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Evaluating Food Security Policies

Criteria Area of focus Champions

Efficiency Aggregate & cost "Getting the Prices Right,
Timmer, 1984"

Equity individual access "Human Right to Food,
1966, UN "

No environmental harm ecology "Rio Summit - Agenda
21, UN, 1992"

Politically feasible Stakeholder Agreement "Markets and States,
Bates, 1981"

Security/sustainability = Uncertainty and time Cross-cutting
consistency

Good food security policies are economically,
socially, environmentally and politically sustainable
But, relative weights change over time




From State Driven Aggregate Supply
to Market Based Individual Demand

1970s-1980s

1990s-2000s

Focus

Overarching
approach

Key Figures

Policy
Instruments

Linguo

Challenges

aggregate food supply

national food self-sufficiency
through state intervention

Norman Borlaug — the
Green Revolution

Input subsidization; price
protection; marketing
boards to stabilize prices

Food and food security as
food availability

inefficiency, fiscally
unsustainable and
destabilizing effects

individual food demand
market mediated food security

Krueger, Schiff, Valdez; Sen;

hunger in the midst of plenty.

market deregulation;
marketing systems & safety
nets; world market reliance

Income and poverty

underinvestment; erosion of
trust in markets; absence of
safety nets




... and Back to Global Supply

World Food prices 50 percent higher
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Today's World Food Outlook

Increase Supply:

_.ooming land constraints, rising water scarcity
Rising uncertainty following climate change
Renewed public and private investment

Manage Demand
Agro-fuels, cut waste, go vegetarian

Rely on Trade
Erosion of trust in markets




World Food Security Debates

Increase supply thru Manage demand
public investment Food vs Fuel

New vs old technologies

Public vs private goods Restore trust in markets
Small vs large farms Manage price volatility
Modern vs ecological Build effective safety nets

agriculture Manage market power
Manage production risk




Increase supply with
smart public investment




Invest well:
1. Make better use of existing technology

Actual and potential maize yields in Reduce pOSt
African countries harvest loss
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Invest well:

2. Public versus private goods?

Resurgence in large scale input subsidy programs
(Malawi, Zambia, TZ), often large % of ag budget

Public vs private goods:

Public: non-excludable and non-rivalry (rural infrastructure),
positive externalities (sanitary protection), address market
failures (R&D),

Private: farm inputs, commodity specific marketing/promotion

Evidence from Lat. Am. shows composition of public
expenditures often more important than the amount

Reallocation of 10% of subsidy expenditures to supplying public
goods, keeping tot. expend. const., increases ag inc/cap by 5%

An increase in public spending on agrlculture by 10%, keeping
the composition constant, increases ag inc/cap only by 2%

10

Dorward, 2009, "Rethinking Agricultural Input Subsidies™




Why large scale input subsidies?

Overcome information or market failures

Learning; underestimation of benefits by farmers
Credit and insurance market failures
No market failure: dead weight loss, mere redistribution

Generate positive externalities

Build input markets (scale economies & lower costs)
Slow down land degradation

New: arguments

social protection, national food self-sufficiency, political
popularity




Conditions for success

Underutilization due to market failures?
Learning less, underestimated gains more likely
Credit and insurance constraints are real

Often of temporary nature  exit strategy

Works best If:

New usage (if not, mere transfer) limit leakage
(crop, farmer, country)  targeting/rationing

Reduces food price  staple crops (demand
inelastic), high response cereals (maize, wheat,
rice; large scale, complementary productivity
Increasing measures, closed economy:




Pitfalls and design

Political difficulties of targeting/rationing
(leakage, political support)

Rising fiscal costs in face of declining
benefits (political challenge of exit)

Need for complementary services

Opportunity cost (e.g. weather based
[Nsurance)




Experience thus far

Pro-poor growth (efficiency & equity)
Heavy subsidy of rationed quantities for staples
Use private sector for fertilizer delivery
More fertilizer use? Teething problems?

Limited complementary action, no attention to
second round effects

Ecology — not an explicit goal
Politically — popular
Little known; need for evaluation!!!




Invest better:
3. Risk reduction & weather based insurance

Index based insurance
Minimizes moral hazard & adverse risk selection
Quick pay-out and easy to administer

Challenges
basis risk  covariate risks

Experience from experiments
Information and trust  learning
Liquidity constraints limit take up among poor

Subsidize to promote learning and establish
markets?




Manage demand




Demand management

1. Food versus fuel

Agro-fuel policies
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agrofuels not a panacea

(Science, 2009)



Restore Trust in Food
Markets




Restore trust
1. Manage price volatility

Challenge

Market mediated food security more efficient, but
introduce political risk of supply interruption, a
valid concern that must be adequately addressed

One response is food self sufficiency

Reduces political risk, but in importing countries it
comes at higher domestic price

Climate change increases volatility of domestic food
supply  more interaction with market needed,
unless even larger national buffer stocks




Restore trust
1. Manage price volatility

Information - a more transparent system of
information sharing on buffer stocks

Financial future markets — not really

Regulation - tightening of WTO rules for
export restrictions helps

Stocks — is an internationally coordinated
strategic food reserve possible?




Restore trust
2. Build effective safety nets

Market mediated food security pre-supposes reliable social
safety net which are often not present

Nonetheless, safety net systems also possible in low
income settings given adapted design.

The time to act is now, before the crisis hits.

Features

Groups of complementary programs

Similar benefits to those similar in other respects, more to those in
more need (Horizontal and vertical equity)

Cost effective (minimal leakage) and incentive compatible

Cash transfers often preferred to mitigate poverty, manage shocks,
and facilitate reforms




Reflections on
Development Assistance




Smaller Donor Assistance
for Pro-Poor Growth

Concentrate based on comparative advantage

Strengthen historical expertise in international
agriculture

Innovate and evaluate

Support experimentation in agricultural service
delivery & production methods and learn from it

Foster accountability

Better governance of public spending through
bottom up accountability




Take away messages




Concluding remarks

Be explicit in articulating trade-offs in debating food

security policies

New opportunities for agriculture as engine of pro-

poor growth

World food security debates
Avoid bias towards private good provision
Revisit bio-fuel policies

Restore trust in worlc

Foster accountability in
of opportunity may not

markets (incl. safety nets)
public spending as window

ast




Thank you for your

attention!




