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Introduction to the topic 
The thirty-sixth session of Committee on World Food Security, held in Rome in October 2010, asked to the newly created High Level Panel of Experts to undertake a study, to be presented at the 37th session of the CFS, on price volatility. The present document is the first version (V0) of the study. It has been prepared by a Project Team: Benoit Daviron (Team leader, France), Sophia Murphy (Canada), Niama Nango Dembele (Mali) and Shahidur Rashid (Bangladesh). 

Since 2006, international food prices have twice risen sharply. The first rise was broken by the world financial crisis. The second one is still going on. The present report aims to analyze the causes of this renewed international food price volatility and its consequences for developing countries concerning the behaviour of their domestic prices and the food security of their vulnerable populations. The report also proposes various policy options at the international and national level. 

We propose opening a dialogue over the coming weeks on the following topic and questions: 

The report proposes three interpretations of the recent international price rises. The first interpretation defines food price rises as a problem of “agricultural price volatility” - suggesting implicitly that high prices will not last - and as a quasi-natural and permanent problem of agricultural markets. The second interpretation points to the existence of periodic international food crises (1950’s, 1970’s, now) and says they can be explained by the cyclicity of investments in agriculture. Finally, the third interpretation sees in the current price increases the early signal of coming and lasting scarcities on agricultural markets. 

· Do these three interpretations cover the whole range of possible causes? Is the distinction between the three interpretations useful when considering food security?

The actual consequences of price volatility on vulnerable populations’ food security are poorly known. 

· What are the original sources that could be used to get a better and quicker assessment of the actual situation of vulnerable populations’ food security in relation to price volatility? What kind of policies or institutional frameworks can be put in place to improve the existing knowledge?

For almost two decades, access to imported food with a stable price - in many places much more stable than prices for local goods - played a decisive role for the food security of the poor urban population in food deficit developing countries. With the increased international price volatility, urban populations lost this source of food security. 

· What should the policy instruments look like to protect the vulnerable urban population and to ensure their food security??

The successive price rises have deeply eroded the confidence in international food trade as a major resource for vulnerable populations and national food security.  

· What should be the necessary steps and policy measures to be adopted to restore confidence in international food trade? How might the role given to international trade in food security be reconsidered? How might food security issues be included in world trade negotiations? 

Many instruments have been used and can be used to manage price volatility and its consequences on food security. However the usefulness of a given instrument, or set of instruments, depends on the specificities of each country (household consumption basket, importance of imports in national food supply, institutional capacity…). Clearly, a national food security strategy needs to be country specific. What would be the best way to elaborate such country specific strategies? Supporting the preparation of a Comprehensive Food Security Strategy Support Program (CFSSSP)—in addition Poverty Reduction Strategy Support Program (PRSP)—is proposed in the report  in order to capture country specific heterogeneity with respect to consumption patterns, trade profile, and institutional capacity to design and implement food security programs. 

· What could be the other strategies or country experiences that should be considered for the elaboration of national food security strategy?  

On the basis of this consultation the Project Team will finalize a new version (V1) of the report for end of May 2011. This version (V1) will be will submitted to external expert review. An edited version (V2) will then be finalized for June 30. According to the provisions of the Rules and Procedures for the work of the HLPE (article 32), prior to their publication, the final report will be approved by the HLPE Steering Committee. This is scheduled to take place in July 2011 at the 3rd meeting of the HLPE Steering Committee.

We thank in advance all the contributors for being kind enough to spend some of their time in reading and commenting on the report. Supplementary information and references are very welcomed. We look forward for a rich and fruitful consultation. 

Benoit Daviron (Team Leader, France)

Sophia Murphy (Canada)

Niama Nango Dembele (Mali)

Shahidur Rashid (Bangladesh) 

Contributions Received
1. Masa Iwanaga from the Japan International Center for Agricultural Sciences (JIRCAS), Japan

Dear Moderator,

I have read the draft with keen interest. My comments as follows:

(1) It analyzed well and presented clearly the three categories (price volatility, cyclical food crisis, emerging scarcity). Well-done!

(2) It stopped short, unfortunately, proposing policy changes for us to go beyond the green revolution (middle of page 66) in relation to emerging scarcity and limits of the green revolution (addressed in page 32). I would propose the team to consider policy changes that promote participatory research (participatory plant breeding in particular) that would generate local innovations addressing yield gaps and stagnation as well as local resources management.       

(3) I agree with the needs of curbing the growth of food demands (page 66). However, the it should also include developed countries (over-consumption of meat, dairy products and fat/oil in particular).   

Kind regards

Masa

Dr. Masa IWANAGA, President (Executive)

Japan International Center for Agricultural Sciences (JIRCAS)

Japan
2. Darío Fajardo Montaña from the Universidad Externado de Colombia, Colombia
Estimados:

Adjunto nota publicada en la revista digital Razón Pública, Bogotá, mayo 09, 2011
http://typo3.fao.org/fileadmin/user_upload/fsn/docs/HLPE/En_el_umbral_de_una_crisis_alimentaria.pdf
Darío Fajardo Montaña

3. Jacques Berthelot from Solidarité, France [1st contribution]
Dear friends,

Please see my extensive comments on the HLPE team report on food prices volatility below and also at the 

http://typo3.fao.org/fileadmin/user_upload/fsn/docs/HLPE/HLPE_Report_on_Price_Volatility__comments_by_J._Berthelot__Solidarité.pdf
Best regards

Jacques Berthelot

Solidarité (www.solidarite.asso.fr) and ATTAC France
Page 5: paragraph to add just before A.
Excessive food price volatility
[Maybe there is a fourth simpler interpretation: the combination of the biofuels boom – particularly the US corn ethanol – amplified by speculation stimulated by the Congress mandate in the long term context of rising oil price and thus of ethanol and corn prices, the correlative slump in US and EU cereals stocks and stocks to use ratios, and the fact that the US is price maker for all grains and, indirectly, for all meats. ] 

Page 9: sentence to add just before b)
Demand shock: the biofuel boom

[I am not so sure for the poorest segments of the developed countries' population]
Page 10: After "Starting from close to zero in 2004, the biofuel industry today uses about one quarter of US corn production" rectify the figures [40% in 2009-10 and 37.5% in 2010-11]

Page 14: In the paragraph preceding the last paragraph before b)Trade shocks  and after "Some countries have connected their domestic prices to international prices (e.g. the EU), write:

[If this is true for oilseeds from the early 60's and is approaching for cereals (with the exception of barley and wheat of an average and low quality which are subject to a tariff of 93 €/t beyond a tariff quota of 3 Mt for wheat and 0.5 Mt for barley) it is not true at all for dairy products, sugar and meats which keep deterrent tariffs.]

Page 14 again after "In the same way, Yang, Qiu et al. 2008 describe the different measures adopted by the Chinese  government  to limit  the  transmission  of the  2007/08  price rise  to  the  domestic markets: release of governmental reserves"

[This is not true : Chinese cereals stocks have been increasing from 2005-06 up to now :

Table 5 – China and India' stocks have mitigated the explosion of cereals prices of 2007-08 and 2010/11

	Million tonnes
	2005/06-2007/08
	2008/09-2010/11
	2005/06-2010/11

	All cereals stocks

	World cereals stocks
	-27.54
	-24.33
	-38.58

	China + India
	+18.61
	+27.94
	+81.49

	Wheat stocks 

	World wheat stocks 
	-26.77
	+7.17
	+24.67

	China + India
	+8.27
	+18.75
	+41.38

	Share of world stocks 
	262%

	Coarse grains stocks

	World coarse grains 
	-4.42
	-34.11
	-3.51

	China + India
	+4.62
	+6.80
	+25.13

	Rice stocks 

	World rice stocks
	+3.66
	+2.61
	+17.44

	China + India
	+3.72
	+2.38
	+12.98

	Share of world stocks 
	101.64%
	91.19%
	74.43%


Source: WASDE reports

Table 4 – China and India cereals stocks have risen from 2005/06 to 2010/11

	Million tonnes
	2005/06
	2006/07
	2007/08
	2008/09
	2009/10
	2010/11

	All cereals

	World
	388.42
	341.96
	360.88
	451.33
	489.79
	427.00

	China
	107.08
	113.72
	117.41
	138.73
	149.58
	165.61

	India
	12.52
	16.93
	18.80
	32.43
	36.60
	33.48

	China+India
	117.60
	130.65
	136.21
	171.16
	186.18
	199.09

	 " in % of world
	30.27%
	38.21%
	37.74%
	37.92%
	38.01%
	46.63%

	Wheat

	World
	147.84
	128.18
	121.07
	165.34
	195.40
	172.51

	China
	34.49
	38.45
	38.96
	45.69
	54.31
	63.39

	India
	2.00
	4.50
	5.80
	13.43
	16.10
	14.48

	China+India
	36.49
	39.35
	44.76
	59.12
	70.41
	77.87

	 " in % of world
	24.68%
	30.70%
	36.97%
	35.76%
	36.03%
	45.14%

	Coarse grains

	World
	163.74
	138.89
	159.32
	194.34
	199.02
	160.23

	China
	35.81
	39.35
	40.43
	54.14
	54.42
	60.94

	India*
	
	
	
	
	
	

	China+India
	35.81
	39.35
	40.43
	54.14
	54.42
	60.94

	 " in % of world
	21.87%
	28.33%
	25.38%
	27.86%
	27.34%
	38.03%

	 Rice

	World
	76.83
	74.90
	80.49
	91.66
	95.37
	94.27

	China
	36.78
	35.92
	38.02
	38.90
	40.85
	41.28

	India
	10.52
	11.43
	13.00
	19.00
	20.50
	19.00

	China+India
	47.30
	47.35
	51.02
	57.90
	61.35
	60.28

	 " in % of world
	61.56%
	63.22%
	63.39%
	63.17%
	64.33%
	63.94%


Source: WASDE reports. * The WASDE reports do not publish data for Indian coarse grains stocks. 

Page 14 again: at the bottom after "raging fires in Russia that summer", add:

[But this statement ignores that the ban was almost imposed by Glencore, the world’s largest commodity trader,  as related in a Financial Times article of 24 April 2011: "Glencore made a speculative bet on rising wheat and corn prices in the early stages of last summer’s Russian drought, the world’s largest commodity trader has revealed ahead of its initial public offering that will value the company at $60bn. As it bet on rising prices, senior traders at the Swiss-based company publicly urged Russia to impose a grain export ban. Moscow acted a few days later, triggering a grain rally. Glencore is the largest trader in Russian wheat, followed by US-based rivals Cargill and Bunge." (http://www.ft.com/cms/s/0/aea76c56-6ea5-11e0-a13b-00144feabdc0.html#ixzz1KVT3XMnd)]

Page 18, just before" B.
CYCLICAL FOOD CRISES
[This analysis forgets a fundamental factor at the basis of the prices surges: the sharp reduction in cereals stocks, most of which being attributable to the US and EU, the main cause being the share of cereals devoted to biofuels, mainly in the US (40.2% with 127 Mt in 2010-11 and 37.4% with 128.3 Mt projected for 2011-12) and to a lesser extent in the EU (11 Mt of cereals devoted to ethanol).]

Page 23 after the first paragraph:

[However the explanations and graphs above fail to underline that the reduction in global cereals stocks was mainly due to the Chinese and Indian domestic policies up to 2004-05 and that they stocks levels have risen again from 2005-06 on, that is during the food price explosion, when, to the contrary, the levels of EU and US stocks have fallen:

Ending stocks of cereals globally and in the main countries: 1990-2008

	
	1990
	1995
	1996
	1997
	1998
	1999
	2000
	2001
	2002
	2003
	2004
	2005
	2006
	2007
	2008

	Wheat

	World
	204
	105
	111
	139
	136
	170
	204
	201
	168
	132
	151.4
	147.7
	127
	120
	167

	China 
	92
	24
	24
	33
	28
	65.2
	91.9
	76.6
	60.4
	43.3
	38.8
	34.9
	38.5
	39
	48.9

	India
	22
	
	7
	10
	11
	13
	21.5
	23
	15.7
	6.9
	4.1
	2
	4.5
	5.8
	13.9

	US
	24
	10
	12
	20
	26
	26
	24
	21
	13.4
	14.9
	14.7
	15.6
	12.4
	8.3
	18.2

	EU
	13
	11
	15
	16
	18
	14.4
	13.3
	11
	16.8
	10.6
	25.2
	23.4
	14
	12.4
	21

	Rice

	World
	146
	50
	51
	54.7
	60
	143
	146
	137
	110
	86
	78
	76.5
	75.4
	80.7
	89.8

	China 
	94
	21.5
	25.6
	26.7
	27.3
	98.5
	94.1
	82.2
	67.2
	44.9
	38.9
	36.8
	35.9
	38
	42.9

	India
	25
	
	
	
	
	
	25
	24.5
	11
	10.8
	8.5
	10.5
	11.4
	13
	17

	US
	1
	1
	1
	1
	1
	1
	1
	1
	1
	1
	1
	1
	1
	1
	1

	EU
	
	
	
	
	
	
	
	1
	
	1
	1
	1
	1
	1
	171

	Coarse grains

	World
	154
	66
	91
	86
	123
	171
	154
	130
	122.5
	100
	131
	125
	108.8
	130.3
	139.6

	China 
	83
	33
	45
	26
	51.6
	102.3
	83.1
	63.4
	65
	44.9
	36.6
	35.3
	36.6
	39.4
	52.7

	India
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	US
	48
	11
	22
	33
	45
	43.6
	48
	40.6
	27.6
	24.3
	53.7
	50
	33.1
	41.3
	40.7

	EU
	3.5
	2.3
	3.3
	4.3
	3.7
	4.1
	3.3
	4.1
	4.8
	3.2
	7.5
	10
	7.4
	4.9
	6.2


Source: USDA, WASDE reports. The WASDS report does not provide data for India' maize]
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Page 24 again at the end of the page:

[However again this statement fails to differentiate the trend in cereals yields between developed countries and DCs as shown in the following graph. As for the previous section on stocks, the lack of differentiation among countries avoids to blame the developed countries:
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Page 26 just before  3.
The decline of public spending on agriculture
[However this way of suggesting almost explicitly that the decline in the rate of growth of the agricultural capital stock of the developed countries has a responsibility in the insufficient growth of global agricultural production is very ambiguous and even counter-productive for the following reasons:

· We do not know what is included in the agricultural capital stock. Surely the "human capital" or improvement of the Western farmers' knowledge sn not included. 

· The most capitalized farms are not the most efficient to protect the environment, employment and a balanced land management.   

· A reduction in the agricultural capital stocks in Western countries does not imply necessarily a reduction of agricultural production. And in any case such a reduction may have been beneficial to the DCs in the sense that it could have reduced the dumping of Western products and their detrimental effects on DCs.]  

Page 29, after the sentence "The PSE evaluates the monetary value of policy transfers, including both price support from border measures and budgetary payments." 

[However the PSE concept is absurd. For OECD, the WTO and free traders – for which "market access" is the first objective of the Doha Round –, import protection deprives consumers to buy their food (and other goods) at world prices to which they considered to be entitled so that they suffer a negative consumer's surplus, the gap between the domestic and world prices considered as a distortion. OECD considers this gap as a 'transfer from consumers to producers', translated as a consumers’ subsidy to farmers. This confusion between support and subsidy is disseminated worldwide by the OECD annual report on the agricultural policies of its Members which states that, for the 2007-2009 period, the total support to OECD agriculture has been of $375 billion – the well known alleged $1 billion a day in Western agricultural subsidies – omitting to say that 32% of that was not actual subsidies but market price supports. 

Considering the gap between the world and domestic prices as a distortion is contradictory with the fact to denounce the massive dumping of products exported by Western countries, particularly by the EU and US, knowing that the US is price maker for all grains – cereals, oilseeds, pulses and cotton – and indirectly for meats fed from these cereals, oilseeds and pulses. Given that the agricultural prices of most staple food are highly dumped prices, i.e. are well below the prices which would prevail without subsidies, how can the OECD and free traders consider these world prices as the true prices and the protection against them as a distortion? Besides the OECD concept of 'market price support' implies that the farmers are selling to consumers, which happens for less than 10% of their products at least in the EU and US, the bulk being sold to agri-food industries and supermarkets which are pocketing the surplus, depriving the farmers of a significant share of the higher prices due to the import protection.]

Then, after "Kym Anderson and his colleagues from the Agricultural Distortion project developed a variation of this measurement for their recent long view analysis (Anderson, Croser et al. 2009)", add: 

[From the beginning of their paper we see already the free trade paradigm under which they will devise their new instrument (NRA): "Price support policies of advanced economies hurt not only domestic consumers and exporters of other products but also foreign producers and traders of farm products, and they reduce national and global economic welfare."]   

Then, at the end of the same paragraph ending with "(Anderson, Croser et al. 2009: 5)."

[Thus the NRA measures the deviation from a free trade situation, without any public intervention on the agricultural market, which would provide the maximum welfare! But these dogmatic free-traders are totally unable to tell us what would be the situation of farmers, consumers and governments all over the world in such a free trade of the fox in the poultry house. Rather than a situation of global welfare we would have a state of global social and economic warfare, potentially conducive to actual warfare! Let us quote Sophia Murphy: "A large part of the political appeal of liberalized agricultural trade lies in its promise of securing access to a large choice of cheap food for consumers. Access to a world market should offer better protection against bad weather or other disasters that can disrupt local production and protect consumers from sudden price spikes. However, the concentration of market power in global commodity and food retail trade in developed—and increasingly in developing—countries undermines the promise benefit of cheaper food… There are significant trade distortions and market failures in international agricultural markets that have little to do with public subsidies or tariff barriers. Perhaps most seriously, some of the AoA rules actually prohibit or make it more difficult for governments to provide necessary regulation and oversight over their agricultural production" (Concentrated Market Power and Agricultural Trade, EcoFair Trade Dialogue. New Directions for Agricultural Trade Rules, 2006]

Page 30, at the end of the paragraph beginning by "The changes in NRAs "

[It is a pity to see that the HLPE is supporting this free trade instrument! There is no ambiguity when they write: "the present study’s methodology focuses mainly on government-imposed distortions that create a gap between domestic prices and what they would be under free markets". Forgetting that it is, first of all, the world agricultural markets which are structurally distorted even without public interventions but by the interventions of private companies and by the climate vagaries. So that, from the Pharaoes up to now, all governments have intervened to try to stabilize their agricultural domestic prices and productions. If it is right to condemn the actual trade distortion due to the dumping of Western products on the world market – including the dumping hidden in domestic subsidies of all boxes benefitting also to their exported products – and hence on the DCs markets, this should not lead to condemn the import protection measures taken by the developed countries which are a necessity to maintain the competitiveness of their farmers and the production of all the public goods due to agriculture (on the environment, employment, a balanced land management, animal welfare, etc.). 

It is useful to quote Sophia Murphy here in a 2006 paper: "Market power in agricultural production, processing and distribution both shapes global trade and investment rules and is shaped by those rules. The steady downward pressure on tariffs, for example, has opened up markets in ways that favour companies in a position to do business on a global scale. The strong policy push away  from government interference in markets, whether in the form of commodity boards, quantitative restrictions on imports, export taxes, price stabilization policies, production incentives (or restrictions), production subsidies, or capital controls, has changed markets for farmers the world over." (Concentrated Market Power and Agricultural Trade, EcoFair Trade Dialogue. New Directions for Agricultural Trade Rules, 2006]

Page 31, at the bottom of the page after the graph:

[No, this graph does not show a correlation between the reduction in the PSE and the food production per capita whose trend has been increasing in the US since 1986.

I can quote Sophia Murphy in a 2002 paper: "After a decade of lowering the price received by producers for what they grow, in both the United States and the European Union, production levels remain high. This should not be surprising, because producers cannot affect prices by withholding production. They maximize production even as prices collapse, to offset at least their fixed costs.( See, for example, Daryll E. Ray, “Crop Agriculture Faces Long-Term Price and Income Problems,” Testimony before the U.S. House Committee on Agriculture, Feb 14, 2001, at http://apacweb.ag.utk.edu/farmbill.html) Canadian farmers have seen an impressive expansion in their export markets, but their incomes are the lowest they have been since the Great Depression" (Market structure and the gains from trade, paper for FAO Expert Consultation on Trade and Food Security: Conceptualising the Linkages, Rome, 11-12 July 2002).]

Page 32 in the first paragraph before the last sentence:

[But you are forgetting the spike in the US subsidies to crop insurance and disaster payments which have even exceeded the subsidies to biofuels.]   

And after this last sentence:

[However this calculus does not tell the whole story since we have to add the additional revenue of corn producers resulting from the spike in corn prices attributable to the ethanol boom as a result of Congress' mandate. Although all international institutions have blamed the US corn ethanol boom as the main culprit of the spike in international food prices from 2005-06 to 2007-08 – more than 50% for FAO and OECD, 65% for the World Bank and 70% for IMF –, we can at least take into account the much modest 13% increase estimated by FAPRI as mentioned by Jane Earley of ICTSD (Jane Earley, US Trade Policies on Biofuels and Sustainable Development, ICTSD, June 2009): "With no tax credits, tariffs or mandates supporting corn ethanol use, average ethanol production declines by 5.5 billion gallons and corn prices fall by 13.1%" (Seth Meyer, Pat Westhoff and Wyatt Thompson, Impacts of Selected US Ethanol Policy Options, http://www.fapri.missouri.edu/).  The more so as Harry de Gorter and David Just have estimated that the VEETC implies "an increase of 25 percent ($0.74 per bushel) in 2006… assuming the mandate was not binding" (http://papers.ssrn.com/sol3/papers.cfm?abstract_id=1024525). Given that the farm price (in Central Illinois) has jumped from $2.00/bushel in the marketing year 2005-06 to $3.04 in 2006-07, $4.20 in 2007-08 and $3.78 in 2008-09, 13% of that increase corresponds to 0.135 $/bushel in 2006-07, $0,286 $/bushel in 2007-08 and $0.231 $/bushel in 2008-09, multiplied by a production of 10.535 billion bushels, 13.038 billion bushels and 12.101 billion bushels respectively, amounting to $1.422 billion, $3.729 billion and $2.800 billion in additional subsidies to corn producers. (see Jacques Berthelot, The US cannot reduce its agricultural supports in the Doha Round, Solidarité (http://solidarite.asso.fr), July 28, 2009)]

Page 31, second paragraph, after "The biggest biofuel users are the European Union, the United States, and Brazil, while China and India are also emerging as big users " 

[But China has forbidden to use cereals for ethanol since 2007 (Elizabeth Rozenthal, Rush to Use Crops as Fuel Raises Food Prices and Hunger Fears, 6 April 2011, New York Times, http://www.nytimes.com/2011/04/07/science/earth/07cassava.html?_r=1&partner=rss&emc=rss), having replaced them by cassava, so that the proportion of the Chinese cassava production devoted to ethanol – indeed cassava is not a basic food staple in China – has jumped from  10% in 2008 to 52% in 2009 and China has considerably increased its cassava imports from countries where cassava is a food staple, from 256,000 tonnes in 2000 to 5 million tonnes in 2006 and 6.1 million tonnes in 2009. ]  

[This assumption of the potentially stabilizing effect of imports and exports is an act of faith as imports might as well have a destabilizing effect, first because of the low prices of the dumped exports and second because of the low tariffs which have prevented the increase of domestic productions. On the other hand exports may have also destabilizing effects on the domestic prices and this justifies the export bans taken by many countries, which were perfectly justified to secure first the access to food of their poor citizens.] 

Page 45 in the third paragraph before the last sentence:

[This assumption of the potentially stabilizing effect of imports and exports is an act of faith as imports might as well have a destabilizing effect, first because of the low prices of the dumped exports and second because of the low tariffs which have prevented the increase of domestic productions. On the other hand exports may have also destabilizing effects on the domestic prices and this justifies the export bans taken by many countries, which were perfectly justified to secure first the access to food of their poor citizens.] 

And after this last sentence:

[Not necessarily because, precisely, their distance from the sea could have push them to devise preventive ways of securing a minimum of food autonomy, through private and public minimal stocks.]  

Page 46 after the first word "countries":

[Maybe but the variability of production has been twice higher for maize than for millet in these three Sahelian countries during that period 1992-2006 as shown in the following table:

Production of millet and maize in Burkina Faso, Mali and Niger from 1996 to 2006, in 1000 tonnes

	
	1992
	1993
	1994
	1995
	1996
	1997
	1998
	1999
	2000
	2001
	2002
	2003
	2004
	2005
	2006
	Average

	Millet

	BF
	784
	899
	831
	734
	811
	604
	973
	945
	726
	1009
	995
	1184
	937
	1196
	1175
	920

	Mali
	582
	708
	898
	706
	739
	641
	814
	819
	759
	793
	795
	1260
	975
	1158
	1128
	852

	Niger
	1787
	1658
	1968
	1769
	1761
	1352
	2391
	2296
	1679
	2414
	2504
	2745
	2038
	2652
	3009
	2135

	Total
	3153
	3265
	3697
	3209
	3311
	2597
	4178
	4060
	3164
	4216
	4294
	5189
	3950
	5006
	5312
	3907

	Maize

	BF
	343
	271
	350
	212
	294
	366
	378
	469
	423
	606
	653
	666
	481
	799
	867
	479

	Mali
	193
	283
	322
	266
	294
	343
	393
	617
	215
	302
	364
	451
	459
	634
	707
	390

	Niger
	1
	1
	2
	1
	4
	4
	4
	4
	4
	6
	7
	2
	4
	1
	2
	3

	Total
	537
	555
	674
	479
	592
	713
	775
	1090
	642
	914
	1024
	1119
	944
	1434
	1576
	872


Source: FAOSTAT

This might be strange given than millet is less traded domestically than maize which is also devoted to feed in the Sahelian countries. Maize might also be relatively more exported to Southern countries (Ivory Coast, Ghana) than millet. On the other hand the climate vagaries are generally more pronounced for millet than for maize, millet being produced without fertilizers and in drier areas. Indeed there have been almost no maize imports from the world market in Burkina Faso, Mali and Niger.

