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Abstract
The session’s premise was that today’s agricultural sector is demand driven as compared historically to being supply driven, and discussed whether this change requires a new intellectual framework for the WTO’s work on agricultural issues. The global food system must respond to a dramatic increase in the demand for food, to policies encouraging the production of biofuels and to more frequent incidents of extreme weather. The world has recently witnessed two food price spikes, and with population and income growth projected to continue to exceed productivity growth, prices are likely to remain both higher and more volatile. There also has been a proliferation of regional trade agreements (RTAs) that influence trade patterns. The fragmentation of production through highly complex value chains offers new opportunities and challenges to world agriculture.
1. Presentations by the panellists
(a) Mr Carlo Trojan, Chairman, IPC; former Ambassador of the European Commission to the WTO
Mr Trojan introduced the session, noting that the agricultural system was fundamentally different today compared to when the Doha Development Agenda (DDA) was launched. A surplus commodity situation has been replaced with a demand-driven one, characterized by shortages and price hikes. Agricultural trade policy discussions used to focus on supporting producers and exporting interests, but focus has now shifted to consumers and importing countries. In particular, major areas of concern are export restrictions, environmental constraints and the environmental impacts of agriculture. Finally, the proliferation of regional or plurilateral trade agreements and the development of highly complex value chains were noted.
(b) Professor Tim Josling, Senior Fellow, The Freeman Spogli Institute for International Studies, Stanford University; Member, IPC
The first panellist was Professor Josling, who set the stage for his view on how agricultural trade might look 38 years in the future, in 2050. He recalled how much had changed in the last 38 years – in 1974, there was lower grain production, a jump in oil prices and accompanying inflation, macroeconomic instability and unprecedented high prices for several major commodities. US farm policy was transformed by the elimination of the reserve policy and encouragement of large-scale production “from hedgerow to hedgerow”. Trade expanded rapidly as the Soviet Union purchased large quantities of grain. Developing countries were not at that time major players in the commercial market, although they were absorbing large quantities of food aid. The European Economic Community, including the newly acceded United Kingdom, had implemented policies that made it impervious to world market conditions. 
The United Nations convened a world food conference in 1974 to address the crisis of unstable prices and food security. New institutions were created: the Committee on Food Security, the International Fund for Agricultural Development (IFAD) and the World Food Council. Today, only IFAD remains. It was not until the mid-1980s that serious attention was paid to the “disarray” in world agriculture. This lead to the adoption in the Uruguay Round of new rules on domestic support, market access and export subsidies to address the distortions to world markets emanating from domestic farm policies.

In the 1980s and 1990s, new challenges to agricultural trade rules evolved. This was one consequence of a wave of globalization in the industry, with food processors sourcing material from overseas and retailers marketing to consumers around the world. Many of these challenges were in the form of standards. The Agreement on Sanitary and Phytosanitary Measures increased transparency for public-sector standards, but private standards bloomed in the less regulated environment of the Agreement on Technical Barriers to Trade. Biotechnology brought productivity improvements to producers but faced consumer resistance. High oil prices and environmental concerns spawned the increasing use of biofuels in transportation. Strong economic growth in emerging markets resulted in increased demand for meats and added to pressures in the grain market. The demand-driven system had emerged, replacing the concern about surpluses and falling prices. 

Turning to trends over the next 38 years the demand driven nature of agricultural trade is likely to continue. Nine billion people will need to be fed in 2050, and a 70 per cent increase in agricultural output will be required. The use of new land can address around 10 per cent of the needed increase in supplies, but yield increases will have to account for around 80 per cent. Increased trade flows and relatively firm prices can be expected. There will be greater development of niche products, and the use of branding and labelling to promote products. Resistance to genetically modified organisms (GMOs) will shrink as developing countries adopt the technology to achieve productivity increases. Variability in supply will continue and stocks will be too small to give price stability. Consumer safety-nets will develop by addressing high prices through consumer assistance (e.g. food stamps) rather than meddling with supply. Crop insurance will likely replace price supports in more developed countries. The bulk of agricultural policy interventions will shift to developing and emerging countries. 

More creative institution building will be needed to make the best use of limited resources in the face of increasing population and demand for food. Though the World Food Council no longer exists, it may be worth considering how existing institutions can address the future challenges and whether new institutional frameworks are needed.
(c) H.E. Mr Tim Yeend, Ambassador and Permanent Representative of Australia to the WTO
Ambassador Yeend expressed extreme concern that there was so little focus on agriculture at the WTO today. The focus had previously been on the major distortions to food markets caused by developed economies trying to address surpluses, which disadvantaged the ability of developing countries to increase production. Today, we have increased instability in food prices and spikes, which is a cause for international concern. There have been a number of international initiatives which are relevant to broader food security concerns, such as the UN High-level Task Force on the Global Food Security Crisis and the G20’s work on the agricultural market information system. All have reconfirmed the positive role trade should play in addressing food security issues. At the Cairns Group meeting in 2011, food security was discussed in terms of the importance of policy reform, so that farmers receive market signals and also can use new practices for increasing productivity. Australia firmly believes that as a long-term advocate for agricultural reform and reflecting the changing dynamics of agricultural trade and where we will go by 2050, we need strong multilateral rules for agricultural trade. 
The greatest debate in DDA has been regarding maintaining policy space for market access. Yet the proliferation of free trade agreements (FTAs) aimed at opening agricultural markets is a bit at odds with the problem in DDA. There are debates about self-sufficiency and reserves. This leads to questions regarding the work in WTO. What role does trade play to answer these issues, and what can be done in a multilateral context to find solutions? 
(d) Dr Manzoor Ahmad, Senior Fellow, ICTSD
The next panellist was Dr Ahmad, who serves as theme leader in the IPC–ICTSD Expert Group on Agricultural Trade and Food Security. The project, supported by the government of the Netherlands, will examine three themes: agriculture and rural development; agriculture and food security; and trade policy and the environment. The organizers’ aim is to provide the options paper at the 9th WTO Ministerial Conference, to be held in Bali in 2013.

