FIGHTING STARVATION

IN AN AGE OF PLENTY




Poverty is an outrage. It robs people
of dignity, freedom and hope,
of power over their own lives.

Christian Aid has a vision — an
end to poverty — and we believe
that vision can become a reality.
We urge you to join us.

Farmers harvest their crops in front of a futuristic office complex
in Kabul, Afghanistan. SvenTorfinn/Panos
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Hunger. It is a scourge that has many causes.
Some are natural: cyclones and tsunamis; volcanic
eruptions and earthquakes; too much rain in

some places, too little in others and sometimes a
combination of both within one country in a matter
of months.

Then there are the pressures on food supplies
from myriad causes for which we alone are entirely
responsible.

Wars and civil strife are major factors. The spectre
of hunger is never far away when fighting disrupts
harvests, rural populations are displaced and trade
routes severed.

The imposition of misplaced economic theories on
developing countries and their subsistence farmers
by rich donor nations and the financial institutions they
run — the World Bank and International Monetary Fund
(IMF) — has also played a role.

Slashed agricultural budgets, reduced subsidies,
and the lifting of price controls have all been hallmarks
of a rush towards trade liberalisation that has too often
failed to deliver benefits to those living in poverty.'

In tandem, huge tracts of land have been
apportioned for purposes other than feeding the local
population — particularly for the production of biofuels
and other cash crops such as cotton and fresh flowers.

Demands that even smallholder farmers turn
their attentions to such produce may be fine in times
of plenty, but later, when the granary is bare and
market food prices are beyond the farmer's reach,
the promised bounty remains an unrealised dream.

Indirectly, the actions of some unscrupulous
multinational corporations that remove massive
amounts of money from developing countries in the
form of unpaid taxes on hidden profits also contribute
to rising food insecurity.

Developing countries struggle to get a fair price
for their crops, while overpaying for items such as
fertiliser and pesticide. This makes it harder for farmers
to work their way out of poverty, while governments
are deprived of the tax revenues they need.

As long as prices remain artificially skewed through
tax manipulation, the global pattern of production will
remain inefficient, leading to prices beyond the reach
of the poor.

In recent years, global financial markets seem to
have also played a part in helping put food beyond the
reach of those living in poverty. A market system that
has turned crops into financial commodities is now
suspected of acting in an unforeseen and damaging
way by forcing up prices.

As if all this was not enough to contend with,

matters could soon get a lot worse. The new middle
classes in emerging economies show every sign of
adopting the consumer habits of rich nations, which
are already unsustainable, and stretching earth’s
resources beyond breaking point.

This trend is of particular concern as the world's
population continues its predicted rise to 9 billion
by the middle of the century.

And major shortages caused by the rapidly
changing climate are soon expected to make
themselves felt. The intensity of extreme weather
events such as hurricanes will increase, and the
frequency of floods and droughts will grow.

Higher temperatures will spread the blights that ruin
crops and the diseases that kill people and livestock.

Less extreme but no less deadly will be the
incremental temperature rises that steadily and surely
will cut a swathe through many cultivated regions,
draining the life from the soil and killing crops.

The food shortages taking place today are occurring
at a time when the world should be able to feed itself.
There is, after all, enough food to go round. It's just
that all too frequently, it simply fails to get to the
people that need it most — the hungry. They either
can't afford it, or they can't access it.

As a result, about 3.5 million children under five
in developing countries die from malnutrition-related
causes every year.?

Filling empty bellies should be a global priority.
Itis, after all, first on the list of the United Nations
Millennium Development Goals (MDGs) in the war
against poverty. Goal 1 could not be more explicit:
'Eradicate extreme poverty and hunger.® By 2015,
the target is to halve the number of those afflicted.

Since the MDGs were drawn up 10 years ago,
however, the situation has inexorably worsened.

Just how acute the issue of food security has now
become was highlighted earlier this year by Professor
Sir John Beddington, Chief Scientific Adviser to the
UK Government, and Head of the Government Office
for Science, in his preface to the report, The Future of
Food and Farming.*
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Earth’s projected population in 2050

‘We are at a uniqgue moment in history as diverse
factors converge to affect the demand for, and the
production and distribution of, food over the next

20 to 40 years, he warns. He concludes the report by
predicting: ‘The global food system between now and
2050 will face enormous challenges, as great as any
that it has confronted in the past!

Concentrating his mind, and those of the 400
scientists from 35 countries who worked on the report
with him, is the fact that there will be an extra 2 billion
mouths to feed by 2050.

A major sign that matters are deteriorating came
with a massive spike in world food prices in 2008,
when the cost of basics such as wheat, maize and
rice rose by more than 100 per cent as agricultural
commodities, along with the price of oil, rocketed.

That peak of 185 points, in an index of the real
prices of 55 food commodities compiled by the United
Nations’ Food and Agriculture Organization (FAO), was
then surpassed in February 2011 when it reached 208
points, falling back to 204 in April.®

Cereal prices, of crucial importance to the world’s
poor, hit a record 233 points in April this year, 5.5
points above 2008. In mid-April World Bank President
Robert Zoellick expressed profound concern. ‘This is
the biggest threat to the world’s poor, where we risk
losing a generation. We are one shock away from a full
blown crisis, he told a Washington press conference.®

Helicopter delivering grain during a famine in Sudan

Such price volatility comes against the backdrop
of a world still reeling from the effects of the 2007-
2008 economic crisis, which hit developing countries
hardest. Unemployment soared globally in the face of
reduced investment, exports collapsed, and the level
of crucial remittances being channelled back to poor
countries from breadwinners abroad also fell.

Today, the results of the continued crisis, with its
attendant food-price rises, can be seen in the domestic
unrest that has spread across parts of Africa and the
Middle East. The fact that people can no longer afford
to feed themselves has played an integral partin a
number of the anti-government protests that have
taken place.

Exacerbating matters in recent months has been
the impact of severe weather events, with monsoons
causing devastating floods across Pakistan, and a
particularly violent La Nifa flooding large tracts of
Australia’s east coast. Floods have also hit Central
and South America, while drought led Russia to ban
all grain exports.

In The Future of Food and Farming — which was
sponsored by the UK’s Department for International
Development (DFID) and the Department for
Environment, Food and Rural Affairs (DEFRA) —
Beddington spells out the challenges for the future.
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Per capita consumption of meat
in India, 2007

Per capita consumption of meat
in the UK, 2007

‘The needs of a growing world population will
need to be satisfied as critical resources such as
water, energy and land become increasingly scarce,
he asserts.

‘The food system must become sustainable,
whilst adapting to climate change and substantially
contributing to climate change mitigation. There is also
a need to redouble efforts to address hunger, which
continues to affect so many. Deciding how to balance
the competing pressures and demands on the global
food system is a major task facing policy makers!

Beddington and his co-authors are not alone
in their concern. In 2010 the FAO, the European
Commission’s Food Security Thematic Programme and
the International Food Policy Research Institute (IFPRI)
—a body supported by an alliance of 64 governments,
foundations, and international and regional
organisations — all produced major investigations
into food security.

They each painted a similar picture of the challenges
ahead. The future, broadly speaking, looks something
like this.

Although there has been marked volatility in food
prices over the past two years, most of the world's
population still enjoys plentiful and affordable food.

Yet hunger remains widespread. Some 925 million
people are chronically short of the major staffs of life,
such as carbohydrates, fats and protein, and perhaps
another billion are thought to suffer from ‘hidden
hunger'. These are whole populations, not starving,
but short on necessary vitamins and minerals in their
everyday diet, and so riven with preventable disease
and a higher incidence of mental retardation at birth.

In contrast, one billion people are substantial
overconsumers, their addiction to processed foods
spawning a different kind of public health epidemic,
made up of conditions such as type 2 diabetes and
cardiovascular disease.

The world, unfortunately, has always consisted of
the haves and the have-nots, with some feasting while
others starve, but this time there is a difference: the
system into which the world is locked at present is
unsustainable.

Threats from interacting drivers of change will
converge in the food system over the next 40 years,
and their impact will be disastrously manifold.

Without change, our global food system
will increasingly degrade the environment and
compromise the world’s capacity to produce food,
as well as contribute to climate change and the
destruction of biodiversity.

The expected population growth, rising from

7 billion today to about 8 billion by 2030 and then

to more than 9 billion by 2050, will be largely
concentrated in Africa and southeast Asia, where food
security is already a key issue.”’

Just what provision is made for feeding this
increased population will be determined by a range of
other factors, including consumption patterns among
the new middle classes in emerging economies, and
the number of people moving to cities. Expanding
cities in turn will need food, water and energy.

A rising Gross Domestic Product (GDP) is no
protection in itself from the impact of the changes it
provokes. Wealthier people are unlikely to be content
for long with a diet of rice and vegetables — they will
start wanting richer food stuffs, such as steak.

And that will have a major impact because livestock
need feeding, and land set aside for that purpose will
not be used for growing foodstuffs for people.

In rich countries, the per capita consumption of
meat in 2007 (the latest figures available) was 88kg
per person per year, although that average includes
significant differences. In Luxembourg, for instance,
per capita annual meat consumption was 136.73kg.

In the United States it was 122.8kg, while the UK came
in at 85.5kg and Norway 65.42kg.8

Now which end of the high-consumption spectrum the
emerging BRIC economies (of Brazil, Russia, India and
China) will gravitate towards is a cause for concern.

Meat consumption in Brazil in 2007 already stood at
80.5kg, Russia at 60.8kg, and China at 53.45kg. In India,
where vegetarianism is a cultural and religious choice,
as much as a reflection of poverty, the figure was 3.26kg.

One estimate is that the 9 billion people expected
by 2050 will want to eat as much food as 13 billion at
today’s nutritional levels, which would require global food
production to rise by 110 per cent over the next 40 years.®

But increasingly, control of huge areas of land,
used hitherto for small-scale food production, or
by pastoralists or indigenous peoples for food, is
becoming subject to purchase and leasing agreements
with sovereign wealth funds and businesses whose
primary aim is profit.

Looking to the seas for an answer is pointless.

The effects of overfishing are already apparent globally
—not least off the coast of the Horn of Africa, where the
depredations of Taiwanese and Thai fish factory ships
were among the factors that drove local fishermen

to piracy (the beginnings of the hostage-taking and
extortion now bedevilling that part of the world.)
Some believe that further expansion of aquaculture,
or aguafarming, holds the key, with more fish farms
and beds for crustaceans and molluscs. But in various
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Current level of global consumption
of available fresh water for agriculture

parts of Asia, where rice paddies are being turned
over to producing fresh water prawns for the tables
of Europe and North America, the practice so pollutes
the land that after a few seasons it is useless for both
aquaculture and any future rice production.

The 2008 food-price spike has been seen by
many as a wake-up call. The European Commission’s
Food Security Thematic Programme strategy update
document of December 2010 notes: ‘The increases
in food prices in 2007-2008 had a direct detrimental
effect on the food security of many people around the
world. The poorest people were hit hardest by this
crisis, not least because a larger share of theirincome
is spent on food... Some developing countries have
been hit harder than others, and it has often led to
reduced income from remittances abroad, reduced
investments, reduced exports, lower wages and
higher unemployment.™

Although global food prices have decreased since
then, says the EC: ‘They remain high and volatile in
the domestic markets of many developing countries.
Moreover, it is likely that, along with economic
recovery and increasingly extreme weather patterns,
prices will rise again in the coming years, possibly
culminating in another food-price crisis.

Professor Beddington, writing in a strategy paper
after the last food-price spike, outlined the challenges
ahead: ‘The 2007/08 food price rises shocked many
in the developed world from the belief that stable or
declining food prices and assured supplies could be
taken for granted.

‘In the developing world the impact of higher prices
came on top of existing levels of food insecurity,
making the impacts far more severe, particularly on
the poorest and most vulnerable in society. Whilst the
events of 2007/08 were driven mainly by short-term
factors, they highlighted the challenge mankind faces
to feed — equitably, sustainably and healthily — a global
population approaching 9 billion by mid-century. '?

Yet we are already overworking the land we have
under cultivation. Although global crop yields grew
by 115 per cent between 1967 and 2007, the area
of land in agricultural use increased by only 8 per
cent, with the total currently standing at about 4,600
million hectares.™

Increasing yield is obviously good — provided the
soil is not degraded in the process. The International
Soil Reference and Information Centre estimated
in 2009, however, that of the 11.5 billion hectares
of vegetated land on earth, about 24 per cent
has undergone human-induced soil degradation,
in particular through erosion.™

Cash-crop plantations, the wholesale buying-up
of land for non-food products, pressures to preserve
natural habitats and ecosystems, and plans to designate
large areas of land as carbon-retaining ‘sinks’ limit the
scope for further agricultural expansion.

The Organisation for Economic Co-operation and
Development (OECD) estimates, for example, that
an additional 1.6 billion hectares in Africa could be
used for agriculture. To start suddenly farming this
land, however, would have major implications for
greenhouse gas emissions as much of it is forest.

Urbanisation and desertification will add to pressure
on land resources, as indeed will rising sea levels,
leading to the salinification of major alluvial flood

International Food Policy Research Institute

plains such as in a manner already seen in Bangladesh.

Watering the land will bring with it a whole range
of different problems, for rates of water extraction
for irrigation are exceeding rates of replenishment.
In China, water tables are falling by more than three
metres a year, and in India it is the same.™®

At current levels, agriculture consumes 70 per cent
of total global clean water from rivers and aquifers
available to humankind. However, total global water
demand could rise by as much as 35-60 per cent
between 2000 and 2025, and even double by 2050,
owing to pressures from industry and our growing
cities. The expected shortages of fresh water will
make the risk of regional conflict over supplies ever
more likely.®

The IFPRI predicts that by 2025, water scarcity will
result in an annual loss of 350 million tonnes of food —
equivalent to losing today's entire global rice harvest."”

The cost of agricultural inputs, meanwhile, fluctuate
with the vagaries of global energy demand. Energy
prices are already volatile, and major sectors of the
food system are particularly vulnerable to higher
energy costs. The production of nitrogen fertilisers is
highly energy-intensive and saw a five-fold increase in
fertiliser prices between 2005 and 2008 as a result of
the soaring oil price during this period. The cost of fuel
also impacts on shipping costs.®
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Food production and the food system must assume a much higher

priority in political agendas across the world. To address the
unprecedented challenges that lie ahead the food system needs to
change more radically in the coming decades than ever before

Professor Sir John Beddington, Chief Scientific Adviser to the UK Government,
The Future of Food and Farming, 2011

As a reaction to the worsening global situation,
food security has gained a central place on the
international development community’s agenda.

At UN level, in 2008 the Secretary-General established
a High-Level Task Force on the Global Food Security
Crisis (UN HLTF) composed of heads of the UN
specialised agencies and the Bretton Woods
institutions of the World Bank and IMF. The UN HLTF
prepared a Comprehensive Framework for Action,
outlining proposed UN actions for the short, medium
and long term, aimed at alleviating shortages.™

The G8 Summit in Aquila in 2009 agreed on a
common comprehensive agenda — the Aquila Food
Security Initiative (AFSI) — which included a US$22bn
commitment to tackle food insecurity, based on
country-led, strategically coordinated processes.?®
Much of the money, however, has not yet been
forthcoming.

During the 2009 World Summit on Food Security in
Rome, world leaders decided to concentrate all efforts
through the evolving Global Partnership for Agriculture,
Food Security and Nutrition (GPAFSN).?2' The UN's
Committee on World Food Security (CFS), whose
reform was launched in October 2009, will be a central
component in global governance on food security.?

The question is: will the new initiatives go far
enough, particularly in terms of promoting sustainable
solutions? Beddington’s 2011 report concludes: ‘Food
production and the food system must assume a much
higher priority in political agendas across the world.

To address the unprecedented challenges that lie
ahead the food system needs to change more radically
in the coming decades than ever before.

‘There is growing consensus that global poverty
is unacceptable and has to be ended. However,
very difficult decisions lie ahead and bold actions
by politicians, business leaders, researchers and
other key decision makers will be required, as well
as engagement and support by individual citizens
everywhere, to achieve the sustainable and equitable
food system that the world so desperately needs.!?

The report that follows examines the causes of
food insecurity, presenting new evidence indicating
that a major reason for recent food price hikes could
be the activity of long-term investors in the commodity
index market.

As we show in the chapter on markets (see p9),
investment in this area has boomed in recent
years following deregulation in the US of trading
in commodity index funds, leading the head of the
Financial Stability Board, Mario Draghi, to warn in April
that the situation had all the hallmarks of a bubble
waiting to burst.?*

And while a bursting bubble might ease the
immediate damage caused by high prices, it would
also bring its own costs, particularly in terms of the
impact on producers and future production, as well
as leaving intact a distorted market, as we explain
in the next chapter.

The report also highlights the contribution that
small farmers, whose interests are often ignored by
their governments, could make to food security if they
only received the backing and support they need.

We show instances of such farmers coping
in the face of adversity, benefiting from advice
and assistance provided by Christian Aid partner
organisations.

And we identify the sustainable farming practices
that seem to point to a solution to what is perhaps the
greatest challenge facing humankind today, food security,
giving examples of how these can be scaled up to
present a viable future.
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Today's spikes in global food prices, like those of
2008, have many causes, but underpinning them is
a disturbing fact. Food has now become a financial
commodity, to be traded and bet against just like any
other, such as copper or oil.

This has led to growing unease that the manner in
which global markets are run might actually be making
a significant contribution to the price rises which in
turn cause hunger.

The evidence that exists is not conclusive, for
these are early days — research into the global pull
of today’s economic forces on the price of food is at
a nascent stage.

But the picture that has so far emerged highlights
one salient fact. If the markets do indeed share some
responsibility for price hikes, then the bad guys are not
the usual suspects — the hedge fund managers and
‘cowboy speculators’.

Instead, it may be that some of the more prudent
financial actors — institutional investors including
pension funds — are responsible for helping drive
up food prices globally.

These investors are not part of some grand
conspiracy of greed. There is no malice aforethought
in their actions.

Rather, it is the manner in which global markets
have changed that may be to blame for reversing the
inroads against hunger that have been made in the

Figure | World undernourishment levels 1969-2010

past two decades (see Figure | below).

In this globalised world, it is clear that market
regulation decisions must take full account of the
potential human implications of change. It is crucial
that policy makers arrive at a better understanding
of the linkages explored here between futures trading,
investment in commodity indices and food-price
rises resulting in hunger, and enable regulators to
act accordingly.

Food prices are volatile over time, as different
factors exert powerful influences on production and
consumption. Figure Il (on the next page) highlights
three distinct periods of food-price movement over
recent decades, and associated progress — or lack of
it —in combating malnourishment around the world.

First, from the mid-1970s to the mid-1990s, there
was a period of relatively rapid decline in average
international food prices (shown by the red line in
Figure Il). This period was characterised by consistent
and significant reductions in the proportion of the
world population suffering from malnutrition (even
as that population grew). This reduction, shown in
the first three bars in Figure I, was never less than
0.3 per cent per year on average.

This was followed by, second, a period of
stagnation in prices that lasted into the early part
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Figure Il Food prices and the scale of human hunger since the 1970s
Calculated from average number of undernourished (FAO data), and average world population (data from UN Dept of Economic and Social Affairs)
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of this millennium. This was characterised by relatively
little progress — but progress nonetheless — in reducing
the proportion of the world population in hunger.

This reduction, shown in the fourth and fifth bars,

was around 0.1 per cent each year on average.

Finally, the most recent period has seen a
combination of explosive growth in food prices, and
the first sustained increase (shown in the final bar)
for many years in the proportion of the population
suffering from malnutrition.

As maize prices nearly tripled, rice soared by
170 per cent and wheat climbed by 127 per cent,
food prices between January 2005 and June 2008
reached unprecedented levels, rising by an average
of 83 per cent.?

As aresult, the numbers living in extreme poverty
increased by up to 150 million. The 40 million driven into
actual hunger and deprivation took the global number
of those so afflicted to nearly one billion (963 million).3

As usual, the brunt was borne by people in what
the FAO classifies as the Low Income Food Deficit
Countries (LIFDCs), the poorest and least developed
nations on earth, and rioting broke out in more than
30 countries. Even when times are good, the poor
in such places must spend up to four-fifths of their
income on food.*

Today, less than three years later, a similar picture
is emerging. In February 2011, food prices stood
23 points above the record levels reached in June
2008 (208.3 points compared to 184.7 points on
an FAO index of real prices that take inflation into
account).® According to the World Bank, a further
44 million people since mid-2010 had been forced into
extreme poverty, surviving on the equivalent of just

World Bank President Robert Zoellick

US$1.25 per day.®

Wheat prices were among the fastest moving,
doubling between June 2010 and January 2011 as
droughts hit Russia and China, and Australia suffered
severe flooding.” Maize, sugars and edible oil prices
were also hard hit.

The increases caused shortages in the economically
weakest nations, undermined public budgets in
countries relying heavily on imported food with little
ability to pay more, and prompted others to stockpile
grain and restrict exports.

And once again, there was political turmail, this time
of an altogether different magnitude than that of 2008.

As governments fell in Egypt and Tunisia and street
protests challenged a number of other regimes, World
Bank President Robert Zoellick warned prices were
reaching 'dangerous levels'.®

'Food security is now a global security issue,
he asserted, urging G20 leaders to make the issue
their top priority.®

‘While not the primary cause for the political
instability we see today in the Middle East, rising
prices have nevertheless been an aggravating factor
that could become more serious, he said.

A recent detailed consumer survey of major
emerging economies found that citizens of Brazil and
China spend 15-20 per cent of their income on food;
those of India and Saudi Arabia 20-25 per cent; and
those of Indonesia and Russia 25-35 per cent; but
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The number of countries where rioting broke out as
a result of unprecedented food price rises, 2005-2008

citizens of Egypt, immediately before the overthrow
of President Mubarak, were spending in excess of
40 per cent of their income on food alone.™

A new IMF working paper, meanwhile, based
on data from 120 countries between 1970 and 2007,
concludes that in low-income countries, food-price
rises significantly increase political unrest.

‘In Low Income Countries increases in the
international food prices lead to a significant
deterioration of democratic institutions and a
significant increase in the incidence of anti-government
demonstrations, riots, and civil conflict, the report says.

‘The world's poorest countries that are arguably the
least responsible for changes in the international food
prices are strongest hit... Our empirical results are
broadly consistent with the often made claim by policy
makers and the press that food price increases put at
stake the socio-economic and political stability of the
world’s poorest countries."

Clearly, other factors such as poor governance and
state oppression have roles to play, but just weeks
earlier, the UK government-sponsored report The
Future of Food and Farming by Sir John Beddington
had also emphasised the part food-price rises can play
in provoking unrest. Price volatility ‘risked political and
social instability’, it says.

‘Food production and the food system must
assume a much higher priority in political agendas
across the world.?

When prices rise, it explains: ‘'The main problems
are likely to occur among the urban poor who cannot
grow their own food or do not have access to “wild
food” Failure to address these problems may lead to
social strife and political instability, as seen in 2008."®

In the longer term, says Beddington: ‘To address
the unprecedented challenges that lie ahead the
food system needs to change more radically in the
coming decades than ever before, including during
the Industrial and Green Revolutions.™

One response to growing concern at price volatility has
been to blame speculators. This has prompted strident
denunciations of the way global financial markets
operate, sometimes from figures in authority. In
January 2011, French President Nicolas Sarkozy toured
the World Economic Forum in Davos, drumming up
support for a plan to curb speculation in commodities.™
And Michel Barnier, the European Commissioner
for Internal Market and Services, pledged that Brussels
would impose limits on such speculation.
‘I find speculation in agricultural coommodities

where it exists to be scandalous. Between 2002 and
2008, the number of financial contracts for derivatives
in commodities has tripled. \We are no longer talking
about foodstuffs. Agricultural products are turning into
financial assets, he said.'®

One solution, said Barnier, was for the EU to bolster
powers of regulators to intervene when speculative
positions in derivatives — financial instruments
whose values are tied to a commodity — send grain
or energy prices spiralling up. And indeed the EU
now plans to push traders to disclose their positions
and it is considering imposing ‘position limits' to stop
mega-trades that could upset markets. The US and
UK meanwhile are leading a taskforce to supervise
overthe-counter trading on the commaodity indices.