On the other hand several reports have shown that the prices volatility of local cereals has been much lower than that of imported cereals: "Sur pratiquement l’ensemble des marches suivis par le Réseau des Systèmes d’Information de Marché en Afrique de l’Ouest (RESIMAO), les prix des céréales locales ont enregistré une hausse significative, toutefois sans commune mesure avec la flambée des cours mondiaux. Les prix au producteur ont certes augmenté, mais dans des proportions moindres que les prix au consommateur pour les céréales locales au niveau des pays de l’Afrique de l’Ouest."(Doudou Ndiaye, La flambée des prix profite aux commerçants plus qu’aux producteurs, Agrovision, Dakar, juillet 2008).

This is confirmed by the report of Eric Pale of January 2010: "Les fluctuations de prix des céréales sèches ne sont pas ou très peu liées à celles des produits importés, en l’occurrence le riz. Elles sont beaucoup plus liées à la saisonnalité des produits. Cette déconnexion peut être induite à l’alimentation à majorité basée sur les céréales traditionnelles locales" ("Transmission des fluctuations et prix de parité à l'importation des prix du riz et du maïs au Burkina Faso", http://www.aec.msu.edu/fs2/srai/ETUDE_TRANSMISSION-PRIX_BURKINA_revue.pdf).]

Page 46 at the end of this first paragraph:

[This reasoning is curious: if millet is not traded internationally how can you use imports to stabilize the domestic price of millet? Of course they would have to imports other cereals.

Furthermore millet is even less traded domestically than maize which is largely used as feed. An Afrique Verte report underlines that "It is widely agreed that the price of grain follows the law of supply and demand, which is organized around a seasonal variation of price: lower prices during the harvest season when stock is abundant and then higher in the planting season when the product is less abundant on the market. If this seems to be obvious for certain agricultural products such as niébé, which is grown to be sold at harvest, due to an inability to store it effectively, it is not always the case for mil and sorghum, of which 80% is destined for auto- consumption by the producers themselves (only 15-20% of grain produced is sold commercially). As a result, other parameters become important to help explain the variation of grain prices on the market." (Afrique Verte International, Strengthening the capabilities of agricultural organization networks through analysis of the evolution of local grain prices in Burkina, Mali, and Niger, during the period 2001-2010, December 2010). ]  

Page 50 after the second paragraph:

[I disagree with this way of reasoning: in fact as long as the prices of imported food were recurrently low – mostly because they were dumped prices and because of the low tariffs as a result of IMF and WB pressures –, the domestic prices were destabilized by this unfair competition so that the DCs farmers were unable to invest to increase their yield and production and they could keep significant stocks  to stabilize the domestic prices. And because the DCs farmers were unable to respond rapidly to the recent spikes in the imported food prices the DCS have indeed suffered much more that they would have if the domestic farmers had enjoyed remunerative prices in the previous period.

More generally I disagree with the overall approach of this report which tends to embrace the prevailing view that what is important is to stabilize the world prices instead of prioritizing the stabilization of domestic prices all over the world, and first of all in the poorest countries. Furthermore the report has a tendency to make a confusion between price volatility and rising prices and implicitly to condemn the higher prices from the prevailing point of view of poor consumers, neglecting that these higher prices might also boost the domestic production and farmers' incomes, particularly in West African countries which had low agricultural tariffs.]   

Page 51, after "in net food exporting areas such as Thailand, Uganda, and northern Mozambique":

[But Mozambique has had a recurrent food trade deficit, of $262 million on average from 2006 to 2009.]

Page 54, after the first paragraph:

[This recommendation to the NFIDCs to hold futures contracts as a way to stabilize prices is absurd: not only for the operational reasons well documented in the literature, but above all because relying on futures contracts, i.e. on speculators to be counterparts of the local hedgers, is contradictory with a supply management and food sovereignty approach whereby stable and remunerative prices for farmers can only be achieved from an efficient import protection together with minimal stocks. Instead of slowing down speculation, fostering an enlarged use of futures will inevitably have the reverse effect.]

Page 55 after "The AoA was designed by large agricultural exporters to increase their market access and to limit the damage that European and U.S. export subsidies were causing. "

[I disagree as you are making contradictory statements: if indeed the AoA was mainly devised between the US and EU, the AoA rules have not actually limited the damage of their export subsidies. They have only given the impression that they were limited through the reductions of formal export refunds but they have allowed to replace them by domestic subsidies of all colors benefitting also to their exported products. The best example is the US cotton exports.] 

And add after the following sentence:

[Not really because, as explained above, they have shared a too narrow view of what the actual dumping is, not limited to the formal export refunds.] 

Page 55 again after "Twenty-five exporting governments imposed export restrictions, taxes and even outright export bans." 

[These countries were right to do so: as long as there will not be a world government able to guarantee the food security of all human beings, it is fair that each government prioritize the food security of its own citizens. The EU itself has taxed its cereals exports in 1995-96.]  

Page 56 after the first bullet :

[The AoA article 12 authorizes the export taxes and those on cereals are still authorized in the CAP legislation even if the EU has not used them since 1995-96 when the world prices were higher than the EU entrance price. In the EU Ministers of Agriculture meeting of 26 September 2007 Spain suggested that the EU, like Russia and Ukraine, tax cereal exports to reserve production for domestic consumption, a proposal rejected by Commissioner Boel:

http://www.intracen.org/mts/wtn/newsletters/2007/3_2/3_2_m.htm
Export taxes on raw materials (including oil and agricultural products) are still a very important source of Budget revenues for DCs, including by Argentina on soybean, and we do not see why they should be prevented to use them, the more so if the revenues are used to support other segments of agriculture. As you propose also below export taxes are a good way of preventing dumping when the imported country is not able to raise its tariff.]
Page 56 after the third bullet:

[The flexibility to protect efficiently the domestic market should go beyond tariffs which do not offer an appropriate protection level when the world prices are low in dollars and the national currency is overvalued against the dollar. The only way to protect efficiently the domestic market is to use variable levies which ensure stable and remunerative prices in the local currency as the EU experience from 1962 to 1994 has shown. Furthermore, despite the Uruguay Round, the EU maintains high average tariffs on its basic staples: 87% on dairy (and 41 tariff lines exceed 100%), 65% on frozen meat (and 60 lines exceed 100%), 59% on sweeteners (8 lines exceed 100%), 52 on cereals products (13 lines exceed 100%), – it is of 93 €/t on soft wheat of average and low quality, beyond a tariff quota of 3 Mt, of 172 €/t on wheat flour and of 95 €/t on barley beyond a tariff quota of about 500,000 t. The result is that the imported share of basic staples consumed is the lowest in the most developed countries: over the 2001-04 period – we could have extended the analysis up to 2010 – this share has been for cereals of 1.4% in the US, 5.9% in the EU, 12.6% in DCs and 18.9 % in West Africa; for dairy products of 2% in the US, 2.7% in the EU, 10.3% in DCs and 39% in West Africa; for meats, of 4.9% in the US; 4.2% in the EU, 5.1% in DCs and 7.4% in West Africa. ]

Page 57 after the first sentence of the second paragraph:

[Once more it is clear that you are mixing up prices volatility and prices hikes as I do not see why lower prices would increase the vulnerability of those living in poverty.]

Page 57 after the second sentence of the last paragraph:

[But this 'tremendous expansion in infrastructure' has not been observed in West Africa for example. Once more you stand at the global level – and in fact at the level of multinational agribusinesses and large exporting countries – and not at the level of the poorest countries.] 

Page 60 before the last paragraph:

[But given the major responsibility of biofuels in the dominos' effect of prices spikes – the recent and expected continuous spike in the oil price has driven that of ethanol price – reinforced by the speculation confident on the Congress mandate, the lack of competitiveness of the second and third generation biofuels in the middle run –, which requires more maize in the US (and other cereals in the EU) and foster its price, which reduces consequently the US available acreage for soybean and wheat, whose prices explode as a consequence since the US is "price maker" for cereals and oilseeds. And as soybean cakes and corn are the basic feed for the intensive animal products, the prices of meats and milk follow suit, despite the mitigating effect of the distillers grains co-produced in the ethanol process.

We should be conscious that the present and expected high prices of grains – mainly cereals and oilseeds – is so profitable for the exporting countries – the US, EU and South Cone countries – that they are not prepared to fight really against these high prices, despite their political discourse in international bodies. At least the Agricultural Ministers of the six South Cone countries – Argentina, Bolivia, Brazil, Chile, Paraguay, Uruguay – have distanced themselves the 1st April 2011 "in front of some initiatives of the developed countries which want to fight againt food insecurity with the implementation of mechanisms limiting the international prices of primary commodities". They have stressed "the risk of discouraging agricultural production in countries like theirs, which enjoy comparative and competitive advantages to feed the world" (Régulation des marchés agricoles/G20. Six pays d'Amérique du Sud sur la défensive, La France Agricole, 5 avril 2011, http://www.lafranceagricole.fr/actualite-agricole/regulation-des-marches-agricoles-g20-six-pays-d-amerique-du-sud-sur-la-defensive-41191.html).   

Page 60 in the last paragraph, after "Anderson and his colleagues could be right to say that a deeper liberalization of agricultural markets would reduce volatility ", add

[No, they cannot be right.]

Page 60 at the bottom:

[What a strange and contradictory stance! How could we restore confidence in international trade of agricultural products with the present biased AoA rules? (J. Berthelot, Why the WTO text on agriculture of 21April 2011 could not show any progress, Solidarité, 25 April 2011, http://www.solidarite.asso.fr/IMG/pdf/Why-the-new-text-on-agriculture-could-not-show-any-progress.pdf)] 

Page 65 just before the last line:

[I wonder if you are aware that in this report the WB was very satisfied that agricultural tariffs of eleven Sub-Saharan African countries whose economy rests on agriculture – Cameroon, Ivory Coast, Ethiopia, Ghana, Kenya, Madagascar, Nigeria, Uganda, Sudan, Tanzania, Zambia – had fallen on average from 14% in 1980-84 to 10% in 2000-04. The Bank regrets that there remain agricultural products still significantly protected in DCs and concluded that there are still "margins of manoeuver for welfare gains", i.e. for consumers, forgetting that about two thirds of them are farmers in SSA. Yet, if West Africa is the world sub-region the most under developed, it is also because it has the lowest average plied agricultural tariff in the world:  13% against 16% for LDCs and 20% for DCs.] 

Page 71 after the first sentence of the third paragraph:

[Please don't mention these GOANA totally unrealistic objectives dreamt up by an almost mad President!]  

Page 75 in the last paragraph:

[It is a pity to see that the HLPE is just devoting two lines to foreign trade instruments: "Interventions can be in the short term by using foreign trade (acting directly on import/export price or on the quantity exchanged)", forgetting that the mandate given by the NGOs in the CFS was to promote the food sovereignty principle. Clearly the NGOs representatives are not alone in the HLPE or in the Project Team on prices volatility. Although there are several statements questioning the mainstream free trade paradigm for agriculture, the Project team has preferred not to analyze in-depth the necessity of an efficient import protection – based on variable levies – as the only means to promote a long term agricultural and overall development in the poorest DCs, particularly in SSA, despite the fact that its population will more than double in 2050. Yet they know that all the industrialized countries of to-day, including from DCs, have all protected efficiently their agriculture as a necessary step. And they know also, as I have reminded, that the present protection level of the EU and US basic staples is still higher than in most DCs, particularly if we add the import-substituting effect of their massive domestic subsidies having allowed them to lower their prices below their production cost without subsidies.

They are not denouncing the mainstream idea that protecting the domestic market to lower the volatility of domestic prices would be at the expense of the rest of the world, supposedly having the effect to increase the volatility of world prices. 

Allow me just a small plea for variable levies (VLs).

R. Sharma from FAO underlines that "agricultural sectors do require some safeguards as agricultural commodity markets are by nature volatile. As an example, the world market price of raw sugar fell from 12.3 US cents per pound in December 1997 to 7.2 US cents per pound in September 1998. This would have required a tariff rate of 70 percent if a country wished to stabilize the domestic market price at the level of December 1997 if the initial tariff was zero (or a tariff of 105 percent if the initial tariff was already 20 percent)" (Safeguard Measures, in FAO, Multilateral trade negotiations on agriculture. A resource manual, 2000 (http://www.fao.org/DOCREP/003/X7353E/X7353e06.htm)). 

The WTO (Article 4 of the AoA) has forbidden the VLs with a double argument: they are increasing the fluctuations in world agricultural prices and are less transparent than tariffs for importers and exporters. 

On the first argument Hakan Nordström (Do variable levies beggar thy neighbour? European Journal of political economy, Vol. 17 (2001) 403-420.) has shown that the impact of variable levies on the world prices volatility could be at most significant when the country using them is a "large country", when its share of world production and imports is high, which was the case of the EU which was and remains the first worldwide importer of agricultural products and is at between the 1st and the 4th rank for the worldwide production of most basic food products. On the other hand the share of West Africa in the world agricultural production and imports is insignificant: its was in 2005, in relation to the world production, of 0.3% for milk, 0.9% for all meats, 1.3% for rice, 2% for all cereals, hardly of 3.5% for oilseeds. On imports its share was of 1.1% for all agricultural products of which 1.2% for oilseeds, 1.8% for dairy produce, but of 4% for cereals (of which 15% for rice) and 5% for sugar. Therefore the recourse to variable levies by ECOWAS could not destabilize the world prices, except a little for rice if we stress its share in world imports but not if we stress its share in world production, the indicator preferred by economists. 

On the second argument, it is not because the VL isxe "prélèvement" equivalent to a tariff the rate of which varies with each importxe "droit à l'importation" is less transparent and quantifiable: each exporter knows perfectly well in advance that, during a given marketing year, the threshold price on the market of the country with VLs will be fixed as it was the case in the EU. He could calculate the VL given the CIF price in Rotterdam that all exporters knew because it was the reference price from which he could fix its own CIF price. For ECOWAS it would be even easier because the PV would be the gap between the threshold price and its own CIF price. Besides the VL is more interesting than an ad valorem tariff for the exporter because it is lower when the world price is high and because its amount fluctuates lessxe "droit de douane". While a higher world price implies a higher duty for an ad valorem tariff, il implies a lower one for a VLxe "prix mondial": it is a contracyclical duty. 

If WAEMU and ECOWAS countries had had VLs, they would not have had to eliminate or reduce their agricultural tariffs during the last period 2007-08 of exploding import prices: the VLs would have shrunk or disappeared. Conversely they would not have had any political difficulty to reintroduce tariffs with the following drop in import prices because the VLs would have risen automatically. Since the EU threshold prices were stable during each marketing year (or several marketing years), one cannot say that they changed "automatically and continuously" as this has been reproached to the EU in the Argentina-Chile panel on the prices-bands system: it did not change more that the duty collected for a fixed ad valorem tariff which applies to a CIF price changing every day. In each case there is a fixed item – the tariff rate or the threshold price – and the same item varying every day: the CIF price. 

It is all the more inconsistent to forbid the VLs at the import level that the WTO authorises many types of VLs which do not confess their actual nature: 

1- The WTO does not forbid the discretionary adjustments of tariffs according to changing world prices as long as their applied level remains below their bound level and India has thus modified frequently its applied tariffs.  

2- The AoA article 12 and the GATT article XI authorise VLs on exports when the world prices exceed the domestic prices. If the fact that many DCs have taxed their cereals exports during the recent explosion in world prices to give priority to the food security of their own citizens has been highly criticized, this taxation was perfectly legal for the WTO.

3- The subsidies to the agricultural exported products are negative VLs: it is inconsistent to condemn the Vls and to authorize at the same time – within the limits of the ceilings decided in the Uruguay Round – export subsidies which represent also the gap between the domestic and world prices, therefore are negative VLs! There is no logical reason for WTO to forbid only a part of VLs – those with a positive sign – when it does not forbid those with a negative sign represented by subsidies to the exported products, which encompass domestic subsidies as well as formal export refunds. Indeed the increased substitution of export refunds by domestic subsidies which benefit also to the exported products does not change anything to the dumping level, particularly for the EU: despite the progressive reduction of export refunds, the percentage of domestic subsidies on total subsidies to exports has been² on average from 1995 to 2001 of 78% for cereals, 75% for poultry meat, 62% for pig meat, 52% for bovine meat and 38% for dairy produce. And the formal export subsidies to cotton that the US has been obliged to eliminate in August 2006 following their condemnation at the WTO have represented in 2005 only 7.1% of their total subsidies to the exported cotton. 

4- Domestic subsidies are disguised VLs by their import-substitution effect: having compensated the drop in domestic agricultural prices, rendered closer to world prices, the EU and US massive subsidies have had the same import reduction effect than VLs. 

5- The WTO does not forbid to subsidize imports in period of world prices explosion, which contributes to increase them more. That is what some DCs have done in the recent period, among which Senegal for rice. Now these import subsidies are also negative VLs.
6- The EU has defended the VLs in the Argentina-Chile panel on prices bands – it was the least it could do since it continues to use them under another name – and FAO also, both of them as long as they remain lower than the bound tariffs.]

Page 77 after the second paragraph:

[I doubt it for Senegal because its maize imports have come almost entirely from the world market and the Senegal exports of maize to Mali have even exceeded its imports from Mali:

Senegal's production and import of maize from 2000 to 2009, by periods

	
	Average 2000-02
	Average 2003-06
	Average 2007-09

	Production in tonnes

	
	89170
	345751
	294745

	Imports in tonnes and 1000 dollars

	tonnes
	57657
	84908
	106526

	1000 dollars
	7359
	14997
	30183

	CIF price/tonne
	127.6
	176.6
	283.3

	Percentage of imports over production

	
	64.7%
	24.6%
	36.1%


Source : UN Comtrade, nomenclature HS1996

The trade with Mali has been insignificant. Il is only in 2004 and 2006 that they have exceeded 1,000 tonnes (2,558 t and 2,239 t) and, oddly enough, it is Mali which has imported 5,870 tonnes from Senegal in 2005 and again 1,343 tonnes in 2008, likely re-exports.] 

Page 78 at the end of the second paragraph:

[Unfortunately the CAADP's approach is also the following: "African countries can successfully compete in international agricultural markets… Irrespective of the outcome of the Doha Round, the target of the CAADP agenda in this area should be to enable RECs and their member countries to… (2) exploit demand in the emerging economies of Asia and Latin America for food, raw materials, and processed goods; and (3) develop strategies to reap potential gains related to higher world market prices and the emerging biofuels sector. The agenda should also seek to strengthen the negotiation capacities of African countries to push for a reduction in global protectionism." And the CAADP claims that SSA will outcompete the emerging countries when it writes: "Furthermore, changes in production, labor markets, and demand conditions will increase costs and partnerships between Africa’s agribusiness sector and agribusiness operators in these countries; (2) reflect market and production trends in these countries in national agricultural development strategies; and (3) work toward establishing trade agreements with China, India, and other leading emerging economies.". In fact the CAADP prioritizes the promotion of modern agribusinesses turned primarily to exports rather than the promotion of small family farms aiming at reducing the domestic food deficit in basic staples.]  

4. Bhubaneswor Dhakal from Nepal

Dear Benoit Daviron and team

Your study on food price volatility is very insightful. My responses and comments on some of your queries are as follows: 

Do these three interpretations cover the whole range of possible causes? 

I think the categories are very broad. However, the explanations are not complete. The cyclic nature of price volatility is not only associated with low investment cycle. The cycle might have caused by coincidently simultaneously occurring of many factors affecting food productions and supplies. You need further study to identify the state of potential factors determining food supplies at the time. If you look at curve of the food price change it is very rapid in the last 5 years. In theory the graph of natural scarcity of resources increases steadily. However, there are many policy changes since 2000s and affected directly and indirectly use of lands for food security. For example, community lands including forests had been substantially and indirectly contributing on food security in India, China and Nepal.  Now the contribution of the lands on food security has been reduced due to adoption of protective forest management and restriction of livestock grazing. The decrease of resources supply from the public lands also indirectly affected (reduction of manure supplies and wildlife incidences) food production particularly of marginal quality of private lands. Your study did not capture the causes.

Is the distinction between the three interpretations useful when considering food security?

It is certainly important to make distinction between the causes. Otherwise effective policy measures cannot be applied. The distinction should be made clearer to make easy for policy planning and implementation. 

What are the original sources that could be used to get a better and quicker assessment of the actual situation of vulnerable populations’ food security in relation to price volatility? What kind of policies or institutional frameworks can be put in place to improve the existing knowledge?

The first group to experience and response price volatility could be low income urban people. Middle income group might change purchasing behaviour on quality of food. The price volatility also affects rural poor farmers who have suffering from food shortage and persistent hunger. National surveillance systems of food supply and market price change might be the effective measures. The price change impact can vary with localities which should be considered in designing the systems.  The institution should be strengthened by international information and other technical supports. 
Thank you.

Bhubaneswor Dhakal

5. Kodjo Dokodjo from the Ministry of Agriculture, Livestock and Fisheries, Togo [1st contribution]
Dear Members of the Forum,

I thank the newly created HLPE for this initiative and my congratulations go to Benoit      Daviron and his team for the good work done. The draft, first version (0) has explored almost the whole range of possible causes of international price rises.   

Coming to draft, the second interpretation focuses on the cyclicity of investments in agriculture as one of the causes of international price rises. I think expressed this way, it may seem as if investments in agriculture are periodic. I think this is not the case. Agricultural sector has been receiving investments every year, but not important as the years indicated or now. Of course they are declining as outlined in the draft, but they are not cyclic. 

Other explanations of the causes of markets problems are social and political instability, wars and the growth of the population. The years 1950, 1970 and 2010 extend over 20 to 30 years and statistics proved that within the period of 20 to 30 years, the population of a country can double and even beyond. This increase needs augmentation of food production and thereby, more investments in agriculture. Unfortunately, the population growth does not follow agricultural investments trends. This growth and the agricultural production evolution are completely out of phase. 

Two types of original sources could be used to get better and quicker assessments of the actual situation of vulnerable populations’ food security in relation to price volatility. The first source will make knowledge of all updated indicators related to food security and vulnerability and the second source will help identify the vulnerable population.

a)
The first source is related to:

- agricultural surveys including agricultural production, food balance sheet and price statistics;

- information from MICS (Multiple Indicators Clusters Survey);

- information from QUIBB (Questionnaire des Indicateurs de Base du Bien-être).

b)
The second source includes humanitarian organizations who are already assisting the vulnerable populations:

-
The NGO’s network ;

-
The WFP (World Food Programme) and

-
The Ministry of Social Affairs.

To improve the existing knowledge, there is a need to create a multidisciplinary committee including specialist in nutrition, agro economist and statistician. This committee will work with national consultants. It can also carry surveys in collaboration with national experts to improve or complete the existing information.

Best regards

Kodjo Dokodjo
6. Camara Oumou from IFDC / AUC, Ethiopia

This intervention is to bring to the authors' attention the availability of my 2004 MSU PhD Dissertation on "the impact of seasonal changes on real incomes and relative prices on households' consumption patterns in Bamako, Mali". The study sought to answer many of the questions raised in this discussion forum; especially, regarding the impact of price volatility on food and nutrition security. In short, the study found that price volatility affects not only the quantity of food (calorie availability) available in households but also its quality (nutrient consumption) as well as expenditure on non-food goods, such as health and education. Some specific conclusions and policy recommendations are as follows: 

1. the fact that the empirical analysis substantiates Engel’s Law (i.e., the demand for food is income inelastic), suggests that in the course of economic growth in Mali, the focus of economic activity will shift away from the agricultural sector. The high absolute level of the food and non-food income elasticities suggests that (a) this shift will be slow and (b) policies that aim at increasing households’ real income will result in substantial improvements not only in the quantity of food available in urban households but also in the demand for non-food commodities. 

2. The results indicate that changes in the price of food, which are mainly driven by variations in the price of cereals, will substantially increase or decrease households’ real incomes, as Bamako households allocate a sizeable proportion of their budget to food. The resulting real income-induced impact of volatility of the price of food has strong effects on the demand for non-food commodities, such as health and education.

3. The results revealed that rice dominates Bamako households’ diets despite the fact that it constitutes a more expensive source of calories than other staples (millet, sorghum, and maize) and that there are some significant nutrient and micronutrient (vitamin A, vitamin C, iron, and calcium) deficiencies persisting in Bamako. 

4. The empirical results for food commodity groups showed that as Bamako households’ real income increases, they will increase their expenditure on non-staple commodities (e.g., meat and fish and vegetables) more rapidly than on staple foods. The empirical analysis on nutrient demand also showed that increasing households’ incomes will improve the quantity (i.e. calories) and the quality (protein, minerals, and vitamins) of food available in those households in any given season. This implies that policies that aim at increasing households’ real incomes will also be an effective mechanism in reducing malnutrition. These findings suggest that the pattern of production within the agricultural sector will have to change with economic growth, as increased specialization in livestock and horticultural production will be required. 

