       THE FOOD CRISIS-NATIONAL AND GLOBAL CHALLENGES 

                                              Dr Sumit  Roy

                                             Visiting Senior Research Fellow

                                             School of International Relations and Strategic Studies

                                             Jadavpur University,

                                             Calcutta

                                             India 

Background

The recent food crisis has captured the imagination of  national and international leaders and the common man or woman in both developing and developed nations. Anxiety has dominated the media, and the agenda of politicians and food and development experts. Hence, identification of the possible causes and remedies has centred on the urge to take swift action to feed  the hungry and minimize dissent and riot among the poor. This is laudable but it is critical not to panic. A more detached medium-long term approach has to be adopted. This should closely integrate national and global policies. The crux of the problem is a failure of the market-inability of supply to match demand with mounting food deficits, rising prices of  major food grains such as wheat and  rice, and hence the need to take action to boost food production. Emergency measures such as the ones by the World Food Programme  have to be supported but it is essential to investigate the nature, the root causes, and the long term solutions of the food crisis.

Food  Crisis

This is encapsulated in the rise in food prices of basic foodstuffs and grains, rising import bills, and the fear of millions of people in developing Asia, Africa and Latin America facing hunger and starvation. Wheat, rice and soybeans prices have increased by 40%,  60%  and 40% respectively.  The depletion of food stocks marks a 25 year low while food import bills show a rise of  25% in developing countries.  The UN estimates  that an extra 100 million people face the risk of facing hunger. The  WFP, World Food  Programme, claims that 20 million of the world’s poorest children may go without food. The rise in world food prices aggravates the mounting commodity and energy (oil) prices and a major slowdown in the US economy. This adversely  effects  global growth and inflation. 

At the regional and the country level, the rise in food prices has sparked riots in Haiti, Egypt and a number of African countries. It is alleged that people have started eating mud pies while in Bangladesh the poor are surviving on one meal a day.  There is major focus on the main food producing Asian countries-Thailand and nations such as Vietnam, Indonesia and Cambodia. The US, which traditionally has compensated for global food deficits, has been unable to fulfil its traditional role. This is due to a fall in its own food output. On the more hopeful front the World Grains Council forecasts a 7% increase in global wheat output in 2008.

Responses

The response of countries to the food crisis has centred on safeguarding national food security. International organizations, moreover, including the UN, the WFP, and the World Bank and the IMF, have hurriedly taken emergency steps to reduce imbalances in  global food  distribution.

Strategies to overcome the food crisis include curbs on exports  of wheat and rice and slashing import duties on such imports coupled with exercising firmer control over the distribution of foodgrains through the PDS, Public Distribution System. This is exemplified by a number of Asian countries. Thailand, for instance, a major exporter of rice, has curbed its exports.  Similarly, other countries, including  Indonesia, Cambodia and Vietnam, have also tried to impose controls over exports of rice to increase domestic supplies. Control over food prices is a supporting move. This requires a subsidized public distribution system. Japan, a leading member of the Asian  Development Bank, has acknowledged the importance of this mechanisms in the face of rising food prices but is  anxious that this may place undue burden on the fiscal budget. Allegations have also been made that the rising demand for foodgrains from the ‘emerging giants’ China and India,  in part from the high income middle classes, has been a major factor behind the food problem. This has been used by President Bush to score a political point-demand for “better nutrition and better food” by middle class Indians was one of the causes for the high food prices. This fails to tackle the critical supply factors behind low food production. 

India is a classic example of a nation which has taken immediate action using  a range of  measures . Thus, it  has imposed a ban on the exports of  non Basmati rice, and maize and pulses in 2008. Wheat exports had already been banned in 2007. However, countries such as Japan are concerned that export bans may lead to a further rise in food prices. India has also sharply curbed import duties on wheat and vegetable oils. Such steps have been accompanied by offering farmers greater incentives to increase rice production by raising the price  per tonne of rice to $ 1,000. Pledges, too, have been made to exercise stricter controls over the PDS, Public Distribution System, of foodgrains recognizing that 36% did not reach intended consumers. Moreover, it is the hope that there will be a bumper harvest and adequate procurement of grains from farmers.