Establishing ways to limit speculation and panic
buying, as well as setting guidelines for the use of
import and export controls, are also under active
discussion by G20 finance ministers. Zoellick at the
World Bank has floated similar ideas, saying that the
focus of major nations should be ‘not to prosecute
or block markets, but to use them better’."”

In this context, there has occurred a number of
high-profile incidents featuring hedge funds, the
managers of which are the standard villains in many
an analysis of the present financial crisis.

The one most cited, perhaps, was the manoeuvre
by a London hedge fund to take delivery of about
seven per cent of annual worldwide cocoa production
on one day in July 2010, pushing the price to a 33-year
high. ‘Hedge funds accused of gambling with lives of
the poorest as food prices soar, read one newspaper
headline.®

The hedge funds, as might be expected, largely
tell a different story. Aside from some high-profile
events of apparent manipulation, they argue that they
generally make money moving against the market,
buying when it is selling, and vice versa. By following
this type of strategy across multiple markets, they aim
generally to buy low and sell high, and hence make
their profit from the margin.

‘The asset is irrelevant — wheat, copper —it's just
"it" a number on a screen, said one hedge fund
manager contacted by Christian Aid. ‘'Sometimes
we only “hold” for a matter of hours, and we are so
focused on price, that the instant “it” starts getting
unreal [as it rises], we sell!

On this reading, the hedge funds actually act as a
damper on upwardly spiralling markets. When they
sell, there is more of ‘it on the market, and as any
student of basic economics knows, that drives the
price down. Similarly, hedge funds buying in when the
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market is on the way down will limit price falls.

As long ago as 2006 The Wall Street Journal was
asking: ‘So if hedge funds are playing a smaller role in
the market than many assume, who is playing a bigger
part in the surge in many commodity prices?""®

The answer, it said, was: ‘Institutional investors,
such as endowments and pension plans. They were
continuing ‘to increase their allocation to commodities,
helping to push up prices. These investors are seen as
more long-term orientated than hedge funds...’

Another of those early on to accuse institutional
investors of being responsible for distorting food
prices came from within the hedge fund industry
itself, which meant the remarks were not necessarily
given the full weight they deserved.

Michael W Masters of hedge fund Masters Capital
Management told a US Congressional committee
in June 2008: "You have asked the question “Are
institutional investors contributing to food and energy
price inflation?” And my unequivocal answer is "yes'..
Institutional investors are one of, if not the primary,
factors affecting commodities prices today.?°

Chicago was the world’s
first futures and options

a professional philosopher who was tired of being
mocked for his poverty. He decided to use his ability
to read the weather, and bet on his knowledge by
booking up all the olive oil presses in his region way
in advance of the harvest.

The owners of the oil presses were glad to sell him
those rights in exchange for cash upfront. When the
harvest, as he predicted, turned out to be bumper,
Thales resold the rights to use the presses and
became a very rich man.

Weather variables, and their impact on crops, led
to the prevalence of the practice. Imagine that you are
a farmer, producing a single type of food, say wheat,
in a particular area of one country.

Wheat is a suitable crop for the area, but you
realise that if you only grow one thing then you're
exposed to a high risk if things go wrong. One partial
answer would be to grow some other food types
too, but there is nothing as well suited to your area;
and because of the variability of weather conditions
you would still be exposed to a high risk if you grew
different crops all in one place.

Had you the wherewithal, you could reduce your
risk by growing wheat in a number of different areas,
or even in different countries. But then the realisation
dawns that if you could simply find others elsewhere in
a similar position to yourself, you could arrange contracts

exchange, but examples of
futures trading appear as far
back as historical records go

between you so that everyone faced a lower risk.
You could agree, for example, that if the crop in one
area failed then the other producers would make some

To understand the arguments that Masters and many
others have now made, it is worth looking back to
understand how the ‘futures’ markets that are at the
centre of the debate on food prices developed.

The first such market emerged during the 17th
century in Dojima, in Japan, with rice being the
commodity involved.?" More recently, the Chicago
Board of Trade was established in 1848 to bring
order to the Midwest's chaotic grain market. The
Bombay Cotton Trade Association Ltd opened in 1875,
Argentina’s Bolsa de Cereales in 1907 and so on.

Although Chicago was the world's first futures
and options exchange, examples of futures trading
appear as far back as historical records go, and in many
traditions: from market operations described in the
ancient Indian text Kautilya's Arthashastra, to those
that appear in a story in Aristotle’s Politics — both texts
that are thought to date to the fourth century BC.%

The latter relates the tale of Thales the Milesian,

payment to the farmer from that area (which would
be relatively easy, since the other producers would
receive a higher price for their wheat due to the lower
total crop available).

If all crops were successful, the wheat market would
be full and you would all sell your crops (at a somewhat
lower price). The main benefit of the arrangement would
be that, come what may, none of you would receive
nothing —and so you would each have some security.

The arrangement could become somewhat more
effective if it included the ‘other side’ of your market:
the people who rely on wheat to produce other products
that they then sell to others —let’s call them bakers.

The bakers worry each year that they won't be able
to buy enough wheat to make a living by selling bread,
so they have a similar problem to the farmers.

For the bakers' security, they would like to be
sure of being able to buy a minimum amount of
wheat, regardless of how successful the harvest
is. By bringing farmers and bakers together to
agree contracts for the harvest to come, a market
in ‘agricultural futures’ emerges from the desire of
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While the key structural features and trends that affect
wheat production and demand remain important, the
introduction of new influences [big financial players] reduces

their role in determining prices

all those involved to have greater security. This does
not mean, of course, that futures markets have been
purely beneficial, and regulating against manipulation
has been an ongoing requirement to limit abuse and
maintain benefits. Nonetheless, speculation involving
agriculture has long been a valuable source of funds
for the farmer.

Selling ‘futures’ in crops or livestock based on the
price that the commodity in question is expected
to reach in the future provides the regular cash flow
needed to keep farms going.

Over time, such contracts came to be standardised
to allow them to be traded on a market, rather than
requiring a different, specific agreement between
buyer and seller on each occasion.

Now back to you, our farmer. Although the futures
market is not perfect, it does allow your family some
security, and together you are able to save and invest
a little more than before in most years.

In addition, the market allows you to have some
insurance against the risk of bad things happening in
the wheat harvest, and promotes the process of price
discovery, in which a reasonable price is set through
basic supply-and-demand factors related to the market,
thereby supporting better investment decisions.

For example, if people in the market have reason
to believe that the demand for wheat is growing,
prices for next year's harvest should rise. That will give
you an incentive to plant for a bigger crop, but can also
provide you with some money upfront to pay the costs
of doing so. In this way, price discovery can improve the
outcomes for all — you are able to grow and sell more
wheat, and the larger demand for wheat will be satisfied.

Imagine now that there is growing interest in your
futures market. Some big financial players, who are
used to taking decisions with much bigger amounts
of money than the entire wheat market is worth,
suddenly start to take notice of it.

Their interest stems from the fact that their
researchers have discovered that prices in your market
have tended, over time, to move quite independently
of the major macroeconomic markets in which they
normally operate (such as those of currencies and
company shares).

This means that by including your market in their
portfolio of investments, they can obtain a better
risk-return ratio overall; in much the same way, in fact,
that setting up the market originally improved your set
of possible outcomes.

The interest of these big players, however, is not
in price discovery or indeed anything else to do with
wheat, but in having financial positions that will not

Rice is now a financial commodity on world markets

necessarily perform badly when the markets of their
major investments do (because many of the latter tend
to be influenced similarly by major events, such as a
house-price crash in the United States).

But the effect on your market is something like this:
because these big players are so large, financially, in
comparison to the market, any decision they make will
move prices. The big players make decisions about
how much to invest in your market according to events
(and expectations of events) in the multiple, major
markets in which they operate.

As a result, the price of wheat futures almost
inevitably starts to respond to the broader
macroeconomic picture. While the ‘fundamentals’
(the key structural features and trends that affect
wheat production and demand) remain important,
the introduction of new influences reduces their role
in determining prices. The extent to which the market
can therefore be used to provide security may be
weakened by this.

To understand better the evidence for these effects
in the real world, and the potential impact on food
prices and hunger, we need to examine the actual role
of institutional investors and a financial instrument of
relatively recent creation — the commaodity index fund.
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Figure lll Value of a commodity index since the 1950s%
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While trading in futures with regard to specific
commodities has been around for centuries, 20 years
ago things took a new turn.

That was when investment bankers Goldman
Sachs launched in 1991 the world’s leading commodity
index open to direct investment: the Goldman Sachs
Commodity Index, or GSCI.»®

Having selected 18 commodities including cattle,
coffee, cocoa, corn, pigs and wheat, as well as
non-agricultural commodities such as oil and copper,
they took the market value of each and gave it an
investment value arrived at by a mathematical formula.

The index was then opened to trading, with the
invitation to invest in this ‘bundle’ of commodities,
rather than commodities individually. The hope was
that those commodities that went down on the open
market would be counterbalanced by those going up,
and that overall, the value of the bundle as a whole
would continue to rise. So far, it has not disappointed.

Goldman Sachs advertised the index as an ‘ideal
mechanism’ for hedging against adverse movements
in other financial markets such as shares or currencies.

Hedging involves investing into one market in
an attempt to offset exposure to price changes or
fluctuations in other markets where you have also
invested, with the aim of minimising your overall risk. It is
normally done by buying a ‘derivative’ — a piece of paper
representing the value of an asset such as wheat or oil.
In the case of commodities indices, investors receive a
piece of paper representing the value of the index.

In addition to this "diversification’ strategy, the
second key reason for institutional investors to
consider such commodity indices is the ‘China bet’.
This is the view that investors can benefit from a long-
term upward trend in food prices, which is thought
likely to result from the consumption patterns of the
emergence of a growing middle class in countries
such as China and India.
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Since the GSCI was launched, other indices have
appeared such as the Dow Jones-AlG Index and the
Rogers International Commodities Index.

Over time, the inclusion of agriculture in these
indices took on a particular appeal. Price fluctuations
meant that, by themselves, oil and metals were no
longer perceived as safe havens, while the one-time
darlings of the investment world, the dotcoms, went
bust at the end of the 1990s. Agriculture relates to
food though, and we all need to eat all of the time.

However, the setting up of a commodity index
meant that the connection between its investors
and a specific commodity was broken, or at least
weakened. In addition, it has become apparent that
given the huge sums of money people are prepared to
invest, the existence of the index itself can influence
the open-market value of the commodities it features.

Following the deregulation in the US of trading on
such commodity indices under the US Commodity
Futures Modernization Act of 2000, they began to
attract an influx of non-traditional investors, such as
pension funds and managed investment funds.

These big players were not interested per se in
trading in wheat or pork bellies. VWhat they wanted was
a safe place for their money to grow at a time when the
old favourites were no longer delivering. The commodity
indices offered a good long-term prospect.

Effectively, investors were moving out of shares
in listed companies and taking macroeconomic
positions. Instead of betting on how a specific
business would perform, they were betting on how
the price of the commaodities would perform globally,
in the face of — for example — growing demand from
emerging economies such as China.

The sums of money that started flooding into these
new indices were significant. The US regulator of
commodity trading, the Commodity Futures Trading
Commission (CFTC), reported that the total value of the
institutional investors’ plunge increased from an estimated
US$15bn in 2003 to at least US$317bn in mid-2008. %
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Combined value of the world’s 13 largest pension markets — by comparison,
the combined GDP of the US and China, according to the IME is about US$24.6tn

And a study by Lehman Brothers before it went
bankrupt revealed that the volume of index-fund
speculation increased by 1,900 per cent between
2003 and March 2008.%”

This reflects the scale of the involvement of
institutional investors. Take pension funds: according
to the most recent survey by risk-management insurers
Towers Watson, pension-fund deficits, which have
plagued final-salary occupational schemes around the
world, narrowed last year as assets in the 13 largest
pension markets hit a record high of US$26.5tn.?

This figure dwarfs the US$3.5tn amassed by
sovereign wealth funds around the world, and the
US$2.5tn of foreign debt owned by the Chinese
government. And it has to have somewhere to go.?°

For although global pension funds might be in
overall deficit — that is, they are not currently holding
enough money to pay out all they are contracted to at
some future date — the money they have now has to
be invested and grown to help go towards closing that
deficit. Since 2000, the year the commodity indices
really took off, global pension fund assets have grown
66 per cent.®

Figure lll (p15) shows the evolution over time of
values of the Continuous Commodity Index, which has
been constructed back to the 1950s (although not then
open to investors) to show a broader sweep of history.

As the figure shows, there is little variation in the
early period. Following the oil-price shocks there are
very sharp rises in the early and late 1970s, and then a
downward trend through to the end of the century. But
from 2002 to 2008, the index triples in value (as it had
done, albeit over a longer period, during the 1970s). After
a sharp fall with the onset of the crisis during the second
half of 2008 — as explained in the Christian Aid report The
Morning After the Night Before, when credit suddenly
dried up — the index has since resumed its steep climb.

The period since the liberalisation of the US
Commodity Futures Modernization Act of 2000
appears to have been marked by a quite different and
more pronounced trajectory. It would be startling
indeed if the volume of financial flows to commodity
markets had not had real impact; and yet the extent
of this remains in dispute. Below we explore some
of the key claims that have been made.

Figure IV (below) uses data from Michael Masters

to show the dramatic growth in commodity index
investment. By 2009, the US Senate Permanent
Subcommittee on Investigations had concluded that
the scale of the index investment flow was distorting
prices of food commmodities, and it specified wheat
as an example.®

Figure IV Development of commodity index-fund investment®?
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One view of what was happening is given by
Professor Christopher Gilbert, the Academic Director
of the Doctoral Programme in Economics and
Management at the University of Trento, Italy: ‘It was
a financialisation of the market. Institutions were
investing in commodities to take a position in projected
growth, mainly in China. That is a macro-economic
investment intruding itself into a commodity market.

Gilbert, who has advised both the UK government
and FAO on food-price volatility, points out that it is
important to note the difference between investment
in commodities futures, on the one hand, and
investment in commodity index funds on the other.
Commodities futures are standard contracts, are traded
on exchanges, and are regulated in the US by CFTC
and in the UK by the Financial Services Authority (FSA).

Investment in a commodities index fund, however,
is mostly done ‘over the counter’, or OTC, where
contracts are not standardised and trades are largely
unregulated. Institutional investors playing the
indices, such as pension funds, will typically enter into
agreements with wealth-fund managers or investment
banks to make their investment for them in return for
an annual management fee.

At this point, Gilbert says there are two important
factors to bear in mind: investment in an index is an
investment in a ‘basket’ of commodity futures. It's

The increase in the volume of index-fund
speculation from 2003-2008

not just agricultural commodities; they make up just
12.2 per cent of the value of the GSCI, for instance, with
oil and copper among other commodities in there.

In addition, the fund manager doing the investing
for the institution will also have taken a ‘long’ position,
not in the index, but in ‘futures’ of each of the specific
commodities it includes, to offset against the risk of
the index falling.

A 'long’ position is a standard investment, which is
to say that if the value of the commodity rises then an
investor with a long position will benefit — just as if you
owned a share in a company, you are said to be ‘long’
in that company.

The more investors buy of the index fund, the
bigger the long position the fund manager will want
to take in the underlying commodity futures, in order
to protect themselves in case prices rise and they
owe the index-fund investors a higher return. It is
this underlying investment in the commodity futures
themselves that is now seen as distorting food prices.

Professor Gilbert says: ‘The structure of commodity
index funds means that index-fund managers buy at
any price [when investors are purchasing the units of
the index fund] and keep buying at any price [so long
as investors keep buying into the fund]!

This scenario, in which investment money has
poured in, irrespective of how the market is responding

FigureV The rise (and fall) of OTC in equity-based and commodity-based derivatives®
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Figure VI Commodity index-fund investment in food futures®®
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to various factors, thereby undermining true ‘price
discovery’, is borne out by a report from the Bank of
Japan in March 2011 on commodity price surges.=®

‘While the strong increase in commodity prices has
been driven by global economic growth propelled by
emerging economies, speculative investment flows
into commodity markets have amplified the intensity
of the price surge, it said.

The alternative — for the fund manager to continue
selling the index to institutional investors, but to refuse
to buy further into the underlying commodities —
would be for the fund manager effectively to take on
a major bet against further rises in commodity prices.
Given that the index is structured to more or less
guarantee the fund manager a profit in commissions,
there is no obvious need to take such a risk.

Over the last decade, from the introduction of the
Commodity Futures Modernization Act 2000 to the
financial crisis, the continual growth of institutional
investor interest in commodity indices contributed to
a growing ‘long’ position from fund managers — thus
keeping prices higher than they would have been,
both in the indices and in the individual commodities
themselves.® It is important to point out that such
a pattern is not necessarily inevitable; but it has been
the case in the last decade.

In the wake of the 2008 price spike, the UN appointed
a Special Rapporteur on the Right to Food, Olivier De
Schutter. One of his tasks was to examine the impact
of speculation on the prices of basic food commodities.

He concluded: ‘The global food price crisis that
occurred between 2007 and 2008, and which affects
many developing countries to this day, had a number
of causes...there is a reason to believe that a significant
role was played by the entry into markets for derivatives
based on food commodities of large, powerful
institutional investors such as...pension funds and
investment banks, all of which are generally unconcerned
with agricultural market fundamentals. Such entry was
made possible because of deregulation in important

commodity derivatives markets beginning in 2000.3
Since his report, a whole raft of government and
non-governmental bodies, academics and economists
have turned their attention to food prices. The broad
conclusion is that although other factors, as outlined
elsewhere in this report, are at work, investment has

a significant impact on food prices.

To see the scale of the change more clearly,
consider Figure V (p17). This shows the extent to which
trade in OTC equity-based and commodity-based
derivatives grew in the last decade. The spike in
commodity-based derivatives is especially striking.
Note too that OTC trading in both sets of derivatives
remained — even after the crisis — well above the
average for 1998-2004.

Figure VI (above) shows the detailed market
data collected by US regulators on the scale of food
commodity-futures positions specifically due to
commodity index-fund investment. It demonstrates
how index investment in food rebounded after the
onset of the crisis and has surpassed its 2008 peak.

Figure VI also shows the extent of correlation
between index-fund related investment in food futures
and international food prices, and demonstrates clearly
why so many commentators started to focus on the
relationship between the two.

In fact, the correlation during this period is 0.89,
or, in other words, 89 per cent of the variation in food
prices and in commodity index investment in food
commodities is commmon variation — so they move
closely together, as shown.

Note that this does not show a comovement of food
prices with an index that includes existing food prices.

Instead, it shows correlation between current
food prices and investment in the future price of food,
indicating that when there is greater investment in food
futures, the price for food paid by people today is higher.

But correlation is not causation: just because two
things move together does not necessarily imply that
one is causing the other. And, of course, commodity
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index investment would be likely to respond to
changes in food prices, as investors look to benefit
from a perceived trend.

An important working paper published in 2010
by the OECD highlights this issue. After considering
the range of academic work in the area, its authors
conclude that while some studies found evidence
that commodity index funds had affected commodity-
futures prices, a number of other studies found little
evidence' of a relationship between the two.*°

Using data from 2006 to 2009, they conclude that
index trading was not responsible, to a statistically
significant degree, for the 2008 bubble in food
futures prices.

The OECD authors are very clear, however, that
‘the increased participation of index-fund investments
in commodity markets represents a significant
structural change!

It is the impact of this structural change that
merits closer attention. For the effects of increased
investment in the commodity indices, which in turn
influences the futures market, would have been
making itself felt long before matters came to the boil
in 2008 - specifically in relation to price discovery.

Price discovery is the process by which markets —
in theory at least — absorb all the available information
about a product so that at any moment in time the
market price effectively reflects that information,
giving appropriate signals and incentives about the
value of a product to producers and consumers.

At one time, price discovery would have relied
upon fundamentals such as harvests, the speed with
which a product could reach market, and the price
a buyer is prepared to pay.

At present, however, on traditional commodity
exchanges as well as commodity indices, the
significance of such fundamentals is greatly reduced.
Investors are driven primarily not by specific
observations or expectations about food markets
but by their desire to hedge their other investments,
in stocks and bonds for instance.

They might also take into account broader concerns
such as the ‘China bet’ in which they hope that the
growing middle class in developing countries will
consume more and push prices up.

As aresult, price discovery in a market such as
wheat can be distorted by macroeconomic movements
elsewhere, and so the prices that emerge will not
necessarily provide appropriate signals or incentives for
producers to invest. And it is that lack of investment in
food production itself that drives up prices.

To give a simple example, if the price of cucumbers

Inefficient food production

is damaging at the best of
times, but with the environment
close to overload, in terms of our
demands upon it, the end result
will be that not enough food is
produced to feed us all

rises to great heights, it may appear sensible to
invest in cucumber production, even up to the point
of planting in desert locations. Producing cucumbers
under these conditions would be extraordinarily
expensive, but if the futures market indicates that
prices will be high enough, then the investment may
be appealing nonetheless.

Now, if those prices reflect genuine demand, this
may in fact be an appropriate investment —that is,
it may be globally efficient, in terms of meeting human
needs, to grow those cucumbers in the desert.

On the other hand, if those future prices reflect
other, unrelated factors — for example, loose monetary
policy in the United States that means investors
have more money to allocate and choose to place a
proportion of it in commodity index funds — then the
investment decision will not be driven by food-market
fundamentals, and planting those cucumbers in the
desert will almost certainly be inefficient.

Under such circumstances, it would have been better
either to invest in a different type of food production,
or not to invest in it at all. The result is too much
cucumber production, or too little production of more
important food types, or both.

If institutional investment in commodity index funds
undermines the process of price discovery in food
markets, the signals to producers will be less clear,
and will give less useful guidance for investment.

As described, this will threaten the efficiency of food
production, which in the immediate period implies

a risk that the world pays more for its food than
necessary, with human costs for those least able to pay.

Inefficient food production is potentially damaging
at the best of times. With the environment close to
reaching overload, however, in terms of our demands
upon it, the end result of inefficient food production
will be that not enough food is produced to feed us all.

In economic theory, of course, the price would
rise so high that producers would be galvanised into
producing more. In a scenario in which large numbers
of people have zero purchasing power, however,
the fact that demand for food will be unmet will
not necessarily produce the price and investment
response that theory would predict.

In addition, there may come a point when,
regardless of the environmental costs that we are
willing to impose in order to increase food production,
such a course may simply no longer be possible
because of the damage already done to the planet.

Figure VIl (on the next page), from research
published by the St Louis branch of the Federal
Reserve Bank, shows the pattern of correlations
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Figure VIl Rolling correlation coefficient between daily equity and commodity returns*
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between returns on a ‘standard’ investment
opportunity (equity, that is shares in listed companies),
and returns on a commodity index.

Where this is close to zero, there is little common
movement between shares and commodities — that
is when share prices fall, commodity values are
unlikely to do the same, making them a useful hedge.
When the correlation is negative, commodity values
would move in the opposite direction from equity
prices — so that if the latter fall, commodities would
tend to rise, making them an even better hedge.

As Figure VIl shows, for most of the decade before
the financial crisis the correlation was either negative
or very close to zero, meaning that commodities were
a good hedge for equity investors — they tended to
keep their value, or gain, when equities suffered falls.

It is only in the last two years of the graph that the
correlation reaches (and exceeds) 0.4, implying that
commodities began to move in the same direction as
equities — so that for most of the last 30 years it seems
that commodity investment would have offered a
useful hedge.

As the authors note though, ‘portfolios that included
commodity derivatives to hedge equity risk did very
badly over the last two years studied’ — so the hedge
was useful for investors until the point when it was most
critically needed. When the crisis hit, in fact, not only did
equities suffer sharp falls but so too did commodities.