5. One of the main objectives of this study was to estimate income elasticities of demand for various commodities and commodity groups for different seasons in order to investigate whether there exists, in the Malian context, any self-targeting foods (i.e., inferior goods). The results indicate that there are no inferior goods in the commodities studied. 

6. The study found that the response of households’ consumption patterns to changes in real income and relative prices was not stable across seasons; implying that the impact of a uniform food policy will vary by season. Therefore, the effectiveness of food and nutrition interventions (e.g., food-for-work programs, general food price policy) could be substantially improved through temporal targeting mechanisms. 

7. Tagore Villarim de Siqueira from the Brazilian Development Bank, Brazil

In recent decades the world economy went through a unique experiment in human history, and there are several simultaneous factors that provoked the current volatility in agricultural prices, among which are: the acceleration of globalization, the rapid growth of economies emerging, the growth of international trade and population explosion. Remember that the world population, which was less than 2 billion people in the early twentieth century, jumped to 7 billion people in 2011 [see United Nations (www.un.org)]. For the next few decades are the forecasts of continued growth in world population and per capita income driven by economic growth in developing countries, especially those that are part of BRICS. The UN estimates that world population will continue in an upward trend throughout the century, reaching 9.3 billion by 2050 and surpassing 10 billion inhabitants in 2100, thus keeping the pressure on the supply of agricultural products and enhancing the occurrence of turbulence in agricultural markets. 

Besides the absolute increase in population, the rural-urban exodus over the period observed was an additional factor which strongly pushed for agricultural markets. At the beginning of last century the global population concentrated mostly in the field, while in the present century the bulk of the population lives in cities, thereby forcing the markets and creating additional pressure on agricultural prices, whereas before the food demand was met largely by its own production. That is, there was a large increase in the scale of global demand for food simultaneously with the changing structure of demand. Such features should be considered in trying to understand the volatility of agricultural prices in recent years and in an attempt to build a strategy to tackle the problem. 

The depopulation of the countryside to the city was significant in many emerging countries that relied on large populations, especially to countries like China and India, in recent times, and Brazil, in the first half of the series considered. The migration of population from countryside to city has pressed the demand for social services in urban centers - such as housing, education and health - and for food. Moreover, one should pay attention also to the increase of food consumption in developed countries and the emergence of problems such as overweight and obese people, which have become common problems in many countries, whether developed or developing, are already talking about obesity as a global problem, thus representing an additional vector that pushed the demand for food and that also contributed to the volatility of agricultural prices. 

On the other hand, must be attentive to the seasonal and cyclical factors that cause crop failures and further worsen the situation, such as drought, tropical storms, frosts and floods. 

It can be said therefore that the volatility of prices, a phenomenon common to all markets, has been a feature of markets for agricultural products should keep for a long time, until the supply can be adjusted to the new realities of demand world. Remember that additional factors presented by the Millennium Goals 2015 (www.un.org/millenniumgoals/), for example, and pressure arising from the use of technologies that contribute to reducing emissions of greenhouse gases in the atmosphere, such as biofuels, continue pressing the agricultural food production and causing volatility prices for longer. Thus, it is worth noting that the question that arises at the time, refers to one of the markets most affected by major structural changes in the global economy over the past forty years, especially when considering the scale of demand growth, resulting in growth population accompanied by increasing income per capita, especially in fast growing emerging countries that have withdrawn significant portion of the population below the poverty line. 

Finally, to address a problem of such a dimension along the twenty-first century would be prudent to strengthen global governance among the countries with the aim of improving the support and coordination of agricultural policies adopted by them and assist in the actions of national governments to implement programs agricultural development can substantially increase the food supply, noting the specific demands made by micro, small, medium and large producers, considering the current conditions of production and the challenges to overcome difficulties of access to credit, technology , inputs, machinery and implements, rehabilitation of infrastructure, etc. 

Sincerely, 

Tagore Villarim de Siqueira – Economista 

Departamento Regional Nordeste do BNDES – GP/DENOR/BNDES 

Recife – Pernambuco – Brasil 
8. Andrew MacMillan, Italy  

The draft paper provides an excellent review. The HLPE is getting off to an excellent start in commissioning such work and in circulating it for public comment

It used the very interesting term, in describing the issue of curbing food consumption in developed countries as an “exogenous variable that cannot be questioned.” There are compelling public health and environmental (including climate change mitigation) motives for exploring all possible means of reducing excess consumption of food.

The same could be said of the whole issue of excessive speculation in food commodity trading until a few moths ago, and so it is encouraging that this is now, albeit timidly, being brought out into the open.

Unfortunately the same cannot be said about how the paper handles what it describes as the “small number of tightly controlled companies that depend on secrecy to thrive” that manage the international trade in food. There is an inherent contradiction between the private interest in maximizing profits on food trade and the public interest in ensuring global food security. Questions also need to be raised as to whether the public interest is adequately served by a near-monopoly set-up that extends not only to the food trade but also to international trade in agricultural inputs.

This is particularly so in relation to stock holding strategies. One of the private motives for holding stocks (without disclosing their size) may be to push prices up and then off-load them at a profit), while one of the public interest motives in stock-holding is to have reserves (of a publicly known size) to be released in order to prevent excessive price rises (or simply, by their presence, to dampen the motives to speculate). There is a fundamental contradiction between the goals and the strategies that they imply, that cannot continue to be ignored.

The public interest response to the banking crisis has not been to nationalize banks (except, when necessary, to prevent their collapse) but to create new reporting requirements and norms for the relationship between reserves and lending exposure. It would seem appropriate to follow a similar course in relation to food commodity trading, requiring those companies that are licensed to trade (in whatever country they may be registered) to report – nationally and internationally - on transactions and stocks, and to maintain a prudent relationship between stocks in their ownership and the volume traded in any particular time period.

Without, at the very least, such information, we have to admit that there is big gap in public knowledge on a key variable that has a fundamental impact on the well-being of all of mankind that could increase the risk of the occurrence of a global food shortage. There is an urgent need to unmask this mysterious “exogenous variable”, if there is to be lasting progress in addressing excessive food price volatility and global food security.. 

Indeed, the CFS, in the absence of such information, will remain a mere spectator, seated behind frosted glass, to a high stakes game whose rules are obscure except to a few insiders. It is a game, however, whose outcome has a fundamental impact on the life expectancy and health of millions of people around the world, and the economic well-being of nations. It would seem incumbent on the governments of countries that have begun to ensure that banks meet information disclosure requirements and prudent operating norms as a condition for their being licensed to operate to begin to take similar steps in relation to international food commodity trading companies.

Andrew MacMillan 

9. Jacques Berthelot from Solidarité, France [2nd contribution]

Goodmorning, 
For your information, please find below a brief note explaining the reasons why we should not limit restrictions and taxation when fighting against price volatility and high food prices.  

Best regards

[French original, Ed.]

Bonsoir,

Pour information, une petite note sur les raisons de ne pas limiter les restrictions et taxes à l’exportation pour lutter contre la volatilité et la hausse des prix alimentaires.  

Cordialement

Il ne faut pas interdire les restrictions et taxes à l'exportation de produits agricoles

Jacques Berthelot (jacques.berthelot4@wanadoo.fr), http://www.solidarite.asso.fr
Le 22 mai 2011

Parmi les causes de la forte volatilité des prix agricoles, et surtout de leur flambée en 2007-08 et à nouveau depuis le second semestre 2010, les institutions internationales et les pays occidentaux ont mis en avant les restrictions et taxes à l'exportation des produits agricoles. C'est notamment le cas du rapport sur la volatilité des prix agricoles remis le 3 mai 2011 à la Présidence française du G20 par 10 institutions internationales : FAO, FIDA, FMI, OCDE, CNUCED, PAM, Banque mondiale, OMC, IFPRI et le Groupe de travail de haut niveau des Nations Unies sur la sécurité alimentaire mondiale. Même le rapport du 11 mai 2011 de l'équipe d'experts sur la volatilité des prix agricoles, commandé par le Panel des experts de haut niveau auprès du Comité sur la sécurité alimentaire mondiale (CFS), emboîte le pas en préconisant "L'établissement de règles plus strictes sur les restrictions à l'exportation : notifier à l'avance l'intention d'y recourir, limiter les mesures dans le temps (comme le sont les sauvegardes spéciales); demander une évaluation indépendante que la sécurité alimentaire est mise en péril".

De nombreux PED ont introduit des taxes, restrictions quantitatives ou embargos à l’exportation des produits alimentaires de base quand leurs prix ont flambé dans la période 2007-08. Le Vietnam, l’Inde, l’Egypte, la Chine, le Cambodge, l’Indonésie et l’Ouzbekistan l’ont fait pour le riz
. Même la Thaïlande, principal exportateur, a décidé de vendre le riz moins cher sur son marché intérieur qu’à l’exportation, ce qui revient à taxer les exportations, même si ses exportations n’ont guère baissé. L’Argentine, l’Ukraine, la Russie, le Kazakhstan, le Pakistan, la Chine et l’Inde ont restreint les exportations de blé en 2007-08 et la Russie et l'Ukraine l'ont fait à nouveau en 2009-10. D’autres pays ont imposé des restrictions à l'exportation sur d’autres produits agricoles, ou des taxes comme l'Argentine sur le soja. 

En fait, l’OMC n’interdit pas de taxer les exportations (article 12 de l'Accord sur l'agriculture, AsA) et le niveau de ces taxes n’est pas limité, à l’inverse des droits de douane à l’importation qui sont consolidés
. Les pays développés et en développement exportateurs nets doivent seulement notifier ces taxes au Comité de l’agriculture de l’OMC, mais il ne s’agit pas d’une demande d’autorisation. Rappelons que l'UE a taxé ses exportations de blé à 35 €/t de la fin 1995 au début du second semestre 1996, et ceci en fonction de l'article 16 du Règlement (CEE) n° 1766/92 du Conseil du 30 juin 1992, portant organisation commune des marchés dans le secteur des céréales, complété par l'article 15 du Règlement (EC) No 1501/95 du 29 juin 1995
. Et le 14 mai 1997 la Commission a à nouveau imposé des taxes à l'exportation des céréales pour quelques mois. Et, au cours de la réunion du Conseil agricole du 26 septembre 2007, l'Espagne a suggéré que l'UE, comme la Russie et l'Ukraine, taxe ses exportations de céréales pour réserver la production aux besoins internes – ce qui atteste que ces taxes sont toujours autorisées par la législation européenne –, mais la Commissaire agricole Fischer Boël a rejeté cette demande
.

Si ces restrictions à l’exportation ont certes participé à la flambée des prix mondiaux, notamment du riz, elles ont par contre réduit la hausse des prix alimentaires dans les pays qui les ont prises. Dans la majorité des cas, ces restrictions ont été adoptées après que les prix aient explosé à des niveaux compromettant la sécurité alimentaire nationale. Et, en l’absence de ces restrictions, certains de ces pays auraient dû importer, ce qui n’aurait  rien changé au bout du compte à la hausse du prix mondial. 

On ne saurait reprocher à un pays pauvre de faire de la sécurité alimentaire de ses citoyens une priorité tant qu’il n’existe pas de gouvernement mondial qui la garantirait. Même si cela va à l’encontre du principe implicite de l’OMC que tous les États doivent privilégier le "bien-être" du reste du monde avant celui de leurs citoyens, même s’ils sont les plus pauvres. Ce principe, mis en évidence dans les négociations du Doha Round, implique que les intérêts offensifs des Etats Membres de l'OMC – leur volonté d’accéder au marché des autres Membres – sont plus légitimes que leurs intérêts défensifs, la défense de leur marché. L’AsA privilégie d’ailleurs l’accès au marché des autres Etats membres au détriment de l’accès des agriculteurs à leur propre marché national, dans son préambule comme dans l’ordre de ses articles.

Pourtant l'histoire montre que les taxes à l'exportation ont été largement utilisées par les pays développés, dès le 11è siècle en Angleterre, et aux 18è et 19è siècles la taxation de la laine à l'exportation a été à la base de la compétitivité de l'industrie textile britannique
! Ensuite la France et le Royaume-Uni ont largement utilisé dans leurs colonies les taxes à l'exportation vers les pays tiers, notamment sur les matières premières agricoles, pour conserver le monopole de leur importation à bas prix. Puis, après les indépendances, les nouveaux Etats d'Afrique et d'Asie ont largement taxé les exportations des matières premières non transformées, agricoles ou non, à la fois comme ressource budgétaire essentielle et pour promouvoir la transformation nationale de ces produits avant leur exportation. L'analyse précitée du Third World Network montre que la suppression des taxes à l'exportation des noix de cajou non transformées, imposée au Mozambique par la Banque mondiale au milieu des années 1990, s'est traduite par la mise au chômage du million de collecteurs de noix et des 10 000 ouvriers travaillant dans les usines de transformation. Un rapport de l'OMC de 2004 précise aussi que les taxes à l'exportation – qui sont autorisées par l'OMC – sont souvent un moindre mal, un "second best", pour de nombreux pays en développement
. Inversement, on doit reconnaître que les taxes prélevées par la Côte d'ivoire sur l'exportation du café et du cacao durant le long règne du Président Houphouët-Boigny ont largement contribué à financer les infrastructures et une certaine industrialisation du pays. 

Malheureusement, sous la pression des pays développés et notamment de l'UE, le Projet révisé de modalités agricoles de l'OMC du 6 décembre 2008 a proposé de mettre fin à l'autorisation des taxes et restrictions à l'exportation des produits agricoles (paragraphes 163 à 169), au-delà de l'article 12 de l'AsA, notamment au paragraphe 168 : "Les prohibitions et restrictions à l'exportation concernant les produits alimentaires et les aliments pour animaux au titre de l'article XI.2 a) du GATT de 1994 seront éliminées pour la fin de la première année de mise en œuvre".

Selon le quotidien Les Echos du 18 avril 2008, "Le commissaire au Commerce, Peter Mandelson, n'en démord pas : « La taxation des exportations, les quotas et les interdictions ne servent pas l'économie ou le développement », a-t-il martelé hier devant le Parlement européen, dénonçant un « retour aux politiques mercantiles du passé » et le risque « d'une spirale protectionniste et d'une chute de la production agricole mondiale »"
. Dans un autre discours du 29 septembre 2008, à la Conférence de l'UE sur le commerce et les matières premières, Peter Mandelson déclarait encore : "De 70 à 80% de nos matières premières sont importées… Notre avantage compétitif est déjà extrêmement sensible à l'approvisionnement et aux coûts de ces intrants… C'est pourquoi l'objectif de la politique commerciale de l'UE est, et restera, un marché mondial ouvert complètement libre de toutes les distorsions sur le commerce de l'énergie et des matières premières"
. De même les APE partiels conclus avec certains pays ACP, notamment celui avec la Côte d'Ivoire, stipulent à l'article 16 que les pays ACP ne pourront augmenter leurs taxes à l'exportation, si ce n'est à titre temporaire dans des circonstances exceptionnelles et après consultation de l'UE. Ainsi, non seulement les APE réduiront fortement les ressources budgétaires des pays ACP liées à l'élimination progressive des droits de douane sur les importations provenant de l'UE, leur principal partenaire commercial, mais encore ils ne pourront pas taxer leurs exportations pour accroitre leurs ressources budgétaires.

L'UE et les Etats-Unis (EU) sont d'autant moins fondés à vouloir supprimer les restrictions ou taxes à l'exportation qu'ils sont les principaux responsables de la flambée des prix alimentaires depuis 2006-2007, et ceci par la baisse de leurs stocks céréaliers, leur politique d'agrocarburants et par le fait que l'UE a été importatrice nette de céréales en 2007-08.

Ainsi, selon les données de l'USDA, la baisse des stocks céréaliers des EU et de l’UE a été supérieure de 14% à la baisse des stocks mondiaux de 2005-06 à 2007-08 et elle a représenté 88,3% de la baisse des stocks mondiaux attendue de 2009-10 à 2010-11, soit de 43,5 millions de tonnes sur 49,2 millions de tonnes. Puisqu'il y a une corrélation inverse structurelle entre niveau des stocks internationaux et niveau des prix, leur responsabilité dans la hausse des prix mondiaux des céréales est incontestable. 

Qui plus est, la baisse de ces stocks porte surtout sur ceux de céréales secondaires qui a représenté 94,8% de la baisse du stock mondial de celles-ci, la baisse de stocks de maïs représentant 96,3% de la baisse du stocks de céréales secondaires des EU, de 43,4 à 18,5 millions de tonnes, du fait de la forte croissance de la part dédiée à l'éthanol, qui sera de 127 millions de tonnes en 2010-11, soit 41,4% de la production de maïs des EU (316,2 millions de tonnes), 15,6% de la production mondiale (815 millions de tonnes), 40% de plus que les exportations mondiales de maïs (90,6 millions de tonnes) et 171% de plus que celles des EU (48,3 millions de tonnes) qui sont le premier exportateur. 
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Car on a l'effet de dominos suivant dans la flambée des prix : la hausse actuelle et prévisible du prix du pétrole entraîne et entraînera celle de l'éthanol, qui nécessite plus de maïs et en augmente donc le prix, ce qui réduit les surfaces disponibles aux EU pour le soja et le blé, dont les prix mondiaux flambent en conséquence puisque les EU sont "faiseurs des prix mondiaux" pour les céréales et les oléagineux. Et, comme le maïs et le soja sont la base de l'alimentation animale intensive, les prix des produits animaux (lait et viandes) augmentent corrélativement. On doit y ajouter les 11 millions de tonnes de céréales de l'UE consacrées à l'éthanol et les 6,8 millions de tonnes d'huile de colza consacrées au biodiesel
, soit 71,6% de la production d'huile de colza ou 15,8 millions de tonnes de graines de colza sur 22,6 millions de tonnes. Et la flambée des prix du sucre est liée aussi à la forte

hausse de la production d'éthanol basée sur la canne à sucre au Brésil. Une analyse de la FAO de 2010 montre bien la responsabilité écrasante de la politique des agrocarburants dans la flambée des prix des céréales et oléagineux en 2007-08 et montre aussi pourquoi il en sera de même à l'avenir.

Les défenseurs des agrocarburants mettent en avant que les co-produits pour l'alimentation animale réduisent beaucoup leur impact négatif sur les disponibilités alimentaires. Ainsi, si 1 tonne de bioéthanol nécessite 3,3 tonnes de blé, elle donne aussi 1,15 tonne de drèche, laquelle réduit donc de 34,8% les besoins en blé pour l'alimentation animale, ainsi qu'en protéines puisque la drèche de blé contient 35% de protéine, 3 fois plus que le blé
. De même 1 tonne de graines de colza fournit 560 kg de tourteau et 420 kg d'huile qui donnent aussi 420 kg de biodiesel
. Sans doute mais cela ne réduit que de 35% les besoins en céréales pour l'alimentation animale et encore pas toujours puisque les drèches de céréales conviennent surtout aux ruminants et beaucoup moins aux monogastriques.  La production de co-produits issus des agrocarburants ne réduit donc pas beaucoup leur responsabilité dans la flambée des prix, laquelle est d'ailleurs partagée par la poursuite de la hausse de la consommation des produits animaux nécessitant ces aliments du bétail. 
L'UE est d'autant moins fondée à demander la suppression des restrictions à l'exportation des céréales qu'elle a elle-même réduit les disponibilités en céréales sur le marché mondial de 20,5 millions de tonnes de céréales durant les deux ans de flambée des prix, de 2005-06 à 2007-08, soit de 26% des utilisations mondiales supplémentaires, parce que l'élimination des stocks publics n'a pu compenser les aléas climatiques. Elle est en effet passée d'une situation d'exportatrice nette de 10,6 millions de tonnes de céréales en 2005-06 et de 5,4 millions de tonnes en 2006-07 à une position d'importatrice nette de 9,9 millions de tonnes en 2007-08, du fait d’importations nettes de céréales secondaires de 15,2 millions de tonnes, supérieures aux exportations nettes de 5,2 millions de tonnes de blé. Et ce déficit n’est pas dû seulement aux aléas climatiques mais aussi à la suppression des droits de douane sur les céréales du 1er janvier à fin octobre 2008 sous la pression des éleveurs. Ce retrait de 20,5 millions de tonnes de céréales de l’UE du marché mondial relativise la baisse dans le même temps de 11,9 millions de tonnes des exportations nettes de l’Australie dues à la  sécheresse dont on a fait grand cas.

Faut-il au moins interdire les restrictions à l'exportation vis-à-vis des PMA comme le demandent aussi bien les Institutions internationales dans leur rapport pour le G-20 que l'Equipe d'experts auprès du CFS? Si cela semble a priori une mesure humanitaire, il n'y a pas de raison de faire supporter aux seuls pays en développement normalement exportateurs l'obligation d'exporter vers les PMA si cela doit se faire aux dépens de leur sécurité alimentaire nationale. Lorsque les prix mondiaux sont élevés la solidarité doit être d'abord être assurée par des transferts des pays riches, qui doivent déjà commencer par réguler très strictement la spéculation financière sur leurs marchés à terme non liée à des achats physiques, puisqu'ils amplifient énormément ces prix agricoles. 

Et les PMA eux-mêmes doivent cesser d'écouter les sirènes des institutions internationales et des pays développés leur chantant que leur développement doit se fonder d'abord sur l'accès au marché des pays développés quitte à importer les produits alimentaires de base, notamment les céréales. Si cette chanson pouvait avoir une certaine séduction jusqu'en 2005 alors que les prix des céréales étaient très bas compte tenu du dumping massif des pays développés, leur seul salut réside désormais dans la souveraineté alimentaire, dans une protection efficace de leur marché intérieur basée sur des prélèvements variables garantissant des prix d'entrée fixes en monnaie nationale, afin d'assurer les prix rémunérateurs permettant aux agriculteurs d'autofinancer leurs investissements.        

Par contre, puisque le paragraphe 1.a de l'article 12 de l'AsA stipule que "Le Membre instituant la prohibition ou la restriction à l'exportation prendra dûment en considération les effets de cette prohibition ou restriction sur la sécurité alimentaire des Membres importateurs", les pays développés, et d'abord l'UE, devraient être obligés de taxer leurs exportations agricoles du montant de l'ensemble des aides, directes et indirectes dont ces exportations bénéficient afin d'interdire tout dumping. On devrait donc modifier l'article 12 de l'AsA comme suit : "Les Membres doivent imposer des taxes à l'exportation des produits agricoles quand ils ne peuvent empêcher autrement des exportations à des prix inférieurs à leur coût de production total moyen national sans subventions directes et indirectes".

10. Kodjo Dokodjo from the Ministry of Agriculture, Livestock and Fisheries, Togo [2nd  contribution]
Dear Moderators,
What should the policy instruments look like to protect the vulnerable urban population and to ensure their food security??
Policy instruments to protect vulnerable urban population to ensure their food security can be classified into three categories: 
The first category includes measures to support agricultural production. In this field, investments and factors of production (tractors, hydrolic barrages…etc) must be available all along the agricultural production process.  Measures to support agricultural production are completely absent from the production process in developing countries. However, investments in the rural sector are very weak in these countries, and the Maputo conference held in 2003 highlighted this. Though they have committed during this conference to invest 10 percent of their budget in agricultural production; but seven years later, very few of them honored this commitment. The causes of food insecurity in developing countries are due to the lack of interest and the incapacity to invest in the rural sector. In most of these countries, there is great lack of agricultural equipments. When the agricultural production remains constant or even decreasing while  the population is increasing, urban populations with weak salary and low incomes are blamed in food security matters. In this context, policy instruments must make sure of real investment in the rural sector. This will contribute to the development of agricultural production, which on its turn, will improve vulnerable urban populations’ state of food and incomes. 
The second category deals with management, regulation and preservation of food stocks. This policy instrument must be suited to the situation of every country. Its aim is to reduce loss intervening between the production and the final consumption and the cost of preservation.  
The third category deals with food distribution, consumption and nutrition, because this policy cannot be absent from the production process. Its aim is to keep a close watch on food availability everywhere. It must check at all level complementary charges so that at the end of the line the price is not too high. 
Periodic analysis must be set up on every policy instrument put in place to protect vulnerable urban population from food insecurity. This analysis will aim at the effectiveness of the instruments so that they could be adjusted in case of deficiency. In this respect, reliable statistics must be available in terms of monitoring and evaluation.
What should be the necessary steps and policy measures to be adopted to restore confidence in international food trade? How might the role given to international trade in food security be reconsidered? How might food security issues be included in world trade negotiations? 
Steps and policy measures to be adapted to restore confidence in international food trade must include integrated price control. It is necessary that intermediary charges from the producer to the wholesaler on one hand, and from the wholesaler to the final consumer on the other hand be reduced.  There are too many charges in world trade: insurance, transport, VAT (value-added tax) and those related to customs. To restore confidence in international food trade, there is a need to create an international fund for trade (IFT) to which all country should adhere. The IFT will serve to settle up international transactions processed by the economic operators. 
Food transactions must be exempted from taxes and all other forms of charge when negotiating food security issues in world trade.
What could be the other strategies or country experiences that should be considered for the elaboration of national food security strategy?
The draft has made case of some pertinent national food security strategies. All these strategies result from the food price crisis of the years 2007-2008. Other national strategies to take into consideration in food security matters are as follow: 

· Supporting the whole agricultural production process by providing agricultural equipments, seeds, tractors…etc;

· Building rural trails;

· Subsidizing chemical products for better preservation of cereal stocks; 

· Creating national agencies for food stocks management.