India’s  domestic policy thrust may expose it to international criticism. This is due to its immediate policy response to stop the exports of  key grains. This in turn may result in food consuming and food importing poor countries (eg Bangladesh) being unable to have access to foodgrains. India’s actions need to be seen in the context of its goal to pursue its high growth rate ( 9% ). This was revised downwards to just over 8% after the recent global recessionary trend in the US. It has to hold on, along with China, to its ‘emerging giant’ status.  The critical problem confronting India is a high rate of inflation which has crossed 7% fuelled by rising food  and commodity prices. Hence, control of prices is a 

priority.  Its current policies on banning exports of grains such as wheat should be seen in the context of world prices for wheat being 40%  higher than in India.  Without  such bans there may be a disincentive to supply local markets and an increase in hoarding.

Alongside India, the other Asian ‘emerging giant’ China has been taking steps to ban  exports of  wheat and leasing in land in other countries (eg Russia) to enable it to produce food for its domestic market. Bangladesh, too, has banned the export of rice to increase supply to its domestic market. 

African countries, many of whom are net food and oil importers, face critical problems  due to inability to increase their food production in the short run. They require urgent financial help from the IMF to finance their imports. Indeed, many have already approached the IMF to ease their expected burden on the balance of payments.

Developing countries are turning to the USA to compensate for food deficits. Alas, it is unable to respond. It  confronts shortfalls in its own food production. However, it could reduce its allocation of grains (eg wheat) for biofuels. This would increase its domestic supply of grains.

Solutions

The food crisis requires immediate and medium-long  term measures.

In the immediate term the focus is on emergency food aid and urgent financial support to meet high food import bill so as not to adversely worsen the balance of payments. Much anxiety has been voiced at various levels and in particular by the UN, the UN World Food Programme, the FAO, the World Bank, and the IMF and also regional bodies such as the Asian Development Bank and the African Development Bank. Alongside, major world leaders, and in particular President Bush, have voiced their deep concern about the crisis. They have held high level discussions with international leaders including the World Bank President Robert Zoellick. The WFP has stated that $ 755 million is required. The UN has set up a Special Task Force and offered $ 200 million to farmers in developing countries to boost food production. President Bush has asked US Congress to put up an additional $ 770 million in urgent food aid. Lester Brown, a leading world authority on food production, has reiterated the need for the US to reduce the  use of grains for biofuels.  About 70% of corn output in the US, for instance, is used for biofuels.  

Emergency measures are required to meet urgent immediate deficits in food. This is legitimate to combat hunger and starvation. However, it is vital to investigate the roots of inadequate food production and distribution. This could avoid derailing the Millennium Development  Goals of halving world poverty  by 2015 and integrating poor nations and poor people into globalisation.  In the long term rising population is a major factor behind increased demand for food.  The current world population is 6.7 billion but UN projections show that there will be an additional 2.5 billion people in the world in the next four decades. This is forecast to exceed 9 billion by 2050. Hence many more mouths have to be fed. 

In the medium-long term resolving imbalances in demand and supply of food call for  devising policies at the national, the regional and the international level. This is underscored by key forces:

Agricultural productivity

Increasing agricultural productivity has to be a key goal. This should be based on integrating inputs and outputs-the supply of high yielding varieties of seeds, fertilizers, and irrigation, supported by credit alongside remunerative output prices. A  second “green revolution” is essential to stimulate food production in many countries, including India, as in the mid 1960’s and early 1970’s, to increase output and self sufficiency. Indeed, Kofi Annan, the former UN Secretary General, has called for an ‘African Green Revolution’ to make Africa self sufficient in food. The ‘green revolution” experience of India and Asian nations can offer insights into African food production. The UN’s  New Food Task Force to confront the needs of vulnerable groups, including children and pregnant women, and boost food production in the long term through inputs and credit, is encouraging for African countries.