Economists Wei Xiong, from Princeton, and Ke Tang,
from the Renmin University of China, have analysed the
correlation of different commodity prices to understand
better what was actually happening in this period.

They found ‘that futures prices of non-energy
commodities became increasingly correlated with
oil after 2004. In particular, this trend was significantly
more pronounced for indexed commodities than for
those off the indices..."

They added: ‘Our analysis highlights that the
increase in the correlations between the returns of
different commodity futures started long before the
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crisis and cannot be simply attributed to the crisis.
Instead, we identify the role of index investors in
linking different commodities markets with each
other and with outside financial markets.'#'

In other words, the entrance of index investors had
made non-oil commodities increasingly correlated with
each other and with oil and so less useful in hedging.
This has two main implications. First, and of most
concern from a development perspective, is that food
prices are likely to have been driven up by investors’
expectations of higher oil prices.

Investors would turn to a commodity index fund
to take advantage of the manner in which an oil price
rise would drive up overall value. But they would also
be turning to the fund to diversify, thereby protecting
themselves should the anticipated oil price rise not
materialise. Because purchases on a commodity index
fund lead to purchases in the underlying commodities
futures, this is likely to push up food prices above and
beyond any impact of oil prices on food production costs.

Secondly, the increased correlations of other
commodities with oil have undermined the raison
d’étre of the index funds that initially were supposed
to offer an alternative path to investment.

In addition to undermining the process of price
discovery, which allows producers to respond
effectively, and potentially driving higher prices
compared to the scenario of no index investment, this
also raises a problem in that the benefits to investors
of index investment become increasingly unclear.

Billionaire global investor and philanthropist
George Soros told a US Senate committee that
institutional investors were distorting the market by
investing in commodity indices. He said investing in
these indices was based on a ‘'misconception’ and
was ‘intellectually unsound, potentially destabilising
and distinctly harmful in its economic consequences.
When the idea was first promoted there was a
rationale for it, but the field got crowded and that profit
opportunity [has] disappeared, he added.*?
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The fundamental structure of global financial markets
appears to be little different from before the food prices

Soros was making the point that the more
institutional investors piled into commodities, the
more closely their movements reflected the broader
trends that drive all the other markets in which those
investors operate — so the less effective a hedge
the commodity investments became. The same
change in price determination that causes problems
for producers and users of the commodities also
threatens the benefits to investors.

Confirming the trend, the Bank of Japan reported:
‘The dynamics of global commodity prices has been
changing as well, in accordance with the growing
presence of financial investors in commodity markets.
The entry of new financial investors has paved
the way for the “financialization of commodities”
Consequently, global commodity markets have
become more sensitive to portfolio rebalancing by
financial investors, which has made commodity
markets more correlated with other asset markets,
including major equity markets.*

There are, ultimately, two key issues for food
markets to arise from the involvement of institutional
investors through commodity index funds:

what have the effects been on the process
of price discovery?

what have the benefits been for investors;
and given these, what is likely to follow?

In answer to the first, it is clear that further analysis
is needed before we will be able fully to understand
the nature and power of the structural change in
commodity markets that followed their liberalisation
to institutional index investors.

In the immediate term, the biggest problem with
the continuing growth of commodity index investment
seems to be that it has supported not only more
complex price determination, but specifically, for
the moment at least, price rises.

Institutional investors found in the commodity
indices a place to park their money that so far has
always delivered a return. Clearly the value of an
index can fall — but that has yet to happen for any
sustained period. In the meantime, constantly
climbing food prices have meant a greater proportion
of the world's population going hungry.

In his study of the 2008 price spike, Gilbert says,
'Futures markets factors appear to have amplified
fundamentally based price movements over the recent
boom... However, speculation does not appear directly
to be the main cause. Index-based investment appears
more likely to be the major culprit. This tallies with the

crisis of 2007-2008, the lessons of which we have failed to learn

Olivier De Schutter, UN Special Rapporteur on the Right to Food

views of George Soros and Michael Masters.*

As De Schutter has highlighted: ‘'The fundamental
structure of global financial markets appears to be little
different from before the food prices crisis of 2007-
2008, the lessons of which we have failed to learn.

‘It is crucial that we do so, because we once
again find ourselves in a situation where basic food
commodities are undergoing supply shocks.*®

According to the US Senate’s Permanent Sub
Committee on Investigations, the enacting of

the Commodity Futures Modernization Act 2000
allowed US banks, broker-dealers, and other financial
institutions to develop, market, and trade a variety of
unregulated financial products.

This, the committee said in a report this year into
the financial crisis, paved the way over the course of
the following decade for a relatively small number of
US banks and broker-dealers to become giant financial
conglomerates involved in collecting deposits;
financing loans; trading equities and commodities;
and issuing, underwriting, and marketing billions of
dollars in stock, debt instruments, insurance policies,
and derivatives.

‘By 2005, as US financial institutions reached
unprecedented size and made increasing use of
complex, high-risk financial products, government
oversight and regulation was increasingly incoherent
and misguided, said the report.

Now the world is moving, however, to address
the issue of the impact of markets on food prices.

In November 2010, the International Organization

of Securities Commissions formed a task force to
supervise the OTC derivatives markets, which is being
led by the US Securities and Exchange Commission
and CFTC, and the UK's FSA.

For policy makers, the greater transparency around
OTC derivatives that has been pursued since the crisis
is an absolute minimum, given the scale of these
markets and the potential impact. Anything with such
potential to cause human damage should at least be
closely monitored.

No one set out with the intention of exacerbating
global hunger, but it is clear that further research is
needed on the role of the markets.

Increasingly, the weight of evidence tends to
support the view that rising food prices and the
associated human suffering have been the unintended
consequences of the financialisation’ of food.
Questions have been raised as to whether, or to what
extent, investors’ activity in commodity derivative
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Goldman Sachs’ estimated 2009 profits from

its commodity index fund

markets should be curtailed. The evidence is not
supportive of shutting down such markets due to the
inevitable distortions and disruption this would entail.*¢

However, it was the opening up of commodity
indices in the first place, compounded by the
liberalisation introduced by the US Commodity Futures
Modernization Act 2000, which opened the floodgates
for money to flow into the market, and appears to
have had profound consequences for people living
in poverty around the world.

The key lesson to be learned from this is that
when markets have implications for human nutrition
and even survival, the introduction of major changes
should be thoroughly scrutinised in advance to assess
the risks entailed.

In an era of globalised markets and interconnected
economies, where the present financial crisis teaches
us that regulatory oversights or failure can have grave
international effects, it is unacceptable that dramatic
changes such as those allowed by the US Commodity
Futures Modernization Act 2000 could be rushed
through as a 262-page rider to an 11,000-page report.
With many of the commodities involved relating
directly to human nourishment, far greater attention
should have been paid to its likely consequences.

The scant notice the Act received was commented
on recently by the Sunlight Foundation in the US, which
campaigns for greater transparency in government.

‘In the waning days of the 106th Congress and
the Clinton administration, Congress metin a
lame-duck session to complete work on a variety
of appropriations bills that were not passed prior
to the 2000 election,’ it said on its blog.

‘There were other, unmet pet priorities of
some lawmakers that were under consideration
as well. One of those pet priorities was a 262-
page deregulatory bill, the Commodity Futures
Modernization Act 2000. Tucked into a bloated
11,000-page conference report as a rider, with little
consideration and no time for review, this bill would
be viewed only eight years later as part of the failure
of our political system abetting a financial storm that
brought the world to its knees.#’

At present, the upward spiral of the market that it
helped trigger shows no sign of abating. To the extent
that ‘long’ food commodity positions are a bet on
the growth of consumption among emerging middle
classes in growing developing countries such as
China, nor will it any time soon.

It has been argued that US and global monetary

conditions have also been important contributors to
the upward trend. Specifically, loose US monetary
policy in the early part of the millennium, and the
subsequent injections of large amounts of cash into
the economy through quantitative easing, is said

to have created money that needed a home — which
investors found in commodities.

A recent paper by IMF researchers appeared to bear
this out, confirming earlier findings that ‘global liquidity
had a minimal impact on oil prices [but] we found it to
be a more useful predictor of a broad-based commodity
price index".*¢ ('Global liquidity’ is used as a rough
measure of the amount of money floating around,
typically thought of as reflecting the speed or ease with
which a given asset can be swapped for cash.)

To the extent that commodity prices have come
to be driven by these global financial factors, there is
the potential for quite a sharp reversal of institutional
investor positions in these markets.

That is to say, as the world economy continues its
recovery and we see the end of quantitative easing,
and a general reduction in the extent to which central
banks are pumping money into the economy, the
conditions that supported higher commodity prices
may well reverse and institutional investors will have
less cash to allocate.

In addition, as we have shown above, commodities
are now correlated with other assets, reducing their
attraction as ‘hedges’ against risk in other investments.
As a result, investors might start reducing this element
of their overall portfolios.

As this report goes to press (in early May 2011),
the first signs have become apparent of a possible
bursting of the broad commodities bubble, with
some US$99bn of market value wiped out in a
matter of days. The losses were largely in non-
food commodities, oil and silver in particular; but it
remained to be seen whether the markets stabilised
or losses spread to other commodities, fuelled by
the index links discussed here.*

A reduction in the amount of investors’ money for
whatever reason could have a powerful effect on food
prices, regardless of there being no change in the
fundamentals such as the supply and demand of the
commodities themselves.

Once again, this would create winners and losers,
but would certainly not support long-term investment in
agricultural production to overcome problems of human
hunger. The price of food might fall, to the short-term
benefit of consumers at least, but the producers —
those who have invested in production — would suffer,
with uncertain implications for future food production.
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In terms of blame for

the situation that has
developed, policy makers are
at least guilty of oversight
that with hindsight can be
considered reckless

In time, food commodity markets are likely to settle
down to establish new and potentially less volatile price-
determination patterns, where the role of fundamentals
is reasserted. Greater transparency will be important to
that process, and to preventing abuses.

But in the aftermath of the food-price spikes of 2008
and today, it is important that future national regulatory
changes, above all in large financial markets, are subject
to scrutiny that effectively weighs the likely wider
implications for food prices in particular and human
development and poverty eradication more generally.

In terms of blame for the situation that has
developed, policy makers are at least guilty of
oversight that with hindsight can be considered
reckless. As stated, it was the deregulation of the
commodities investment that precipitated the arrival
of huge amounts of money into the markets.

The hedge funds, with the exception of specific
cases of manipulation, do not appear to be hugely
culpable. And the important contributory role of the
institutional investors has been an unwitting one.

The investment banks that created the coommodity
indices in the first place, however, can hardly be
considered blameless. These organisations not only
created the indices and led the marketing that drove
the enormous growth in food commodity trade that
has been documented here, but were also the prime
beneficiaries of the entire process.

The World Development Movement (WDM),

a partner of Christian Aid, last year calculated Goldman
Sachs had made US$1bn in 2009 alone from its
commodity index fund.®® In March this year, WDM
returned to the issue with a new report that said the
index run in the UK by Barclays Capital, the investment
banking arm of Barclays Bank, made as much as
£340m a year from the food commmodity side of

the fund it runs.®

The clearer the evidence becomes for real-world
costs of the financial engineering that generates such
profits for the middlemen, the more questions must
be raised about whether the underlying business
model is anything but irresponsible.

A trader signals orders in the corn options pit at the Chicago Board of Trade. Trading in food commodities is now thought
to play a key role in price rises globally, which put the price of food beyond the reach of the world’s poor
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The relationship between war and hunger is as old

as humankind itself — two of the four horsemen of the
Apocalypse, showing just how deeply the symbiosis
is embedded into our collective psyche.

War causes hunger, and hunger causes war. Even
now, in a world more conscious, and in parts more
concerned than it has ever been, about global human
suffering, that remorseless logic holds true.

Today, of course, it is no longer just a question of
a vanguishing army laying waste to the land to starve
people into submission — although that still happens.

There are numerous ways in which violent conflict
causes hunger, while the role that empty stomachs
play in persuading people to take up arms is a factor in
many conflicts.

At a time when member states of the United
Nations, which is all of us bar Kosovo, Taiwan and the
Vatican See, are committed to halving world hunger
in the next three years, conflict stands as one of the
more intractable reasons for its continued existence.

Some 40 per cent of the world's hungry, or
undernourished, live in just two countries, China and
India, which despite facing regional insurgencies, and
in India’s case in particular, communal tensions, can
hardly be said to be conflict-ridden.’

Another 20 per cent, however — 166 million people

—live in places said to be in ‘protracted crisis’ by the UN.

The number of countries
affected by ‘protracted crises’

UN agencies the FAO and the World Food
Programme (WFP) use this term to cover natural
disasters, as well as war and other ‘'human-induced
catastrophes’.?

Their list of 22 countries so affected (see map
below), however, shows that with the exception of
Haiti and North Korea, all are either engaged in conflict
of varying intensity at present, or have been recently.

The list does not tell the full global story of who
is hungry because of conflict. Not every country
engaged in strife, either within or beyond its borders,
is included, only those where the food problems are
most severe.

Hence Colombia is absent, and Burma too, the
latter having apparently successfully fulfilled its target
for cutting hunger under the Millennium Development
Goals (MDGs). Yemen doesn't feature either, although
when UNICEF gained rare access to a northern
province during a fragile truce between army and
rebels in 2010, 26,000 children were found to have
acute malnutrition.®

Nor is the impact included of more recent events
such as the fighting in Libya, where within days of
hostilities breaking out, the WFP had moved in more
than 1,500 tonnes of food supplies and placed another
6,000 tonnes on standby.*

In the case of many of the countries named — all bar

The 22 countries affected by protracted crises, according to the UN
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five of which are in Africa —it is clear too that conflict
is not the sole reason for food shortages.

In Afghanistan, opium production is also a factor,
while inTajikistan, cotton, or ‘white gold’, is the main
crop. In many African countries, meanwhile, unfair
and damaging economic systems imposed by rich
countries and the international financial institutions
they control as a condition of trade and aid must also
take some of the blame.

But the correlation between hunger and conflict
nonetheless stands as marked as it has ever been,
with most wars of the late 20th century and early
21st century being ‘food wars' according to the
IFPRI. 'Food is used as a weapon, food systems are
destroyed in the course of conflict, and food insecurity
persists as a legacy of conflict, it says.®

Food insecurity, it adds, whether in the form of
actual shortages, a lack of access to food, malnutrition,
or some combination of the three, ‘can also be a
source of conflict’.

In a paper for the IFPRI on breaking the links
between conflict and hunger in Africa, authors Ellen
Messer and Marc Cohen call on policy makers to devote
more attention to low-intensity and local conflicts.

They explain: ‘These struggles, often over access
to agricultural resources, can establish pockets of
discontent, reduce food production significantly and
flare up into greater conflicts.®

A recent study by the UN'’s Internal Displacement
Monitoring Centre and the Norwegian Refugee
Council shows just how high the human cost can be.

The study revealed that in 2010 some 275 million
people were displaced within their own countries by
armed conflict, generalised violence and human-rights
violations, the highest number in a decade.’

As has been the case in conflicts since time
immemorial, targeting crops to drive people from their
homes was a feature in a number of cases.

‘In some countries, parties to conflict or perpetrators
of violence often acted to ensure that people displaced
from the land could not return, for example, by
destroying their houses and crops, said the study.

'Elsewhere, such destruction was intended to
weaken insurgency movements by undermining
supposed civilian support bases. Thus in Myanmar
[Burma] and Pakistan the burning of houses and
crops has been used to punish civilians suspected of
collaborating with insurgent groups..."®

Gaining control of land resources for the income
they provided was a feature of conflicts in DRC,

Kenya and Somalia, while in Colombia, ‘populations
continued to be displaced... by armed groups acting

in collusion with economic interests seeking to grab
their land and use it to cultivate cash crops including
palm oil and coca!

Conflict has the potential to disrupt virtually
every aspect of agricultural production, preventing
planting, weeding or harvesting, either because it
is too dangerous or because there is a shortage of
able bodies, due to people having fled, been killed,
or, particularly but not exclusively in the case of men,
recruited into armies and militias.®

People will also go hungry when soldiers extort
food, or destroy produce and livestock, either as an act
of aggression, or to stop it falling into enemy hands.
The loss of livestock will affect children directly, as there
will be no milk, but will also see the destruction of a
family’s traditional cash reserves — for in many places
cattle and other livestock are sold when times are hard.

In addition, transport to market may be impossible,
and the markets themselves disrupted. Lack of safety
and, eventually, the deterioration of roads, will deter
many traders, who before making the journey will
want to ensure their own security, and that of their
vehicles and goods, as well as being assured of profits
and customers.

The impact of conflict on food security goes far
beyond the battle front, as the FAO warned in a 2005
report about the rising number of food emergencies
where conflict was cited as the main cause.™

‘The existence of armed conflict can dramatically
slow a country’s development process, especially in
low-income countries. It combines local and national
impact, affecting agricultural production as well as the
social, economic and physical infrastructure, it said.

‘The impact of armed conflict is not limited to
the conflict area. It diverts resources from national
development programmes and weakens government
capacity, indirectly affecting the provision of services
to the whole population.

‘It usually affects the neighbouring countries due
to the influx of refugees and its consequences, the
increase of military expenditure and the impact on the
regional economy.

‘Neither is the impact limited to the duration of the
conflict itself. Economic and social costs of armed
conflict, such as high military expenditure, capital
flight, heightened mortality and morbidity rates, or
consequences of disability at household, community
and national levels persist for years!

Conflict, it concluded, could be considered as
one of the most significant obstacles to sustainable
development ‘as it can destroy in hours and days what
has taken years and decades to develop'.
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People displaced within countries by armed conflict,
generalised violence and human-rights violations

In the US, the World Hunger Education Service,
in highlighting the long-term impact of conflict on food
security, also points out that years of warfare leaves
younger generations unprepared for anything other
than fighting.

When peace finally arrives, rebuilding communities,
reconstructing waterworks, replanting trees, building
up seeds, livestock and tools to restore livelihoods, and
learning to trust again are all formidable challenges.

‘None of these are quick turnarounds, and all
contribute to continuing underproduction, poverty,
malnutrition and the risk of renewed violence, it says.”

The part hunger can play in causing conflict is also
well documented. As mentioned in the first chapter of
this report (see p9), the IMF says that after considering
data from 120 countries between 1970 and 2007,
it concluded that in low-income countries, food-price
rises significantly increase political unrest.

That is not to say, however, that bad political
leadership and poor governance do not in many cases
have a significant role to play.

Now a further spectre has arisen to exacerbate the
relationship between war and hunger — the impact
of climate change. In the US, the Central Intelligence
Agency (CIA) has opened a Center on Climate Change
and National Security to look at the security impact of
phenomena such as desertification, rising sea levels,
population shifts, and heightened competition for
natural resources.'

The move followed a report from the National
Intelligence Council that warned: ‘Perceptions of a

rapidly changing environment may cause nations to
take unilateral actions to secure resources, territory,
and other interests.

‘In the worst case, this could result in interstate
conflicts if government leaders deem assured access
to energy resources, for example, to be essential for
maintaining domestic stability and the survival of their
regime!™

To some extent these warnings can be seen as
very much the product of a military/security mindset.
However, there is no doubt that as climate change
worsens, intense efforts will be needed to ensure
disagreements over natural resources are resolved
peacefully.

The following case histories featuring countries
where Christian Aid works through partner organisations
to help alleviate poverty illustrate the impact of different
types of conflict.

The inhabitants of Gaza have been living under a
virtual siege since Israel intensified a blockade in 2007
Today 80 per cent of the population need food aid.

It is more than 30 years since there was peace in
Afghanistan, during which time an array of different
forces have been at war with each other. Its diverse
terrain allows for many different crops, and it was once
renowned for its fruit exports. Today, however, more than
half of children under the age of five are malnourished.™

And in central and eastern Africa, the activities of
just one group of fighters has forced many thousands
to flee their homes and farms, with the impact now felt
in four countries.

Keeping children well-fed and healthy in a camp inThailand for refugees from Burma
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Case study

Central and Eastern Africa
The Lord’s Resistance Army

2008-2010
Sudan

Central
African
Republic

of Congo

Maniema /
South Kivu

Area where Lord’s Resistance
Army committed attacks

Lord’s Resistance Army attacks Source: Reliefweb 2010

t began in the mid-1980s as a

ragtaggle group from northern

Uganda'’s Acholi tribe following

a self-styled mystic and medium,
Alice Auma, who claimed to be
possessed of the spirit of a dead
Italian officer called Lakwena.'

Today, the Lord'’s Resistance Army
(LRA) is a highly mobile force with a
reputation for butchery that strikes fear
across vast swathes of territory in four
countries of central and east Africa.

In 1986, Yoweri Museveni's
National Resistance Army had just
seized power in Uganda when it was
challenged by an insurgent group
of former Ugandan government
soldiers that enjoyed widespread
Acholi support.

When the insurgents were beaten,
Alice and her followers took their
place, advancing to within 80 miles
of Kampala before it became clear
to her devotees that the immunity
she promised from bullets didn’t
actually work.

Alice fled, later dying in a refugee
camp in neighbouring Kenya, but
her quasi-revolutionary movement,
now called the LRA, lives on, led by a

messianic commander called Joseph
Kony, reputedly her cousin, who is
wanted by the International Criminal
Court (ICC).2

During the fighting in Uganda that
lasted decades, more than 10,000
people were slaughtered, one million
plus displaced, and an estimated
60,000 children abducted.®

Largely driven from the country in
recent years, the LRA has now spread
its activities to the neighbouring
states of Democratic Republic of
Congo (DRC), Sudan and the Central
African Republic (CAR), its goals
unclear, its strength unknown —
estimates vary from several hundred
to several thousand — and its taste for
grotesque violence unrelenting.

Over the years, various attempts
have been made to end its reign of
terror once and for all, the most recent
being a Ugandan army offensive into
northeastern DRC in 2008.*

This served only to goad Kony’s
fighters, many of them reputedly
child soldiers, to disperse into smaller
groups, which then embarked on a
series of retaliatory mass rapes and
executions that on Christmas Eve 2008

resulted in the killing of 865 people in
DRC and southern Sudan.®

Less than 12 months later, 300
more people were hacked to death in
the same region, earning the LRA the
dubious accolade of the most deadly
militia in DRC.®

Today the mere whisper of
approaching LRA militia, even from
hundreds of kilometres away, causes
people to flee, leaving vast swathes
of potentially fertile farmland to rot.

Since September 2008 the LRA
has killed more than 2,300 people,
abducted more than 3,000 and
displaced more than 400,000 others
across DRC, CAR and southern
Sudan, with attacks escalating week
on week.”

The impact of the group’s activities
on the region’s food security has
been enormous. ‘Attacks are often
related to actions of extreme cruelty
—frequent murders and mutilations,
as well as amputations that are clearly
aimed at terrorising locals, says
Marcelo Garcia, Africa director of the
humanitarian agency Intersos, which
works across the region.®

‘Many missed planting and
harvesting seasons in 2010 due to
their displacement and also to the
looting of crops from their fields.
As a consequence, food-related
problems could become a major
issue of concern in the next months.

Kony, 49, says his group will not
disarm until the ICC drops war crimes
charges against him and other senior
LRA leaders.®

Uganda
Although the LRA is now scattered
from its original stronghold in
northern Uganda, its legacy remains
in the number of internally displaced
persons (IDPs) in the north and west
of the country, numbering at least
166,000 by the end of 2010."

Those who have gone back to their
original homes have returned to areas
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where food is in short supply and
there are few basic services.The LRAs
activities over many years helped
ensure a chronic lack of development
in much of the country.

Indeed, of the 33 million people
living in Uganda, 6.1 million are
undernourished, many of them
originating from the north, and
one-fifth of all under-fives are
underweight.

Uganda is currently also home
to some 84,696 Congolese refugees,
mainly from northern and eastern
DRC, most of whom have arrived
as a result of the LRA attacks that
followed the Ugandan military’s 2008
DRC offensive."?In late April 2011, two
people were killed and dozens injured
in unrest caused in part by rising food
and fuel prices.