Thanks
Kodjo Dokodjo

11. Maimouna Soma from FIAN Burkina
Il est évident que la volatilité des prix des produits alimentaires est due au fait que la demande dépasse de loin l'offre alimentaire. Cet écart est dû à la croissance exponentielle de la population mais principalement à la promotion du biocarburant.
En effet la production du biocarburant contribue à augmenter le déficit de l'offre par rapport à la demande. Ce qui est écœurant, comme cela ressort de l'analyse du Dr SOMA dans sa thèse intitulée "droit de l'homme à l'alimentation et sécurité alimentaire en Afrique".

C’est que d'un coté, des gens meurent de faim et de l'autre coté, des céréales ou de vastes superficies fertiles sont utilisées pour produire du biocarburant. Des sommes colossales sont dirigées et  investies dans ces types de projets au détriment des investissements agricoles. 

Selon notre conception, il importe peu que les financements agricoles soient nationaux ou internationaux, ces investissements doivent chercher à booster la lutte contre la faim et surtout ne pas léser les paysans et les paysannes qui ont très peu de moyens financiers pour se procurer des denrées alimentaires sur le marché.
[English translation]

It is obvious that the volatility of food prices is due to the fact that demand far outstrips the food supply. This difference is due to the exponential population growth but mainly to the promotion of biofuel.
Indeed, biofuel production helps to increase the deficit of supply over demand. This is sickening, as is clear from the analysis of Dr. SOMA in his thesis entitled "Human Right to Food and Food Security in Africa".
On the one hand people are starving and on the other hand, grains or large fertile areas are used to produce biofuel. Huge amounts of money are managed and invested in these types of projects at the expense of agricultural investment.
According to our opinion, it is not important whether funds for agriculture are domestic or international, these investments should seek to boost the fight against hunger and especially not to harm the peasants who have little financial means to purchase food on the market.

12. Joceline Solonitompoarinony from the Ministry of Agriculture, Madagascar

Please find below some observations on the Version Zero of the Study on Price Volatility:  

I. Recent price volatility in international food markets: three interpretations – C Emerging scarcities

Les relations entre « Cyclical food crises » et « the decline of agricultural investment, public spending on agriculture, public support broadly » devraient être mieux sériées et mises en exergue.

III. Policy options to address price volatility  

- Développer un peu plus les options proposées (class of instruments) : explication de la mesure, effets attendus, conditions de succès, etc. (Réf. Guide pour l’action à l’intention des pays confrontés à la flambée des prix des denrées alimentaires – FAO 2011)

- Est-ce qu’il n’y a pas lieu de distinguer mesures d’urgence et mesures à plus long terme ou structurelles 

- Autres actions proposées (Réf. Urgent actions needed to prevent recurring food crises – IFPRI Policy brief March 2011) :

· Effective policies and technology investments to minimize food-fuel competition

· Transparent, fair and open global trade

· Policies and investments to promote agricultural growth, in particular smallholder productivity, in the face of climate change .

· Investments by national governments in climate change adaptation and mitigation using the full potential that agriculture offers

· An international working group to regularly monitor the world food situation

· Les recommandations faites par GREMA apparaissent plus consistantes et devraient être mieux prises en compte

[English translation]

I. Recent price volatility in international food markets: three interpretations – C Emerging scarcities

The relationships between "Cyclical food crisis" and "the decline of agricultural investment, Public Spending on agriculture, public broadly support" should be better classified and highlighted.

III. Policy options to adress price volatility  

· The options proposed should be developed a bit further (class of instruments): explanation of the measure, expected effects, conditions for success, etc.. (Ref. Action Guide for countries faced with soaring food prices - FAO 2011)

· Shouldn’t emergency measures and longer-term or structural measures be si distinguished? 

· Other measures proposed (Ref. Urgent Actions Needed to Prevent recurring food crisis - IFPRI Policy Brief March 2011):
· Effective policies and technology investments to minimize food-fuel competition

· Transparent, fair and open global trade

· Policies and investments to promote agricultural growth, in particular smallholder productivity, in the face of climate change .

· Investments by national governments in climate change adaptation and mitigation using the full potential that agriculture offers

· An international working group to regularly monitor the world food situation

· The recommendations made by GREMA appear more consistent and should be better taken into account.  (Financial Transfer Tax (FTT) could make an important contribution to improved market functioning and to depleted public coffers, on page 53 of  the V0 Draft, Ed.) 

13. Michiel Keyzer, Max Merbis and Lia van Wesenbeeck from the Centre for World Food Studies, Amsterdam (SOW-VU), Netherlands
Reaction on “report on price volatility: a zero draft consultation paper”

The study sets out to look into causes and consequences of price volatility, with a special focus on the prevention and mitigation for vulnerable producers and consumers. It also aims to propose policy options that reduce risk and build resilience at all levels. 

At an earlier stage, in our reaction to the proposed Terms of Reference for this study, we suggested that four steps could form the basis of the paper: (1) definition of price volatility, (2) explanation of the process, (3) impact on food security, (4) derivation of policy implications. 
We note that the draft report pays due attention to each of these steps.

The report consists of three parts: (I) causes of the recent price rises (later on in the paper: price volatility) on the international markets for food; (II) price transmission from international to domestic markets;  and (III) policy recommendations to address price volatility and its consequences for food security, at the national and international level. 

We comment each of part and conclude with some general observations.

Causes of recent price volatility on the international markets for food

This part is organized around a distinction between three perspectives on this issue. (a) price volatility is caused by characteristics of agricultural production and food consumption (b) it is inherent to agriculture because of the cyclical nature of investments in agriculture (c) price increases are a signal of immanent scarcities on agricultural markets. The distinction suggests that there are three classes of causes, but in fact, as is also stated by the authors themselves, the three classes overlap en many issues return in more than one perspective. 

I.a This part discusses structural features of the agricultural system, mentioning:

· Inelasticity of food demand. 

· In our view this is a somewhat confusing term, since what is actually meant is the demand for food crops from all sources, including feed and biofuel. 

Here the paper makes the important point that in the past, poor countries food demand adjusted, with famines as consequence, and that, with growing incomes in the world, food demand is becoming even less elastic. 

· This point deserves more emphasis, because this reduced elasticity is an very important change achieved through economic development that raises income, as well as through social policies with better safety nets.

· It also implies that this cause of price volatility is scheduled (should) only become stronger in the coming decades, and therefore, that the world community will have to adapt to price volatility rather than seek to mitigate it.
· The biofuel boom is mentioned as a shock factor in demand from 2004 onwards, and the remark in the report (p. 10) that “after some initial debate, hardly anybody today contests the fact that biofuel production has been a major factor in the recent food price increases’ is a statement that underscores the importance of the effect of this policy-induced, very inelastic demand. It is somewhat artificial, though, to define the co-movement of energy prices and food prices as a third element, since this is a direct consequence of the introduction of biofuel. 

· Missing in after these two points (inelastic demand and biofuels)  is a conclusion with possible policy actions possibly on safety nets, and definitely on biofuels.
· From there on inelastic demand is taken as given and food supply variability is discussed. 

· The section presents some existing viewpoints on this issue, but does not evaluate these viewpoints. Hence, it remains unclear whether or not supply variability has been particularly large recently. 

· Next, trade policies are considered, where the important point is being stressed that policies aimed at isolating any country/region from effects from outside will lead to a larger adjustment burden on those that are not able to shield themselves. 

· However, section ends with the somewhat cryptic observation that shielding off food markets actually is occurring less than in the past, and that markets are more integrated than “… in the sixties when food prices where spectacularly stable”, implicitly suggesting that market integration has strengthened volatility. Such a viewpoint should be stated and defended more clearly, if made at all.
· Speculation is discussed as a fourth cause, stating that there is debate on the importance of speculation and that more research is needed before any conclusion can be drawn.

·  This section lacks assessment or interpretation of the literature presented. 

· It also might mention that the concern regarding volatility is primarily about the spot market, since this is the price that impacts on food security, and distinguish more clearly between spot and future prices while describing the link between both. Though first line of the section hints at spot prices, the literature covered deals with future prices. 

· The paper would benefit from a more rigorous treatment of the role of stocks on the spot market as linking mechanism and of the issue of convergence of futures (the future price will equal the spot price at the date of expiration). Spot prices only react to futures via the stock formation implied by futures contracts. There is a lot of hoarding totally unrelated to futures.  

I.b This part discusses the cyclical behavior of food production as source of price volatility.
· The reliability of the data used and the definition of the concepts would deserve comment. “Stocks”, even defined at some point in the year to make them comparable, presumably are public stocks, since data on private stocks is unlikely to be available, and data on public stocks may also be unreliable. For production, world figures are based on FAOSTAT, and these estimates are not unproblematic, as is well known. 
The section discusses  the persistent decline in agricultural investment

· Some further explanation of this trend might be given (not too long since whole libraries have already been devoted to the subject). The text might indicate whether investments in rural infrastructure count as investments in agriculture.  

· In the discussion on public support for agriculture, the implications of the observation that support for biofuels clearly goes against the trend are mentioned rather casually, whereas it actually amounts to a massive, albeit implicit subsidy, support for the agricultural sector in most of the OECD countries and elsewhere, but in the EU and USA in particular.

I.c The discussion of scarcities in part (c) only briefly mentions the important issue of absolute scarcity of essential inputs such as phosphate, and micro-nutrients. 

· Missing in this discussion is the aspect of contamination of the mineral inputs such as phosphates, with pollutants such as uranium and cadmium. Purification at of mineral nutrients at the source, i.e. close to the mine, would significantly raise the cost of fertilizer, and through it future agricultural prices, which would in turn promote recycling of nutrients.

The paper goes on with a discussion on emissions from agriculture, and concludes that they cannot contribute to price increases at present, since the costs they impose are not internalized in the agricultural prices. 

· This may be true but the function of this message is unclear. Maybe some statement that internalization in the future will also increase agricultural prices will provide a connection.

· Overall the main problem with part I.c would seem to be that it partly overlaps with part (a), and partly conflicts with it, for example in the remarks on Table 8, where the rising demand for vegetable oils is not connected to biofuel production. This part repeats the arguments on changing lifestyles and increasing incomes (although the discussion on page 39 on the effects of urbanization is unclear as no conclusion is drawn), and it again highlights the important impact of biofuel policies.

Price transmissions and consequences for food security
This part presents literature and data on the transmission of international price changes to domestic markets, from various angles

· The section lacks synthesis. The conclusion drawn at the end that poorer countries are less capable of insulating themselves from price changes than rich countries, does not refer back to the important observation made in I. a, that as more and more countries insulate themselves, the adjustment burden become stronger for the remainder. Here, consistency with earlier sections could be substantially improved. 
Next, the paper adopts a totally different perspective, arguing that domestic price volatility usually in more problematic for poor countries than international price volatitility. 

· This may well be the case but some discussion of the empirical evidence available would be useful, as the section now concludes only evidence is lacking about the effect of higher prices on food security.

Policy options: international

This part presents policy options to address price volatility. 

The paper would benefit from a better connection of these options with the analysis and arguments in the earlier sections I-II. 

The numbering is not fully consistent; our remarks follow the numbering in the paper.
Option 1: “slowing down speculation” 

· On this topic section II had concluded that more research is needed, as no clear connection could be claimed based on existing research. 

· Slowing down speculation does not seem a useful or even a practical objective. Rather one would expect that better functioning of spot and financial markets should be the aim. This may call for improvement of the trade rules on commodity  exchanges, for instance regarding the convergence of futures (as are currently pursued by CME) something like mandatory margin calls when prices rise too high. All this should be in full recognition that up to such coverage restrictions the flows themselves left free, as tight position limits only trigger more speculation and promote unsupervised OTC transactions.

· Explicit recommendations in this field would have to be based on a more in-depth discussion in part II.

2. Restoring confidence in the international trading system 

This is a useful section that has connections with the analysis parts (I) and (II).  

2a.Improving trade rules. 

· The section includes an assessment of the WTO process of international negotiations on trade in agricultural products that fits better in the analytical part of the report.

· In the presentation of the list of topics that would have to be put on the trade agenda, it might be mentioned who should do this. 

2b. Creation of import facilities as an instrument to support countries that experience difficulties in maintaining a minimum level of imports of food

· The section closes on an open-ended question and lacks policy recommendations.

2c. Importance of data and information on stocks.

· By strongly criticizing available data on public stocks while noting that those on private stocks are lacking altogether, this section puts to question the validity of the paper’s earlier conclusions. This leads to an inconsistency that needs remediation.

· At the top of page 58 some text is apparently missing.

· It would be useful to indicate who should be criticized for this lack of data (FAO?, UN-statistics?), what hurdles need to be overcome, technically as well as institutionally, and who should take action on this.

2(1). WFP, the difficulties it faces in obtaining funds for the purchase of commodities in times of crisis, and its response of WFP to these challenges.

· The numbering of this section seems to be inconsistent

· The section seems out of place as it mainly describes the work of WFP and a G20 proposal to guarantee the free and unhindered flow of food aid. It would need a policy recommendation of some kind, and a part might be shifted to the descriptive part.

2(2). This section discusses the potential role of the FAC after “fundamental reforms”. 

· The numbering of this section seems to be inconsistent

· The section seems out of place as it merely provides a description of the current state of the reform process, without policy recommendations.

2e.  Characteristics of the current international trade environment that are likely to decrease the effectiveness of policies designed to restore confidence in international trade.

· The numbering of this section seems to be inconsistent

· This section offers a valuable contribution, as it emphasizes the constraints policy changes will have to operate under, but should not deprive option 2 of a conclusion with some clear policy recommendation. 

3. International and national stocks. 

· Most of the material presented here is descriptive and therefore belongs in part I. 

4. Investing in agro-ecological agriculture.

· This section ends without a clear policy recommendation

· The relation with the related analysis part (on scarcities on inputs) is unclear. 

5. This final section makes a very strong statement on biofuels

· The use of the term “food demand” is particularly confusing here, as the main point is about biofuel production as demand for agricultural product
· The discussion on meat production is very brief in this section and does not end with a clear policy implication. A more thorough discussion of the effects of meat consumption and production could be included in part I, with policy options summarized here as for biofuel. 
National options

The section discusses the historical record of particular countries. 

IV. 1 Short review of literature and data on policies pursued by individual countries to (a) prevent increases in domestic food prices, (b) support the poor’s access to food, (c) boost domestic food supply in the short run.

· This review would benefit from a subsection that lists the most important lessons learnt as policy options for other countries. 

IV.2 This section considers the part of the table on policy instruments from the ToR about national policy options to manage volatility

· This section seems too unrelated to the other parts of the report.

IV.3 This concluding section puts emphasis on the differences between countries and concludes that the heterogeneity of institutional capacities across countries must be given due attention

· There is no doubt that countries differ, and that there is no one-size-fits-all advice possible but this should not be more than a mild qualification of earlier recommendations in the report, which hardly gives recommendations about country-specific policies. 
General comments on the report

The paper essentially offers an overview of the discussions surrounding price volatility. Given the extremely short time frame (the consultation on the ToR for this paper was closed in February this year), the authors of this report can only be commended for the comprehensiveness of this overview. The presentation also seems very balanced and reflecting the state of knowledge in the areas covered, with one exception:  

· the economics of stockholding and futures would need improvement in substance. 

A second general comment concerns the link between analysis and policy recommendations.

· If the paper is to provide guidance for the CFS, it should contain more explicit policy recommendations and make them follow more closely from the analysis. It would in particular be useful to indicate what is to be done, by whom and what role of the CFS might play in following up on the recommendations. 

A final, in our view important comment concerns the focus of the paper on preventive measures (mitigation) rather than on policies aimed at coping (adaptation).

· The distinction between mitigation and adaptation could help clarifying the classifications adopted in the report. 

· A new  part on adaptation policies, particularly with regard to agricultural finance, and financing of safety nets would enhance both the comprehensiveness and the policy relevance of the report, particularly because price volatility is there to stay in view of the basic feature spelled out in the report: even though abolition of biofuel mandates and elimination of export bans will in the short run reduce price volatility, in the long run  the impact of improved food security takes over.

Comments on the process

As this is the first report prepared under the HLPE-CFS, some comments on the procedure may be in order. 

· The time schedule seems too tight for even the best of working parties to arrive at reports that can make a dent. It should in the future leave authors more time for reflection and consultation. 

· The process to arrive at the formulation of the ToR for the papers – using open consultation – has broadened of the agenda of the report. Combined with a tight time schedule this is almost a sure recipe to produce a report without “teeth” for the CFS to act on.

· In the longer run, open consultations only work if those who spend time and effort submitting their comments are kept informed by the managers of the process of what happens with their suggestions, and receive some sort of reply. If this puts unacceptable burden on these managers, a different mode of consultation will be preferable, with a limited number of referees, because adverse selection among those willing to comment openly should be avoided by all means.

· Finally, with respect to the topic of food price volatility, recently, the G20 report on food price volatility was presented co-authored by all main international players in the field except the CFS, but including the UN-HLTF on global food security, with an extensive list of policy options,. The relation between this report and the G20 report should be clarified, and some linkage should preferably be established.

14. Antonio Tricarico, on behalf of the Campagna per la Riforma della Banca Mondiale (CRBM), Italy 

Dear Sir/Madam,

please find attached CRBM short and focused submission on the zero draft report on food price volatility.

We congratulate the drafting team for the work done so far, which is a good and promising start.

Please acknowledge that you received it correctly.

We hope we will get chances to give more feedback on all issues raised in the report in the coming weeks.

Best regards

Antonio Tricarico

Coordinator

CRBM

CRBM submission on zero draft consultation paper of the Report on Price Volatility of the High Level Panel of Experts of the Committee on World Food Security

Overall assessment and scope of the submission

In the overall CRBM gives a positive assessment of the zero draft of the Report made available in

mid-May for comments. Contrary to similar documents recently produced by other international

organisations on the same topic of food price volatility, the HLPE team took an olistic and

comprehensive approach and covered all relevant issues.

It is central the distinction adopted between volatility which is generated globally and transmitted to local markets and volatitly endogeounsly generated within local markets. At the same time the team notably raised some critical issues concerning the existing international trade architecture as well as the role played by financial speculation in price volatility.

CRBM believes that supply side mechanisms should be further explored regarding long-lasting

solutions to price volatility, despite compatibility with the WTO is a potential limitation. In this

regard, as raised in several occasions by Prof. Olivier de Schutter, UN Special Rapporteur on the

right to food, previous experiences of commodity boards should be reviewed and possibly similar mechanisms advanced to guarantee food price stabilisation.

However as already mentioned in its previous submission on the Terms of Reference of the report in February 2011, CRBM urges the drafting team and the whole HLPE to give more attention to the specific financial mechanisms which are responsible for excessive financial speculation and consequent excessive price volatilitily as registered for some commodities in 2007-2008 and again in 2010 up to now. This short submission will focus on few basic additions which will be hopefully included in the report. CRBM apologises for not addressing the broader questions suggested by the drafting team and hopefully will give feedback too on them informally in the coming weeks.
Evidence of correlation between excessive financial speculation and excessive food price

volatility.

As rightly pointed out by the zero draft Report, attention should focus on excessive price volatility – that means, registered in a short term and far exceding changes in market fundamentals in the last years. Similarly concerning financial speculation, attention should focus on what is defined as excessive financial speculation – such as in the Dodd-Frank Act in the United States.

While it is true that academia and researchers are divided concerning the overall correlation

between financial speculation and price volatility, there is a relatively wide documentation that

agrees on the existence of some clear correlation between excessive financial speculation and

excessive price volatility. CRBM already submitted in Feburary to the HLPE a long list of official

reports supporting this thesis.

This differentiation and evidence of correlation should be adequately taken into account in the final drafting of the report and adequate languaage adopted in this regard.

Speculation 4.0 to be better reflected upon in the report analysis

Concerning financial speculation, the report does not reflect adequately on the implications of new instruments developed since 2000 and which have generated a new kind of correlation between different commodities (financial-financial through index funds) or between financial products and physical markets (exchange traded funds).

Beyond physical hoarding, speculation by brokers on physical and financial markets, and futures

markets speculations, these instruments represent a fourth generation of speculative instruments, much more powerful than pre-existing ones.

Looking at the cross-correlation among commodities is crucial, given than oil is heavily weighted in index funds. Similarly it should be pointed out that the inclusion of “carbon” in the basket of

commodities of index funds would exhacerbate cross-correlation and food price volatility given the extreme volatility of carbon as a commodity – and also given its “intrinsic” derivative nature in itself.

At the same time the report should pay more attention to the role that swap derivatives play in

financial speculation on commodities.
International policy options to slow down speculation

Regarding these options, and coherently with points raised above, the option of excluding food

commodities from commodity index funds and commodity exchange traded funds and notes has to be taken into account.

At the same time it is better to specify that both individual and aggregated polition limits should be applied.

Furthermore it is crucial to stress that no exemption should be allowed for monetary swaps related to commodities, as today advocated in the definition of national regulations on financial commodity markets. Otherwise such exemptions would de facto structurally bypass position limits and would not reduce correlation and volatility transmission between different financial markets – including commodity futures markets – as well as between commodity physical and financial markets. 
Conclusions

A clear correlation between excessive financial speculation and excessive food price volatility  does exist and has to be addressed in the context of international policy measures to be proposed to the CFS.

Even though the answer to stabilization of food commodity prices should not be found in finance in the long run, but instead in the improvement of physical commodity markets through supply and demand side management measures, it is crucial to reduce the impact of financial speculation on food commodity prices by adopting a bolder approach including all possible regulatory measures to be put in place by governments and international institutions on financial markets to curb speculation upfront.

Antonio Tricarico

Coordinator

CRBM
Italy

15. Switzerland’s comments, received through the Permanent Representation of Switzerland to FAO, IFAD and WFP, Italy 
We are sending you below the Swiss comments on the HLPE Project Team’s VO draft on price volatility.

1. General observations

· Switzerland welcomes this zero draft report which is in our view well structured, raises the right questions and offers adequate policy options to address price volatility.

· We agree with the findings of the HLPE that national price volatility as such is a feature of agricultural markets and that international price volatility and prices for foodstuff per se have increased in recent years. The problem is above all excessive price volatility. In this regard we would like to stress four aspects which in our view are of fundamental importance. They are: 

· The need to reduce excessive price volatility by measures aimed at increasing market information and transparency, and ensuring that price movements  reflects underlying market fundamentals. Rather than regulating price movements by governmental measures (such as price controls) governmental actions should aim to minimize the negative effects of excessive price volatility on producers and poor consumers. In this regard the recommendations made by the UN Special Rapporteur on the Right to Food, Olivier de Schutter (Briefing Note 2 – September 2010) should be taken into account.

· The need to recognize the positive contribution a sustainable and multifunctional agriculture can make to reduce excessive price volatility. In addition to supplying feed, food and industrial raw materials, agriculture also delivers public goods and services aimed at the conservation of natural resources and biodiversity, the maintenance of the landscape and the contribution to rural development. More investments in a global sustainable food and agricultural  system are therefore crucial.

· The need to foster innovation and advisory systems in order to increase productivity, enhance efficiency, improve sustainable resources use and reduce food waste and losses.

· The need to increase investment in sustainable local agriculture particularly in developing countries in order to enhance resilience of the food system as well as to contribute to the reduction of rural poverty by creating employment and income. Special emphasis should be put on family farms which have the greatest potential in terms of production growth.

· Basically what we would like – and therefore what we think is missing in this document – is a clearer set of recommendations/measures for policy makers about the way excessive price volatility can be addressed both at the national as well as the international level. In our view the report does not go far enough at this stage. In particular we miss practice oriented recommendations on how negative effects of volatile prices on producers and poor consumers could be reduced in a efficient and effective way (e.g. crop or income diversification).

· We also miss a reference to the Rome principles as agreed at the 2009 FAO World summit on Food Security in Rome as well as to the recent FAO/OECD report “Price Volatility in Food and Agricultural Markets: Policy responses” and particularly the recommendations made.

· Finally, we would appreciate to have in the draft report a contribution from the Project Team on two important issues: food loss and waste and the need for increased research and development.

2. Comments to the questions

Regarding the topics and questions raised by the Project Team our comments are the following:

· The three interpretations of the international price rises. In our view these interpretations are correct and cover to a large extent the range of possible causes. The distinction between the three characterizations of price volatility is useful but one should avoid to view them separately. There are indeed complementary and interact among themselves. The price rises in the past few years are the result of a stronger demand for food and its alternative uses (feed, biofuels). The deficit in supply over the last decade has lead to more sensitive international markets – more sensitive e.g. to export restrictions and crop failures - and has been a factor supportive of the increased price volatility. Both issues – price volatility and inadequacy between demand and supply– need to be addressed in parallel. The general analysis part of the report is well done, although the strong link between food and energy prices due inter alia to the production of biofuels and transportation cost could be emphasized in a stronger way.

· The consequences of price volatility on vulnerable populations. To get a better and quicker assessment of the actual situation of vulnerable populations’ food security in relation to price volatility one could entrust FAO and WFP countries representatives with the task of collecting information. Another possible option would be to make use of the information collected through the Purchase for Progress (P4P) initiative. Self-reported food insecurity data could also give interesting insights into the development of food security in recent years

· Ways and means to protect the vulnerable urban population. In case of food price shocks well targeted and country specific safety net programs such as feeding programs, cash transfers or vouchers for the poorest are important short term measures. Since the problem of food security in urban areas is often a problem of affordability rather than food availability increasing the purchase power of the poorest (e.g. through creating jobs or better education) may be the most promising strategy in a long term perspective.