Dr Ahmad reviewed why this initiative was being undertaken and discussed the process for reviewing the matter and plans for the outcomes. He noted that the DDA impasse was unfortunate, especially given the 2008 food crisis, which in part was caused by trade policies. The WTO really had no reaction, although other institutions did. The question is whether a new intellectual framework is required for the negotiations and if so, what should it be?

Dr Ahmad indicated the project’s purpose is the development of well-reasoned policy options for food and agricultural trade for governments and negotiators to help move forward. The intention is to stay out of technical details of Doha, but to touch on institutional reforms. The project may suggest different approaches – it does not have to be a consensus document.
2. Questions and comments by the audience
Mr Sun Zhenyu, former Ambassador of the People’s Republic of China to the WTO, and Ms Ellen Terpstra, President and CEO of the IPC, served as discussants and provided their reactions to the panellists. Mr Sun kicked of the discussion with a number of provocative questions. The ensuing discussion with questions from the audience touched on a wide range of topics, in particular: food security, GMOs, biofuels, the role of speculation, export restrictions, and whether trade negotiators were taking into account the changes since DDA was initiated. 
Noting the importance of China’s and India’s policies, it was suggested there would be a fundamental debate in the future concerning how much the two states want to protect agriculture through direct subsidies and their flexibility to manipulate prices by border measures. Doha cannot move forward until these issues are solved. Mr Sun stated that if these two states can solve their own people’s food security, that would be significant. Mr Trojan noted that food security does not equal food self-sufficiency, and pointed to water availability, the impact of climate change, and environmental effects as reasons that more trade is needed.

A member of the audience noted that the food price hike was a bigger concern, as it was in combination with rising fuel prices, and suggested that food security needed to be approached in the context of sustainability – a huge challenge for many developing countries. Another participant commented that high prices should be good for small farmers in developing countries. Professor Josling suggested that self-sufficiency was possible for China, India, the United States and a few other states, but self-reliance was the only feasible objective for others. High prices should be good for small farmers, but to address price hikes, policies should provide subsidies to consumers instead of attempting to artificially reduce high prices through supply management. 

Dr Ahmad commented that export restrictions did contribute to the food price crisis, and many were understandable. Farmers did not especially benefit from export restraints, but the middlemen did. If restraints are imposed, buyers lose confidence in supply availability. The G20 said emergency supplies for the World Food Programme should be allowed and not be affected by export restrictions – however, more transparency is needed. 

Ambassador Yeend felt a Doha outcome was possible if the goals were improving market access, dealing with export subsidies, addressing trade-distorting domestic subsidies and having strong development outcomes – but not especially using the 2008 text. Creative thinking is needed, particularly on market access, and it is important to move forward where agreement can be reached. Australia’s preference is to address these issues multilaterally, as domestic supports are not solvable in FTAs. 
An audience member asked why negotiators were sticking to a supply-side approach and noted concern that the European Union and the United States were diverting supplies to biodiesel purposes in a time of shortage.

Professor Josling addressed the question as to why, if prices are increasing, had there not been more pressure to reduce subsidies, particularly since all governments are under budget constraints? He cited the probable elimination of direct payments in the US Farm Bill as an example of where budget pressures have been decisive. 

Regarding whether US ethanol policy diverts corn from other uses, Professor Josling noted that US tax credits had been removed and the European Union was reviewing its biofuels policy. He commented there was serious discussion in the United States regarding the mandate and believed it would change over time to address the problem of pressures on the corn market in times of high prices. In the future, ethanol production will be based on its competitiveness with oil rather than government mandate.
3. Conclusions
The agricultural system will increasingly be demand-driven, reflecting the 70 per cent growth in production needed by 2050 and the increased demand for biofuels. Farmers are being impacted by more frequent severe weather, and more price volatility and hikes are likely. This raises concern about food self-sufficiency, sustainable production, reserve policies and disciplines on export restrictions. 
While the Doha negotiations are at an impasse, agriculture has been included in a proliferation of FTAs, thereby improving market access but encumbering trade with a myriad of regulatory systems. There are new issues to be discussed reflecting today’s situation, but it is still important to resolve the aims of the Doha agriculture negotiations so that developing countries have an opportunity to produce in response to markets.
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