DRC

Against a backdrop of decades of
dictatorship, endemic corruption, and
a civil war often cited as the bloodiest
conflict since the Second World War,
people living in northeastern DRC
now face the ever-present threat of
LRA attacks, which averaged almost
four a week in 2010 across an area
approximately the size of the UK,

as well as attacks from other armed
groups.’

The presence of the LRA is a
particularly cruel addition to existing
problems in the country, where
an estimated 41.9 million out of
60.8 million inhabitants are under-
nourished, and a third are not always
able to find enough to eat.™

Since September 2008 the group
has killed more than 1,900 people
and kidnapped more than 2,500,
with some 35 murdered and more
than 17,000 displaced since January
this year.”™

Southern Sudan
More than 20 years of war between
north and southern Sudan resulted in

Chronic food insecurity compounds the misery of death, displacement and disability —

the legacy of 20 years of civil war in Sudan

the deaths of 2 million people and the
displacement of a further 4 million,
causing widespread hunger across
the country.’® Today, chronic food
insecurity persists across southern
and eastern states.

In a country where 8.8 million
people are classified as
undernourished, the volatile security
situation means that millions of
people lack access to food, and fields
in many areas cannot be harvested in
the wake of enormous displacement."

The 2011 referendum in the
south, in which an overwhelming
number voted for independence from
the north, saw further population
movement.

With an estimated 400,000
people returning home to the badly
underdeveloped south by February
and aid agencies anticipating that as
many as 800,000 people will return
by the end of the year, there is a
massive strain on the infant country’s
already stretched resources.'

Alongside the inter-tribal clashes
taking place, and conflict between
armed groups, must be added
the violence of the LRA, which
established an initial base in the
south of the country in 1993 and has
recently become more active.

As many as 600,000 people have
been internally displaced in the south
by violence, including that of the
LRA, over the past 18 months, the
United Nations High Commissioner
for Refugees (UNHCR) estimates.™
Flows of people from the DRC fleeing
LRA attacks have also had an impact
on food resources, with nearly 20,000
Congolese forced to seek refuge in
Sudan and neighbouring CAR since
December 2008.%°

Christian Aid partner Mundri Relief
and Development Association
(MRDA) has supported more than
1,000 internally displaced persons
in Western Equatoria State, during
the past few years.
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Central African Republic
As one of the poorest, most
marginalised countries in the world,
CAR, with a population of nearly 5
million, has been destabilised by
violence for years.There have been
four coups in the past decade, as
well as regular clashes between
government forces and armed
bandits.

Now it also has the LRA to contend
with. Following the 2008 attack on the
group by Ugandan forces, some of
its members fled to CAR, where they
have been able to take full advantage
of weak government security and the
withdrawal in 2010 of the UN Mission
in CAR and Chad.

At least 20,000 people were

displaced by the militia during the
first three months of 2010, and 304
children and adults were reportedly
kidnapped over the course of the year
ending August 2010.?' A further series
of attacks took place in December
2010, according to the Geneva-based
Small Arms Survey.??

The World Food Programme
paints a particularly bleak picture of
conditions in the country: ‘Repeated
political and economic crises...have
devastated the country and have
resulted in an overall deterioration
of living conditions.The country lacks
basic services, and hospitals have
only the most rudimentary
equipment and medicine, says
its country report.

‘The scarcity of food resources
lies at the heart of this vicious
poverty cycle. Though the country’s
potential agricultural output is more
than adequate to feed the entire
population, the incessant burning of
villages, agricultural fields and food
storehouses by armed groups has
terrorized local farmers to the point
where agricultural production is
very limited.?

Child malnutrition - one of the tragic consequences of armed conflict in countries such as Democratic Republic of Congo
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Case study

Afghanistan

Thirty years of conflict leave

millions without food

nce an important regional

exporter of fresh fruit,

Afghanistan is today beset

by regular shortages of
food, among a multitude of other
problems.

The fact that 70 per cent of the
country is mountainous has always
been an obstacle to intensive
farming.The altitude and low
temperatures of many areas also
restricts what can be grown.’

But it is 30 years of conflict that
have had a truly ruinous impact on
the ability of the country to feed itself.

The fighting has so far cost more
than 1.5 million lives and at one stage
caused more than 5 million refugees
to seek safety in neighbouring
countries.The subsequent return of
large numbers has placed an added
strain on resources.?

At the height of the conflict during
the Soviet occupation of 1979-89,
villages were destroyed, fields
mined, wells poisoned and orchards
razed. Roads, bridges and irrigation
systems also fell into disrepair, or
were damaged in the fighting.

Today'’s conflict between NATO
forces and the Taliban, although just
as deadly for those caught up in it,
is not as intense. Nonetheless, the
£1.4m in compensation claims settled
by the UK’s Ministry of Defence last
year included money paid for people
killed in the crossfire while guarding
livestock and/or working in fields.

There were also numerous
payments to compensate for crops
destroyed during routine patrolling
in areas without roads, trees cut
down for security, and for farmers
forbidden to grow tall crops for the
same reason.®

The Western intervention in
Afghanistan following the attack
on the World Trade Center on
11 September 2001 has resulted in
billions of dollars in aid (more than
U$25bn between 2002 and 2009)

A woman bringing in the wheat in Afghanistan. Mountains, minefields and low

temperatures restrict areas that can farmed

flowing into the country.* But many
official aid agencies have neglected
agriculture during this period, despite
its obvious importance for the overall
economy and poverty reduction.

Some of the development
challenges facing Afghanistan were
outlined in a 2003 report by the UN
Environmental Programme: ‘Apart
from the conflict, environmental
degradation has been an important
force driving people to find a better
future elsewhere.

‘The lack of water resources
has led to the collapse of many
livelihoods, and most of the country
is subject to an alarming degree
of land degradation. [It] has also
been robbed of its precious forest
resources by Afghan and non-
Afghan timber mafia and smugglers.
The net result of the degradation
is widespread desertification and

erosion, and increased vulnerability
to environmental disasters.®

A further problem not mentioned
was the number of landmines
planted during hostilities. British
charity the HaloTrust says
Afghanistan was one of the most
mined countries in the world.®

Despite the influx of aid, in a
country where 80 per cent of the
population depends on agriculture
and animal husbandry,” millions
today still live in severe poverty with
a crumbling infrastructure and a
badly degraded environment.®

After years of drought and poor
harvests, a 2007-2008 National
Risk and Vulnerability Assessment
found that 7.4 million people — or
one-quarter of the population — were
unable to get enough food to live
active, healthy lives.®

Another 8.5 million were on
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A farmer in Afghanistan.The UN estimates that, in 2011, 7.8 million people will need food aid

the borderline of being unable to
ensure they had enough food to eat.
Worst-hit areas at present are the
centre, eastern (north and south)
and southern regions where security
remains a major concern.

Food shortages are one of
the factors that today mean life
expectancy is 44.5 years for men
and just 44 for women.The infant
mortality rate is high and the country
also suffers one of the highest levels
of maternal mortality in the world -
1,600 deaths per 100,000 live births."

Deteriorating security since 2006
has prevented humanitarian workers
from being able to reach more than
half the country. With rising numbers
of civilians caught up in conflict
once more, the United Nations High
Commissioner for Refugees has
warned that further displacement is
likely to continue, mostly towards
urban areas.”

According to the United Nations
Development Programme (UNDP),
despite the problems Afghans
face, they ‘have been resourceful
at maintaining a minimum level of
calorie intake by relying on social
networks, remittances, migration,
and cultivation of drought-resistant
cash crops [opium poppy] as a
livelihood option.?

However, malnutrition is a serious
problem. ‘Nearly 40 per cent of the
children under three are moderately
or severely underweight, and more
than 50 per cent of children in that
age group are moderately or severely
stunted, said the UNDP.

‘There is little diversity in the
Afghan diet [and] poor dietary
diversity leads to micronutrient
deficiencies and to poor nutrition
outcomes.

Rain in late January and early
February this year averted a

threatened drought, but nonetheless
the 2011 harvest is expected to be
below normal,’ and the UN has
estimated that 7.8 million people this
year will require food aid.™

Christian Aid partners provide
support to rural communities
and households. One partner,
the Rehabilitation Association
and Agricultural Development
for Afghanistan (RAADA), has
helped 50,000 people in 47 rural
communities gain access to
drinking water and agricultural
training. It has also provided
livestock and seeds. Another
project supported by Christian
Aid and the EC has given 1,310
women silkworms, as well as
apple, mulberry and apricot trees,
to help them earn a living.
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Case study

Gaza
The blockade bites

he Gaza Strip is a narrow

piece of land bound by

Egypt and Israel, 45km long

and 5-12km wide." Slightly
smaller than the Isle of Wight, it is
one of the most densely populated
places on earth, with some 1.5 million
people living there.?

Itis also a place where many
people struggle to afford food.

Some 80 per cent of the population
is dependent on international aid,?
with 52 per cent unable ‘to grow or
purchase the bare minimum amount
of food for themselves and their
families”

Of the 52 per cent deemed
‘food insecure’, 65 per cent of them
are under 18 years old.? A further
13 per cent of the population are
vulnerable to food shortages.®

Israel has restricted the movement
of goods into the Strip for more than
a decade.” The closure intensified
in 2007, when Hamas, which had
been elected into office the previous
year, seized control.? Following
the takeover, Israel declared Gaza
a 'hostile territory”®

Conditions rapidly deteriorated,
and grew even worse after a 22-day
Israeli military offensive — ‘Operation
Cast Lead’ —that began in late
December 2008.The Gaza authorities
later reported 1,444 people had been
killed while the Israelis put the figure at
1,166. Many were unarmed civilians."

With the tightening of the
blockade, smuggling tunnels under
the Egyptian border to Gaza became
a major conduit for getting supplies
in, and are still in use.

Following an unsuccessful attempt
to land supplies by sea last year
—which was prevented by Israeli
commandos, who killed nine people
and wounded another 50 — Israel
announced a series of measures
to ‘ease’ restrictions.™

While this ‘easing’ has resulted in
more food being allowed into Gaza,

Gaza has fertile soil but the Israeli blockade and recent offensive have brought agriculture

to its knees

unemployment runs at 39 per cent,
one of the highest rates in the world,
which means the increased supplies
bring scant solace to many who can’t
afford them.

Physicians for Human Rights
Israel, in a recent report supported
by Christian Aid called Humanitarian
Minimum, says aid agencies are
supplementing basic food supplies
with vitamins and minerals to
compensate for the fact that
many families have reduced their
consumption of fresh meat, fruits
and vegetables.™

‘Despite this, however, scientific
studies have revealed that levels of
malnutrition in Gaza are on the rise...
Among other problems, wasting,
stunting and high levels of anaemia
are a cause for concern.’

The report adds: ‘A major nutritional
crisis is being avoided because of
the vast quantities of aid distributed
in Gaza by international agencies,

and the supplies entering the Strip
through the tunnels from Egypt.
Agriculture once played a
significant part in Gaza's economy,
providing jobs for up to 40 per
cent of Palestinians in informal
employment.™
But as of June 2009, a total of
46 per cent of agricultural land was
assessed to be inaccessible or out
of production, owing to destruction
during the Israeli incursion and/or the
extension of the 'buffer zone’ Israel
has imposed along the border that
contains nearly a third of the Strip’s
arable land.™
Operation Cast Lead alone
accounted for damage to 17 per cent
of agricultural land due to bulldozing
and chemical contamination.
Extensions to the buffer zone,
meanwhile, run from 150 metres
to 2km in some places. Under the
Oslo Accords, this military no-go
area was supposed to be no wider
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than 50 metres. In May 2009 the
Israeli authorities declared the de
facto expansion by dropping leaflets
warning farmers not to approach
within 300 metres of the border."®

The actual area where agricultural
workers are in danger of attack,
however, is up to 2km, so farmers
and other civilians can never be sure
exactly where it is safe for them to
enter.

In the first six months after the
incursion, almost no agricultural
materials were allowed into Gaza,
according to the FAO. Restricted
items still include livestock, and
various materials Israel claims
could be used for military purposes,
including concrete and iron bars for
animal shelters."”

The FAO says Gaza has the
potential to produce for export 2,300
tons of strawberries, 55 million
carnation flowers and 714 tons of
cherry tomatoes.' Some exports

have taken place since last year,
but nothing of that magnitude.™

The restrictions on construction
materials have also meant that it has
not been possible to repair sewage
facilities damaged by the Israeli
attack, causing effluent to seep into
the coastal aquifer. According to the
World Health Organization, 90-95
per cent of the water is now unfit
for human consumption.?°

This is having an adverse impact
on agriculture, and with 50-80 million
litres of untreated and partially
treated water being dumped into the
sea every day, is also contaminating
fish and other marine life, making
them unfit for human consumption.?'

The fishing industry has also been
badly affected by Israel restricting its
activities to a three-mile limit, greatly
reducing catches.

Christian Aid partner the
Palestinian Agricultural Relief
Committees (PARC) helps farmers
by providing saplings and seeds,
as well as materials for repair

of greenhouses and equipment.

It has also provided 3,875 days

of work to unemployed labourers.
In addition, the Poor Farmers to
Poor Families project improves
the lives of both farmers and the
unemployed through job creation
and the rehabilitation of damaged
agricultural lands. As part of this
project, PARC provided 300 poor
families with a food basket each
—this in turn supported women's
food-making cooperatives and poor
farmers from whom they bought
the produce.

Gaza could grow and export 2,300 tons of strawberries a year, according to the UN’s Food and Agriculture Organization.

Only a fraction of that amount is now grown
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It has been called ‘the global enclosures movement’, the
‘land grab’, the ‘land rush’ and, simply, ‘neo-colonialism’.

However it's described, the large-scale acquisition
by foreign interests of agricultural land in developing
countries is a growing global phenomenon.

In theory, the wave of investment could benefit
people living in poverty by providing infrastructure and
jobs. But from the evidence of what has happened
so far, their interests count for little.

As governments quietly allow control of vast tracts
of land to pass into powerful and wealthy hands,
sometimes for the next 100 years, existing inhabitants
are all too often forced out, and environmental
concerns ignored.

In many cases, a ‘Wild-West' scenario prevails,
with investors eagerly exploiting the inability of under
resourced governments to control effectively what
happens within their borders.

The land rights of very poor people, based often on
the customs and practices of past generations rather
than papers filed in a deeds office, appear to be of little
consequence in the eyes of governments swayed by
short-term financial gain or the promise of investment
and perhaps jobs.

The World Bank recently concluded that countries
that fail to protect the poor are being specifically
targeted for investment by foreign interests.

‘The focus of investor interest on countries with
weak land governance increases the risk that investors
acquire the land essentially for free and in neglect
of local rights, with potentially farreaching negative
consequences, the Bank warns in a recent study,
Rising Global Interest in Farmland.’

The finding is unsurprising, given the massive
power imbalance between the foreign investors —
wealthy governments and multinational corporations
—and people living in poverty in rural areas of Africa,
Asia and Latin America.

There has been some resistance. An attempt by
the South Korean company Daewoo Logistics to lease
1.3 million hectares — an area half the size of Belgium
— for maize and palm oil in Madagascar, for instance,
helped contribute in 2009 to the overthrow of the
country’s government.?

And in Indonesia, protestors are said to have forced
the Saudi Binladin Group to put on hold its planned
US$4.3bn project to grow rice on 500,000 hectares.®

But all too often, the communities worst affected
are no match for their own governments, which have
on occasion shown their willingness to dispatch the
police and army to evict people from their property
and break up protests.

Determining the exact scale and nature of land
grabs worldwide is no easy matter, given the secrecy
that surrounds many such deals, and the haste with
which they are carried out.

Even the World Bank researchers who produced the
Bank’s recent report found that ‘access to information
emerged as much more of a problem than anticipated'.

They describe ‘an astonishing lack of awareness
of what is happening on the ground, even by the
public sector institutions mandated to control this
phenomenon. This lack or dispersion of information
makes it difficult to exercise due diligence and to
responsibly manage a valuable asset.

The World Bank recently
concluded that countries
that fail to protect the poor are
being specifically targeted
for investment

‘More importantly, it makes it easy to neglect local
people’s rights and creates a lack of openness that can
lead to bad governance and corruption and jeopardise
investors' tenure security.*

In the end, the researchers had to turn to the NGO
sector for help, obtaining information from a blog —
farmlandgrab.org — run by GRAIN (Genetic Resources
Action International), a Spanish-based agency that
supports small farmers.®

The information came largely from a compilation
of media reports about large-scale land acquisitions
around the world and is, says the World Bank, ‘in line
with' those facts it could discover from more official
channels.®

In the first three months of 2011 the blog
recorded dozens of projects at various stages
of development. They included:

Saudi investors planning joint ventures to produce
rice, corn, bananas and other foods on some 5,000
hectares in the troubled Mindanao region of the
Philippines.’

British firm Chayton Africa using 20,000 hectares
of Zambian farmland to grow foods such as wheat,
maize and soya.®

The leasing of 3,000 hectares of forest in Ethiopia
to Indian company Verdanta Harvests, which plans
to grow tea on the land.®
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million hectares — the area of land devoted to biofuel crops:
1.2 times the size of Italy

South African farmers’ plans to grow maize on
80,000 hectares in Congo Brazzaville, initially for
local consumption.™

Indian company Chadha Agro Plc seeking 100,000
hectares of land in Ethiopia for a sugar plantation
(and initially being granted 22,000)."

Iranian plans to grow wheat and sugar in Sudan.'

Abu Dhabi’s acquisition of 30,000 hectares in Sudan
to grow alfalfa for cattle feed.™

Although foreign countries, companies and
individuals have been buying — or simply seizing — land
in poor countries for centuries, the phenomenon has
become a great deal more evident since food prices
spiked in 2008.™

The surging prices triggered riots around the world
and helped push the number of hungry people to
nearly one billion, according to the FAO.™

That in turn prompted the governments of a number
of countries that depend heavily on imported food, have
fast-growing populations, or are affected by both factors,
to try to insulate themselves from future price rises.

Countries such as the Gulf States, South Korea, Libya,
India and China embarked on efforts to secure land in
other countries, on which to grow their own supplies.'®

Those supplies could be used as insurance against
ruined harvests at home and high global food prices,
or as investments in themselves, with the produce
sold on the open market.

Agribusiness and investment companies have
followed suit, accelerating a trend that has seen the
value of foreign direct investment in agriculture rise
from US$600m a year in the 1990s to a yearly average
of US$3bn in 2005-2007."7

For such investors, the potential pay-out is
paramount. As GTZ, now called GIZ, a company
owned by Germany's development ministry, put it:
"...the global financial crisis has led to a collapse in
equity and bond markets, and thereby strengthening
indirectly the competitiveness of FDI [foreign direct
investment] in land."®

Domestic investors — individuals and companies —
in developing countries are also part of the land-grab
picture. Official inventories of who is buying land
suggest that they account for a significant proportion
of all buyers — perhaps the majority — although as the
World Bank points out, they may be acting as fronts
for foreign buyers.®

Concerns about food prices and food supplies tell only
part of the land-grab story. Another factor leading to
massive land purchases is an explosion in the demand
for biofuels.

Other pressures on land include population growth,
expanding cities, emerging middle classes’ demand
for meat, land degradation, and developments such as
mines, dams and tourist resorts.

Plans to use forests as carbon ‘sinks’ to combat
climate change are also starting to have an impact and
could harm people living in poverty if effective safeguards
are not adopted. The same risk applies to efforts by the
World Bank among others to include soil as a ‘sink'.

The risk is that the financial incentives available to
governments — for instance via the UN's Reducing
Emissions from Deforestation and Degradation
(REDD) programme — could encourage them to
prohibit existing use of such resources by poor people
such as forest dwellers.

Past privatisation policies promoted by the World
Bank are also blamed by some experts for setting the
scene for the land grabs now under way.?°The Bank's
own research reveals that so far, private investment
has done more harm than good, with case studies
showing it has contributed to the loss of livelihoods.

'Problems have included displacement of local
people from their land without proper compensation,
land being given away well below its potential value
[and] approval of projects that were only feasible
because of additional subsidies, [or] generation
of negative environmental or social externalities..."?

World Bank figures show how the demand for
land to grow biofuels is increasing. It estimates that
between 2004 and 2008, the total amount of land
devoted to biofuel crops such as maize and sugarcane,
for instance, doubled to 36 million hectares.2This
is considerably bigger than the size of ltaly, which is
roughly 30 million hectares.

The boom was caused by governments — including
the UK and US - and the EU subsidising biofuel
production to the tune of billions of dollars. Much of
the crop went into producing the fuel ethanol, which
supporters present as more climate-friendly than petrol
because of its lower carbon emissions. The US is also
keen to reduce its dependence on Middle Eastern oil.

Global production of ethanol, which is produced in
much greater volume than any other biofuel, has more
than doubled in recent years, rising, according to the
Global Renewable Fuels Alliance, from 39 billion litres
in 2006 to a forecast 89 billion in 2011.

As many organisations, including Christian Aid, have
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The share of foreign aid devoted
to agriculture in 2004 — an all-time low

Palm oil processing in Colombia. Demand for biofuels is
exacerbating the land grab trend. Worldwide an area larger
than Italy was under biofuel production by 2008

highlighted, this rush to biofuels has in some cases
had horrendous consequences for people living in
poverty who have been forcibly evicted to make way
for plantations.?®

Christian Aid's 2009 report Growing Pains: the
Possibilities and Problems of Biofuels mentioned how
farming communities in the Chocé region of Colombia,
for instance, were violently displaced from their land
in 1997 by the Colombian military and paramilitary
groups. After they were forced out, the area was
used to grow palm oil, which can be used to make
biodiesel.?* As reported in the chapter on conflict
(see p26), similar evictions are still taking place.

Through its partner organisations, Christian Aid
has seen the impact of both biofuel and other forms
of agribusiness on the poor. The organisation’s Senior
Advocacy Officer for Economic Justice, Claire Kumar,
says: 'Certainly the impression we have from our
partners is that there is a vast expansion of agro-export
in Latin America.

‘In countries such as Brazil, Argentina and Bolivia, land
is increasingly being taken over by large companies
engaged in monoculture of soy, palm oil or rice.

‘In many locations throughout South America,
these are well-established trends. However, it is
spreading throughout the region and much less is

being said about similar land acquisitions happening
very quietly in Central America. There, it is often big
national companies owned by local elites which are
greatly increasing their plantations of sugarcane and
palm oil!

A range of concerns has emerged. One major issue
is that poor families who could at least depend on their
land to grow food are now landless and their long-term
ability to provide enough food to feed themselves is in
serious jeopardy. Dependent on the market for food,
they are more exposed than ever to food-price rises.

Their only hope for a job, meanwhile, is to work for
the new owners of the land they once occupied —in
a sector notorious for its low wages, extremely poor
conditions and lack of basic employment rights.

This is likely to mean a dramatic fall in their incomes,
the World Bank suggests. In a section about the
potential for smallholders and large farms to coexist,
it states: ‘Smallholders’ income is two to ten times
what they could obtain from wage employment only! ?®

Another potential problem for plantation workers
is working conditions, which in some cases in Latin
America and the Caribbean have been found to be
appalling.

‘Latin America is already the most unequal region
in the world, says Kumar. "How can increasing the
concentration of land and wealth serve its long-term
development goals? Is this really the best way forward?’

Importantly, in a world where fresh water is
becoming increasingly precious, acquiring control
of another country’s agricultural land means also
acquiring part of its water resource — sometimes at
the expense of local people.

However, major foreign investment in agriculture
could undoubtedly bring benefits. Developing countries
badly need such cash infusions, and successful
enterprises could also be a source of badly needed
tax revenues.