· How to restore confidence in international food trade. In our opinion the confidence could be restored first of all by a rapid and successful conclusion of the WTO Doha Round. This would strengthen the multilateral system, where in general, LDCs, NFIDCs and small and vulnerable member states are in a more favorable position than in bilateral trade agreements. The conclusion of the Doha round would result in a opening of the markets in developed countries while maintaining special and differential treatment for developing countries. The report raises another very important issue related to international food trade: the treatment of export restrictions. It is quite true that, for the time being, no adequate regulations are foreseen for adequately surveying and limiting export restrictions. Switzerland supports in this regard the comments made in Chapter III- 2 [Restoring confidence in the international trading system] regarding export restrictions. However, it is important to note that the observations in the text are not entirely clear concerning the country groups suffering most from export restrictions (and therefore benefiting from the provisions foreseen in the text). It is important to keep in mind that often developing countries adopt export restricting measures while mainly NFIDCs and LDCs suffer from such measures. While the effectiveness of export taxes in tackling domestic food insecurity can be questioned, there is a certain detrimental effect on the multilateral trade system. The report should better reflect this.
An additional aspect for restoring confidence in international trade is the improvement of transparency. Institutions such as e.g. the International Grains Council (IGC), which provide market information, should be strengthened.

· National food security strategy: We agree with the recommendation to develop country level Food Security Strategy Programmes (FSSP) based on a complementary mix of the four proposed types of interventions. This is an issue which could be put at the agenda of the CFS for consideration and possibly decision. In our view it is worth considering an integration of country specific food security strategy issues into the already existing Poverty Reduction Strategy Programmes, rather than creating a separate strategy for food security. Even if a food security strategy will differ from country to country, it is important to take into consideration regional approaches (trade agreements, stocks,…) as important instruments of national food security strategies. This applies for both food importing as well as food exporting countries in the same region.

3. Specific comments

	Page
	Section 
	Comments

	p. 74 and 75


	Table


	This table is very useful. However, we suggest to characterize the first policy level (first and second class of instruments) in a different way: “Market-based instruments” (instead of “market support instruments”, as this term is used in a different way in an OECD context) 

As regards the third class of instruments, it has to be specified that productivity in smallholder farming has to be enhanced in a sustainable way. Only measures which do not foster the depletion of the natural resource base and minimize adverse effects on humans should be taken into consideration. In this respect input subsidies can be problematic.

	p. 13
	3.a.)
	It is correct to state that agricultural markets are characterized by thinness. As shown by Anderson (2009) there are interconnections between thinness of markets and price volatility. Nevertheless, there is no scientific evidence that thinness of markets does correlate with price volatility. First results of ongoing OECD studies show that correlation between thinness and volatility is rather small and can be positive or negative.

	p. 59
	(2)
	The information on the Food Aid Convention FAC should be more accurate: Under the FAC, donor countries pledge to provide specified minimum amounts of food aid to developing countries. FAC donors are encouraged to improve the effectiveness and quality of food aid in support of food security, particularly for the most vulnerable groups, and seek to improve member co-ordination in the field of food aid. At the beginning -  the first FAC is more than 40 years-old - the FAC was influenced by the exporting countries overproduction problems, mainly for of wheat, and the search for fair competition between them. This has been reflected in the current FAC which goes back to 1999. Since about 2005 discussions have been under way in order to update the FAC, but the members have been reluctant to start negotiations before the conclusion of the Doha round. The negotiations for a new Convention were finally launched in December 2010.

If it is stated that the “FAC could play a very useful role were it to be fundamentally reformed” it should be defined more exactly what could be its role and how it should be reformed.


16. Mauro Conti from Crocevia, Italy

Few quick notes on the zero draft:

Measure and definition of volatility in not easy, and often related to scarcity, on short (p.6) and long term (p.32). 

For what concerns the short term, since the role of index funds in commodities markets, a volatility measurement through high frequency data like for FX (see Dacorogna) could give some new evidence related to function of the markets and empirical regularities encountered in the data.

In the zero draft, the role of financial actors, hedgers, arbitrageurs and mostly speculators (who often hold huge physical stocks) in correlating food prices to other financial products seems to be underestimated.

On the long term, even if it's really proper to define scarcity as a problem of human demand, instead of human needs, it would be correct to remember that in the 2007-2008 food price crisis the food production was higher than in previous years (estimate for 12 billion people) and that in many studies prices are not a signal of scarcity, but (for instance in the mark-up theory) a signal of market power in the physical markets (supply and value chain, mode of production, etc). 

Regards

Mauro Conti
17. Osamu Koyama from the Japan International Research Center for Agriculture, Japan
Dear Members,

This is my first posting to this Forum. I’m an agricultural economist working at a research institute in Japan. I read through a draft of Report on Price Volatility, and had a strong impression that the draft provided with well-balanced meaningful views on this very critical issue threatening the human society.

The first chapter, which provides analytical views on the recent market situation, gives various clear-cut facts based on three interpretations. I agree with the idea that the all of three interpretations are on-going phenomena in the global food market. Moreover, most vulnerable people are suffering from combined and amplified results, i.e. price fluctuation at higher price level, of these three phenomena. I would also like to suggest that the current volatility is partly caused by a new type of structural change in world commodity market in general, based on advanced information networks. Another point is that we should not be satisfied even if the current level of instability was measured as same as the past. (It must be quite different in terms of the number of affected people.) We had better note that the current situation is simply unacceptable.

The chapter dealing with price-transmission also gives thoughtful data to be discussed. It revealed that many African countries are exposed and not armed against merciless market force. This part can be further expanded, as some countries, many in East Asia, suffered less from the price hike in 2007-8, thanks to their national stabilization measures.

The part of policy options is the highlight of this report. It is clear and comprehensive. Again I appreciate the authors’ balanced manner of dealing the issue. In particular, a viewpoint that the regime of world agricultural trade has historically been built on the interests of major exporting countries is quite important for future discussion. 

However, the report may be able to step further by suggesting a concept of new trade regime which can assure global food security in the era of food scarcity. I would like to support the idea that any sovereign country has a right to implement measures to protect the people from hunger. Further trade liberalization should be pursued or recommended only in the circumstance where the food security of vulnerable people is assured. It is not an unquestionable virtue but merely a conditional policy option in the reality of global agricultural trade.

Thank you.

Osamu Koyama
18. Christopher B. Barrett from the Dyson School of Applied Economics and Management, Cornell University, USA and Marc F. Bellemare from the Sanford School of Public Policy, Duke University, USA 
Introduction

Having both written, read, and taught extensively on food policy as it relates to developing countries, we read version zero (v0) of the Report on Price Volatility prepared by the project team for the High-Level Panel of Experts (HLPE) on Food Security and Nutrition with great interest and offer some reactions for the HLPE’s consideration.

Strengths

The strength of v0 is that not only does it address the possible causes – excessive food price volatility, cyclical food crises, and emerging scarcities – and presumed consequences of the food crises of 2008 and of 2010-2011, it also considers several policy options at both the international and national levels in view of preventing such food crises in the future. We applaud this focus on policy-oriented inquiry.

Weaknesses

The major weakness of v0 is that it reinforces an error of conflating “price volatility” with “food price rises”, an error that pervades much popular discussion of the global food crises and which subtly encourages policymakers to tackle the wrong problem. Let us explain. 

Defining food price volatility as the fluctuations (specifically, the moving average standard deviation) around a given food price level and using the Food and Agriculture Organization (FAO) of the United Nations’ food price index, we show in a recent paper (Barrett and Bellemare, 2011) that increases in the food price level are statistically significantly associated with higher levels of political instability while increases in food price volatility are actually associated with lower levels of political instability.1

These findings at the worldwide, macro level actually echo those at the micro level. Indeed, in another paper (Bellemare et al., 2011), we show that increases in food price volatility, although detrimental in aggregate to rural households in Ethiopia, may actually slightly benefit the poorest households. It is the wealthiest households in rural Ethiopia who suffer from food price volatility because they are net food sellers who have to invest in land, seed and other inputs long before they know what price their crop sales will fetch. For poor buyers, high food price levels are harmful; but price volatility, defined as

One of us is actually working on a manuscript showing that the impact of food prices on political unrest is, as has long been suspected, causal variation around the level, is not intrinsically bad. It can even offer some opportunities for timing purchases and substituting among commodities to reduce food costs.

This discrepancy between our findings and the beliefs commonly held by policy makers and portrayed by the media arises from a subtle but crucial distinction. We define food price volatility in its precise, statistical sense (i.e., as a measure of the movements around a given level, or as the variance or standard deviation of food prices) whereas they seem to define volatility in another sense (i.e., as large increases in the level, or as increases in the food price level). Is this all just semantics? Of course not. Words have distinct meanings, and the right policy responses require one to think clearly using the right concepts.

Lastly, even if we were to assume for the sake of argument that food price volatility is an issue, a forthcoming paper by Jacks et al. shows that although commodity prices have always been more volatile than the prices of manufactured goods, commodity price volatility has not increased significantly over the past 300 years.

Recommendations

Given the foregoing, our view is that v0 focuses on the wrong issue by using the wrong definition of food price volatility. Our work at both the micro and macro levels shows that the real issue is rising food prices, and not food price volatility.

Indeed, as a result of the hardship they induce, rising food prices often sow discontent in developing countries. The 2008 food price spike helped bring down governments in Haiti and Madagascar. Recent political unrest in North Africa and the Middle East coincides strikingly with this most recent period of rising food prices. In Tunisia, protesters in the initial demonstrations in December 2010 brandished loaves of bread as they launched political unrest that toppled a dictatorial regime that had been in place for almost 25 years.

By conflating high food price levels and high price volatility, policy makers and members of the press make three important errors. First, while it is clear that food price levels are at historic highs, food price variability, although high these past few years, is not out of line with historical experience and is generally lower than in the 1970s.

Second, the effects on the well-being of the poor of price levels and of price volatility differ. Rising food price levels hurt food consumers by reducing their purchasing power while benefitting food producers by increasing farm profits. By contrast, food price volatility hurts net seller food producers, who make irreversible investments in crop inputs at the start of the growing season and routinely reduce such investments as food price risk increases. Perhaps not coincidentally, these same large farmers enjoy tremendous taxpayer-funded support programs from G-20 governments presently expressing concern about food price volatility.

Third, volatile food prices – as distinct from high price levels – do not necessarily harm the poor and are not associated with increased political unrest. Indeed, our statistical results suggest the opposite. 

As the HLPE pursues a policy-oriented investigation of the causes and consequences of recent global food crises and of prospective policy preventatives for further crises, we strongly urge clarity in the definition of key terms and a tight focus on the phenomena of concern – historically high food prices –rather than on food price volatility that is neither high in historical terms, nor necessarily problematic for the poor nor for political stability.
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19. Germany’s comments, received through the Permanent Representation of the Federal Republic of Germany to FAO, IFAD and WFP, Italy

German Comments to the HLPE report on Price Volatility
(1) The report illustrates the status quo well and gives the different findings on the causes of price volatility. It deals with existing literature on price transmission and its consequences, and it explains the way different states responded to the crisis.

(2) Due to the way it is presented, the report is very long in some parts and is not always clearly arranged. Therefore we would recommend that it should be streamlined.

(3) It should be possible to derive direct, clear recommendations from the list of contents. The sub-chapters in chapter I do not make it clear whether different views of the cause of volatility are presented or whether the presentation of the recommendations is already being prepared by outlining the three so-called "interpretations" or sets of causes. The reader possibly expects the discussion of market opening strategies /versus/ a limited separation of economic areas.

(4) Possibly, very long descriptive parts could be moved to an annex or, alternatively, an "executive summary" could be drawn up which should comprise no more than 5 pages. It would be even better to delete parts of the text altogether (e.g. p. 34/35 Chapter C1 (a) on the very theoretical approach regarding "yield gap / yield potential" or the last paragraph on p.39 Chapter C2(a) on urban waste).

(5) The three sets of causes (interpretations) of price volatility are presented in a complementary way. Excessive volatilities, which many states are unable to compensate for; volatility as a "natural mechanism"; and volatility due to increasing scarcities.

- In the context of these three sets (interpretations), price volatility is presented inter alia as a consequence of disasters and as a consequence of political action. The FAO analysed the response of 81 states to the 2008 crisis from this standpoint.

- In addition, the report points out that we are moving towards a situation where there will be severe shortages. Population explosion and changing consumption patterns, the depletion of natural resources and the resulting shortage of fertilisers (e.g. phosphates) represent threats which need to be taken seriously.

The following text answers the questions and has been written in the same format as that used for the comments posted under http://km.fao.org/fsn/discussions/price-volatility. 

 In the following we would like to comment the questions of HLPE: 

1.1) Do these three interpretations cover the whole range of possible causes? 

The report proposes three interpretations of the recent international price rises. These interpretations are (A) the agricultural price volatility as quasi-natural phenomenon, (B) the cyclical food crises and (C) the emerging scarcities.

Perhaps not covered under the current 3 interpretations are the views expressed in the introduction on page 2, last paragraph, which refer to general aspects of growth limitations.

Furthermore, we would like to raise a question regarding the chapter "Speculation on future markets". Here financialization of the agricultural market is described as a possible cause for price volatility and rising prices. Also the Commodity Futures Modernization Act -- CFMA is described as a cause in your report. Experts openly discuss (e.g. Prof. Dr. Flassbeck, UNCTAD), whether mechanisms of a partly financialized agricultural market, where transactions are made independently of physical abundance of products, are still a function of supply and demand. In the USA therefore measures have been introduced to control the OTC market. i.e. USA has adopted the Frank Wall Street Reform and Consumer Protection Act ("Dodd-Frank Act"). The European Union may amend the Markets in Financial Instruments Directive (MiFID) or the Market Abuse Directive (MAD) to control physical markets, financial instruments, futures and OTC. We would be interested to know, whether reactions of the market can be traced already and which impact of these measures is expected

1.2) Is the distinction between the three interpretations useful when considering food security?

The first chapters on the different causes should be structured in such a way as to prepare for the assessment of the causes and discussion of arguments in order to eventually derive possible recommendations. At the moment, the current three interpretations have not been taken up for this rationale later down in the document. In such a way it might be useful to cluster the causes in complexes or so-called interpretations in a different way leading to the main conclusions?

In the subsections of chapter I it is not clear whether only different views of causes for volatility are described or a chapter with recommendations is prepared. One could expect for example options for continued completely free market economies or partial conditioning of economies or markets in cases of crises. For preparation of such an argumentation a different structure could be useful.

2) What are the original sources that could be used to get a better and quicker a//ssessment of the actual situation of vulnerable populations' food security in relation to price volatility? What kind of policies or institutional frameworks can be put in place to improve the existing knowledge?

We are not quite sure, whether "original sources" refers to case studies, publications, databases or information systems. However, national or regional information systems should be valuable sources of information, provided that the national input is reliable and information on commodities of regional importance for food security (i.e. orphan crops) is included. These systems could provide data for recommendations and action at local, national and international levels. Appropriate capacity building measures are needed to improve or develop such national information systems. 

3) What should be the policy instruments to protect the vulnerable urban population to ensure their food security?

Specific programmes for urban populations could be considered. Such programmes could support food production in the urban areas or cities; experiences could be taken from the very food diverse and nutrient-rich home gardens in West Africa. Experience could also be gained from specific support programmes for small and medium sized enterprises (SME) and education programmes in parts of Europe to support urban population. 

In addition, programmes could also seek to motivate people to go back to or stay in rural areas. This has been shown through cooperations between food-for-work programmes and village-development departments (e.g. Indonesia). Innovation has to be brought to the rural areas to keep population from migrating to the cities. Rural development measures would be of importance to make the rural areas more attractive. 

4)What should be the necessary steps and policy measures to be adopted to restore confidence in international food trade? How might the role given to intern//ational trade in food security be reconsidered? How might food security issues be included in world trade negotiations?
Concepts to introduce a more flexible approach to the WTO Agreement would be interesting (report p. 56/57). This would mean that e.g. low-income-countries could be considered in the WTO for specific exemptions to protect their economies or parts of their markets for food security reasons. 

Besides, a "financial transaction tax (FTT)" (report p. 53) for speculative financial products could probably be useful to both control markets and pay for development measures. It is clear that food is not sufficiently available for everyone. But the right to food does not allow for speculation with hunger. 

5) What could be the other strategies or country experiences that should be considered for the elaboration of national food security strategy?
See statement number 2.

on behalf

Haußmann
20. Adèle Irénée Grembombo from France

French original

Bonjour

Je pense qu’il faut faire la part des choses, selon que l’agriculture est intensive ou extensive et selon que l’agriculture est pluviale ou par irrigation. La hausse des prix des denrées agricoles s’explique différemment dans chaque cas. Dans le rapport, l’analyse a été globale et porte sur une agriculture intensive dont son développement est beaucoup plus lié à l’investissement. En ce qui concerne l’agriculture extensive et ou pluviale, la hausse des prix est beaucoup plus liée à la disponibilité des denrées agricoles. La disponibilité des produits agricoles est régulée par le climat. Les pays en développement se trouvent dans cette deuxième situation. La stratégie adoptée par ces pays à travers le programme spécial de sécurité alimentaire a été de développer les cultures de contre saison et le petit élevage dans les zones urbaines et périurbaines. Le programme a permit de rendre accessible certaines denrées alimentaires aux plus vulnérables. Le mieux serait de continuer dans ce sens. La diversification alimentaire constitue également un moyen de contourner les pénuries alimentaires et par conséquent les hausses des prix. Face à cela, l’intégration de l’éducation nutritionnelle dans les programmes de sécurité alimentaire est cruciale.

Adèle Irénée Grembombo

Ingénieur Agronome Nutritionniste

Paris (France)

English translation 

I think that it is necessary to put things into perspective, and to consider when agriculture is intensive or extensive and also if agriculture is rain fed or irrigated. The price increase of food agricultural products has different explanations for each case. In the report, the analysis has been done with a global perspective and considering intensive agriculture where its development is closely related to the investment. In relation to the extensive or rain fed agriculture, the price increase is related to the availability of agricultural products. The availability of agricultural products is climate regulated. The developing countries fall in this second category. The strategy adopted by these countries through the special food security program has been to develop off season crops and the rearing of small holders in the urban and peri-urban areas.  The program has allowed the access of certain food products to the most vulnerable parts of society. The best will be to continue doing this. The dietary diversification equally constitutes a form of bypassing the hardships of food shortages and consequently the price increases. In view of that, it is crucial to integrate nutritional education in the programs of food security.

21. Stuart Clark from the Canadian Foodgrains Bank, Canada
In general, I found Parts I - III of the report clear and helpful. It is refreshing to read an analysis of this issue that is not overly influenced by institutional priorities. Some specific notes:

• Introduction – some confusion between ‘food crisis’, ‘high food prices’ and ‘high price volatility’. It would be helpful to clarify this at the outset.

• Volatility, is it excessive? – both increasing urbanization and the growth in net food buyers among smallholder farmers means that increasingly people rely on the market for their food and many of these people are highly vulnerable. The sensitivity to price volatility increases for both these groups and farmers seeking to transition from subsistence to commercial farmers. Historical measures of price volatility don’t account for this increasing sensitivity.

• WFP Purchase for Progress – this program is intended to provide a development benefit to local procurement. The price risk management component is for the farmers who obtain a guaranteed price, not for the WFP.

• Graph axes unreadable in some charts. Some sections of the report were also incomplete in the posted PDF file.

Part IV needs some restructuring. It reads very repetitively. Perhaps the experience with national strategies could be combined with the section describing those strategies. In addition, the discussion of safety net programs fails to note that if the price increase is driven by short supply, providing cash transfers simply transfers the risk to someone not including in the safety net.

Stuart Clark, Canadian Foodgrains Bank
22. Francesca Gianfelici and Julien Custot from the Food for the Cities multi-disciplinary initiative, FAO, Italy
Dear Mr Benoît Daviron and project team,

You have identified different topics and questions among which:

“For almost two decades, access to imported food with a stable price - in many places much more stable than prices for local goods - played a decisive role for the food security of the poor urban population in food deficit developing countries. With the increased international price volatility, urban populations lost this source of food security.

What should the policy instruments to protect the vulnerable urban population to ensure their food security?”

Indeed, the rise of food prices and their volatility have strong impacts on urban dwellers, particularly on the poorest people in rich and poor countries (contribution in the first consultation of the HLPE on the FSN Forum, http://km.fao.org/fsn/discussions/price-volatility/en/ - page 77). Food prices volatility often magnifies the agricultural and commodities prices volatility, increase by a ratchet effect and speculation strategies of all the actors of the food chain. In a city, concentration of actors, or even cartel of food suppliers, can make things even worst. Besides, urban dwellers are subject to aggressive marketing campaigns for processed food. The more processed is the food, the more it integrates diversified components, then the more expensive it gets with a great sensitivity to the shortage or price rise of any product of the composition. There is a collateral effect due to rising fuel costs that definitely affects the final price of food, particularly due to transportation and storage. Adaptation strategies by households will affect the quality and then quantity of food. It can vary a lot and be different within the same livelihood group, inducing in particular the well described “double burden of malnutrition” with both obesity and deficit in micro-nutrient. Individual strategies adopted by households may have long term negative effects on health, learning and education, etc. with a collective negative impact. As food is most of the time available at the city level but not evenly shared, coordination of local actors (public, private and civil society, representing the producers and the consumers expectations), and possible redistribution strategies, is crucial. 

After consultation within the “Food for Cities” Dgroups network (http://www.fao.org/fcit/fcit-contacts/dgroups-list/en/), we propose 3 set of complementary actions:

-
Monitoring and mapping systems/mechanisms,

-
Short term responses with adapted safety nets,

-
Long term responses with stronger governance and policy interventions.

In order to address these different issues, we first have to acknowledge that urban areas are very complex and diversified. To assess the situation, we cannot rely on just an average of food prices: it needs monitoring and mapping systems/mechanisms to differentiate at an adequate scale between neighbourhoods/districts and social groups especially by an availability point of view. Data from such a food price monitoring should be made public on a regular basis, and disaggregated by rural-urban at the adequate scale. Besides, the effect of food price volatility should be matched with the evolution of prices of other related inputs such as energy and water. Examples of simulation systems have already been tested by FAO and WFP and may be of interest for further application.

To answer to a specific price shock, short term policies are needed. As urban households are mostly food net buyers, family and social networks are inefficient to contribute to their food safety. Public safety nets are therefore needed. Food can be considered as integrated in more general safety nets. However, considering the importance and specificity of food, and the higher risk in urban areas to have extra-income spent on other items, it may be proposed to have specific food security-related tools: e.g. food stamps. Local authorities can also develop food banks for the most vulnerable households. Local authorities should be able to build up appropriate stocks or develop capacities of specific public procurements for food. This has to match with a food links map, to be developed at local level and constantly up-dated by relevant multi-disciplinary teams of public officials/services.

On a longer term, local actors need to develop more resilient food system, with greater self reliance, promoting local food production, as a complement to an appropriate balanced supply including from the global market. Coordination between the local actors and the national governments is needed. Food security should be included in the local political agenda in order to address both the governance issues with all the stakeholders; education and public procurements; as well as investments policies in infrastructures related to the food supply, such as roads or markets (from wholesale to district markets). It will be a tool for strengthening urban-rural linkages, and have a better environmental and natural resource management. These links can also be developed by supporting local products that will secure supply of fresh food for the urban areas while providing markets for local products.

Nutrition education has a key role to play: consumption and cooking of local products has to be promoted through nutrition education, in order to revert mass marketing or social pressure on trendy food. In poor countries, this first means enhancing food and nutrition security of most vulnerable people, while in richer countries it is also associated with the preference of consuming seasonal products.

Finally, local authorities, along with the national government in a framework of food and nutrition security policy, need to promote the transparency of local markets in order to break up all kind of cartels or monopoly, while taking stock of the role of the informal sector for the benefit of urban economies and people wealth associated with food and nutrition security.

Francesca Gianfelici and Julien Custot

FAO Food for the Cities multi-disciplinary initiative (www.fao.org/fcit)
23. The Netherlands’ comments, received through the Ministry of Economic Affairs, Agriculture and Innovation

Please find below the comments from the Netherlands (government) on the report on price volatility.

We like the wide scope of the analysis, as price volatility relates to many factors.

Some recommendations:

- Which recommendations and which actions apply to which actors. The recommended action and measures are too generally stated in this zero draft. 

- the analysis on biofuels is primarily focused on the first generation. It should be analysed in a broader perspective by also including options for development of the 2nd    and 3rd generation of biofuels. This development could reduce the demand for cereals, oilseeds, sugar and mais.

- reference is made to both recent price hikes, followed by an explanation from a publication preceding (2008 publication) the current food price crisis (for e.g. pg 10) . Unless the cause of both price hikes is identical this explanation suffices. Otherwise a good analysis can only be made on the basis of an analysis of the current price hike.

- export restriction measures should also be analysed from an ethical point of view.

- the exchange rate of the dollar as a possible cause has not been taken into consideration.

- what has been the impact of the bonus on stockholding as described by Gilbert on a higher level of stockholding? 