The FAO, too, suggests that Africa may face major problems of access to food. Thus, in 1993-94 the African food import bill was $ 5 billion while the current bill is $ 24 billion. Rising food import bills are likely to worsen Africa’s balance of payments. Increasing food production in most of the continent is based on subsistence farming with marketable surplus being only 20-25% of output. This calls for remunerative output prices, supply of inputs and credit. Public investment, too, in infrastructure (roads, transportation and storage) has to be raised as the private sector is reluctant to invest in such projects.

Integrated  agriculture

The role of agriculture has to be closely interlinked with overall national development plans to bring about structural change. Given that a significant proportion of people earn their livelihood from agriculture (eg. 60% in India), the contribution of the sector towards meeting growing domestic urban and rural food needs, and the scope of increased rural incomes can furnish finance for investment in agriculture and industry.

Trade reforms

It is crucial to ensure that farm and trade policies of developed countries do not artificially reduce the prices of  their foodgrains. This makes it virtually impossible for farmers from developing countries to compete both in their own domestic markets, due to cheap food imports, and also in the international market.  This is of paramount  importance for African farmers. They are dependent on agriculture for their survival.  Revamping developed country policies, including in the EU, the US and Japan, demands executing the promises of the World Trade Organization (WTO)  Doha Round (2001). This aimed to curb agricultural subsidies in developed countries and enable access to their markets. India and other developing countries have put pressure on the US to cut the subsidies it pays to its farmers. The deal can be made if US agrees to curb trade distorting agricultural subsidies to less than $ 13 billion-$ 14 billion.  Agricultural subsidies pose the greatest challenge. They involve complex issues of subsidies and sensitivity on market access especially in developing countries with respect to food security and livelihoods of poor farmers. At the same time developing countries should be allowed to adopt temporary measures to protect their agriculture. This has to be reinforced by  aid for trade so that poor farmers can have the inputs and infrastructural support to boost  output. 

Future

A combination of technical, economic and political policies  have to be shaped to  revive the agricultural sector and stimulate long term food production.

First, food productivity has to be emphasisied.

Firm links need to be established between the costs of food production and output or support prices, taking into account different socio-economic groups in the rural sector including small, medium and large farmers. Many of the poor are  net purchasers of food with heavy debts. Institutional credit has to support the needs of farmers to purchase inputs, the costs of which (such as fertilizers due to high oil prices) are prohibitive and rising.  Landless labour, too, comprises a significant proportion of the rural population in Asia and Africa. They should have access to cheap food through special programmes such as food for work schemes.   

Second, agriculture has to be given its due importance in overall development. The  expenditure on public investment for irrigation, infrastructure and marketing has to be raised.

Re-examination is required of  the role of subsidies to ease the purchase of  key inputs. . This may not comply with the philosophy of markets and hence has to be re-thought.  Moreover, though land reform as a policy has been dormant, it needs to be incorporated in a selective form-land consolidation and encouraging small  farmers, who have higher productivity per hectare compared to large farmers, to increase food production.

Third, trade policies have to be re-thought to fulfil the promises made by developed countries to curb agricultural subsidies under the WTO.  The food crisis may help in persuading developed countries to adopt such policies in their own long term interest. This could minimize disruptions to world food production.   

Unquestionably,  resolving the food crisis requires integrated national and global policies. This should  go beyond  laudable pronouncements. 
· The writer is the author of Agriculture and Technology in Developing Countries:India and Nigeria, Sage, Economic Progress and Prospects in the Third World:Lessons of Development Experience Since 1945 (with Sir H.W.Singer), Edward Elgar, and Globalisation, ICT and Developing Nations:Challenges in the Information Age, Sage.
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