The money could at least pay a part of the US$30bn
additional funds the FAO says are needed annually if
the world is to meet the first of the MDGs in halving
the number of hungry by 2015.%6

The share of foreign aid devoted to agriculture has
fallen from a peak of 17 per cent in 1979 to a low of
3.5 per cent in 2004,?” with the FAO warning: ‘The
question is not whether international investments
should provide a supplement to other capital inflows,
but how their impact can be optimized.?®

Similarly, the UN's Special Rapporteur on the
Right to Food, De Schutter, points out that the
critical question is not whether poor countries need
investment in agriculture but, rather, what form that



Land 43

investment should take, for whose benefit, and what
impact it will have on rural poverty and development.
‘Small farmers in developing countries need
infrastructure such as roads and storage facilities.
They need better access to credit. They need to
be able to form cooperatives and to improve their
bargaining position in markets with better information
about prices, he says.
‘Whether it is domestic or foreign, whether
it is public or private, investment can help this to
happen. However, what small farmers definitely do not
need is investors acquiring from governments the land
on which they rely for their livelihoods, robbing them
of the single most important asset that they have.
‘Ignoring this reality could have very serious
consequences. Landlessness or quasi-landlessness
is systematically correlated with undernutrition in
developing countries, because land is an essential
safety net for those who have nothing to fall back upon
in hard times. They simply have nothing else.?®
Christian Aid regards poverty as essentially a lack
of power over one's life and prospects caused by the
choices and policies of others. Developments that
threaten to undermine further the already precarious
situation of people living in poverty are therefore of
huge concern.

Telephone-numberstyle figures are everywhere in
the land-grab story, because of the large amounts of
money and huge tracts of land involved. In late March
2011, for instance, Bloomberg reported plans by Saudi
Star Agricultural Development plc to invest US$2.5bn
by 2020 in rice farming in Ethiopia.

The company ‘leased 10,000 hectares in Ethiopia’s
western Gambella region for 60 years at a cost of 158
birr (US$9.42) per hectare annually, Chief Executive
Officer Haile Assegide said in an interview on March
18, reported Bloomberg. It also ‘plans to rent an
additional 290,000 hectares from the government’.°

In another example of a very large-scale
investment, Malaysian palm oil giant Sime Darby was
reported earlier this year to have secured a US$23m
deal that gives it a 63-year lease on 222,000 hectares
of land in Liberia.®’

Even before the food price rises of 2008, the total
amount of cultivated land in developing countries was
expanding by around 5 million hectares a year because
of rising demand for food, feed, pulp and biofuels.*?

The World Bank estimates that as a result of future
population growth, rising incomes, urbanisation and
government policy-driven demand for biofuels and

forest plantations, the total amount of agricultural
land in the world will continue to expand, rising to a
rate of at least 6 million hectares a year and possibly
double that.

For comparison, 6 million hectares is one-quarter
of the size of the UK, the total area of which is 24
million hectares.®

Some two-thirds of the expansion is likely to occur
in Latin America and the Caribbean, and sub-Saharan
Africa.®

The 2008 commodity price boom had a dramatic
effect on demand for agricultural land. In that one
year alone, foreign investors expressed an interest in
56.6 million hectares of land around the globe.®

This is more than 10 per cent of the total amount
of land (446 million hectares) that the World Bank
calculates is currently uncultivated but suitable for
rainfed cultivation globally. If land more than six hours’
journey from market is excluded from the global total,
then the 56.6 million hectares become more than
a quarter of the total amount of land that is suitable
for cultivation.3®

Of the 56.6 million hectares in which investors
expressed interest, two-thirds (almost 40 million
hectares) were in sub-Saharan Africa, followed by
east and south Asia (8.3 million), Europe and Central
Asia (4.3 million) and Latin America and the Caribbean
(3.2 million).*”

Within sub-Saharan Africa, investors’ interest
focused on Ethiopia, Ghana and Mozambique, Nigeria,
and Sudan, which together accounted for almost a
quarter of the desired land worldwide.

The amounts of land involved in these investments
vary widely — although the median amount is 40,000
hectares, more than one quarter of projects involve
more than 200,000 hectares.

In one country alone, Sudan, from 2004 to 2009,
nearly 4 million hectares were transferred to private
investors —an area larger than Rwanda.®®

When the World Bank analysed the crops planned
for the 405 projects worldwide for which data was
available, it found that 37 per cent were intended to
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A pastoralist family in Kenya - land grabs threaten the livelihoods of pastoralists and indigenous people worldwide

grow food, while 21 per cent were for industrial or
cash crops, 21 per cent were for biofuels and the rest
involved conservation and game reserves, livestock
and forestry plantations.

However, most of the planned investments had
either not got to the stage of acquiring land or had not
used it as intended. Only 21 per cent of projects had
actually started farming.

This may indicate, the World Bank suggests, that
investors are buying more land than they can initially
use, in order to eliminate competition and take
advantage of favourable terms. It warns this is risky
for poor countries, especially where investors are
inexperienced, land values are expected to rise and
there is no effective way of taxing land holdings.®®

Perhaps the most worrying aspect of the land grab
underway is the fact that land lying uncultivated is
far from necessarily ‘empty’ or uninhabited.
Three-quarters of the world’s poor live in rural areas
and most of them depend on farming.*°
Land that governments and potential investors
may regard as empty or suitable for sale is in many
cases home to landless farm workers, pastoralists,
indigenous people, and those who have been

displaced from their normal homes by conflict.

As the World Bank noted of the 56 million hectares
that excited investor interest between 2008 and 2009:
‘Very little, if any, of this land will be free from existing
claims that will have to be recognised by any potential
investment, even if they are not formalised.*

The situations of minorities such as indigenous
peoples and pastoralists, who move from place to
place according to where there is food for their grazing
animals, are, if anything, even more precarious than
those of subsistence farmers. They are often politically
weaker than the dominant communities in their
countries and their poverty tends to be more extreme.

Such groups were sometimes deliberately excluded
from consultations, the Bank concluded, following
more detailed research about land grabs in selected
countries around the world.

‘Vulnerable groups such as pastoralists and internally
displaced people were excluded from consultations in an
effort to override or negate their claims. Without proper
safeguards, they became aware of pending land use
changes too late to be able to voice concerns, it said.*?

The same was often found to be true of women.
‘Many of the projects studied had strong negative
gender effects, either by directly affecting women'’s
land-based livelihoods or, where common property
resources were involved, by increasing the time
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Land titling usually benefits those in power and men...
Given inequitable laws and practices denying wives joint

required of women to gather water or firewood and
take care of household food security.

‘In many cases, it was presumed that land rights
were in the name of men only, leaving women without
a voice. Bargaining power in the household was
affected in unpredictable ways.+

Lorenzo Cotula, from the UK's International Institute
for Environment and Development (IIED), an authority
on the land grabs issue, points to Africa to illustrate
the widespread misconception that large areas of
fertile land are empty.

‘The few global studies on land suitability and
availability tend to be based on statistics and satellite
imagery dating back to the 1990s, he says. There are
concerns that these studies seriously underestimate
the areas used by shifting cultivation and pastoralism.

‘So healthy scepticism is needed when claims are
made about how much land really is “free” in Africa,
he says. ‘In practice, most cultivable land is likely to be
already used to varying degrees of intensity, or at least
claimed by local farmers, herders and gatherers. But
the land rights of these people often have no proper
legal recognition.#

One solution, the World Bank maintains, is to
document people’s land rights as a way of reducing the
potential for conflict over who owns what. However, other
experts warn that giving individuals and communities
formal titles to land is a double-edged sword.

‘Land titling usually benefits those in power and men,
warns the Internal Displacement Monitoring Centre, an
organisation that tracks conflict-induced displacement
of people around the world. ‘Given inequitable laws and
practices denying wives joint ownership of family land,
women often lose out in this process.*®

Barbara McCallin, the centre’s adviser on housing,
land and property issues, says: ‘Communities are
very vulnerable to land grabs if they have informal
land tenure. The solution can be a very carefully
managed communal land titling process which involves
everyone. But even this can be very hard on people who
are excluded by the dominant community. There is no
one-size-fits-all solution — you have to be very careful.

One alternative, she says, is reinforcement of
communities’ customary land rights, which are those
based on a community's traditional use of an area. An
example of a project supporting such reinforcement
is the Community LandTitling Initiative by the
International Development Law Organization (IDLO).
It is working across 60 separate communities in
Uganda, Liberia and Mozambique, studying how the
communities fare with various different levels of legal
help with acquiring communal titles to their land.*’

ownership of family land, women often lose out in this process

Internal Displacement Monitoring Centre

Such rights are not well described in international
law, adds McCallin, but last year they were upheld
in an important decision by the African Commission
on Human and Peoples’ Rights. The case involved
the 1970s eviction of the Endorois people from their
traditional lands in central Kenya, where they had lived
a pastoral way of life.*® They had also been granted
only sporadic access to sites that were central to their
spiritual beliefs. The Commission recommendations
included that their land be restored to them, that
they be compensated and that their land rights
be recognised.

UN Special Rapporteur De Schutter takes a similar
view. ‘Rather than focusing on strengthening the rights
of landowners, states should encourage communal
ownership systems, strengthen customary land
tenure systems and reinforce tenancy laws to improve
the protection of land-users, he said recently.*®

Attempts to analyse the deals struck between
developing country governments and land investors hit
a series of obstacles familiar to anyone that has looked
at the way the extractive industries, such as those
involved in oil or gold, go about doing business in the
developing world.

George Soros, the global financier and
philanthropist, identified ‘asymmetric information’
as one of the key problems facing developing
countries when disposing of their resources. It occurs
when representatives of a multinational corporation or
wealthy government arrive with a phalanx of lawyers,
accountants and other experts to negotiate.

The government officials they will come up against
will simply be unable to match their knowledge or
experience, not least because anyone who could
would usually be working for the private sector rather
than the government.

This implies that governments selling land will have
great difficulty negotiating (never mind monitoring
and enforcing) deals that are fair to their citizens and
environmentally sustainable.

The problem of asymmetric information also
extends to the citizens of the country whose land is
being sold and who will frequently have no idea about
the negotiations taking place.

[IED recently examined 12 land deals in Africa.%°
While it found some encouraging examples — notably,
contracts negotiated by the Liberian government —
it also warns that several ‘appeared not to be fit for
purpose: some are short, unspecific documents that
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Even where taxes are

formally due, host
governments may receive
little in practice

grant enforceable, long-term rights to extensive areas
of land and in some cases priority rights over water,
in exchange for little public revenue and apparently
vague and potentially unenforceable promises of
investment and/or jobs.%"

Deals that give investors leases of around 100
years are ‘common practice’ but will have profound
effects on local people’s ways of life, the IIED also
notes. ‘Such long durations mean that, where local
people lose their land, they will be separated from it for
several generations — enough to eradicate longstanding
livelihood strategies and agricultural knowledge.®?

Several included tax exemptions for investors and,
unlike mining deals, none included requirements for
investors to pay royalties based on production value
rather than profit, which make it ‘easier for the host
government to calculate and collect’.%® Alarmingly,
too, the IIED points out that most of the deals ‘do not
require independent audits and government oversight
of the investor's financial accounts and do not
establish safeguards against transfer pricing [see the
chapter on tax, p54] So even where taxes are formally
due, host governments may receive little in practice!

Today the extractive industries are coming
under growing international pressure to reveal their
payments to governments as a means of holding
them and recipient governments accountable for

how ordinary people benefit from their dealings.

An example of this is America’s Dodd-Frank Act,
whose provisions include a requirement for ‘extractive’
companies such as mining concerns to reveal their
payments to governments on a project-by-project
and country-by-country basis.

The IIED findings suggest that such demands must
be extended urgently to multinational agribusiness
companies.

Christian Aid believes that all such transactions
must benefit the existing land users, that
alternative use of the land by smallholders must
be considered, and where large farms are allowed,
workers must be allowed to organise and should
enjoy good wages and conditions.

In India, Christian Aid partner Ekta Parishad
(a federation of some 11,000 community groups)
works with marginalised people, including dalits,
small farmers, farm labourers and tribal and
nomadic communities, to improve their rights
to land and livelihoods and provide them with
a measure of food security.

In October 2012 it is organising a month-long
march of 100,000 people in India to draw attention
to the importance of land for poverty reduction
and development.

Smallholders in a number of African countries could find themselves driven off the land by foreign investors
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Case study
Mali

A tale of two land grabs:
how communities can lose — and win

Onion farmer Sodougou Banou waters her crop. Smallholders in Mali have protested against the arrival of major foreign investors

wanting to take over their land

ali is west Africa’s largest

country, stretching from

the borders of the Cote

d’lvoire deep into the
Sahara desert. As a result, most of
itis sand. Of the 1.4 million hectares
that are farmed, 90 per cent support
subsistence farmers.’

Life for most of the inhabitants
is hard. More than one in four
children below the age of five are
underweight, nearly one in five
households face food shortages, and
life expectancy is just 49.2

Despite the harshness of the
terrain, there has apparently been no
shortage of foreign investors wanting
to take control of farm land.

Interest has focused on the
precious, most fertile part of the
country, the central Niger Office area,
where crops can be irrigated using
water from the Niger River before it
starts its journey southwards.®

Saudi Arabian, South African,
Chinese and American investors
have expressed interest,* and

London-based company Lonrho has
also been in talks with the Malian
government.®

By far the biggest single foreign
investor, however, is Libya. It is
reported to have signed a 50-year
lease with Mali, giving it use of
100,000 hectares of the Niger Office
area (where it wants to grow rice),®
while a Saudi Arabian company has
reportedly shown interest in a further
200,000 hectares.”

There has been widespread
criticism of the Malian government’s
willingness to countenance foreign
investment.The problem is that the
targeted areas are home to hundreds
of thousands of people farming the
land and grazing their livestock.
Their customary rights to the land
are not recognised by the Malian
government.

Since water availability during the
dry season is limited, only 250,000
hectares in the Niger Office area are
irrigable.Therefore, it is feared that
further demand wiill create conflict.®

Clashes have already occurred
between Malibya (the local
subsidiary of the Libya Africa
Investment Portfolio), which is
building roads and dams, and cattle
breeders forced from their traditional
routes and grazing areas.®

Opposition politicians claim that
land has been given away ‘almost
for free’ to investors while hundreds
of families have been displaced.The
government response is that the state
does not have the resources needed
to realise the area’s agricultural
potential.™

Farmers themselves have also
protested, with the Collective of
Farmer Organisations and the
Coalition of the Forum of Civil Society
Organisations issuing the Kolongo
Appeal late last year.

The document describes ‘flagrant
violations of citizens’ and human
rights through numerous shocking
attacks on the physical and moral
integrity of rural populations in
developed areas of the Office du
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Niger’ and ‘sudden and brutal
occupations of agricultural lands by
foreign and national investors to the
detriment of family farms’.

The farmers are demanding
that work developing disputed
land is frozen, and all transactions
suspended until the conflicts have

been resolved.

‘ Local varieties
of rice are being

displaced by newly

developed varieties

All of this said, foreign observers
have pointed out that actual ‘mass
evictions have not occurred under
the modern democratic state in Mali
—in fact, one would have to look back
to the colonial era to find examples
of large numbers of people being
forcibly evicted from their homes.™

There is also concern, however,
that biodiversity in the agricultural
region is suffering. Dr Assetou
Samaké, a professor of plant genetics
at the University of Bamako, is
reported to have warned that in the
Niger Office area, the local varieties
of rice are being displaced by newly
developed varieties."

She also fears that the area is
becoming ‘a forest of experiments’,
with a lack of transparency about
what seeds are being brought in,
and has expressed concern that it
could become a testing ground for
genetically modified and hybrid
seeds.’

There is one particular foreign
agricultural project in Mali, however,
that gives a hint of what is possible
when a foreign investor works with
local farmers for the benefit of all.

Itinvolves farmers supplementing
their income with the oil-producing
cash crop jatropha, without
jeopardising food supplies.

The investor involved, Mali
Biocarburant SA (MBSA), is a
profit-making venture funded by
private institutional investors in the
Netherlands and subsidised by the
Dutch government.

The Malian farmers (2,611 of them,
as of 2009) devote 80 per cent of their
land to producing food.They use
the remaining 20 per cent to grow
jatropha, which they sell to MBSA,
which in turn extracts the oil to sell
as fuel, thereby providing Mali with
a source of energy.

As well as the purchase price for
the crop, the farmers —who own a
20 per cent stake in the company
through their union — also receive
dividends and increases in the value
of their shares.

The benefits of such a scheme
include employment, preservation
of biodiversity and resilience of
the local communities to price and
weather shocks.

Ripening jatropha, an oil-producing cash crop. A Mali project shows how big business and small farmers can work together to the

benefit of both



Land 49

Case study

Cambodia

Dealing with the legacy of Year Zero

ambodia’s present land-

grabbing problems date

back to 1975, deemed

Year Zero by Pol Pot and
the Khmer Rouge as they set about
eradicating every vestige of the
country’s past — including records
of land ownership.

Years of conflict both before and
after that time have left what was
once one of the wealthiest rice-
producing countries in southeast
Asia one of the poorest.

Today, 80 per cent of Cambodia’s
13.8 million population live in rural
areas, where most are completely
dependent on subsistence
agriculture, mainly rice farming and
fisheries, for survival.’

More than a quarter of Cambodians
(27 per cent) live below the poverty
line and 18 per cent are considered
to have limited or uncertain access
to nutritious food.?

Malnutrition rates are high,
with almost 40 per cent of children
chronically malnourished, and
micronutrient deficiencies —
especially iron, Vitamin A and iodine
—are common, particularly among
children under five and pregnant
and lactating women.?

In 2001 the government passed a
law that was supposed to confer land
ownership on anyone who had legally
occupied land for five years.* That was
followed up with further legislation
establishing a legal framework
for allocating land to the poor for
residential and/or farming purposes.

However, with rising land values,
and the slow process of the law,
families, many of them farmers,
are being forced out to free up land
for foreign and domestic investors,

Cambodian farmer Sorn Chhai and his family. More than a quarter of Cambodians live
below the poverty line and most are completely dependent on subsistence agriculture,

which in a number of areas is under threat

with the legal system rarely
protecting the interests of the poor.

Companies from countries such
as Kuwait, Malaysia, South Korea,
China and Australia have arrived to
cultivate crops such as sugar cane
and cassava, and timber such as
acacia and pine.

In less than a decade, a quarter of
a million people have been affected
by land grabbing with thousands
uprooted and installed in remote
areas where jobs, schools and
hospitals are few and far between,
clean water and sanitation are lacking,
and food supplies often inadequate.®

Reasons for the evictions have
included the granting of Economic
Land Concessions (ELCs), extractive
industry licences and concessions,
infrastructure development,
‘city beautification’ and private
development, including tourist
industry projects.

Christian Aid partner the
Cambodian Human Rights and
Development Association (Adhoc)
said that last year alone there were
more than 200 land-dispute cases,
23 of which involved the forced
eviction of 12,389 families. In 14
cases, the land concessions for
private companies amounted to
more than 8,000 hectares.®

The armed forces were used on
more than 20 occasions to disperse
protesters.

Christian Aid is working in Cambodia
with DanChurch Aid, a partner in

the All Churches Together (ACT)
Alliance, to help families develop
diversified and more sustainable
ways of farming. We also support

a number of organisations helping
poor households and communities

to register land titles and solve

land disputes.
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Land grab alternatives
Making land deals work

for small farmers

ome governments have now

called atemporary haltto

large-scale land investments

in recognition that things
have gone wrong.'

They have stipulated that future
proposals must be assessed as part
of a formal agricultural strategy, and
are establishing processes to identify
land that is potentially suitable, and
to monitor what takes place.

As well as trying to curb some
of the worst excesses of large-scale
investors, ways of channelling their
interest so it can actually benefit
less well-off farmers are also being
investigated.

The lIED, in a survey of business
models for smallholders called
Making the Most of Agricultural
Investment, lists six alternatives
to land grabs.?

Contract farming, where farmers
remain on their land and have
supply agreements with buyers.
In return, companies provide
support, for instance in the form
of credit, pesticides, fertilisers and
technical advice (the cost of which
may be deducted from later
payments for produce), and also
agree to buy the produce, usually
for a specified price.

Management and lease contracts,
under which a farmer or
management company works
someone else’s land on their
behalf, often in return for a share
of profits instead of a fixed fee.

Joint ventures, which involve
coownership, for instance by
a company and a farmers’
organisation sharing the
financial risks, benefits and
decision-making.

Farmer-owned businesses such as
cooperatives in which assets are
pooled for conducting operations
such as processing or marketing.

A march on Delhi of the rural poor demanding land rights in 2007, organised by
Christian Aid partner Ekta Parishad, led to the Indian government setting up

a National Land Reform Commission

Business links between farmers
and businesses such as those
that process and/or market
their crops.

Tenant farming and
sharecropping; the former
involves the farmer paying the
landowner a fixed rental fee and
the latter involves the crop (or the
proceeds of selling it) being split
between farmer and landowner
according to a pre-agreed
percentage.

The potential benefits of such
schemes include better access to
credit, technology and technical
advice about farming, improved
access to markets, the security of
an agreement that produce will be
purchased at a particular price and
a share in the investor’s profits.
The lIED, which conducted
the study on behalf of the FAQ,
says there was no one optimum

model - factors such as the status
of people’s land rights, the relevant
laws, history, culture, the natural
environment and the nature of the
local community had all to be taken
into account.

Results would depend on the
company concerned, the host
government, and smallholders’
negotiating power, which in turn
would be strongly shaped by the
status of their land rights and access
to crucial information such as their
legal rights, market trends and
how product prices, royalties and
dividends were to be calculated.

It adds that development
agencies, advocacy groups, and
public-interest lawyers had an
important role to play in supporting
smallholders and tackling ‘the
power asymmetries’ affecting
their dealings with agribusiness,
which has the best lawyers and
negotiators at its disposal.®
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For the devil is likely to be in the
detail as to how the balance of
ownership, decision-making power,
risk and reward will be determined
in each case.

‘For example, depending on its
specific terms, contract farming
may be a vehicle for providing
support and improving market
access for smallholders — or an
exploitative relationship where
smallholders are effectively
providers of cheap labour and
expected to carry production risks,
the IIED warns.*

TheWorld Bank also accepts
that large-scale plantations are
not the only commercially viable
way for companies to invest in
farmland, noting that smaller farms
employing members of the owner’s
family are likely to be more efficient
than large-scale farms that employ
waged labourers.®

The Bank has come up with
seven ‘principles for responsible
agro-investment’ to which it
suggests all those involved in large-
scale land deals should adhere,
in order for them to ‘do no harm,
be sustainable and contribute to
development’®

The principles themselves
seem laudable —including as they
do respect for land and resource
rights, protection of food security,
transparency over deals and the
consultation with and participation
of people affected by potential
investments, to name a few.

Given the relative powerlessness
of people living in poverty in
many societies where land grabs
are occurring, however, and the
lack of any effective monitoring
or enforcement mechanisms,
the aspirations have a hollow ring.

Some observers go further and
warn that the principles may be
worse than merely ineffective.
‘Purely voluntary approaches

Following the Ekta Parishad land rights march, legislation was enacted enabling every
forest dweller to have a land title in his or her name

are likely to be ineffectual, under
contestation and, more profoundly,
will legitimise and entrench the
claims of external investors over
those of poor local land-rights
holders, notes a recent study of
land-acquisitions in Africa.”

They may also be used to justify
investments on the grounds that they
are good for poor, rural areas. As the
New York University-based Center
for Human Rights and Global Justice
puts it: ‘Potential infringements of
human rights are (re)framed as side
effects of an essentially beneficial
cure —they are risks that can be
managed in order to make possible
alarger good.®

Some observers — notably De
Schutter — urge governments to
consider more radical options.
Although De Schutter has also put
forward a set of ‘minimum principles’

for large-scale investment, based on
international human-rights norms,
he has gone as far as suggesting that
land redistribution may be needed.®

‘Where land is under-utilised or
considered vacant, the question of
whether it should be redistributed
to allow small independent farmers
to use it or whether it should be
developed into a large estate comes
first, even before the question arises
of whether a large-scale investment
complies with a set of principles,
he argues.