- on page 53 mentions that the costs of transaction has been increased considerably for all parties because of influx from funds to the market. This should be more explained, as in other sections is mentioned that the high availability of funds the capacity for hedging increased, resulting in lower costs of transaction. 

- when mentioning stocks specification on kind of stocks is needed.

- FAO and OECD have done thorough analysis on these issues, and should be more connected to these reports and the most recent initiatives in the field of regulation.

- Physical markets and derivates markets are two distinct markets and should not be mixed as it appears in some parts of the report. 

- The review and historical summaries and examples are very useful, but create a lengthy report. Inserting summaries is recommended.

- include consultations with experts from the field, stock exchanges, operators, local and regional/international traders for ‘insight’ information.

24. Australia’s comments, received through the Department of Agriculture, Fisheries & Forestry
Overall comments

•
The report is very wide ranging. As a result the degree of detail presented on some issues is limited. 

•
The discussion of some issues, such as biofuels and export restrictions appears to be (largely) reasonable. 

•
However, there are concerns about other areas, such as elements of the discussion on stockholding, and suggestions regarding increasing agricultural tariffs; increasing support to agriculture (in developing countries) for food security purposes and curbing livestock production.

•
The report does not include among its references the recent final report of OECD-FAO led team of IOs, Price Volatility in Food and Agricultural Markets: Policy Responses, 3 May 2011; we suggest this report needs to be considered as an important reference. 

•
The CFS HLPE Report focuses entirely on impacts of food price spikes and volatility for developing countries, whereas OECD-FAO report to G20 looked at issue from global perspective, and operation of the global agricultural and food system. 

o
Both reports are important and useful.

o
The CFS Report raises many issues and perspectives representative of developing countries’ views, especially in case of poorer developing countries in Africa, that have arisen or gained new traction since the 2007-08 food price spike, and that need to be better addressed by developed countries that advocate more open and efficient global food markets.

•
Of concern that report suggests “significant doubt that international trade can guarantee food security” and increased risks of relying on international markets, though this mainly appears to refer to present situation of few disciplines on use of export restrictions.

· Of concern, the report makes virtually no reference to one of the main rationales for the Doha Round, of reducing the disincentives and improving the opportunities for developing country farmers to supply more to local and international food markets in order to improve their incomes and reduce poverty.
Response to Introductory Questions

The report provides three interpretations for rising prices. Do these cover the whole range of possible causes? Is the distinction between the three interpretations useful? 
No, there are other explanations for food price rises that are possible, e.g. the return of agricultural commodities to realistic prices which will foreshadow increased supply as the supply production equation operates – sustained prices do not equate to sustained scarcity in the face of sustained demand.  As the report states, these are not necessarily mutually exclusive, nor are any necessarily true for all contexts.  Finally, the methodological challenges of basing findings on the prices of thinly traded goods and data of known poor quality should be obvious, as should the inherent risks in basing policy decisions on such findings.  The usefulness of the distinctions is therefore probably moot.
What original sources that could be used to get a better assessment of the actual situation of vulnerable populations’ food security? 

Strict causal data will be hard to find.  Child and maternal mortality levels, plus stunting and wasting figures would be a natural and at least partially extant data source.  These would be fairly sensitive indicators to food insecurity, given our belief that these are the most vulnerable sectors of food-insecure populations.  Emphasis on urban populations has a place, but it is worth remembering that over 50% of world populations are urban-based, but over 75% of world poverty is rural based.
What the policy instruments should be used to protect the vulnerable urban population to ensure their food security?
 The report states that successive price rises have deeply eroded the confidence in international food trade as a major resource for vulnerable populations and national food security. 

A fairer statement would be that these events and the overreaction by a number of both exporting and importing nations have eroded the confidence that trade will be permitted to operate.  This suggests an entirely different approach, as part of the problem was caused by export bans and statements that countries would import to protect the poor ‘at any price’.
What necessary steps and policy measures should be to be adopted to restore confidence in international food trade, and how might the role given to international trade in food security be reconsidered? 

This is based on the report’s barely hidden assumption that Doha has completely failed.  It also carries the assumption that a national approach will work, and that the problem is international food price volatility per se, rather than the other causes identified.  This would appear to be contradicted by the initial finding that domestic food price volatility is higher, or as high as, international levels and that by somehow addressing the international volatility at a national level, the 10-20% of traded foodstuffs can solve the world’s food security issues.  Access to food is not raised, whereas this may be the greater problem.
What could be the other strategies or country experiences that should be considered for the elaboration of national food security strategy? 
The report needs to look more deeply into the way price indexes are reported and the weaknesses inherent in these.  Stocks, demand and supply functions and early warning systems as discussed by G20 Agriculture Ministers meeting will be vital.  Speedy conclusion of the WTO Doha Round supplemented by grain supply agreements may be worth exploring.

The Mexico/World Bank market experiment in food price volatility protection may be worth looking at, as well as the work which takes the study beyond both food and energy into the wider sphere of commodity pricing.  If, as is claimed, food prices are moving in lockstep with equity markets
Higher Food Prices
The report explores three main possible interpretations of higher food prices: volatility; cyclical food crises; and emerging scarcities.
Volatility
•
Pages 3-4 – Recent food price data needs to be updated to take account of some moderation of prices since Jan 2011, and discussion needs to take into account influence of US$ movements on nominal international food prices and indices, and also compare current US$ prices in real terms with earlier periods eg 1970s.

•
Pages 11-12 - The discussion of food supply variability is good, particularly the emphasis on the importance of expectations in driving supply responses. However this could be better linked to the role of government information on supply and demand conditions in guiding market sentiment and avoiding panics. 

•
Pages 14-15 – Report points to abrupt trade policy changes (like export restrictions and import surges) as a contributor to volatility – but fails to focus on longstanding structural distortions to global markets from subsidies and market barriers.

•
Pages 15-18 – Concerning the role of speculation in futures markets on food price volatility, report notes that ‘speculation is an intrinsic part of how futures markets work’, but seems to weigh in favour of there being significant ‘financialisation of commodity markets’ which has, as UNCTAD puts it, ‘accelerated and amplified price movements driven by fundamental supply and demand factors’; though partly balances this with acknowledgement of the counter-arguments that ‘speculation has no or minimal effect on prices’. 
Cyclical Food Crises
•
Pages 21-22 – Vertical axes labels need to be more legible. 

•
Pages 25-26 – The report finds a decline in annual growth rate of agricultural capital stocks (public and private sector investment) in most of world but is using figures only up until 2007; it is probable that this trend significantly reversed since 2007-08 food crisis and global wake-up call re agriculture and food.
Emerging Scarcities
•
The discussion on emerging scarcities (starting page 32) is highly contentious; a greater balance of scientific and economic views is warranted. For example, on the supply side, realizing scale economies in agriculture has the potential to deliver significant productivity gains from land reform. On the demand side, there is a need to distinguish minimum needs for food from maximum consumptive desires. How likely is it that India and China will want to consume exactly the diet of the United States?

•
Suggestions that because prices are currently high that now is the time to internalize negative externalities (page 37) appears somewhat opportunistic in the discussion of all things needed for “sustainability”. 

•
Pages 32-37 – Report raises possibility of ‘food crisis being indicative of the end of a long period of structural overproduction in international agricultural markets made possible by the use of cheap natural resources (oil, water, biodiversity, phosphate, land)’, and points to limitations of raising agricultural production in future based on these inputs, especially taking into account possible impacts of climate change. But report does not mention other major contributor to such structural overproduction – production and export subsidies plus market barriers used in most OECD countries. 
Price Transmission and its consequences for Food Security
•
Pages 41-42 - Report accurately notes that ‘the transmission of international price volatility to domestic markets varies across developing country domestic markets’ and that it is ‘domestic food price inflation and volatility (which) determine the poverty and food security impact of international food crises’.

•
Pages 45-50 – Report notes international price variability tends to explain only a small share of domestic price variability in developing countries; factors like high domestic transport costs and poor domestic market infrastructure, and staple foods that are not much traded internationally (eg millet, sorghum), often combined with thin local market (where smallholder farmers retain much of crop for self-provisioning), contribute to this. Other factors include poor government policies – like public stockholding that discourages private sector stockholding, ad hoc trade policies and other unpredictable government interventions, and macroeconomic conditions (eg loose monetary policy contributing to inflation, foreign exchange rate movements and controls). 
Biofuels
•
The paper contains some useful comments on biofuels. As noted (pages 9 and 10), government biofuels policies have generated increased demand for feed stocks, such as maize and vegetable oils. As a number of studies have indicated, this has contributed to food price increases. However, it would be useful to report and appraise the latest research in more detail.

•
The paper states (page 9) that it is more than probable that the increase in biofuels production is reducing the already low food price elasticity of rich countries. 

o
This is an important unintended consequence of the biofuels mandates.

o
As noted on page 6, a fundamental feature of the price system is that as prices rise, demand for that item falls. The degree to which demand responds to price changes is measured by the price elasticity of demand. A low price elasticity of demand indicates that demand is not very responsive to price changes. 

o
The biofuels mandates are such that the targets need to be met irrespective of the prices. As a result it appears that the demand for biofuels feedstocks have not declined as prices have increased. This potentially exacerbates the price spikes and places most of the adjustment pressure on other users. 

•
In the section on ‘Curbing the growth of developed country food demand’, the paper (page 67) makes the comment that if there is no mechanism to restrain the demand (for biofuels feedstocks) from the energy sector when supplies are tight, then it is difficult to see why a developing country would increase its dependence on international markets (for its food needs). 

o
This leads to the suggestion of a buy-out of biofuel feedstock contracts when supplies are tight — governments would pay the biofuel industry to idle production, to protect the food supply for food. This would create additional distortions and kill off incentives to increase production.

o
This proposal raises a number of questions. Which governments would buy-out the contracts? Is it the government in the country where the biofuels are being produced? If so, is it realistic to think that the US Congress would pass such measures? Or is it the importing country that buys out the contracts?

o
It is not clear how the buy-out proposal could be realistically implemented even if funding is not an issue.

•
The paper states that limiting the use of food to produce biofuels is the first objective to be pursued to curb demand. It is stated that biofuels mandates and financial support should be abandoned. This needs to be argued strongly in the recommendations. This recommendation is supported and is significantly superior to the buy-out proposal.
Curbing livestock demand

•
In the section on ‘Curbing the growth of developed country food demand’, the paper (page 67) states that ‘livestock products consumption has to be curbed too’. The basis for this statement seems to be the increased demand for feeds that will result from increased livestock production and consumption.

o
One of the suggested approaches to this issue is to use differentiated taxation, presumably where higher (consumer?) taxes are imposed on meats that require more resources.   

•
The view that livestock consumption needs to be curbed is not supported and should be dropped.

o
Unlike biofuels mandates, there is no ‘policy failure’ that needs correcting.

o
Introducing such taxes will create distortions in both crop and livestock markets.

•
While the demand for feed has the potential to take up an increasing proportion of the available grain supplies, more appropriate response to the food versus feed issue are likely to lie in the research, development and extension area.

· For example, greater research into improved productivity in cropping and improved feed conversion in livestock; development of feed grain varieties that better suit the nutritional needs of different types of livestock; and increased extension to improve the uptake of optimal feeding regimes and other productivity enhancing developments. 
Trade measures

•
Pages 52-54 – The report tends to support the view that there must be more regulation of commodity futures markets trading in order to have proper functioning of commodity markets to serve the interests of all stakeholders, and notes that ‘even if speculation is only exaggerating inherent volatility in the market, those exaggerations can make a significant difference to the cost of a poor country’s grain purchase on any given day’. Disappointingly, this means the report gives less attention to potential of developing countries to hedge their staple food purchases, as advocated in the G20 consideration of the issue.

•
Pages 54-61 – The report focuses on how to restore what it alleges to be loss of confidence in the international trading system, due to: 

o
failure to conclude multilateral trade talks; 

o
arbitrary use of export restrictions, and inadequate guarantees of commercial commitment of food exporters; 

o
lack of development aspect for poorer developing countries in bilateral trade and investment agreements; 

o
weakness of food aid and funding support mechanisms for times of food shortages; and 

o
inadequate information about global food reserves.

Disagree with the assumption that confidence is lost in the international trading system.

•
Pages 54-57 – The report criticises multilateral trade negotiations on agriculture since the Uruguay Round as ‘conceived and conducted in the context of structural over-production’, and focused on solving the conflicts between exporting countries and achieving fairer competition between suppliers and market access, with little attention to the interests of food importers. It suggests that this agenda was not of much interest or relevance for food importers. It emphasises the strong negative message about international markets conveyed by export restrictions during the 2007-08 food crisis to food importing countries. 

o
Regrettably the Report fails to mention a key rationale for the DDA agriculture negotiations mandate was to reduce the disincentives and obstacles to many developing countries to expand their agricultural output and exports to the global market, and thereby improve their incomes. 

•
The paper discusses the role of export restrictions, export taxes and export bans in the 2007-2008 period as well as more recently. The reason why countries have imposed export restrictions and the beggar thy neighbour consequences of these restrictions needs further discussion. While these policies may have been effective in limiting food price inflation in the countries that imposed these measures, by limiting the volumes available on export markets, these policies contributed to panic buying among importing countries and higher international food prices. 

•
The paper (for example pages 55 and 56) highlights that this experience has undermined the credibility of the concept that trade can be an important component of food security. This has the potential for food importing countries re-emphasising food self-sufficiency policies. This highlights the need for stricter rules on export restrictions, as indicated in the first dot point on page 56. This proposal is supported.

•
The paper mentions the ‘flexibility to raise tariffs according to conditions defined in advance’ (page 56). The proposal to increase tariffs is not supported and this should be dropped.

o
There is no discussion of the reason/justification for this proposal or how it would work.

o
This paper is about the high level of food prices and the impacts on food security. The relevance of increasing tariffs in the context of the current situation in world food markets is not clear. 

o
Developing countries already have considerable scope for increasing tariffs on many agricultural products given the large degree of ‘binding overhang’ (the difference between WTO bound tariffs and the tariff that a country actually applies at a particular point in time). 

o
This proposal resembles the Special Safeguard Mechanism (SSM) that has proven to be a very difficult issue in the Doha Round agriculture negotiations, and could be expected to draw support from the countries that also support the SSM.

•
The paper mentions the flexibility for countries to use production incentives (page 56) as long as certain conditions were satisfied (eg targeting of small-scale producers, especially women). Again, no discussion of this issue is provided.

o
The proposal to use production incentives would introduce distortions and is not supported. This proposal should be dropped.

o
This proposal presumably stems from a belief that domestic production is in-sufficient and has the potential to reinforce the self-sufficiency approach to food security.

o
If there is ‘insufficient’ food within the market, presumably food prices are high. This should provide an incentive for producers to increase production and there should be no need for other production incentives. 

o
If there are issues within the country that are preventing the appropriate production response these issues should be addressed directly. 

•
Limiting of exports is mentioned as a possible approach (page 57). This is incongruous given the discussion of the negative impacts of export restrictions discussed elsewhere in the paper (including the recommendation for stricter rules on export restrictions on page 56). This proposal is not supported and should be dropped.

•
Pages 58-59 – Report notes that ‘most of (the WFP’s) funding is provided after the need is declared’, necessitating purchases on the spot market and at high prices. Does not mention Australia’s pioneering example of committing substantial forward funding to the WFP. 

•
Pages 59-60 – Of concern, the report supports ‘fundamental reform’ of the Food Aid Convention, criticising it as similar to the Doha agenda in being focused on ensuring fair competition between the major exporting countries, and needing a broader definition of food aid, more flexibility and a role for recipient countries.

•
Pages 60-61 – Report suggests that ‘restoring confidence in international trade and limiting price volatility (has become) a pre-condition of the pursuit of further liberalisation, not one of liberalisation’s outputs’. This is a key point of concern is not supported. 
Stockholding and price stabilisation

•
Agree with the statements on domestic price stabilisation on pages 12 and 13. Domestic price stabilisation includes measures that aim to isolate domestic markets from international price fluctuations. In doing so they reduce the number of consumers and producers participating in the quantitative adjustments between supply and demand. This imposes a bigger adjustment problem for the rest of the world and therefore a bigger international price variation.  

•
The limits on the effectiveness of stockholding as a mechanism to address upward price movements (page 20) are important. Once stocks are exhausted the ability to address further price increases is also exhausted.

•
Pages 61-65 – The report advocates complementarities between open trade and use of well run food stocks. It considers the familiar arguments for and against use of stocks, noting that while ‘stocks are not suited to trying to influence long-term trends in supply, demand or prices, they can be useful to counter speculative behaviour by private stockholders, and to counter short-term price changes up or down. The report suggests that private stocks are not transparent, and that volatility is profitable for the largest traders, so that ‘the few companies that dominate agricultural commodity trade have no incentive to counter volatility’. It further suggests that ‘undeniable costs of operating a reserve are too rarely set against the costs of humanitarian interventions’, and supports the use of international emergency food reserves (or a multilateral fund holding grain contracts for exercise related to global availability) and regional stocks to complement well functioning markets. A clear distinction needs to be drawn between targeted, small, well-managed stocks which are for use in emergency situations for the most vulnerable, and larger stock supplies (i.e. ‘buffer stocks’) that have negative and distortive impacts on markets.

•
The paper notes some of the positive outcomes of the World Food Program’s pilot regional stocking program in East and Southern Africa (pages 58 and 59). 

o
There is a potential issue with the ability of regional stockholding to cover situations where there is a widespread regional need (eg from the effects of a widespread drought in the region). If the country where the regional stockholding is located is in need of supplies, will that country actually allow the stocks to be sent to other countries in the region that are also in need? The comment on page 59 regarding protecting emergency food assistance from export constraints is highly relevant here. But how that can be effectively addressed is problematical.

•
The discussion of stockholding on pages 61 and 62 point to the problem where the same stocks are used to address a number of different issues, for example, working stocks for food distribution programs, buffer stocks for stabilisation or food security stocks for emergency relief. 

o
This highlights a policy problem (policy failure) of using one policy instrument to achieve multiple objectives.

o
As noted on page 62, a stock is not likely to fit more than one purpose because different quantities and different rules of operation are necessitated by different objectives. For example, release from a buffer stock will be governed by price triggers, but release from an emergency food stock will be triggered by the identification of need.

•
At a national level, buffer stocks for price stabilisation purposes can have the potential to transform into a producer price support mechanism and distort price signals.

•
The first paragraph of page 65 indicates that a global stockholding scheme would not be based on defence of a price band. It is important that any stockholding not become an international price stabilisation policy. It would be useful if the paper could outline some of the problems associated with international price stabilisation schemes. An overview of the relevant issues is provided in the paper by Gilbert (2010) prepared for the OECD, which is already cited in the HLPE paper.

•
The discussion of regular price stabilisation policies and of pass through mechanisms requires greater elaboration. The history on the use of these sorts of policies in developed and developing countries is worth drawing on and the lessons learned. Do we know how integrated markets are these days? Do we have good estimates of import demand and export supply elasticities? What sort of applied research is needed to improve market integration?

•
Page 71 – The report suggests the recent food price rises and volatility, and experience of export bans and restrictions, raised the risks of a trade-based approach to national food security, causing ‘many developing countries to reorient their food security strategies towards greater self-sufficiency in basic staples’, using some of the above intervention measures. This fails to address the true problem – if all countries took a trade-based approach to food security, creating open and reliable markets, then the impacts of price volatility would be reduced. The risk arises when poor trade policies are implemented.

•
Pages 77-78 – The report suggests ‘an optimal food security strategy will combine domestic production, buffer stocks and trade’. It is of concern that buffer stocks are advocated, instead the report should recognise the inherent problems of buffer stocks and the distortive impact they can have on the market. 
R&D

•
The decline in public R&D expenditure since the early 1980s (pages 27 and 28) is an important issue. A reversal of this trend will be necessary to accommodate the production growth that will be required to meet expected increases in food demand into the future. Clear statements on the need to increase public research, development and extension should be included in the paper.

•
It is worth noting that the decline in public R&D expenditure since the early 1980s coincided with a period of extremely high agricultural support and protection in the United States and the European Union in particular. That support lead to large government stocks, subsidised exports and depressed world prices. In this environment the incentive to invest in yield increasing R&D was probably low, given the depressed returns and the possibility (probability) that any increased production would only end up in US or EU stockpiles or need to compete with subsidised exports. 
Other Comments

•
It would be helpful to explain how the policy problem of food aid fits into the price volatility problem. Food aid is critical to securing the provision of minimum nutritional requirements for those most vulnerable in the global community at times of crisis.

•
More discussion of Galtier’s work is warranted both in terms of explaining the costs of price volatility and in terms of describing and assessing measures in the policy mix to mitigate and adapt to the problem. This work could be a more central focus for the report.

•
It is potential confusing to categorize the causes of recently experienced agricultural price volatility/ price spikes as temporary, cyclical or an indicator of long term scarcity. It could be useful to talk about temporary volatility around trend. Volatility may have increased in amplitude and frequency. Volatility increases risk premiums faced by producers and consumers in making optimal production and consumption decisions. Imperfections in risk markets are the reason why government intervention is required to manage the costs of risks which reduce production and consumption choices.

•
The discussion of cyclical factors appears novel in the context of recent surveys of the food price volatility literature. However, there is a need for greater clarity in the concepts under discussion for the lay reader. Investment expenditure and the associated capital stock in agriculture can take many forms. There’s physical plant and equipment used, product inventories and live animal inventories and basic investment in research and development that supports agricultural activities to be distinguished.

•
The core interests of developing countries need to be thoroughly explained in terms of how basic food access will be ensured in situations of temporary and unpredictable short term price spikes. All policy instruments need to be assessed against efficiency and effectiveness criteria. Linking to Galtier’s work could be helpful here too. In a developing country context it is important to take into account the range of market failures that might be present in an economy when assessing policy options and time sequences for policy reforms aimed to improve economic welfare from the unpriced spillover effects of price volatility.
Page 2

•
Some contentious remarks that need rewriting in more diplomatic terms are as follows:

o
Para. 2. Starting from the sentence “Market access”. What needs to be said can be noted factually. Increasingly developing countries are using variable trade measures to deal with food price spikes. The limitations and strengths of that approach can then be noted.

o
Para 3. It is questionable how constructive it is to comment on commentary and mention terms like limitless food demand.
Pages 6 and 7

•
The discussion of the food price elasticity requires further elaboration. Normal market forces mean that a product which is scarce will be rationed in order of its highest valued uses, that is, from the most inelastic to the most elastic uses. Given this there is some need to discuss how best to provide food aid for example through food vouchers and emergency stocks and to minimize market distortions.
Figure 13 (page 31)

•
It is difficult to say there has been a reduction in US food production per person ‘as PSEs fell sharply at the end of the 1990s and early in the 2000s’. From figure 13 it appears that US food production per person declined from about 1981 to 1991, but has fluctuated since then and has been on an upward trend since about 2001.
Page 40
•
While food waste by households in developed countries is apparently significant, addressing this issue will be difficult and not likely to have a significant impact on food security in developing countries. 
Pages 40 and 41

•
The purpose of the section on ‘new competing demand for agricultural products’ is not obvious. The focus seems to be largely on biofuels. But this issue is discussed elsewhere, so the reason for a separate section isn’t clear. It would be helpful to have all of the biofuels discussion in the one place.  
Pages 45 to 50

•
The discussion of price volatility includes what is termed ‘endogenous price volatility’ in the paper. This refers to price volatility that has its origins within the country. 

o
Lack of access to international markets has the potential to leave domestic markets susceptible to higher levels of price volatility. The ability to export (in times of surplus production) or import (in times of domestic shortages) can moderate the impacts of endogenous price volatility. This highlights the importance of access to world markets.

o
The paper (page 45) refers to landlocked countries and countries with high internal transport and marketing costs and staple foods that are not traded internationally have a much larger scope for endogenous price volatility without being able to rely on the potentially stabilising effects of imports or exports. Investment in transport, handling and storage infrastructure might have a role to play in these situations.

•
In the context of rising international food prices, the second paragraph of page 50 states that ‘In the absence of stabilization policies for local food prices, stability of international prices is essential for the survival (or at least welfare) of many poor urban consumers.’

o
It is important that this isn’t seen as a call for the introduction of international food price stabilisation schemes.

Page 51
•
The paper refers to the problem that a reduction in import taxes to try to counter food price rises can reduce government revenue and the ability to provide public goods. This raises the seemingly intractable problem of increasing the taxation base in low income developing countries.
Page 53

•
Mention of the use of financial transfer tax to improve the functioning of futures and options markets is contentious and requires commentary on the limitations and strengths.

Editing issues

•
There are a number of places where part of the text appear to be missing:

o
 Page 41. The final part of the paragraph before heading II reads ‘National level price volatility and food security’ This is incomplete.

o
Page 58. There appears to be text missing at the beginning of the first paragraph. Makes it difficult to understand the text.

o
Page 65. There appears to be text missing at the top of the page. This makes it difficult to fully understand the text on global stocks.

Page 15 final paragraph

•
It would be useful to convert billion bushels into million tonnes.

Figure 4 (page 19)

•
1917 is referred to as just prior to WWI. This is sloppy and needs to be addressed.

Table 9 (page 42)

•
Presumably the title of the table should indicate that the data refer to rice prices.

•
The pass through numbers quoted for China and Viet Nam appear to be incorrect. While for China this could be due to rounding of other numbers in the table, the discrepancy for Viet Nam appears larger. The pass through for Viet Nam quoted in the table is 11 per cent, while a calculation based on the numbers provided in the table indicates the pass through is 7.7 per cent (rounded to 8 per cent).
Figure 20 (page 48)
•
Should Ethiopia be identified in the graph title?