‘Numerous studies have shown
that a more equitable distribution of
land is desirable on both efficiency
as well as equity grounds, with
a particularly strong potential to
drive economic growth, empower
women and reduce rural poverty.



52 Hungry for justice: fighting starvation in an age of plenty

1 Rising Global Interest in Farmland, World Bank, 2011,
siteresources.worldbank.org/INTARD/Resources/
ESW_Sept7_final_final.pdf

2 'Madagascar leader axes land deal’, BBC News, 19 March
2009, news.bbc.co.uk/1/hi/world/africa/7952628.stm

3 ’'Outsourcing’s Third Wave', The Economist, 21 May 2009,
economist.com/node/13692889

4 Seenote 1.
5 grain.org/about/?org
6 Seenote .

7 'Gulf investors eye Philippines agro sector’, Emirates 24/7, 5
March 2011, reproduced on farmlandgrab.org: farmlandgrab.org/
post/view/18262

8 'Zambia: rich African farms draw international investors’,
Tradelnvest Africa, 2 March 2011, reproduced on farmlandgrab.
org: farmlandgrab.org/post/view/18238

9 ‘Ethiopian President concerned by lease of forest to Indian
firm', Bloomberg, 4 February 2011, reproduced on farmlandgrab.
org: farmlandgrab.org/post/view/18137

10 ‘South African farmers ready to venture into the Congo’,
How we made it in Africa, 13 February 2011, reproduced on
farmlandgrab.org: farmlandgrab.org/post/view/18166

11 ‘Indian company given Oromia land twice the size of
Singapore’, Jimma Times, 30 January 2011, reproduced by
farmlandgrab.org: farmlandgrab.org/post/view/18072

12 ‘Iran’s export of $44m farming gear to Sudan’, Tehran Times,
17 January 2011, reproduced by farmlandgrab.org: farmlandgrab.
org/post/view/18019

13 ‘UAE has a long history of support for Sudan’, The National,
5 January 2011, reproduced by farmlandgrab.org: farmlandgrab.
org/post/view/17942

14 Seenote 1.

15 ‘1.02 billion people hungry’, UN FAQO press release, 19 June
2009, fao.org/news/story/0/item/20568/icode/en/

16 Foreign Direct Investment In Land In Developing Countries,
2009, p12, GTZ, responsibleagroinvestment.org/rai/sites/
responsibleagroinvestment.org/files/gtz-foreign-direct-
investment.pdf

17 Report submitted by the Special Rapporteur on the Right
to Food Olivier De Schutter, United Nations General Assembly,
December 2010.

18 See note 16.
19 Seenote 1.

20 Introduction: Global Land Grabs: Investments, risks
and dangerous legacies, Land Research Action Network,
Development, 2011, 54 (1), pp5-11.

21 Seenote 1.
22 Seenote 1.

23 Growing Pains: The Possibilities and Problems of Biofuels,
2009, Christian Aid, christianaid.org.uk/images/biofuels-
report-09.pdf

24 See note 23.
25 See note 1, box 1.3.

26 From Land Grab to Win-Win, FAO policy brief, June 2009,
ftp://ftp.fao.org/docrep/fao/011/ak357e/ak357e00.pdf

27 'Increased agricultural investment is critical to
fighting hunger’, FAO Investment Centre, fao.org/tc/tci/
whyinvestinagricultureandru/en/

28 See note 26.

29 Foreign Land Deals and Human Rights, 2010, Foreword,
Center for Human Rights and Global Justice, law.nyu.edu/ecm_
div2/groups/public/@nyu_law_website__alumni/documents/
documents/ecm_pro_067266.pdf

30 ‘Saudi billionaire’s company will invest $2.5 billion in
Ethiopia rice farm’, Bloomberg, March 23 2011, bloomberg.com/
news/2011-03-23/saudi-billionaire-s-company-will-invest-2-5-
billion-in-ethiopia-rice-farm.html

31 'Palm oil giant Sime Darby ventures into Africa’, AFP, 26
January 2011, reported on farmlandgrab.org, farmlandgrab.org/
post/view/18045

32 Seenote 1.

33 The UK'’s 5th National Communication on Climate Change,
2009, Department of Energy and Climate Change, p6.

34 Seenote 1.
35 Seenote 1.
36 Seenote .
37 Seenote 1.

38 The New Frontier. A baseline survey of large-scale land
based investment in Southern Sudan, Norwegian People’s Aid
2011, npaid.org/filestore/NPA_New_Frontier.pdf

39 Seenote 1.
40 Seenote 1.
41 Seenote 1.
42 Seenote 1.
43 Seenote 1.

44 '\Why it makes more sense to invest in farmers than
farmland’, Lorenzo Cotula, IIED, July 2010, pubs.iied.org/
pdfs/17082I1ED.pdf

45 [and, Housing and Property Issues, briefing, Internal
Displacement Monitoring Centre, internal-displacement.
org/8025708F004D404D/(httpPages)/EB81AF77A31BB514C125
7682003B2657?0penDocument

46 Interview with Christian Aid, 2 March 2011.

47 For more information, see idlo.int/english/Programs/
Social%20Development/Land%20Law/Pages/ProjectsDetails.
aspx?IDPRJ=24

48 For more information on the Endorois Case, see: http://
terraOnullius.wordpress.com/2010/02/17/the-african-commission-
endorois-case-toward-a-global-doctrine-of-customary-tenure/

49 'Pressure on farmland is increasing at an unprecedented
rate, warns new UN report’, press release by the Special
Rapporteur on the Right to Food, October 2010.



Land 53

50 Land Deals In Africa: What is in the Contracts?, IIED, 2011,
http://pubs.iied.org/pdfs/12568I1ED.pdf The countries involved in
the deals examined by IIED were: Cameroon, Ethiopia, Liberia,
Madagascar, Mali, Senegal, Sudan, Southern Sudan.

51 See note 50.
52 See note 50.
53 See note 50.

Mali

1 Foreign Land Deals and Human Rights: Case Studies on
Agricultural and Biofuel Investment, Center for Human Rights
and Global Justice, New York: NYU School of Law, 2010, p85, law.
nyu.edu/ecm_dlv2/groups/public/@nyu_law_website__alumni/
documents/documents/ecm_pro_067266.pdf

2 These statistics are from the World Food Programme, wfp.
org/countries/mali and home.wfp.org/stellent/groups/public/
documents/op_reports/wfp228611.pdf and from UN Human
Development Programme, hdrstats.undp.org/en/countries/
profiles/MLI.html

3 Foreign Direct Investment in Land in Developing Countries,
2009, GTZ, p37 responsibleagroinvestment.org/rai/sites/
responsibleagroinvestment.org/files/gtz-foreign-direct-
investment.pdf

4 |bid.

5 ‘Lonrho secures rice land deal in Angola’, Financial Times,
16 January 2009, ft.com/cms/s/0/63460024-e342-11dd-a5cf-
0000779fd2ac.html#axzz1JP8hPMNb

6 'Rice land grabs undermine food sovereignty in Africa’,
Development, 2011, 54 (1), pp31-34, palgrave-journals.com/
development/journal/v54/n1/full/dev201098a.html

7 Seenote 3.
8 Seenote 3.
9 Seenote 3.

10 'Mali opposition party demands details of land leases,
warns of possible “land grab™, 10 February 2011, Associated
Press, reproduced by farmlandgrab.org, farmlandgrab.org/post/
view/18140

11 Seenote 1.
12 See note 6.
13 See note 6.

Cambodia

1 NGO Position Papers on Cambodia’s Development in

2009- 2010 to the 3rd Cambodia Development Co-operation
Forum, May 2010, sithi.org/admin/upload/media/[2010-06-01]
NGO % 20Position %20Papers %200n%20Cambodia%20%20
Development%20in%202009-2010/NGO %20Position %20
Papers %200n%20Cambodia%20%20Development%20in %20
2009-2010.pdf

2 'Country overview, Cambodia’, WFR 2010, wfp.org/countries/
cambodia

3 |Ibid.

4 Article 30, The Land Law 2001, Office for the High
Commissioner of Human Rights (OHCHR), 2002, http:/
webcache.googleusercontent.com/search?g=cache:kbdxM
dO5T10J:www?2.ohchr.org/english/bodies/cescr/docs/ngos/
ICSO_Annex1_Cambodia_CESCR42.doc+the+land+law+cambo
dia+2001&hl=en&gl=uk

5 Land Grabbing and Poverty in Cambodia: The Myth of
Development, LICADHO, May 2009, licadho-cambodia.org/
reports/files/134LICADHOREportMythofDevelopment2009Eng. pdf

6 ‘Land spats top 200 last year’, Phnom Penh Post article,
Adhoc website — Cambodian Human Rights and Development
Association, February 2011, adhoc-cambodia.org/article.
php?language=english&art_id=187&currentpage=1

Land grab alternatives

1 Rising Global Interest in Farmland, World Bank, 2011, p130,
siteresources.worldbank.org/INTARD/Resources/ESW_Sept7_
final_final.pdf

2  Making the Most of Agricultural Investment: A survey of
business models which provide opportunities for smallholders,
UN FAO and IIED, 2010, p4, ifad.org/pub/land/
agri_investment.pdf

Ibid.
Ibid.

3
4
5 Seenote 1.
6

See note 1.

7 Lorenzo Cotula and Sonja Vermeulen, Contexts and
Procedures for Farmland Acquisitions in Africa: What outcomes
for local people? Development 2011, 54(1), (40-48), p47, palgrave-
journals.com/development/journal/v64/n1/full/dev201094a.html

8 fForeign Land Deals and Human Rights, Center for Human
Rights and Global Justice, 2010, law.nyu.edu/ecm_dIv2/groups/
public/@nyu_law_website__alumni/documents/documents/
ecm_pro_067266.pdf

9 Olivier De Schutter, UN Special Rapporteur on the Right to
Food, Foreword, Foreign Land Deals and Human Rights, Center
for Human Rights and Global Justice, law.nyu.edu/ecm_dIv2/
groups/public/@nyu_law_website__alumni/documents/
documents/ecm_pro_067266.pdf



STACKING THE
ODDS AGAINST

THE POOR




Tax b5

The ability of developing countries to feed themselves
depends in part on their natural resources and climate
patterns, and whether they are periodically assailed
by droughts or floods. But the amount of money they
have at their disposal is also a major factor.

With adequate finances, money can be invested
in agriculture in a variety of ways: in research and
development, irrigation, subsidising seeds and fertiliser,
controlling prices to protect farmers and introducing
adaptation measures to take account of climate change.

And for society as a whole, health and education
programmes can be funded to protect the poorest —
children in particular — from food shortages, and lift
communities out of poverty.

In addition, research shows that the higher the
share of government expenditure that is funded by tax,
the stronger the state-citizen relationship, and so the
more likely it is the money will be spent well, free from
corruption and in the interests of citizens.'

For many years, richer countries, and the international
financial institutions they control such as the World
Bank, imposed a series of economic measures on the
developing world in exchange for trade and aid.

Broadly, those measures were referred to as the
Washington Consensus. The main relevant elements
included governments being forced to remove
protective tariffs from agricultural produce, reduce
subsidies, abandon price controls and close down the
agricultural boards that would once have bought stock
at times of surplus to keep for when times were hard.?

The imposition of such measures made life
extremely difficult for many small farmers, who found
they were unable to compete in the market place with
heavily subsidised products from richer countries.

Belatedly, the flaws in such a one-size-fits-all
package are now recognised and the Consensus has
been consigned (in G20 rhetoric at least) to history.®
The suffering it caused, however, lives on.

Another way in which rich countries inflict
enormous damage on the economies of developing
nations, however, remains in place — unchecked, and
largely unremarked upon.

That is the process by which some unscrupulous
multinational corporations use the secrecy offered
by the world'’s tax havens to avoid, and even evade,
tax due to the exchequers of the poorer countries in
which they operate.

It involves a practice known as ‘abusive transfer
pricing” in which the profits made in poorer countries are
manipulated to hide them from the revenue authorities.
By charging itself for services such as ‘branding’ and
‘insurance’, the multinational shifts the money off-shore

Developing countries

appear to have suffered
illicit outflows on their food trade
worth more than one-and-a-half
times as much as the food aid
they received

to jurisdictions where little or no tax is liable.

When the products are sold on in richer countries,
the higher prices charged then turn the tax revenues
the corporations have saved into profit.

Such concealment is made possible by the manner
in which one subsidiary of a multinational trades with
another part of the same parent company.

Although such transactions are supposed to be
conducted according to an ‘arm’s length principle’ in
which the prices a multinational charges itself should
mirror market prices, international accounting standards
at present permit such deals to go largely unchecked.

Countries where the tax authorities lack the staff,
expertise and access to the information necessary
to investigate and challenge effectively are particularly
hard hit.

Christian Aid drew attention to the practice of
abusive transfer pricing in 2008 in a report entitled
Death and Taxes: the True Toll of Tax Dodging and since
then has devoted much of its campaigning efforts to
addressing the injustice that results.*

\We estimate that developing countries lose as
much as US$160bn each year to that one form of tax
dodging alone. Clearly, such a large amount of money
could have a marked effect on social spending.

The international trade in food is far from exempt
from this phenomenon.

According to detailed analysis carried out for
Christian Aid by leading US academic Professor
Simon Pak, abusive transfer pricing could be involved
in between 1 per cent and 3.5 per cent of trades
involving live animals and foodstuffs.®

This may sound small, but is equivalent to between
US$1.6bn and US$5.6bn dollars per year on average,
in the period of the study (2005-2007). By way of
comparison, the food aid component of the official
development assistance given by leading donor
countries during the same period averaged less
than US$1bn a year. Developing countries, therefore,
appear to have suffered illicit outflows on their food
trade worth more than one-and-a-half times as much
as the food aid they received.®

Some states stand out as particularly hard
hit, among them those where the incidence of
malnutrition among children is particularly high.
Guatemala, which largely exports coffee, sugar and
bananas, is one such country. While the questionable
outflows that appear are not significantly greater than
other countries in the region, the contrast with its
malnutrition is stark.

‘Guatemala stands out as much for its indicators of
wealth as for the indicators of poverty. It is the world's
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Guatemala stands out as much for its indicators of wealth
as for the indicators of poverty. It is the world’s fifth-largest

exporter of coffee and sugar as well as having the third-highest

rate of malnourished children
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fifth-largest exporter of coffee and sugar as well as
having the third-highest rate of malnourished children,
says Christian Aid partner in Guatemala the Central
American Institute for Fiscal Studies (ICEFI).

By comparing the value of Guatemalan exports to
the amount the same goods were said to be worth
when imported into richer nations, we discovered that
trade in the broad food category accounts for a much
higher share of the abnormal pricing found than the
developing country average. That stood at 1-3.5 per
cent, while Guatemala’s ranged from 13-27 per cent
of mispricing on trade with the US, and from 28-45 per
cent of mispricing on trade with the EU.”

The figure is particularly shocking when it is
remembered that Guatemala — officially classified by the
World Bank as a lowermiddle-income country,® receiving
just 1.5 per cent of its GDP in foreign aid — is a place
where 21 per cent of the population is undernourished.®

The latest World Bank analysis shows that
Guatemala comes third in a ranking of 136 countries
according to the prevalence of stunting among
children, caused by malnourishment.™® And yet the
same report estimates the cost of increasing the
scope of work to provide children with vital nutrients
at less than US$16m a year. The apparent mispricing
in the food trade detailed above is estimated at
US$29.4m in 2005, US$50.7m in 2006 and US$50.4m
in 2007: in other words it could pay for the key short-
term policy to counter malnutrition each year several
times over.

To understand the basic way in which trade can
be manipulated to shift profits out of food-producing
countries such as Guatemala, we can consider the
example of bananas. In 2007, a detailed investigation
by the Guardian newspaper, with support from Christian
Aid partner the Tax Justice Network, revealed that of

.
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every £1 spent in the UK on bananas, 39p went to the
supermarket retailer and 1p was declared in profit."

The remaining 60p is broken down as follows:
17p went to a company in Bermuda for ‘use of the
distribution network’; 6p to a company in Jersey for
‘management services'; 4p to a company in Ireland
for 'use of the brand’; 8p to a company in Luxembourg
for use of 'financial services’; 8p to a Cayman Islands
company for use of the ‘purchasing network’; and,
lastly, 13p remained in the producing country. Of that,
1.5p went to pay workers, 10.5p on other costs and
finally 1p was declared in profit. For a corporate tax
rate of say 30 per cent, this would mean the producer
country receiving just 0.3p in corporate tax for every
pound spent on the final product.

Although it is legitimate to pay for the services of
subsidiaries/companies based in tax havens, it is easy
to see how multinationals, if so inclined, can maximise
returns by reducing the amount of profit declared at
source.

To update the 2007 investigation, we looked at UN
Comtrade data for Guatemala’s international trade in
2009 (UN Comtrade is a record of some 1.75 billion
commodity trade deals going back to 1962.) Guatemala
receives an average export price for its bananas of
US$0.18 per kilo, while importing countries declare
an average price for the same goods of US$0.46."

This differential is equivalent to around 65 per cent
of the declared export price. Companies argue that since
producer countries export unripe (green) fruit, and final
retailers sell ripe (yellow) fruit, there are some costs of
ripening to consider in addition to transportation — more
or less, these amount to providing appropriate storage
facilities for the process to occur.™

According to the records, Guatemala receives the
lowest price in the region for its bananas — the other
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World Bank estimates it would cost less than this to increase the
scope of work to provide children with vital nutrients in Guatemala

major producers are Ecuador, receiving US$0.35 per kilo,
Colombia (US$0.40), Costa Rica (US$0.36), Honduras
(US$0.35) and the Dominican Republic (US$0.38). There
is no suggestion that Guatemala’s bananas are inferior
to those produced in neighbouring countries.™

If Guatemala merely received an average of the
price commanded there, this would work out at
US$0.36 per kilo, an increase of 29.4 per cent for
2009, or US$130m more profit declared in-country.
Were this to face a tax rate of just 12.3 per cent, it
would still raise the entire US$16m that the World
Bank estimates it would cost to scale up core
micronutrient nutrition interventions.

Elsewhere in the region, trade in other food items
seem to be subject to similar abuse. Christian Aid has
looked at the export price for pineapples per kilo from
Costa Rica — US$0.40 per kilo. Imported into Europe
however, the price doubles to US$0.83 cents per kilo
in Belgium, and up to US$1.14 in the Netherlands.
Costa Rica may have seen US$591m in pineapple
profits illicitly shifted out of the country through
underpriced exports in 2009 alone.™

In fact, our analysis of mispricing makes it absolutely
clear that policy makers are getting it wrong, and
international accounting standards have to be changed
to curtail the abuse. A requirement that companies
trading across borders must declare the profits made
and taxes paid in every country where they operate
would introduce much needed transparency.

The US has gone some way to addressing this.
The Dodd-Frank Act, passed by US Congress in 2010,
includes a provision requiring US-listed companies
operating in the extractive industries, such as oil,
gas and mining, to be more open about their foreign
business dealings.

Specifically, they must report all payments to
governments, as well as some details of their
economic activity, on a project-by-project and country-
by-country basis. If properly carried out, this will go
a long way to providing the type of transparency
needed for tax authorities and citizens to hold these
companies and their own governments to account.

However, Christian Aid's analysis makes it clear that
the tax losses suffered by developing countries occur
across all industry sectors, and exports in the extractive
industries account for a small proportion of the total.

Discussion now ongoing within the EU centres
on two options: to replicate the Dodd-Frank Act, or to
pursue a more ambitious alternative that would apply
to all industries, not just the extractive sector. The latter
would clearly have a much greater impact on poverty.

In the meantime, developing countries are exploring

ways to use what data they do have in a more powerful
way. ICEFI in Guatemala is currently working with Pak
and the Guatemalan tax authority to analyse customs
data and identify areas of abusive transfer pricing.

This is the first time a developing country’s tax
authority has agreed to give access to detailed
customs data and to use Pak’s methodology to help
them identify and investigate cases of abnormal
pricing. Ultimately, however, enforcing fairer pricing
is going to take political will.

In Guatemala, it is therefore encouraging that
Vice-President Rafael Espada is working closely with
the international Task Force on Financial Integrity and
Economic Development, a global coalition of NGOs
and governments to which Christian Aid belongs, in
efforts to address tax dodging and wider financial
abuses in the country.

But doing so will be no easy task. Indeed, last year,
Finance Minister Juan Alberto Fuentes resigned in
frustration at his inability to secure tax reform, for the
country badly needs more revenue.

It has one of the worst records of social spending
in the region: just 7 per cent of GDP in 2009 compared
to an average of 16.2 per cent across Latin America
and the Caribbean.®

One reason for this is the size of the tax base. In spite
of it being the most populous country in Central America,
with nearly 14 million inhabitants, just 0.003 per cent
of Guatemalans — 195 people — own 50 per cent of the
country’s total bank deposits, according to ICEFI."

Meanwhile, more than half the population earn less
than US$2 a day — one of the official classifications
of poverty.

Tax collection rates are among the lowest in the
region, amounting to 10.5 per cent of GDP in 2010.

(By contrast, the figure for OECD countries combined
is more than 30 per cent.)'®

Not only does Guatemala collect little, but it collects
poorly, having one of the most generous tax regimes
in the region for exemptions and tax breaks.

In 2008, reports ICEFI, the total amount of these
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Proportion of GDP as social spending
in Guatemala in 2009

tax breaks, deductions and exemptions was twice the
amount the state expected to collect in income tax.
For each quetzal (unit of Guatemalan currency equal to
US$0.13) collected in income tax, the state ‘gave back’
more than 2.5 quetzales in exemptions and deductions.™
Of the many sectors that benefit from exemptions the
mining sector stands out. Royalties were slashed by
the Guatemalan government from six to one per cent
to encourage investment.

There was outrage several years ago when it
was revealed that a major gold-mining concern had
qualified for maquila, or tax-free status, on the grounds
that its product was for export.?°

Although that status was initially introduced to
encourage companies engaged in low-skill activities
for export, such as garment manufacturers, of late,
its use has been spreading.

Until now, the country’s economic elite has
managed to shrug off multiple donor demands for
tax reform, and stymie a UN-backed referendum
on constitutional reform.

However, all that could be changing, according to a
report from a Dutch think-tank, the Clingendael Institute.?'

Guatemala, which until the mid-1990s endured
a 36-year civil war in which as many as 200,000
were killed, is now an immensely attractive place

for narco-traffickers because of its geographic position.

The US State Department estimates that 250
tonnes of cocaine — around a quarter of global
production — passes through the country every year.??

Since the arrival of outposts from the exceptionally
brutal Mexican Zeta drugs cartel, levels of violence in the
capital, Guatemala City, have risen dramatically so that it
now has one of the highest murder rates in the world.

Ironically, according to the Clingendael Institute,
the very existence of increasingly powerful and
violent criminal networks might offer a way forward.
For the country’s traditional elite may decide that
ceding power to the state is the only way to protect its
interests, and a more equitable society could emerge
—a high price indeed for social justice.

In the meantime, Christian Aid’s campaign to
promote greater transparency in the way that
multinational corporations publish their accounts,
and in the manner tax jurisdictions, including havens,
exchange information, may help put paid to the burden
of abusive transfer pricing at least. For the sake of
poverty eradication, policy makers in the EU (not least
in Britain, Ireland and Spain) should be demanding
transparency measures that cover all multinational
companies operating in the developing world.

Santa Ramos Cervantes at home in the Guatemalan highlands. She makes hammocks to supplement the family’s meagre

income from her husband’s day labouring
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Case study

Guatemala

Malnourished children in a
lower-middle-income country

Seven-year-old Alex Antonio can barely walk after he was born six months’ premature.
Malnourished mothers are more likely to give birth prematurely

he day before New Year's
Eve was the last time Maria
and Mariano Vasquez saw
their 16-year-old son.There
was simply no future for him in the
family’s tiny smallholding perched on
a chalky hillside above Jocotan in the
‘dry corridor’ of eastern Guatemala.

The family mortgaged the little
land they had to raise the 40,000
quetzales (about $US5,200) to pay
‘coyotes’ or people traffickers to take
him north and smuggle him into the
US.The journey to New York took
him several weeks.

He has been there a month now
but has so far been unable to earn any
money.The responsibility for repaying
the debt is on his shoulders, so he
needs to find work soon.

Last year’s maize crop on the
Vasquez plot was particularly poor
because of torrential rain during the
planting season, followed by drought.

The family have been forced
to use what little money they have
to buy maize in the market to
supplement supplies.

Like most people living on the
steep slopes above Jocotan, their diet
consists of maize tortillas and beans,
with coffee to drink (lack of sanitation
means that all water must be boiled).

In season, they will also eat
cabbage, lettuce and tomatoes
that they grow themselves. Very
occasionally they buy chicken or eggs.

‘There is not enough money to
buy all that we need, says Maria
Vasquez, whose seven-year-old son,
Alex Antonio, can barely walk. He
was born prematurely after just six
months in the womb, along with a
twin brother who died after 18 days.

Complications in childbirth are
common in the rural highlands of
Guatemala where mainly indigenous
families live. Malnourished mothers

are more likely to give birth
prematurely to low-birthweight
babies.

Less than half (41 per cent) of
births are attended by qualified
healthcare personnel.” It's a figure
thatis only slightly higher than that
of Sierra Leone, the country with the
world’s lowest human development
index in 2008.2

More often than not, Guatemalan
women have only their husbands or
other family members to help them
give birth at home.

Thus the country with the highest
number of private aeroplanes and
helicopters per head in Central
America is also the country with
the highest rate of women dying
from unresolved complications in
pregnancy — with lack of affordable
transportation to a health centre
a factor. 3

For the children who survive, ICEFI



60 Hungry for justice: fighting starvation in an age of plenty

In 2009, when images of emaciated children from eastern
Guatemala caught the attention of the international media,

the Guatemalan Food Fair earned a place in the Guinness Book
of Records for the lavishness of its buffet

explains: ‘Almost 50 per cent of boys
and girls under five are severely
stunted, an indicator of chronic
malnutrition.

‘This rate is higher than that of
Haiti, by far the poorest country in the
Americas, and is the fifth-highest rate
in the world!

Making the situation even more
tragic is the fact that the effects of
chronic malnutrition can never be
cured. Research published in The
Lancetin 2008 showed that children
who suffered the condition faced
not only stunted growth, but also
a diminished mental capacity and
a substantial decrease in earning
power.*

In 2009, when images of
emaciated children from eastern
Guatemala caught the attention of
the international media as news of
the malnutrition there spread, the
Guatemalan Food Fair earned a place
in the Guinness Book of Records for
the lavishness of its buffet. °

It is the indigenous communities
descended from the Mayans
who are worst affected. Mostly
tenant smallholders, they face
discrimination at all levels and suffer
twice the rate of stunting as the
non-indigenous population.

That is no accident. Andrés Botran,
first Secretary for Food Security and
Nutrition in a previous government,
is on record admitting: ‘Budgets were
shifted to keep some populations
less developed. Forusiitis a
national shame.

TheVasquez family are actually
better off than many of their
neighbours. At least they have
something to mortgage in order
to raise money to send their son
to the US.

Santa Ramos Cervantes lives in
Chichicaste, not far from the Vasquez
holding, with her husband and seven
children.When Christian Aid visits,
she is spinning rope made from

fibres of a local plant. It will be used
to make hammocks to sell.

It is cheaper to use this material
because the family can process
it themselves, but the resulting
hammocks are scratchy and
uncomfortable, which means they
sell for less than those made from
chemically treated fibres.

In March, when people are
preparing to plant and therefore have
less money available, she sells her
hammocks for 30 quetzales (US$3.90).
In October she can get 45 quetzales.

She has never visited Chiquimula,
the main town in this remote region,
much less the capital, Guatemala
City. With the particularly poor maize
crop this year the family has been
hungry, she says.

Her youngest son, José Antonio,
who has not yet reached his second
birthday, has a distended belly — a clear
symptom of stage one malnutrition,
although the shops are full of food.

Enrique Maldonado, an economist
with ICEFI, explains: ‘There is plenty
of food in Guatemala, butitis in
the supermarkets, out of reach of
most rural families, physically and
economically.’

The Cervantes family is benefitting
from Mi Familia Progresa, a
programme introduced by the former
First Lady of Guatemala, Sandra
Torres, to improve the health of the
poorest families.

MsTorres recently initiated divorce
proceedings so she can stand in
the next election.The constitution
prevents a president or his family
from standing for more than two
terms. Her husband Alvaro Colom
is near the end of his second.

Eligible families receive 150
quetzales (US$19.50) a month if their
children attend school regularly and
a further 150 quetzales for attending
clinics to receive vaccinations and
regular weight checks.There is also
a monthly payment of 150 quetzales

for pregnant women in an effort to
combat maternal malnutrition.

This measure is demonstrably
increasing school attendance and
family income. But, as ICEFI points
out, the quality of education that
children are receiving is often
sub-standard, particularly in
rural areas.

Mi Familia Progresa is also
accused of creating a perverse
incentive for families to have more
children. At the Christian Aid-
supported Bethania clinic in Jocotan,
Director Dr Carlos Arriola said a three-
fold increase in pregnancy rates had
been recorded since the measure
was introduced.®

The trend is a measure of the
economic desperation of the people.
The department of Chiquimula
where the Bethania clinic is located
has the worst infant-mortality rate
in the country — 55 deaths for each
1,000 live births, compared with
16 in Guatemala City.
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THE IMPACT ON
FOOD PRODUCTION

A bore hole in eastern Kenya.The IPCC warns that by 2020 climate
change will leave up to 250 million people in Africa exposed to
increased water stress.

Christian Aid/Jodi Bieber
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UK Met Office’s prediction of the global temperature
rise by 2100 if emissions remain at current levels

In Peru, the country’s glaciers have receded by nearly
20 per cent in the past four decades, meaning less
water for Andean farmers’ crops and animals.’

In Bangladesh, the rising sea level is contributing
to the increased salinity of ground water, damaging
crops and forcing women to walk miles in search of
water fit for drinking.?

And around the world, there has been an increase
in the frequency of severe tropical cyclones attributed
primarily to high temperatures caused by greenhouse
gases.

It is a bitter irony that climate change caused by
humans is having its greatest impact on countries
that bear the least responsibility for the carbon
emissions that have created the problem in the
first place.

Slow-onset climate

changes are expected to
have potentially catastrophic
effects on food production in
many developing countries,
particularly between 2050
and 2100

Food and Agriculture Organization

And within those countries, it is often the poorest
and most vulnerable communities that suffer most.
They tend to live in poorer housing in areas more
exposed to nature, on flood plains, steep slopes and
degraded land, and have the least to fall back on when
things go wrong. Already spending a higher proportion
of theirincome on food than people in richer countries,
they are particularly hard hit when its price goes up.

Expert climate projections paint a picture that
is overwhelmingly bleak for such communities.
Hurricanes will increase in intensity, and storms,
floods and droughts will become more frequent.®

There will also be more insidious changes such
as shifts in temperature and rainfall that affect crop
productivity, as well as a rising incidence of animal
and plant pests and diseases.

Given the relatively slow nature of those incremental
changes, it is tempting for governments and other
policy makers to neglect or ignore what is happening,
their complacency encouraged by powerful lobbies
that have an interest in business-as-usual.

The FAO says that far greater attention must be

paid to these incremental changes. In a submission
to the United Nations Framework Convention on
Climate Change (UNFCCC), it warned: ‘Slow-onset
climate changes are expected to have potentially
catastrophic effects on food production in many
developing countries, particularly between 2050
and 2100.

‘While such changes may be relatively gradual and
occur over the long term, action is urgently needed
now in order to reduce risks ex-ante rather than expost,
particularly through building the resilience of agricultural
production systems.*

The most authoritative assessment of what is likely
to happen to the planet as global warming intensifies
comes in the Fourth Assessment Report of the
Intergovernmental Panel on Climate Change (IPCC).
It suggests that within less than 10 years, in parts of
Africa, farmers who depend on the rain to water their
crops will see yields fall by up to 50 per cent.

‘Agricultural production, including access to food,
in many African countries is predicted to be severely
compromised. This would further adversely affect
food security and exacerbate malnutrition, it warns.
The same report also states that by 2020, climate
change will leave some 75-250 million people in
Africa exposed to increased water stress.®

The report dates back to 2007 and since then,
evidence has emerged that its findings may well
be too conservative.® Some changes, such as the
disappearance of ice cover in the Arctic, are occurring
more quickly than predicted. As the FAO puts it: ‘the
future is arriving earlier than expected.”

The IPCC report highlights Africa as one of the
regions that is likely to be particularly badly affected
by climate change, because of its limited capacity to
adapt to the changes and because of the nature of
the changes expected.® Some 2 million people already
die there each year as a result of malnutrition.®

However, it also forecasts problems with food
production in other parts of the developing world.

In Latin America, ‘productivity of some important
crops is projected to decrease and livestock
productivity to decline, with adverse consequences
for food security, it says.™

In addition: ‘Changes in precipitation patterns
and the disappearance of glaciers are projected
to significantly affect water availability for human
consumption, agriculture and energy generation.™

In relation to Asia, the IPCC says that by the 2050s,
the availability of fresh water in central, south, east
and southeast Asia is projected to fall, while some
heavily populated coastal regions will be at risk due
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The degree of temperature rise in lower latitude

areas that could damage crop yields

to flooding from the sea and in some cases rivers."?

It can't be more precise about what is going to happen
because of unknowns, such as what the human race
plans to do to protect itself. Will future generations
grasp the nettle and take the kind of measures
necessary to tackle global warming, or will matters

be allowed to deteriorate further? And if so, how fast
will that deterioration accelerate?

At a global level, if the average temperature rise
remains below 3°C, then food production is ‘likely’
to increase but if it goes beyond that, then it is ‘very
likely to decrease’.™

Not all regions will be affected in the same way,
however — there will be winners and losers. In cooler,
more northerly parts of the world, local temperature
increases of up to 3°C are expected to make crops
produce slightly more food, according to the IPCC.™
However, in lower latitudes, which are already
relatively warm, even local temperature increases
of 1°-2°C are projected to damage crop yields,

‘which would increase the risk of hunger’, it notes.

To put such temperature increases into context, the
UK Met Office predicts that if the world continues with
‘business-as-usual’ and fails to curb emissions, then
by 2100 the temperature rise will be more than 5°C."™

Globally, the average temperature rise has been
0.74°C since the beginning of the 20th century, and
Christian Aid supports calls for measures to be taken
to limit the total to less than 1.5°C. Only then will
a measure of protection be afforded to places at
particular risk such as small island states and some of
the world’s least developed countries.

But holding temperatures at that level will be
an enormous challenge. So far, rich countries, with
historic responsibility for the carbon emissions that
have precipitated global warming, have failed to take
the actions needed to keep the rise below 2°C.

The WFP is in no doubt about what lies ahead: 'The
global climate is changing. Humanitarian organisations
must now meet new and increasing challenges to
continue their life-saving work, it says.

‘The number of climate-related natural disasters
has doubled over the last 10 years — and scientists
predict in the coming decades that there will be
more frequent and more severe disasters due to
changes in world weather patterns.

‘Climate change also threatens to significantly
increase hunger and malnutrition worldwide. Many
of the communities that will bear the most serious
consequences are already vulnerable and suffering
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from hunger, under-nutrition and food insecurity.

Higher food prices will compound the problems.
An analysis by the IFPRI suggests that wheat and
rice prices will rise in real terms by about 50 per cent
between 2010 and 2050, while those of maize will
double.” In its most ‘pessimistic’ scenarios, wheat
rises by 60 per cent, rice prices closer to 80 per cent,
and maize by 110 per cent.

"World prices are a useful single indicator of the
future of agriculture, it says. ‘Rising prices signal the
existence of imbalances in supply’ and demand and
growing resource scarcity, driven by demand factors
such as growing population and income or supply factors
such as reduced productivity due to climate change.

‘This analysis suggests that unlike the 20th century,
when real agricultural prices declined, the first half
of the 21st century is likely to see increases in real
agricultural prices!

A separate IFPRI study shows the anticipated cost
of these price increases — less food for each person,
and millions more malnourished children.'®

With climate change, the number of calories
available to each person is likely to fall by 10 per cent
below levels in 2000. That may not sound much, until
the narrowness of the margin between enough and too
little in developing countries is considered. The number

limit temperature
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A 1°Crise in average temperature will
reduce yields across two-thirds of Africa’s

Stanford University scientists

of children under five who will be malnourished will be
at least 24 million higher in 2050 than would be the case
in a world with an unchanged climate.™

Another concern about the effects of climate change
on food production is that however much the global
average temperature rises, during the growing season it
will be even higher. This is especially alarming for already
very hot regions such as the Sahel in northwest Africa.

‘Such heat will compound food insecurity caused
by variable rainfall in the region, warned scientists
from Stanford University and the University of
Washington, Seattle, who used temperature records
and climate models to study how growing season
temperatures around the world are likely to change.?°

‘Even today, temperatures in the Sahel can be so
high that the rain evaporates before it hits the ground.
New bounds of heat stress will make the region’s
population far more vulnerable to poverty and hunger
related deaths and will likely drive many people out
of agriculture altogether, thus expanding migrant and
refugee populations.?’

A later Stanford University study predicts that a
1°C rise in average temperature will reduce yields
across two-thirds of Africa’s maize-growing areas,
even without a drought.

The figures could be skewed because plants used
in crop trials tend to be well fertilised, and are thus
more susceptible to heat damage. However, the
results accorded with those of a previous trial based

maize-growing areas, even without a drought

Kenya: Kadija Omar’s goat died just over an hour ago.
She has now given up her pastoral way of life. ‘Life
of the pastoralist is over. | have nothing to go back to.

on actual harvest data that predicted yield losses
of 20 per cent or more for African maize by the middle
of the century.?

Not every change in climate can be attributed to
manmade global warning. Disentangling the effects
of long-term "natural’ climatic variations from those

of human-induced climate change in particular regions
is extremely difficult and often impossible.

But some phenomena are so at odds with historical
patterns that they are thought likely to be due, at least
in part, to ‘anthropogenic’ activity.

Examples include heavy rainfall in parts of the
northern hemisphere, shrinking glaciers, and
rising temperatures across every continent except
Antarctica since the mid-20th century.?®

Around the world, there has been an increase
in the most severe tropical cyclones, which have
destroyed crops and houses and killed and injured
people and livestock. According to the IPCC, ‘it is
more likely than not that anthropogenic influence’
was a contributory factor.?*

Climate change is causing the sea level to rise.

In Bangladesh, this is one of the reasons why
ground water is becoming salty, with a significant
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The proportion of greenhouse gas emissions

by humans attributable to agriculture

area of the country already affected.

'Out of 2.85 million hectares of the coastal and
offshore areas, about 1.2 million hectares of arable
land are affected by varying degrees of soil salinity, the
government of Bangladesh has told the UNFCCC.?®

The salinity is forcing women to travel further and
further in search of fresh water for their families. It is
also damaging the quantity and quality of many crop
yields and killing fruit trees.?®

Another impact of climate change — glacial melt —
is affecting people in the district of Paras, Ayacucho,
in the Peruvian Andes, one of the poorest regions
in the country.

Local people survive on small-scale farming and
face a dwindling supply of water for crops, pastureland
and cows — and the prospect of eventually being
forced off their land and in to the cities, when the
water runs out.?’

But then the cities will also be hit, for they too rely
in part on glacial melt for their water.

Across the world, farmers themselves are responding
to change with a variety of coping strategies.

Christian Aid partner organisations, for instance,
support farmers in growing different varieties of
crops in response to the changing length of the
rainy season, including some traditional kinds that
had been abandoned.

They also help advise on the revival and
improvement of traditional planting methods to
minimise the amount of water needed.

Community seed banks are being built up, along
with stores of seeds and staple foods for use after
hurricanes, and walls and dams are erected to trap
the rainwater that does fall and prevent soil erosion.

Such adaptations can significantly improve farmers’
yields, boosting their families’ nutrition and finances.
However, they often require outside support in the form
of expert advice, equipment, materials and money.

The total cost of adapting poor countries’ agriculture
to climate change, it has been estimated, will be
between US$2.5bn and US$7bn a year over the next
few decades.?®

But according to the FAO, even this sum would be
too little to prevent serious damage, unless there is
prior investment aimed at meeting MDG 1 of halving
the number of people suffering hunger by 2015.2°

The cost of adaptation has to be weighed against
its benefits, for instance, significant reductions in
the crop-yield losses that climate change will cause.
One recent study in Malawi suggests that spending

on poor farmers’ resilience to disasters and adaptation
to climate change is extremely good value for money.

Researchers examined 53 farming villages and
found that for every US$1 spent on projects such
as flood management, soil and water conservation
and the creation of grain banks, there were net
benefits to the community of at least US$24.3°

Complicating matters further is the fact that
agriculture itself is a major source of the greenhouse
gases that cause global warming, contributing each
year some 10-14 per cent of all human emissions —
and considerably more if the deforestation it drives
is included.®

However, there is considerable scope, as shown
in the chapter on sustainable solutions, for agriculture
to develop in a sustainable fashion that contributes
to farmers’ food security with minimal greenhouse
gas emissions.

This mitigation, however, also requires funding.

In 2007, the UNFCC estimated that in developing
countries, mitigation in the agricultural sector would
cost an additional US$12.25bn-14bn a year. Once
again, however, the FAO suggests the cost may

be higher than this.3?

All of this needs paying for, which raises all-too-
familiar questions of who is responsible for producing
the money and on which sources they should draw.

One answer being promoted by the World Bank is
to bring farmland into the carbon market, for use as
a store of carbon. Last November, the Bank cited the
Kenya Agricultural Carbon Project — which involves
45,000 hectares of land — as an early example of how
land can become both more productive and also a
store for carbon that would otherwise be released
into the atmosphere.®

Christian Aid and a number of other NGOs regard
this as a false solution. One fear is that small farmers
will lose their land as a result of more powerful interests
grabbing it for use as a carbon store and therefore
a source of saleable carbon credits. This is not least
because of lack of farmers’ formal titles to the land they
use (see the chapter on land grabs) and because of the
difficulties they face in supplying the technical data
needed to qualify their land for inclusion in large-scale
carbon markets.

Wider concerns about carbon markets also apply —
for instance, that they help rich countries to meet their
own targets for emissions cuts, while increasing the
extent of the cuts that poor countries ultimately have to
make in order to contain the global temperature rise.

Christian Aid’s answer to such questions is based on
the Greenhouse Development Rights framework, which
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it helped draw up, that says countries’ responsibility for
paying the cost of climate change should be calculated
according to their historical responsibility for the crisis
and also their financial capacity.®*

Potential sources of funding for developing countries
to adapt farming to climate change while mitigating
its contributions to the crisis go beyond the scope of
this report.

However, Christian Aid strongly favours public
funding by rich countries, because of their overwhelming
responsibility for causing climate change and because
developing countries need substantial, predictable
financing for both adaptation and mitigation.

One innovative suggestion for raising the
money, by the South Centre, an intergovernmental
organisation of developing countries, is to use some
of the US$375bn plus that OECD countries currently
spend each year on subsidies for their own farmers.3®

The costs of inaction
vastly outweigh those
of cutting global emissions

What is overwhelmingly clear is that, as Lord Stern
pointed out in his review of the economics of climate
change, doing nothing is not an option.*® The costs
of inaction vastly outweigh those of cutting global
emissions and will fall first and worst on poor people
who are least to blame for the crisis. Adaptation is
also vital, in order to cope with impacts of climate
change, which are already unavoidable.

Farmer Silus Katiku irrigates 20 acres of land thanks to a sand dam built by a Christian Aid
partner. He grows melons, sweet potatoes, pigeon peas and kale.
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Case study

India

A new farming revolution

On India’s drought-prone Deccan plateau, dalit women harvest linseed — one of a number

of crops they cultivate collectively

n a hunger-prone Indian state

—where not too long ago a

stampede of farmers at a

subsidised seed distribution
point became so frenzied that police
opened fire — a quiet revolution is
taking place.

It not only ensures there is food
all year round for the community
involved — dalits, a section of society
so marginalised they were once
known as ‘untouchables’ — but also
provides them with power over their
lives, particularly the women, who
have emerged as the driving force
behind the changes.

Several hours’ drive from
Hyderabad, in the state of Andhra
Pradesh, Medak district sits on the
Deccan plateau, a geographical
feature of southern India
characterised by shallow soil, hard,
stony ground and low rainfall.

Medak was once so impoverished
that the late Indian Prime Minister
Indira Gandhi chose it as her
constituency in a key election to
signal her support for the rural
poor in return for theirs.

In recent years, however, it has
become home to the Deccan
Development Society (DDS), a
collective that Christian Aid helps
support, which now covers some
70 villages over a 20-mile radius
with a population of 200,000.

DDS has helped to transform
farming methods; establish a ‘green
school’ to provide youngsters with
both an education and livelihood
skills; train health workers in
traditional medicines and midwifery;
and launch a community radio station
run by women — with agricultural tips
and slots for lost buffaloes and cattle
among its top items.

There is also a DDS-subsidised
food distribution system to help
the very poor. And where once dalit
farmers were forced to depend on
rich landowners for handouts of
seeds in return for work, it is they
who now own the seed banks.

In the nearest town, the presence
of a restaurant claiming to be the
only one in India specialising in
millet dishes hints at what lies
behind the transformation.

Largely eschewing water-
intensive cash crops such as rice
and sugar cane, DDS farmers have
instead reverted to traditional, more
drought-resistant varieties of grain —
millets and sorghum.

These crops — supplemented
by a biodiverse mix that includes
pigeon peas, chick peas, lentils and
amaranth, sun hemp, green gram
and black gram — are key to the way
the area is now able to feed itself.

The collective began life in the
mid-1980s when the term ‘climate
change’ had barely been coined.

It was the brainchild of a group of
urban professionals from Hyderabad
—led by television journalist PV
Satheesh — who were interested

in development, and wanted to

help the poor in the area to help
themselves.

‘This is an extremely harsh land,
not much rainfall, with the kind of
temperatures and soil quality that
make it difficult for people to survive,
says Satheesh today. ‘The rains
used to be regular, but now they are
erratic. Drought is always just around
the corner.

‘Slowly, when we started talking
to people here about the problems
they had and solutions they had
come up with, we became more
and more fascinated about the depth
of people’s knowledge.

Satheesh explains that his group
initially worked only with men, but
became disillusioned. ‘If someone
said they needed 200 rupees then
everyone needed 200 rupees, but
most of what the money went on
was going to the movies or sitting
in a tea shop, he says.

It was only after the group helped
mediate in a government house-
building scheme, and saw the
contribution that women wanted
to make that the group changed
its approach.

‘We saw women begin to
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Eighty per cent of farmer suicides are
related to bore holes — they borrow money

to dig and then within a year it goes dry. They
don’t realise that there is not enough water
underground for everybody

PV Satheesh, Deccan Development Society

participate more, influencing the
design and asking questions about
the materials used.That was the
defining moment, Satheesh says.

‘The women questioned why we
only worked with men and suggested
instead setting up womens’ groups
called sanghams (collectives). For a
year we had a combined one of men
and women, but it was men talking
and women listening. So then we
created women's sanghams and the
benefits soon became apparent.

Under Indira Gandhi, says
Satheesh, a ceiling had been put
on the amount of land the rich could
own, and the rest had to be given to
those in need.The land handed over,
however, tended to be the poorest
and least fertile.

DDS women began transforming
the landscape, using soil from a
reservoir bed and planting a variety
of crops. Within a short time yields
increased from 50kg to as much as
400-600kg.