•
There are three lines on the graph but only two series are identified in the legend. 

Page 46
•
The first paragraph states that ‘these countries were well founded to use imports from the international markets to manage the instability of domestic production of non-tradable staples’.

o
It seems incongruous that countries could import non-tradeables. Presumably the imports were actually tradeable items (potentially rice, wheat or maize) rather than the non-tradeable item (millet). The statement needs clarifying.

o
The word ‘stables’ in the text should be replaced with ‘staples’. 

Page 50

•
Presumably the reference to figure 19 in the first paragraph should actually be to figure 20.

25. Samantha Pearce from Wilton Park, UK
Dear All,
Please find below a link to a report on food price volatility, which summarises a conference held at Wilton Park - an agency of the UK's Foreign and Commonwealth Office.
The event took place in April and included participants from a variety of countries and sectors.

http://typo3.fao.org/fileadmin/user_upload/fsn/docs/HLPE/wp1081-report.pdf
Kind regards,

Samantha Pearce

26. David Kane, for the Maryknoll Office for Global Concerns, USA 
We greatly appreciate the substantial amount of time and effort expended by the panel to write the draft paper for comments. We would like to comment on the issue of excessive speculation in commodity futures.

The first commodity index was created in 1991, not after the CFMA as stated in the paper, though it was not until some academic studies came out in 2003/4 showing that historically commodity prices tend to move contrary to equities markets that the large boom in commodity indexes and exchange-trade funds (ETFs) occurred. Note that, due to the massive increase in futures purchases by these indexes, this inverse relationship no longer holds – commodity prices are much more highly correlated to equity prices today, making them questionable instruments to “balance out a portfolio.” Business Week magazine had a good article on this phenomenon called “Amber Waves of Pain.”

The OECD study by Sanders, Irwin, et al., cited as evidence that speculation is not a problem has been refuted for its faulty logic and misuse of Granger causality tests (see http://www.iatp.org/tradeobservatory/library.cfm?refID=107621). A good overall look at the problem of excessive commodity speculation can be found here: http://www.bettermarkets.com/assets/pdf/CL-CFTC-PL-Final.pdf.

We think it is important that the paper explain how changes in commodity futures prices affect the price paid by consumers worldwide. Many believe that only spot prices are important and that physical hoarding of stocks is the only way that prices can be driven higher. While there is evidence of hoarding - http://stopgamblingonhunger.com/?p=949 - futures prices also directly affect the price of food.

Three of the most prominent mechanisms by which commodity futures prices affect the price of food are:

1) Basis contracts: Many (most?) large purchases of food commodities around the world use contracts that are explicitly linked to futures prices. For example, the buyer agrees to buy X bushels of wheat each month, paying the nearest futures price. http://agmarketing.extension.psu.edu/Commodity/PDFs/UndrstdBasisRisk.pdf has a good explanation of this.

2) Increased volatility in futures prices pushes up costs for hedgers. As prices become more volatile, exchanges require higher margin (collateral). This has been the prominent reason that many physical hedgers have stopped using futures markets. Hershey’s commodity risk manager recently said “if you allow that process to be perverted, if you will, then you don't have a legitimate futures market and the regulators ought to shut it down."

3) Many (most?) auctions of physical commodities use the nearest futures prices as the benchmark from which to start bidding. Links to 58 studies by academic and market experts showing that excessive speculation in commodities influences the price of food can be found here: http://stopgamblingonhunger.com/?page_id=848
27. Pradip Dey, India 

Esteemed Chairman & Members of the Steering Committee of the HLPE, and FSN Members,

  

Good Day! 

  

It’s my pleasure to put forth the following points for consideration regarding the topic of price volatility strictly in my personal capacity and not in Official capacity: 

· Role of open market in checking (or otherwise) price volatility need to be worked out. 

· Institutional, social, financial and ecological aspects of price volatility is important and need to be addressed. 

· Gender sensitivity of price volatility need focussed attention.  

· Developing and validating a trans-national forecasting system against price volatility is essential

  

With warm regards, 

Sincerely, 

Pradip Dey 

28. Benone Pasarin from the University of Agricultural Sciences and Veterinary Medicine, Iasi, Romania 

Interesting data on the topic could be found on World Bank Document - RESPONDING TO GLOBAL FOOD PRICE VOLATILITY AND ITS IMPACT ON FOOD SECURITY published on April 16, 2011> 

“The World Bank has proposed the following concrete actions and partnerships on policy responses to food price volatility:

· Increase public access to information on the quantity and quality of grain stocks

· Improve weather forecasting and monitoring, especially in Africa.

· Deepen our understanding of the relationship between international prices and local prices in poor countries.

· Establish small regional humanitarian reserves in disaster-prone, infrastructure-poor areas.

· Agree on a code of conduct to exempt humanitarian food aid from export bans.

· Give countries access to fast-disbursing support as an alternative to export bans or price fixing.

· Develop a robust set of risk management products.

· Ensure effective social safety nets that include a focus on nutritional outcomes.

· Help smallholder farmers become a bigger part of the solution to food security.”

Full document available online at: http://siteresources.worldbank.org/DEVCOMMINT/Documentation/22887406/DC2011-0002(E)FoodSecurity.pdf
Certain Romanian articles in 2011 deal with the food prices volatility. They are from on-line journals or from scientific journals. Here are a few lines from one of these articles and you may read them following the links I included:

Contributions of Agriculture to Economic Fluctuations in Romania, Author - Anca DACHIN, Theoretical and Applied Economics Journal, Volume XVIII (2011), No. 1(554), pp. 151-162:

In the case of price index for food products, the growth rate decreased in the period 2004-2006. However it increased in 2007-2008, mainly because of the effects of bad weather conditions (drought and floods), but also due to the  increase of prices for imported food products as a result of strong depreciation  of the RON against the main currencies, as well as to the low competition environment on the internal market.

The price indices of food products depend directly on changes in food demand, supply of food industry and net food export.  In the last years there was a gap between the average growth rates of the food industry production and the agricultural production. Thus we can see a partial decoupling of the food industry production from the internal supply of raw materials. This resulted in different price changes for food products compared to agricultural products. The pressure of competition in the retail sector hindered the increase of consumer price indices.

Within the EU-27 Romania registered the highest price increase of agricultural products in nominal terms in the period 2000-2008. Large increases in the same period had other countries too (Latvia – 86%, Estonia – 63.5%), but they were overtaken by Romania with an increase of +213%. This does not necessarily mean that the absolute agricultural prices are higher in Romania compared to other EU countries, but the change rate was higher.

The volatility of agricultural prices is high, but the agro-food chain is damping the price variation of the agricultural raw materials, both in the case of increase and decrease”  

You may read full article at: http://store.ectap.ro/articole/548.pdf
Regards,
Prof. Benone PASARIN, Ph.D.
DEAN
The University of Agricultural Sciences and Veterinary Medicine Iasi
Faculty of Animal Sciences

Romania 

29. World Development Movement received trough Murray Worthy, UK 

About WDM

The World Development Movement (WDM) campaigns to tackle the root causes of poverty.

We lobby governments and companies to change policies and practices that keep people poor. WDM is a democratic membership organisation of 15,000 individuals and 60 local groups based in the UK. http://www.wdm.org.uk

WDM’s response to the zero draft consultation paper focuses on section 1.A.4 of the report

on speculation on futures markets and 3.A.1 on policy options to slow down financial

speculation.

Comments on the consultation paper

WDM welcomes the inclusion of the issue of speculation on future markets on price volatility

in the consultation paper, however are concerned that in some areas the draft text does not

fully explain the nature and issues regarding financial speculation.
• The key argument made by organisations highlighting the impacts of the financialization

of commodity markets is the way in which this financial activity has moved prices away

from factors relating the commodity fundamentals, to issues more relating to financial

investment decisions. While this point is acknowledged in the quote from UNCTAD on

page 16 of the report, this trend should be seen as central to discussions regarding the

impact of speculation on food prices.
In response to the content of the consultation paper itself
• Page 15. 1st paragraph. The introduction presents the co-movement of commodities as the main evidence presented to indicate the role of financial speculation in commodity price volatility. While the co-movement of previously unrelated commodities is evidence of the impact of commodity index funds, the report should also highlight the disconnect between price movements and changes in supply and demand. This disconnection between supply and demand fundamentals and price movements arguably provides clearer evidence for the impact of financial speculation on food price volatility.
• Page 15. 2nd paragraph. The argument that speculators reduce price volatility by buying when prices are low and sell when the prices are high is drawn from efficient market theory, rather than an empirical review of market behaviour. Many economists have highlighted the herding behaviours and psychological motivations of investors that have as great, if not a greater, impact on trading decisions than underlying asset fundamentals.1 Indeed evidence suggests that some financial speculators will buy into pre-existing price movements, increasing price volatility.2 This is supported by recent price movements: for example, in summer 2010 the price of wheat increased 70% in 4 months despite the global harvest being the third highest on record.3,4
• Page 16. 1st paragraph. It is important to note that it is not the change in the volume of activity that has led many commentators to highlight the role of speculation in increasing the volatility of food prices, but the change in market participants that has led to this increase in trading volume. Agricultural futures markets were previously largely made up of commercial hedgers, whereas now they are increasingly dominated by financial speculators whose trading decisions will not be based on analysis of the underlying supply and demand changes but on a desire to diversify investments.5 According to analysis by the US NGO Better Markets, during the 1990s commodity futures markets were made up of around 70% commercial hedgers and 30% financial speculators, providing market liquidity. This situation has now reversed so financial speculators make up around 70% of futures markets.6 It is this shift in market participation that has increased price volatility, which has also in turn caused trading volumes to increase.

• Page 16. 2nd paragraph. The definition of index funds used in the report seems unclear and may not fully explain the nature and workings of these funds. A proposed alternative could be: “Index funds track a basket of commodities, allowing larger institutional investors access to commodity markets - turning them into another investment asset class. Index funds only take 'long positions' in the market - that is they only take positions speculating that commodity prices will rise. The significant size of index funds in futures markets has led critics to argue that the weight of money on the long side of the market adds a structural upward pressure on commodity prices.”

It is also important to note that while commodity prices were negatively correlated with returns on equities and bonds through until the mid 2000s, this is no longer the case.7 Indeed some argue the increasing correlation between commodities and other more traditional financial asset classes is due to the impact of financial speculation. 

• Pages 16-17. Irwin & Sanders’ argument that speculation did not have a significant role in commodity price movements due to the high prices seen in commodities without futures markets is deeply flawed as it ignores the transferability of demand between commodities. There is a high capacity for demand substitution between agricultural commodities, as the prices of some commodities increase consumers will switch to other commodities. Through this process of demand substitution price increases from commodities with futures markets can be transferred to commodities without futures markets. 

• Page 18. 2nd paragraph. The conclusion to this section is quite confusing as some of the factors listed, such as the regulation of banking and insurance firms or the mobility of capital, are not covered in the body of the text. Greater discussion of these issues could aid an understanding of their impact on commodity price developments. 

• Policy options to address price volatility. The report correctly identifies many of the key regulatory tools put forwards by governments, NGOs and other commentators to address the impact of excessive financial speculation on commodity price movements. It is important to note that proposals for position limits put forwards by NGOs and other commentators have included both individual position limits, limiting the amount of the market that can be held by a single firm or trader, and aggregate position limits, which can limit the amount of the market that can be held by any group or class of traders. 

WDM would encourage the authors to draw clearer conclusions regarding the feasibility or desirability of the proposed regulatory measures, and what impact they may have on food price volatility.
• In order to tackle the effects of excessive financial speculation on food price volatility WDM is calling for commodity derivative trading to be centrally cleared and moved from OTC onto well regulated exchanges, improving market transparency and market function. 

WDM also supports the introduction of aggregate position limits on financial market participants, reducing the impact of financial speculation on price formation in commodity derivative markets.9

Murray Worthy

Policy officer

UK

References

1 Critics include Keynes, Minsky, Shleifer, Shiller, Akerlof and Kahneman. See: Pollin, R. & Heintz, J. (2011) Comment Regarding Position Limits for Derivatives. In response to U.S. Commodities Futures Trading Commission. Available at

http://www.peri.umass.edu/fileadmin/pdf/other_publication_types/SAFERbriefs/SAFER_issue_brief28.pdf
2 UNCTAD (2009) Trade and Development Report 2009: Chapter II The Financialization of Commodity Markets. United Nations. http://www.unctad.org/en/docs/tdr2009ch2_en.pdf p.61.

3 Index Mundi (2010) http://www.indexmundi.com/commodities/?commodity=wheat (Accessed November 2010)

4 FAO (2010) Wheat sends food prices up: FAO Food Price Index climbs five percent in August. FAO. 01/09/10. http://www.fao.org/news/story/en/item/45006/icode/

5 Baffes, J. & Haniotis, T. (2010) Placing the 2006/08 Commodity Price Boom into Perspective. World Bank Policy Research Working Paper 5371. http://wwwwds.

worldbank.org/external/default/WDSContentServer/IW3P/IB/2010/07/21/000158349_20100721110120/Ren dered/PDF/WPS5371.pdf p.6.

UNCTAD (2009) Op. Cit. p.54.
6 Better Markets (2011) Position Limits for Derivatives (Submission to the Commodity Futures Trading Commission). http://www.bettermarkets.com/assets/pdf/CL-CFTC-PL-Final.pdf p.2.

7 UNCTAD (2009) Op. Cit. p.66-67.

8 Tang, K. & Xiong, W. (2011) Index Investment and Financialization of Commodities.

http://www.princeton.edu/~wxiong/papers/commodity.pdf p.12. UNCTAD (2009) Op. Cit. p.71.

9 For more detail see: Jones, T. (2010) The Great Hunger Lottery. World Development Movement.

http://www.wdm.org.uk/sites/default/files/hunger%20lottery%20report_6.10.pdf and

World Development Movement (2011) Public consultation on the review of the Markets in Financial Instruments Directive (MiFID)- Response by the World Development Movement.

http://www.wdm.org.uk/sites/default/files/WDM%20-%20MiFID%20Submission.pdf
30. Cameron Short from Agriculture and Agri-Food Canada
General Comments

Some common misunderstandings about the recent prices should be clarified in first part of the paper.  Throughout most of the paper, it is taken as given that current prices are extremely high and volatile. An exception is \ on page 6 where it is said that 

“several authors have used a variety of methods to assess if food prices are becoming more volatile over time or not… They almost all conclude that there is no tendency towards increased price volatility over the last fifty years.” 

This work all looks at global markets. It seems likely that they would find the same is true if the same result if they had examined the last 100 years instead of the last 50. 

The USDA has also pointed out that there is a “money illusion” type of effect because prices are quoted in terms of the US dollar. The US dollar was depreciating against most currencies in this period.  Prices did surge in virtually all currencies but the common practice of expressing prices in US dollars exaggerates recent events.  

Most experts understand that current prices are still in fact low in historical terms but only appear high from the perspective of the decade or so before 2007. It would be useful to have a section which corrects some of the misunderstandings resulting from inflation and exchange rates. The concern expressed by many to reduce prices and price volatility is a demand for an improved outcome over the historical record.

The use of experts in this report seems to be almost capricious. This is an important issue today so concerned citizens from all backgrounds have been moved to comment and express their opinions. These are often treated as authorities in areas where they have no expertise. At the same time, real analytical reports by many leading world experts with substantial experience on specific issues are not referenced. Some, but only some of these lapses are highlighted below.

The Introduction (pp. 1 – 3)

Three interpretations for the recent price volatility in international food markets:  1) excessive food price volatility; 2) cyclical food crises; 3) emerging scarcities.  This avoids some a thorough evaluation of the causes of events in international food markets since 2006.  However, getting the diagnostics right is of fundamental importance to the design and delivery of remedial measures. 

Ill-conceived “prescriptions” may do more harm than good as they may deal more with symptoms rather than causes and inadvertently supplant or distort the signals needed to arrive at a proper diagnosis and subsequent remedies.  In the absence of time and resources to undertake an assessment themselves, the authors may find the work by Abbott, Hurt and Tyner (2009) helpful.  

It could be noted that the three interpretations are not mutually exclusive and it worth considering the validity of each as well as more complicated states of reality which involve combinations.  Many other interpretations could be proposed. For example, the idea that the past is not a good guide to the future is compelling argument for price volatility and food security but it does not seem to have much scope using the “three interpretations” rhetorical 

The last sentence on page 2 “From this point of view, curbing food demand in developed countries is certainly a major issue for long-term world food security” is untenable as it stands and should be removed.  Including this type of statement will have a bearing on whether the report is seen as balanced or rejected out-of-hand. 

The introduction recapitulates many of the arguments made at greater length in other sections. The material below provides commentaries on those sections but would apply to the introduction where it draws on material from those sections.

Description of Recent Volatility (pp. 3 – 18)

Long term price changes in price or price indices (Table 1, Figure 1) should be expressed in constant dollar terms rather than nominal terms. Expressing them in nominal terms hides the long downward trend before 2007.  It also completely obscures the 1995-96 price surge which you mention elsewhere.

The issue of local versus global markets is especially important for the “issue” of trade.  Although there may be exceptions, larger markets are likely to be more stable than local or regional markets. This follows from basic statistical properties rather than complicated economic analysis. Even highly stable irrigated but autarkic agricultural systems may be subject to unusual risk such as a flood or pests which destroy a large share of annual production.  Risk is characterized both by the possible magnitude of adverse events as well as frequency. It seems likely that integration in global markets offers more security than autarchy even for this type of agriculture. Thus the treatment of trade’s potential role in dealing with food security issues (as opposed to self reliance) is far too negative.  

The doubts expressed about the positive role of trade are completely unjustified. The appropriate implication is the need to discipline this type of policy response to a food price rise and the need to identify better alternative policies for developing countries. Moving to some sort of system of no or minimal trade, or managed trade would greatly exacerbate price volatility and reduce food security for everyone.

There appears to be widespread consensus now that price controls, export embargos and other forms of export restrictions designed to cushion domestic consumers was a major factor in exacerbating the recent food price surge.  Yet this issue is given a relatively superficial and inconclusive treatment on page 14. Only a selective part of this literature is examined and that by development economists rather than commodity market analysts and empiricists. It seems likely too that these policies played an important role in the price transmission processes in developing countries resulting in the delayed impact as well as the low level of producer response.  This aspect should be explained more clearly. A focus on the empirically identifying and assessing the importance of various “causes” rather than the “interpretations” would more logically lead to this important analysis.

It leaves the question on the table of whether we should expect to see higher levels of price volatility in the future and suggests some worthwhile analysis such as volatility on regional versus global market and the impacts of changes in market structure such as the growing importance of energy and post farm gate value added.

There is a certain incoherence in the extensive paragraph devoted Prashak’s (2011) concern with “extreme volatility” four authors mentioned later on page 6 who have actually studied price trends who “almost unanimously” conclude that there is no trend to increased price volatility.  More time and space should be spent on experts who have engaged in serious analysis and less on those who merely express opinions.

Biofuel demand (pp. 9 – 10) has certainly and will continue to place additional demands on the agricultural system.  However it also provides some positives in terms of long term food security which should also be considered.  These are:

1. Increased biofuel demand is a factor in reversing the long term trend to lower prices.  Many of the poor and food insecure in developing countries are small scale farmers, agricultural labours or other who live in rural areas.  They are food insecure because they have insufficient income.  Biofuel production offers them an alternative product they can produce for the market and possibly improve their incomes.  Higher agricultural prices will ultimately increase incomes in rural areas where the greatest number of food insecure people live.

2. Higher prices will also stimulate additional research, investment and aid for agriculture which will benefit rural people.  All of these respond over several years rather than months or even a single year or two. They will respond to a period of sustained high prices.

3. In certain situations, the crop production poor biofuel demand may serve as a buffer stock for food security.  This may require a system of flexible mandates in some countries.  However the natural functioning of this system could be seen in 2011 when large quantities of Brazilian sugar cane intended for biofuel was diverted to sugar production for human consumption. This is merely an extension of the long held practice of using alternative in times of shortage: downsizing livestock herds and diverting feed that they would consume and crops like cassava. 

The references in the section on food supply variability are strange 9pp. 11-12). The author cited on interpreting droughts in Australia and Canada in the first line on page 12 is a farmer. (He does have an M.Sc. in agricultural economics and has been engaged in NGO food aid activities. But he is not a climate change expert. Later on the same page Ray is cited. His position on has been on the fringe of policy economists throughout most of his career. Other authors cited throughout this section are odd.

Prices in international commodity markets are the subject. Experts in this area should be cited.  The leading market analysts are at the OECD, USDA and FAPRI.  It is extremely strange that this entire section does not make full use of these sources and rather relies on others.

Most agricultural markets are NOT characterized by thinness but rice is. (p. 13)

The trade shocks section is strange. Again an author, Headey, seems to be the most important reference. Headey is a a well-respected economist but appears to have spent his career with development issues (rural urban balance, etc.) He has written one analytical article (qualitative analysis only) on commodity markets and it is taken a major source.  

The name “trade shocks” is also misleading.  Some of the policies of concern are domestic price controls.  The basic conclusion drawn by nearly al commodity market experts that these policies together with export bans, export restrictions and the like were a major causal factor in 2007-2008 and should therefore be avoided is not even stated.

Index funds were first accused of being partially responsible for the price surge by the world’s most famous speculator, George Soros, and a major hedge fund manager in testimony before the US senate. It is highly likely that these gentlemen may not be “disinterested” observers. On the contrary, because of their own vested interests, it is hard to see how they could possibly be considered credible witnesses on the subject.

All subsequent reliable analysis both theoretical and empirical has shown that index did not have an impact. In particular, the UNCTAD analysis is based upon work done for them by Gilbert.  The Gilbert (2010) paper cited makes use of statistically insignificant parameters for his statement that Index investors do appear to have amplified fundamentally-driven price movements.”  Gilbert has subsequently said he agrees with Irwin’s conclusions.  Irwin finds no evidence to support Soros’ contention. An even better study by Stoll and Whaley should be cited. 

The reference to de Schutter on page 16 is also inappropriate. He is clearly not known as a futures market expert. He expresses common misunderstandings of futures market rather than expert opinion.

There has been no suggestion that commodity futures markets involved any attempts to corner the market, price manipulation, Ponzi schemes, excessive leveraging, or other forms of illegal activity. The main lack of transparency is not in the futures market but rather in the physical commodity markets where some governments are not transparent.  The complaints about the prices in the futures market seem to mostly involve the usual “shoot the messenger” phenomena.

Description of Cyclical Food Crises (pp. 18 – 32)

The data section on stocks, prices and cycles should be based on Wright (“The Economics of Grain Price Volatility,” in Applied Economic Perspectives and Policy (2011) volume 33, number 1, pp. 32–58. He is clearly the leading expert on this subject at this time.

The sections on the decline in agricultural investment, public support for agriculture, and agricultural aid are a really good part of the report. The material devoted to agricultural aid and research especially could be expanded. It would be appropriate to link research expenditure with material on rates of agricultural productivity—see for example the recent work by Alston. 

Tying all of these together with causally with long term food price trends and price spikes in a sort of cyclical fashion makes for an interesting hypothesis.  Something like long term downward trends in prices (and surpluses or gluts such as wine lakes and butter mountains) lead eventually to reduced investment, and less public support (at least for productivity enhancing expenditure such research, training and infrastructure.) 

This would also point to the problem of heavy support for agriculture in the developed countries with resulting surpluses and low prices in global markets creating the conditions that can indeed lead to greater volatility in those markets.

With long lags, this leads to slower productivity growth, and eventually to a confluence of factors which generate a price surge. The price surge will hopefully generate more investment, research, and public productivity enhancing expenditure to lead to lower price trends.

However, market structure may be different now because of the link with energy prices. Some analysis of high higher energy prices may have changed the structure of these markets would be highly desirable. 

Description of Emerging Scarcities (pp. 32 – 41)

The formulation of this interpretation is far too negative. It is expressed as though this will happen rather in the more positive manner seen elsewhere. Phrased this way it fails completely to inspire a more positive policy. 

It would be better to say something like “a possible signal of coming lasting scarcities unless appropriate steps are taken to manage water and land resources and increase agricultural productivity.” It then dampens irrational fears of the certainty of future shortages and naturally leads to prudent policies that would further mitigate this risk (research and innovation, developing country agriculture, water and land policy.) A better formulation of this section could encourage significant positive responses.

This section provides a useful overview of some of the pressures on the world’s land, water, biosphere and agri-food systems that make meeting the world’s food needs and wants a challenge going forward.  We would, however, suggest going beyond the current enumeration to more of a diagnostic approach with regard to the challenges of increasing yield and nutritional profiles while concurrently reducing waste in the value chain, as well as reducing vulnerability and promoting resilience in agri-food systems

Given the relative importance of supply side phenomena and policy choices on volatility and system stresses, more precision is needed about the nature and origins of such phenomena if pre-emptive or remedial measures are to be contemplated and well-designed.  

The authors have identified water scarcity and governance as key issues going forward and we think this is wise.  However, the amount of water on the planet is actually pretty static.  It is questions relating to how it is distributed, allocated and valued that are really key to the thorny circumstances we find ourselves in.  Undervaluation of the resource is a challenge that virtually all countries face.  

While undervaluation is problematic under the best of circumstances, it is particularly worrisome when water is scarce as it results in over use, depletion or degradation of the resource.  Because of price distortions, extraction technologies are favoured over water conserving approaches.  In extreme cases, this can result in over abstraction of aquifers in some localities and salinization and water-logging elsewhere.  To avert serious shortfalls in crop production (not to mention ecological disasters) and some attention must be paid to improving crops’ tolerance to drought and extreme events and by improving water governance through appropriate pricing and aligning infrastructure, institutions, entitlements, obligations and incentives.  We encourage the authors to draw upon useful work on this issue has been undertaken by the CGIAR group (IWMI, IFPRI) and the FAO.  

We are not entirely in agreement with the section discussing “Where the Green Revolution Met its Limits”.  While correct in identifying the declining returns to commercial fertilizer applications in many countries, the important gains that could be made in Sub-Saharan Africa and parts of Latin America go unmentioned.  Likewise, we must note that expenditure and research personnel dedicated to agri-food issues has been declining since the 1970s, indicating that reduced resource commitments are at least partially responsible for the lower productivity growth witnessed in recent years.  Finally, recent developments have arisen not so much because of scarcity but because of challenges in terms allocation and distribution across space and different uses.  

There is just one mention of the prospective role that new transgenic technologies can play (p.12).  The authors observe that commercial investment in biotechnology to date has placed much emphasis on technologies to make plants more tolerant of various inputs (e.g. herbicides) and not on ways to increase yields or nutritional profiles.  However, this is changing in both the public and private sphere.  CGIAR institutions, private enterprises and national research institutions have been working to improve the agronomic and economic yields for rice, wheat and other staples and there is much work underway to improve the nutritional profiles of various staple commodities (e.g. golden rice).  Moreover, researchers in both the biotech area and in traditional areas of research are investing considerable efforts to develop means of reducing waste in the value chain and lower the incidence of SPS events and food-related illnesses.  Work is also underway on transgenic crops that significantly reduce environmental externalities vis-à-vis traditional cropping approaches (e.g. nutrient and pesticide loading on land and in water basins).  

The authors are somewhat dismissive of the possibility for raising yields significantly.  Given the importance of lasting scarcities, the report should try to report on the views agricultural experts on this issue and the problems that will result if biotechnology continues to expand in the developed countries but not in the developing countries.  Restrictions on less unusual forms of biotechnology such as transfers among the same species or closely related could be eased.  Discussions on biotechnology-related issues need to become more nuanced relating to the nature of the specific interventions if international discourse on these issues is to progress.  The authors have an opportunity to play a positive and catalytic role in this area should they choose to do so. 

The Section on Price Transmission (pp. 41 – 52)

The price transmission section should consider the success and impacts of government policies to reduce price transmission.  This would include of course the various price controls and variable import tariffs as well as export restrictions and tariffs. 

What is the impact on producers, rural laborers as well as consumers and what is the link to the supply response and the indirect impact or longer term impact.

In developed countries, one policy criteria is whether an event such as significant change in prices is a temporary or long term event. Will governments be required to keep intervening in markets or not. This likely an important policy consideration for this class of policies and might shape how they are implemented and communicated to the public.

The Options for Slowing Down Speculation (pp.52-54)

Will work more on this tomorrow a.m. but am also preparing for flurry of meetings 

Based on their prescriptions for “slowing down speculation” (pp.52-54), the authors seem to agree with the notion that speculative buying by index funds in commodity futures and over–the–counter derivatives markets somehow created a ‘‘bubble’’ in commodity prices, with the result that prices far exceeded fundamental values at the peak. 

However, existing empirical evidence suggests that the bubble argument simply does not withstand close scrutiny. Irwin, Sanders, and Merrin (2009) and others have empirically examined such assertions to assess whether they hold any weight.  Five observations arise.  

• 
First, the arguments of bubble proponents are conceptually flawed and reflect fundamental and basic misunderstandings of how commodity futures markets actually work. 

• 
Second, a number of facts about the situation in commodity markets are inconsistent with the existence of a substantial bubble in commodity prices.  

• 
Third, available statistical evidence does not indicate that positions for any group in commodity futures markets, including long–only index funds, consistently lead futures price changes. Empiricists have observed that - that if speculator positions do impact on prices and returns at all - it is not over a sustained period and most likely over time periods shorter than a week (Streeter and Tomek, 1992). 

• 
Fourth, there is a historical pattern of attacks upon speculation during periods of extreme market volatility.  

• 
Fifth, government policies and behaviours, hoarding, and other interventions in market transactions are among the major causes of the run-up in prices; conjectures about whether or not these policies would be sustained or curtailed also may have played a role but such developments should not be blamed on market stakeholders but on the public institutions that precipitated them.  

Important specialist organizations like the OECD and the FAO have found no hard evidence that “speculation” has added much to the price increase on spot markets. After all, it is only when “speculators” actually buy produce on the spot market that they can drive up the price, and this would have to be reflected in growing stock levels – but stocks appear to have declined throughout the period of rising prices.

A different type of panic, though, has without doubt contributed to food price inflation – the barriers to exports that some food exporting countries have imposed in order to keep domestic food prices under control. Yet, the precise effect that this form of government panic has had on short-term price movements is a challenge to quantify.  OECD analysis clearly shows that two factors external to agriculture and food have had, and will continue to have in the years to come, a significant impact on the rise of global food prices.

•
The rapid increase in crude oil prices and energy prices more generally has significantly raised the costs of producing and shipping agricultural products.

•
The weak dollar has contributed to driving up dollar-denominated commodity prices in international trade. 

But OECD empirical work has also demonstrated that policy-induced distortions in both agriculture and the resource industries (e.g. biofuels) have contributed significantly to the run-up in commodity prices.  

Aulerich and Irwin (2009) tested specifically whether commodity index trader positions help to forecast price movements over the last several years for 12 commodity futures markets.  They undertook Granger causality tests using non-public data from the CFTC on the daily positions of commodity index traders over January 2000 through July 2008. A unique feature of this study is that the authors were able to extend the series on commodity index positions back through the entire sample under study for each of the 12 markets. Aulerich and Irwin found only a few cases where index trader position changes helped to forecast price changes in commodity futures markets. When significance was found the size of the estimated price impact was small. These findings also held when the sample was broken into sub-periods.

The Options for Restoring Confidence in the Trading System”   (pp. 54-61)

While not quite in favour of autarky, the authors favour managed trade quite strongly.  

“… in the current context, no government can accept to expose a currently unexposed population to “foreign” instability. On the contrary, the situation confirms the views of those who refuse to link domestic prices to international prices. … With at least a few governments now openly considering alternatives to the completion of the Doha Agenda at the WTO, it becomes extremely important for governments to decide their broader trade strategy anew.  Is the moment ripe to deepen the liberalization commitments undertaken with the Uruguay Round, or are countries interested in a different approach to their multilateral trade obligations?”  (p.60)
The authors seem to be under the impression that a closed economy and closed agri-food sector will somehow have more stable markets than a more open economy that is well-engaged and integrated with the international trading system.  Within the marketing, business management, agronomic and agricultural economic literature, this hypothesis has been thoroughly debunked.  The greater the size, diversity and number of players engaged in a market the less volatile it will be relative to smaller, isolated, national or regional markets.  While it is true that – on a few rare occasions – instability can be transmitted from the international market to domestic markets – it is more typically the case that nations offload the negative consequences of their own misplaced policies on to the world market.  

A few salient facts are warranted here to refocus and recalibrate the trade discussion:  

• 
The world’s arable land is not distributed around in the world in the same proportions as is population.  Therefore, there is no way for Asia, North Africa or Middle East to be self-sufficient.

• 
Agriculture in most LDCs underperforming relative to its potential, but disincentives are in decline

• 
With population growth & broad-based economic development in LDCs, growth in their food demand will outstrip production potential & more of world ag production will move through trade.

• 
Greater trading opportunities for LDCs would accelerate their economic growth and accelerate growth in their food consumption and imports.

Therefore, even in a “comparative static” context, it is critical that multilateral trade deliberations be successful.  Once elements of the “New New Trade Theory” (NNTT) are considered, embracing near-autarky or managed trade becomes even less appealing as a long term strategy.  New NNTT work undertaken suggests that gains in well-being, sustainable resource use and productivity, and economic efficiency all arise when countries engage in trade (Liapis 2011, Ciuriak et al 2011).  

In the context of the New New Trade Theory, a couple of anecdotes may be in order.  Singapore, North Korea and South Korea were at similar points of development in the mid-60s.  Singapore is a city-state with few resources but which embraced trade and good governance.  South Korea also embraced trade, but with more state intervention.  North Korea has largely pursued a self reliance autarky policy.  Although it has fewer resources, Singapore’s citizens are arguably the most food secure, followed by South Korea, with North Korea taking up the rear.  

On a temporal basis, the same point could be made by observing Chile’s experience.  Chile was a food deficit country and economic weakling in the 1960s.  Through a combination of improved governance both within the domestic economy, at the border, and in its engagement with other countries, Chile is now emerging as an exporting powerhouse for agri-food products.  Although the storyline differs a bit, China’s “reform and opening up” efforts have provided its citizens with a greater quantity and variety of foodstuffs than the autarkic and highly managed trade approach it embraced in the 1960s through to the mid-1980s 

The Options for  Building up Stocks (pp.61-65 )

The authors are strong advocates of public stock holding schemes (pp.61-65), with little if any empirical evidence to support their advocacy.  It must be observed that the success of such stock holding operations depends on at least three fairly strong conditions and assumptions.  

(1)    Omniscience.  

(2)    Benevolence.  

(3)    Highly Responsive on a Timely Basis.  

Existing evidence suggests that, while typically well-motivated, administrative and bureaucratic public stockholding operations tend to be more lethargic, prone to preferential access and capture, preclude choice in the methods for achieving objectives, and are susceptible to the creation of rents that run counter to society’s interests.  Because they create institutional monopolies or “gatekeepers” of sorts, they often result in rationing or queuing behaviour and inadvertently encourage wasteful lobbying, all of which affect poorer households disproportionately.  Empirical evidence suggests that, over the past 40 years, those countries which have reduced the role of the state in determining prices and stock levels are those that have made greater gains with respect to food security relative to those where the state has played a greater role.

Another issue relating to the “omniscience” of international administrators relates again to the determination of the “right” price or range of prices.  In our view, prices are signals or symptoms and reflect responses to changes elsewhere.   If administrators set prices too high, excessive supply will be forthcoming and then agents – both public and private – will have to deal with the problems created by the glut.  If administrators set prices too low, shortages and queuing behaviour will result.  This will result in either a “market for favours” (corruption) emerging and/or the “true” price being the administratively-determined price plus the opportunity cost of the time and resources expended while queuing.  If such conditions prevail for an extended period, resources held by entrepreneurs and other private stakeholders (land, labour, capital, research expenditures) will be driven away from the primary agri-food sector to other areas where returns are higher and less subject to administrative discretion.  Ultimately, this will be harmful rather than helpful to the pursuit of food security objectives.

Tangermann in “Food security at the core of the international agenda?” (Agra Europe, May 22, 2009) has succinctly explained most of the problems with this approach. Gilbert has recently identified another problem. Most of the buffer stock schemes to manage global prices have been formulated to prevent extremely low prices. If governments are rich enough, they can continue to buy a commodity to keep its price from falling. Controlling price spikes is a different problem because there is always a risk that stocks will be exhausted.
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31. World Food Programme, sent through Ramaraj Saravanamuttu

Please note the following comments from World Food Programme.

Section on page 58 focused on WFP. It indicates that P4P and local purchases were something introduced to address food price volatility. This is a misinterpretation as P4P is directly concerned with catalyzing the integration of smallholder farmers to markets through a leveraging of WFP local purchases. Other secondary benefits may also be forthcoming. 
The Forward Purchase Facility could lead to regional stocks but its main aim is to shorten the delivery timelines. The WFP G20 reserves proposal is not an extension of the pilot forward purchase facility but is an attempt to provide more ready access to food supplies at the regional level, particularly during times of price volatility.
On the whole a good report. The first part in particular is comprehensive, well structured, and well articulated. It achieves a nice balance of addressing the technical complexities while not burying the reader in accessible language for the non-expert. 
Section 2 is a little weaker and less comprehensive, and section 3 perhaps the weakest. One of the constraints is that policy options are discussed in a fairly generic sense when actually response very context specific – this could be borne in mind in any changes to the text.
In the first section, the discussion covers food waste and its linkage to increasing income and urbanization. A further significant cause to be considered in many developed countries is the emergence of increased food safety regulations, and notably labeling of sell by dates and best before dates. The introduction of these labels has led over time to much food being wasted purely because it is past its sell by or use date.  Older consumer still judge the 'quality' for themselves before throwing away, but it is clear than many 'younger' households with adults who grew up as children with food labels no longer do this. They abide strictly by the date hence resulting in considerable waste of food, which has not perished.

Section 2
Page 43.
The key staples are largely considered in an equivalent fashion. But in many senses rice is a very different staple, and particularly when it comes to Asia. This is illustrated in the para on page 43 beginning Blein et al's . The authors find that over half the international price of maize is transmitted to domestic markets is sub Saharan Africa but only one third for rice in Asia.  This is one of the indicators of the substantial difference – rice is thinly traded compared to wheat and maize, and the price of rice has major political significance in Asia. This is largely because Asia is very much a mono consumption. While many parts of Africa have a preference for maize they do substitute away when prices rise to a greater degree than Asians, particularly south Asians, will with regard to rice.  So this section would benefit from a discussion of substitution elasticities between grains.
It also needs to be better linked to the section on domestic policies – ie one reason for the low transmission of rice prices in Asia is domestic policy – ultimately governments in the region rise and fall on the price of rice. So I can think of no government that will allow full transmission of spikes in the rice price and in fact many governments ended up with more rice stocks at the end of the crisis than at the beginning – in essence they bought more when prices were high for their reserves than when they were low!
 Section B may also benefit from inclusion of a short discussion on intra country price variability of key staples. This would serve to under-score the market infrastructure arguments – i.e. it would indicate that domestic markets may not be fully integrated either.  
Section C may be the weakest part of section 2. While titled consequences of price volatility on food security this is not what this sections covers. If it did it would cover changes in food availability, access to food, and utilization.  This section really seems to want to focus on the nutritional side but has not uncovered much of the evidence that could be used. 
First it could look at how food import quantities changed in key food importing countries, and how food assistance increased – ie the countries that WFP and others stepped up programming in. At the moment it uses the blanket undernourishment figure but recognizes the shortcomings of that indicator.  
It would do well to pick up literature on diet diversity and how diet composition shifts with rises and fall in income.  There is work done on Indonesia (Martin Bloem when he was at HKI, Saskia de Pee) that showed the consequences of the financial crisis that hit East Asia a few years ago.  This clearly showed how micronutrient deficiencies increased as real incomes fell. Similarly work in Bangladesh shows how diets shift when food prices rise.  
This section is silent on price elasticities and substitution elasticities between staples and meat, milk, fruits, veg, eggs which would enable it to draw out the impact of real income changes on food consumption patterns.  
USDA also has an intersting study on food consumption patterns:
http://www.ers.usda.gov/AmberWaves/February08/Features/CovergingPatterns.htm 
Henk Jan Brinkman (formerly with WFP) and others also did a study on cost of food baskets, and impact on nutrition of the 2007-08 crisis, which is attached here.
While there may not be much work on the gendered impacts of the food price crisis per se there is plenty of work on the impact of the intra-household distribution of food, and for S. Asia much on the fact that women eat last, that they are the first to sacrifice meals when household food availability is compromised, and that they have less access to preferred foods. All this can be used to show that if real incomes fall as a result of the food price crisis then women will be more badly impacted. WFP Bangladesh has this work, much of it done for them by IFPRI  
Work from Zimbabwe (Kinsey, Hoddinott) also shows that children whose food access was compromised by a severe drought were shorter several years later than their peers who were not exposed to the food shortage. 
Section 3 
The first set of policy recommendations in section 3 dealing with speculation may be open to question.  This was well covered in the earlier analytical sections and it seemed like the conclusion was that while the jury was out, speculation was not a driver of price volatility although it may amplify it. Putting recommendations on this area first seems to imply that is may be one of the more important drivers.
The table on page 74 also does not work well.  It is not clear that all the suggested interventions are really to tackle volatility when it occurs. I think the reason this table doesn't work well is because some of the instruments are tackling the result of volatility, ie safety nets but others are tackling it at the root, ie trying to prevent it occurring. It has tried to address that in the columns but part of the problem is that tackling the root of volatility depends on the source…ie price volatility is the result of some other shock to the demand supply system, it can be a demand or a supply shock.  This table could therefore be re-worked.
The use of the term productive safety nets although used frequently tends to imply that other safety nets are not productive. In fact other safety nets are more productive – ie those that improve or protect the nutritional capital of children in the first 1000 days will be more productive because of the life span over which the investment yields a return. Or would be better to call them labor and training based safety nets.  Equally many safety net instruments are not included – for example emergency feeding, nutritional supplementation. Would  school feeding be recognized as including high energy biscuits (ie snacks), school meals, take home rations (cash or food). 
Pages 76 and 77 seem inconsistent. The discussion of buffer stocks on page 76 seems to reach the standard conclusion that these are costly, difficult and largely unsuccessful. But the discussion on page 77 seems to indicate that a food security strategy will combine domestic production, buffer stocks and trade. 
Again on page 77 it would be good to lose the term productive safety nets.
In this section safety nets are not discussed in an ex-ante and an ex- poste sense. Safety nets need to be designed and the necessary infrastructure established (ie identification and targeting mechanisms) prior to the crisis hitting.  If it did discuss it in this sense then the comments on page 78 about safety nets appearing to be unable to avoid decapitalization would be better supported.  As it is it looks to be a failure of safety net instruments, whereas the reality is it is a failure to have safety net systems in place that allow for scaled up responses when crisis strikes. 
This also applies to the description of safety nets in Ethiopia. Some people may disagree that Ethiopia has the best institutional capacity to deliver safety net programs – it has capacity to deliver some instruments but not to deliver a systematic safety net program.  This has been brought into stark relief again recently with the appeal. 
Table 10, as referred to in the penultimate paragraph does not address what it says it does.
In summary this is a good report, particularly with regard to agriculture, and the relevant policies with regard to agriculture and trade. It is weaker in terms of discussing safety nets as part of a systematic response, tending to focus on instruments as being equivalent to nets as opposed to being components of a comprehensive system. It is also weak on the whole discussion of nutrition within food security, the impacts of volatility and any sense of solutions.
32. Björn Martén from GEIST, Sweden

Here comes my CFS HLPE consultation contribution. My presentation  is  concerning price volatility. The key issues are to prevent landgrabbing and leave the meat production behind by introduction of national biogas infrastructures. 
Yours Sincerely 

Bjorn Marten, Chairman Geist 

Biogas technology for a sustainable development in Africa 

ABSTRACT: One of Africa’s greatest challenges is to create water and food security. Over 200 million people in Africa are chronically undernourished. Many people suffer from health problems due to consumption of drinking water contaminated by leaking pit latrines. By improving soil fertility and offering proper sanitation those problems can be curbed and it is this context where biogas technology and IWESS Integrated Energy and Sanitations Solution can make a contribution.

The basic idea is to prevent land grabbing, lower dependence on cattle raising and turn waste and waste water into a resource that will curb soil degradation, eutrophication desertification, deforestation and global warming by introduction of biogas technology and the Industrial Cow concept.  Introduction of source separated wastewater, IWESS and biogas technology can pave the way for a sustainable development based on organic farming and use of biogas for vehicles and cooking fuel. It will create an opportunity for farmers to lower the meat production and create a sustainable economy without heavy subsidies, thus paving the way for farmers in developing countries to compete at the global market. 

Keywords: Biogas, industrial cow, waste, soil fertility, vehicle fuel, rescuing of rainforests
Please find the full article at this link: http://typo3.fao.org/fileadmin/user_upload/fsn/docs/HLPE/Pricevolatility__BjornMarten1.doc
33. France’s comments, received through Isabelle Ouillon, Ministère de l'Agriculture, de l'Alimentation, de la Pêche, de la Ruralité et de l'Aménagement du territoire  

[Original in French] 

Ces commentaires ne préjugent pas de la position FR sur le document final.

Le travail réalisé par l’équipe d’experts est d’une très grande qualité. Le rapport présente un large et exhaustif panorama des analyses et débats sur la volatilité des prix. La volonté de présenter et d’analyser les différentes interprétations des causes des récentes hausses des prix des denrées alimentaires sur les marchés internationaux est fort appréciable ainsi que le choix de traiter aussi bien de la volatilité des prix au niveau national qu’au niveau international. 

Au niveau des mesures politiques proposées pour lutter contre la volatilité des prix, la distinction entre les options internationales et nationales est très pertinente et mériterait d’être approfondie. 

La partie I4 relative au rôle de la spéculation et de la financiarisation des marchés des matières premières agricoles pourrait être étoffée en prenant en compte les études récentes, telle celle sur le plan de la FED (Federal Reserve System) concernant la monétisation de la dette (« quantitative easing » QE2) permettant d’emprunter des dollars à faible taux et d’investir simultanément sur les marchés des produits de base. 

Comme rappelé dans la préface du rapport, l’objectif de ce type de rapport est de présenter  « les résultats d’analyse et les recommandations sur les principaux instruments de politique » pour lutter contre la volatilité des prix. Sur ce point, le rapport gagnerait à faire apparaitre plus clairement, et de façon systématique, à la fois dans le texte et dans la mise en forme (en ayant recours à des encadrés ?) les propositions et les avis du groupe d’experts particulièrement dans les parties III et IV. Cette remarque vaut également pour les interrogations qui sont adressées à la communauté internationale. 

De nombreuses références sont faites au rapport des organisations internationales (OI) sur la volatilité des prix élaboré à la demande du G20. La version officielle du rapport des OI sera rendue publique en juin Il serait  préférable dans le présent rapport de citer clairement (avec leurs numéros) les recommandations des OI lorsque le texte y fait référence. Par ailleurs, dans certains cas, la position de l’équipe d’experts par rapport à ces recommandations n’est pas toujours claire. L’avis de l’équipe d’experts mériterait d’être plus explicite aussi bien dans la partie présentant les mesures internationales pour lutter contre la volatilité des prix que dans la partie sur les mesures nationales.

Pages 58 et 89 : Il semble y avoir une confusion entre les termes volatilité « domestique » et « endogène ». 

Page 59 : On ne sait pas vraiment si les auteurs adhèrent aux demandes des ONG et commentateurs. 

Page 60, 64, 65, 66 : La position des auteurs par rapport aux recommandations des OI  n’est pas explicite. Citer le numéro de la recommandation. 

Page 67 : Quelles sont concrètement les attentes des auteurs vis-à-vis de la Convention relative à l’aide alimentaire ?

Pages 68/69 : Ne faudrait-il pas faire le lien avec la recommandation 7 des OI sur les stocks ? 

Pages 71-74 : Ce passage sur les différents types et usages des stocks mériteraient des encadrés pour illustrer les exemples auxquels il est fait ici référence.  

Pages 77-94 : De nombreuses expériences pays sont ici évoquées, certaines mériteraient d’être mieux illustrées notamment dans des encadrés. 

Pages 90-91 : présenter les deux exemples développés dans des encadrés. 

[Translation in English]
These comments do not prejudge the French position about the final document.
The work carried out by the expert group is of great quality. The report presents a wide and comprehensive picture of analysis and debates regarding price volatility. The intention to present and analyze the different interpretations of causes for the recent food price increases on the international markets is very commendable, as well as the choice to deal with price volatility at national and international level.  
In relation to policy measures proposed to fight against price volatility, the distinction between international and national options is very important and would require further examination. 
Part I4 concerning the role of speculation and financialization of agricultural commodities markets could further developed taking into account recent studies, like that of the FED (Federal Reserve System)about debt monetization (« quantitative easing » QE2) which allows to borrow dollars at a low rate and simultaneously invest on the commodities market. 
As stated in the foreword of the report, the objective of this type of report is to put forward  « the results of analysis and recommendations of key policy instruments » to fight against price volatility. Regarding this point, showing clearly and systematically, both in the text and format (in boxes?), the propositions and advice of the expert group, would improve the report, especially in parts III and IV This comment is also valid for the questions referred to the international community. 
Several references are made to the report of international organizations on price volatility, drawn up on request of the G20. The official version of this report will be made public in June.  This report should make clear references to the recommendations of the international organizations (with their corresponding numerals) when mentioned in the text. Furthermore, in some cases, the position of the expert group in relation to these recommendations is unclear. The advice of the expert group could be more explicit, both in the part presenting the international measures to fight against price volatility and in the part concerning national measures.
Pages 58 and 89 : It seems to have a confusion between the terms « domestic » and « endogenous » volatility. 
Page 59 : It is not clear if the authors agree with the requests of the NGO and commentators 
Page 60, 64, 65, 66 : The position of the authors regarding the OI recommendations  is not explicit.  The recommendation number should be quoted 
Page 67 : In concrete, what are the authors’ expectations regarding the Food Aid Convention?
Pages 68/69 : Maybe it would be necessary to make a link with IO recommendation 7 about stocks? 
Pages 71-74 : This passage about the different types and usages of stocks deserves boxes to illustrate the examples referred. 
Pages 77-94 : A number of countries experiences are mentioned, some deserve to be better illustrated in boxes. 
Pages 90-91 : Present the two examples in boxes. 
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