The woman then mapped land
in their villages that had been left
uncultivated and negotiated with
the owners, offering to make it
productive again for a share of the
produce, which could then be sold,
with the proceeds going back into
the collective.

India’s Public Distribution System
(PDS), which provides subsidised
rice and grain to the poor, had long
before helped speed the demise
of millet and sorghum, which are
coarser grains that need more
preparation.

They are not only drought-
resistant, but also don’t need the
fertiliser required by the hybrid seeds
that the government subsidises.

In addition, sorghum in particular
provides fodder, which means
livestock can also be kept.

DDS has encouraged biodiversity,
suggesting that every farmer plants
diverse crops to be harvested
at different times, ensuring new
supplies of food throughout the year.
Seeds can then be exchanged to help
other farmers diversify.

Today, says Satheesh, 'no one is
hungry, and we have food security,
health security and nutritional
security. Compared to rice, millets
are storehouses of nutrition, [with]
more calcium and more protein.

‘Rice supplied to the people by the
government is, by its own admission,
five to seven years old and grown
with tonnes of chemicals. Our entire
work is organic, and because of
the kind of crops we grow, we can
withstand rainlessness.

He has no doubt that the ‘dry land’
agriculture practised by DDS would
work on a far larger scale.

‘Most farmers are “miragists”
Everyone thinks they will strike water
and it will change their agriculture
and life, he says. ‘Eighty per cent of
farmer suicides are related to bore
holes — they borrow money to dig
and then within a year it goes dry.
They don’t realise that there is not
enough water underground for
everybody.

‘We push them away from that
kind of mirage. If a farmer is dry-land
farming, he is doing a great favour to
the nation. If you want to grow one
kilo of rice, you use 3,000 kilos of
water. Every acre of dry-land farming
saves up to 6 million litres of water
for the nation.

Adding millet and sorghum to the
PDS would, he believes, galvanise
commercial growing.

‘When climate change deepens,
this will be a cutting-edge solution,
he says. ‘All those crops requiring
underground water [from bore holes]
will go. If the temperature rise goes
up to 2[°C], the entire wheat belt
will disappear.’

He noted that it was easy to be
daunted by the sheer number of
mouths to feed. ‘Look at India as
500,000 villages — not 1.2 billion
people. Each of these 500,000
villages can become food self-
sufficient, the way the women of
DDS have made their villages.

The moment you focus on the figure
of 1.2 billion you start having doubits.

‘We have no doubt, however,
the land can support 1.5 billion if
necessary. Anywhere from 20 million
to 110 million hectares lie fallow.

It could all be cultivated.The reason
why they aren’t is because they

are very harsh lands - they break
your heart.

‘But these millions of hectares
could produce food for hundreds of
millions and at least 60 million head
of cattle. And there would be millions
of new livelihoods created.
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Case study

Honduras

Cutting carbon and saving rainforest

Honduras farmers engaged in the age-old ‘slash and burn’ method of clearing agricultural
land. Alternative, environmentally friendly ways of land clearance are gaining ground

or millions of people around
the world, it is not just
fluctuating prices in the
market that threaten their
ability to obtain enough nutritious
food, but the diminishing fertility of
the scrap of land they have to farm.

In poor, rural communities,
people have been preparing land
for cultivation in the same way for
centuries. But the method used
destroys the soil’s fertility in as little
as two years.

To clear the land for crops,
farmers chop down vegetation and
once it dries, burn the dead foliage.
It's estimated that this traditional
‘slash and burn’ technique could,
internationally, release as much as
240 million tonnes of carbon into the
atmosphere each year —about a third
of the amount emitted annually as
a result of global air travel."

Trees draw water from the ground
up through their roots and release
most of it back into the atmosphere
through their leaves.? When they
are cut down, the local water cycle is
dangerously disrupted: more rainfall
runs off down the mountains, while

less water is absorbed and rereleased
into the atmosphere to fall again as
rain.® Ultimately, this means that
deforestation contributes to drought.*

On top of its wider environmental
impact, ‘slash and burn’ also leaves
the land unprotected against the
elements. Rain washes away
topsoil and nitrogen is leached out,
diminishing the land’s fertility and
leaving it useless for several years.

Furthermore, what seems, at first
glance, a quick and easy method of
clearing land actually requires more
labour in the long term, as without
trees to provide shade, weeds
grow quickly and have to be cut
back repeatedly.

But while richer farmers can bear
the cost of some land lying fallow
until it recovers, for others, fresh
territory must be cleared.

In Honduras, however, where
that fresh territory is virgin
rainforest, Christian Aid partner
the Christian Organisation for
Development in Honduras (OCDIH)
has set out to replace the age-old
tradition of clearing land with more
environmentally friendly techniques.

Working with small farmers across
the country, OCDIH is demonstrating
ways to increase productivity of soil,
so land doesn’t have to be cleared.

By planting fast-growing trees
whose roots fix nitrogen into the
soil, and using organic fertiliser,
farmers can produce much more out
of the land by preserving its topsoil.
The tree leaves can also be used as
mulch, releasing nutrients into the
soil, helping preserve the topsoil
and conserving soil moisture.

Along with teaching organic-
farming techniques, OCDIH also
introduces new crops and livestock,
so that people have a better diet all
year round. So far, it has spread the
word to 14,000 people.

Claudia Herrera, Christian Aid’s
programme officer in Honduras,
explains: ‘For poor Hondurans,
the staple diet is maize tortillas and
beans. In the communities where
OCDIH works, more than 60 per cent
of the population are malnourished.®

‘With the help of OCDIH, people
are now planting a much wider
range of crops, including avocados,
oranges and cabbage... as well as
raising chickens and cows.’

Farmer Julio Cesar Chavez has
been working with OCDIH in the
Copan region of Honduras since 2007.
‘The old people taught us to burn to
cultivate, but since we began working
with Christian Aid, we have become
environmental evangelists.
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‘ Those who fail to see that
population growth and

climate change are two sides

of the same coin are either

ignorant or hiding from the

truth. These two huge

environmental problems are

inseparable and to discuss

one while ignoring the other

is irrational

Gaia scientist Dr James Lovelock’
‘ People who claim that
population growth is the
big environmental issue are
shifting the blame from the rich
to the poor... It's time we had
the guts to name the problem.
It's not sex; it's money. It's not
the poor; it’s the rich

George Monbiot, environmentalist and writer?
‘ The characterisation of
people concerned about
population as elitist, uncaring
monomaniacs demeans those
who use such rhetorical devices
to exercise their own dim
prejudices about population
—such as George Monbiot

Sustainable development commentator Jonathon Porritt®

These three quotations come from public figures
who might generally be assumed to be on the same
side — at least in the sense of being broadly identified
as respected environmentalists sharing a profound
concern about the future of the planet.

And yet their combative tone highlights the emotive
nature of the population issue. Are those who see a
threat in population growth speaking from a privileged
‘rich country’ viewpoint, for it is in poor countries that
the growth will occur? And are those who maintain
that it is not population but the consumption patterns
of richer societies that is the problem wilfully blind
to the real issue?

The strident nature of the debate makes it all
the more important to tread a careful path, treating
arguments with respect and refraining from imputing
bad motives, while at the same time seeking clarity.
What is at stake — eradicating human hunger and
ensuring survival — is too important to do otherwise.

In fact, there is broad consensus around two key
points. First, not only are today’s consumption patterns
grossly unequal between rich and poor, but the overall
rate of consumption of the planet’s limited resources
(from water and land to the 'space’ for greenhouse gas
emissions) is unsustainable. Without changes, we are
actively undermining future generations’ prospects
of a good life.

The second area of agreement is that the changes
happening now are in the wrong direction. The
population is growing, implying more people are
consuming. And the evidence is that consumption
patterns are unsustainable. Economic growth is
allowing more people to adopt the damaging lifestyles
that the world’s richest countries, including the UK,
have historically monopolised.

Separating the various elements of this problem
allows each to be seen in context and its particular
scale and urgency appreciated. To give just one
example, Professor David Satterthwaite of the IIED
has examined the respective patterns of growth
in population and in carbon dioxide emissions.

As the illustration opposite indicates, nations with
among the slowest population-growth rates had
among the fastest growth rates in CO, emissions,
while nations with among the fastest population-
growth rates had among the slowest increases
in CO, emissions.

‘The countries with low population growth and
high CO, emissions growth are mostly high-income
or uppermiddle-income nations, most are in Europe
or Asia, and all had very considerable economic
success in the period 1980-2005; the high population
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growth, low emissions growth countries are generally ~ the number of consumers (and their consumption

low-income nations mostly in sub-Saharan Africa, and levels) that drives increases in GHG [greenhouse gas

many had little economic success during the period emissions], not the number of people...”*

in question. The challenge, then, is to understand the relative role
‘Clearly, any consideration of changes in a nation's of consumption patterns, economic growth, population

CO, emissions in the last few decades cannot be growth and their interactions, not only for CO,

separated from a consideration of economic changes emissions but across the whole range of environmental

that include the extent (or not) of economic growth impacts, and from there to begin to plot out a path

and the sectors where this growth took place, as towards sustainable development —a path that is

well as changes in incomes and how these were consistent with poverty eradication over the long term.

distributed within the national population... itis
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‘ By 2050 the world’s
population will reach
9.1 billion, 34 per cent higher
than today. Nearly all of this
population increase will occur
in developing countries.
Urbanisation will continue at
an accelerated pace, and about
70 per cent of the world’s
population will live in cities,
compared to 49 per cent today.
In order to feed this larger,
more urban and richer
population, food production
must increase by 70 per cent

How to Feed the World in 2050, FAO

The policy challenge

Experts from around the world were invited to Rome
in 2009 to discuss arguably one of the most important
questions facing humanity over the next 40 years:

will the world be able to produce enough food to feed
a growing population, or will hunger become even
more widespread than it is now?

The challenge facing humanity was starkly outlined
in the opening words, above, of the report prepared
for the occasion by the hosts, the FAO.

The meeting was prompted by the sharp increases
in food prices that had occurred in global markets the
previous year, the international financial crisis and its
fallout, and the fact that the number of people going
malnourished and hungry worldwide was on the rise.

It came at a time when governments and
academics were ringing alarm bells over the
sustainability of rich people’'s consumption patterns
come the mid-21st century.

The meeting was followed a month later by a
summit of world leaders that pledged to increase
substantially aid to agriculture in developing countries,
but failed to come up with the specific funds the UN
had hoped for.®

A further wake-up call came earlier this year with
the publication of The Future of Food and Farming:
Challenges and choices for global sustainability,

a report sponsored by the UK government.®

It states: ‘There is urgency in taking what may
be very difficult policy decisions today relating to
the diverse challenges facing the global food system,
and also to address the present levels of hunger —
925 million people... and perhaps a further billion
lack[ing] sufficient micronutrients.

‘It is imperative that the need for rapid action is
realised by all concerned... those suffering or at risk
from hunger generally have the least influence on
decision-making in the food system!

Today, food-price rises are back, the global financial
crisis and its fallout are still with us, and the challenges
we face just keep mounting.

The first is political: how do we ensure that
everyone — including people living in poverty — gets the
food they need, both now and in the future? Producing
enough to feed the planet, as we do now, does not in
itself prevent hunger.

As Nobel Prize-winning economist Amartya Sen has
argued, the economic, social and political arrangements
that influence people’s ability to acquire the food they
need are also critical.”

The second challenge is scientific: how do we
produce sufficient food to feed the 9 billion there
will be of us by 2050 without destroying the natural
environment on which we all ultimately depend?

The third challenge is ultimately a moral one.

Are the well-off, whose numbers are increasing as
the middle classes in emerging economies grow in
number, capable of adopting diets — never mind entire
lifestyles — that are environmentally sustainable?

We can’t carry on like this

The way we feed ourselves now has a dramatic
impact on our natural environment. According to the
World Resources Institute, humans have taken up
one-quarter of the land area of the entire world with
croplands and managed pasture, and displaced one-
third of temperate and tropical forests and one-quarter
of all natural grasslands to make way for agriculture.®

In all, humans have monopolised some 40 per
cent of the world's land area. Less than one-quarter,
primarily in the polar regions and the deserts, remains
intact. And as we move towards 2050, the amount
of usable land may become less useful through
desertification and urban sprawl.

According to some experts, today’s agriculture is
severely undermining our chances of being able to
feed ourselves in future. ‘Agriculture is the main driver
of most ecological problems on the planet, Jeffrey
Sachs, economist, Scientific American columnist and
Earth Institute director, told a symposium in 2009
on the mounting challenge of feeding the world.®

Ecologist Jonathan Foley, director of the Institute
on the Environment at the University of Minnesota,
told the same meeting: ‘Agriculture, thanks to
deforestation, nitrous oxide from fields, methane
from cattle and rice paddies, and emissions from
transporting food, is responsible for one-third of global
greenhouse gas emissions from human activity. ™

In addition, agriculture accounts for at least 85 per
cent of human waterconsumption, a growing concern
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The number of ‘planets needed’ for sufficient resources
to keep CO, at safe levels if per capita carbon emissions
of rich countries were duplicated by poorer ones

as aquifers diminish and hydrology changes in the
face of climate change, he added. In addition, humans
now use some 171 million tons of nitrogen as fertiliser
every year, much of which ends up polluting lakes,
rivers, streams and even the ocean.

Similarly, Peter Raven, former President of the
American Association for the Advancement of
Science, states: 'Clearly, the past half century has
been a traumatic one, as the collective impact
of human numbers, affluence (consumption per
individual) and our choices of technology continue
to exploit rapidly an increasing proportion of the
world’s resources at an unsustainable rate.”

‘During a remarkably short period of time, we
have lost a quarter of the world’s topsoil and a fifth
of its agricultural land, altered the composition of
the atmosphere profoundly, and destroyed a major
proportion of our forests and other natural habitats
without replacing them.

‘Worst of all, we have driven the rate of biological
extinction, the permanent loss of species, up several
hundred times beyond its historical levels, and are
threatened with the loss of a majority of all species
by the end of the 21st century!

Another study found agriculture to be so
environmentally damaging — for instance through water
pollution by fertilisers and pesticides, and through soil
fertility loss and erosion — that its impacts ‘may rival
those of climate change over the next half century’.?

A separate report by the United Nations
Environment Programme (UNEP), called the Global
Environment Outlook, involved 1,400 scientists and
took five years to prepare. It, too, warns that human
consumption has already far outstripped available
resources.™

‘Each person on Earth now requires a third more
land to supply his or her needs than the planet can
supply, it says. The fault lay with a failure “to respond
to, or recognise, the magnitude of the challenges
facing the people and the environment of the planet.

‘The systematic destruction of the Earth's natural
and nature-based resources has reached a point
where the economic viability of economies is being
challenged — and where the bill we hand to our children
may prove impossible to pay.

The report’s authors say their objective was ‘not to
present a dark and gloomy scenario, but an urgent call
to action’.

Warning that tackling the problems may affect
the vested interests of powerful groups, they call for
protecting the environment to be moved ‘to the core
of decision-making’.

When it comes to environmental devastation of the
sort outlined in this chapter, some of us bear far more
blame than others.

On the eve of India’s independence, Mahatma Gandhi
was asked whether he thought the country could
follow the British model of industrial development.

He replied: ‘It took Britain half the resources of this
planet to achieve its prosperity. How many planets
will India require for development?’™

His comment underlined how rich countries have
already taken a disproportionate share of the earth’s
natural resources in the course of their development.
And it highlighted the impossibility of developing
countries taking the same profligate path.

Decades later, Gandhi’s 'how many planets?’
question is more urgent than ever.

When the UNDP asked the same thing, this time
in relation to carbon emissions, the answer was that
if the per capita carbon emissions of rich countries
were duplicated by poorer ones, then we would need
six planets to keep carbon dioxide at a safe level. If
everyone emitted at the same level as people in the
US and Canada, then we would need nine planets.

Similar ‘striking imbalances’ were discovered
when the environmental damage done by rich, poor
and medium-income countries — for instance to the
climate, the ozone layer and forests — between 1961
and 2000, was analysed.

‘Climate change and ozone depletion impacts
predicted for low-income nations have been
overwhelmingly driven by emissions from the other
two groups [rich and medium-income countries],

a pattern also observed for overfishing damages
indirectly driven by the consumption of fishery
products, said recent research published in the journal
Proceedings of the National Academy of Scientists.®
‘Indeed, through disproportionate emissions of
greenhouse gases alone, the rich group [of countries]
may have imposed climate damages on the poor
group greater than the latter’s current foreign debt.
Our analysis provides prima facie evidence for an
uneven distribution pattern of damages across
income groups.

Until now, when anyone has asked how many people
the planet can sustain, and how best we can do it,
the reply has often been: stop breeding.

With hunger always most manifest in poor and
marginalised communities, where families also tend
to be larger, the message has been implicit — it is people
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living in poverty who should stop having so many babies.

Stanford University population biologist Paul
Ehrlich, in his book The Population Bomb, published
in 1968, predicted: ‘Hundreds of millions of
people are going to starve to death. The cancer of
population growth... must be cut out, he stormed,
‘by compulsion if voluntary methods fail’

Such alarm had first been raised nearly 200 years
earlier when the scholar and economist the Reverend
Thomas Malthus concluded in An Essay on the
Principle of Population that "the power of population
is indefinitely greater than the power in the earth to
produce subsistence for man’

He set out a general law of population: that it
necessarily grows faster than the food supply,
until war, disease, and famine arrive to reduce the
number of people. As it turned out, the last plagues
great enough to put a dent in global population had
already happened by the time Malthus wrote. World
population hasn't fallen since the Black Death of the
14th century.

Today, our numbers are growing by about 80
million each year and both Malthus's balancing act and
Ehrlich's apocalyptic vision have yet to come about, on
a global scale at least, although the evidence is that we
have already moved beyond sensible limits to natural
resource exploitation.

Down the centuries our growth has been
accompanied by new ways of feeding ourselves
that have been more efficient — in the short term at
least — from the discovery of crops such as corn and
the potato in the New World, to the development of
chemical fertilisers.

The "green revolution’ of the last century, courtesy
of the advent of high-yield seeds, irrigation, pesticides,
and fertilisers, boosted grain production in the areas it
was implemented, bringing relief from hunger to large
areas of Asia in particular.

The subsequent soil degradation, however, linked
to the intensive practices it employed and water
resource depletion, raises major questions about the
longerterm sustainability of the techniques used.

The installation of sewers and recognition of the
importance of clean water, meanwhile, meant that
in many major cities, disease ceased to cut large
swathes through the population.

Better nutrition and sanitation, along with the
invention of vaccines and antibiotics, doubled life
expectancy in richer countries, from 35 years to
77 today.

With the help of agencies such as the World Health
Organization (WHO) and UNICEF, life expectancy also

went up across the developing world. In India today it
has risen to 64, from 38 in 1952, while over the same
period in China it has gone up from 41 to 73.

Millions of people in developing countries who
would at one time have died in childhood have
survived to have children themselves, proving the
merchants of doom wrong in the process, at least
for the time being.

For many, better health has come with prosperity
undreamt of by their forebears. And with that prosperity
has come a taste for richer and more refined foods —
aided and abetted by companies persuading us that we
have an everexpanding array of ‘needs.

Ironically, people’s desire for a tasty, varied diet,
replete with meat and dairy products and blemish-free
exotic fruit and vegetables, is now one of the threats
to the planet’s ability to support everyone.

Current consumption patterns by those with
money to spare are unsustainable, a situation steadily
worsening as more and more people in emerging
economies join the middle classes and live the sort
of lifestyles that we in the rich world take for granted.

A snapshot of world consumption was published
in January this year in a report by the UK government’s
Department for Business, Innovation and Science's
Foresight Project on Global Food and Farming Futures.®

Called Trends in Food Demand and Production,
it states: ‘Increasing affluence in low-income countries
and emerging economies will drive demand even
higher, leading to changes in both the calorific quantity
and composition of the diet.

‘Some of these changes in demand will amplify
the impact of increasing population growth and drive
demand for food higher still!

The report shows how patterns of food
consumption have changed substantially in high-
income, and, increasingly, in emerging, economies
in recent decades, driven by diverse factors such as
convenience foods, smaller households, and changes
in supply chains and retailing.

It notes: ‘Much less food is purchased in raw form;
more is portioned, prepared and packaged, increasingly
for simple and rapid cooking, from package to plate.

‘These changes have been brought about through
demographic, employment and income shifts,
and increasingly sophisticated product and brand
development and promotion, with a greater focus on
food engineering, visual and flavour enhancement
and other means of creating desirable and addictive
consumption experiences.
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The increase in soybean production required
in 2050 to meet rising demand for animal feed

Meat consumption increases since 1981
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These changes in diet are driving a shift towards
processed, highervalue foods that are often of lower
nutritional value, and towards livestock products,
the rearing of which has absorbed far more calories
in animal feed than is then passed on to the human
consumer in the animal’s meat.

According to FAO 2009 statistics, there is a strong
correlation between rising gross national income in
emerging economies, and their growing desire to eat
meat. Overall, the tastes of the new urban middle
classes are distinctly carnivorous.™

Meat consumption has been rising steadily for years,
increasing since 1961 by 74 per cent. Much of this has
been in Asia, particularly China, where the increase has
been 13-fold. In Brazil, the rise is three-fold.

The rise is not as marked in India where vegetarianism
has cultural and religious significance. Even there,
however, Ashok Gulati, chairman of the Indian
government’'s Commission for Agricultural Costs and
Prices, said in March: ‘The exploding middle class is
increasingly eating fruit and vegetables, milk, eggs,
meat and fish...’

Meat consumption in Africa, meanwhile, remains
almost static, although the middle class there is
now growing.'®

Brazil:
3-fold
increase

China:
13-fold
increase

FAO projection

Based on projections published by, but not
necessarily endorsed by, the FAO, meat consumption
is expected to rise yet further from a global average
of 37kg per person per year at present to 52kg
in 2050.

To meet this demand, annual meat production
will need to rise more than 200 million tonnes to
470 million tonnes, and there would also have to
be substantial increases in the production of ‘animal
concentrate feeds'.

For example, some 80 per cent of the additional
480 million tonnes of maize produced annually
by 2050 would be for animal feed, and soybean
production would need to increase by 140 per cent
to 515 million tonnes in 2050 for the same reason.

In addition to this, the global cattle population may
have to increase from 1.5 billion to 2.6 billion between
2000 and 2050, and the global goat and sheep
population from 1.7 billion to 2.7 billion.

As a result, grazing intensity is projected to
increase, resulting in considerable intensification
of livestock production in the humid and sub-humid
grazing systems of the world, particularly in Latin
America and the Caribbean.

Such an expansion will result in a move from
smallholder mixed farms towards large-scale,
specialised industrial production systems, according
to the Foresight Project’s report.?°

It also says, however, that although livestock
production can be good for local farming communities,
particularly in poor countries, with the animals feeding
on crop wastes and providing animal dung for fertiliser,
building construction and an energy source for
cooking, the area of land required to support intensive
grazing of animals can be substantial if the quality of
the vegetation is low. Stocking densities that are too
high can rapidly result in ecosystem degradation and
desertification in arid regions.?'

According to the FAQ, it takes 1,000-2,000 litres of
water to produce just one kilo of wheat, and 13,000-
15,000 litres to produce one kilo of grain-fed beef.??

All that, of course, will be a long way from the sight
of the new, urban middle classes wanting their share
of the good life. For that is where most of the world's
population will live — the big city, a long way from
where food is produced.

‘All of the growth in the world’s population will take
place in urban areas, says the FAO. ‘By 2050 more
than 70 per cent of the world’s population is expected
to be urban, [and] urbanisation will bring with it
changes in lifestyles and consumption patterns.?
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The proportion of the world's population living

in cities in 2050
FAO projection

To summarise, it seems that the planet is already
failing to cope with the environmental damage
inflicted by humans, disproportionate amounts of
which are done by the rich minority and suffered by
the poor majority.

The addition of more people living western lifestyles
can only make things more unsustainable —and hasten
the arrival of yet more terrible consequences which, as
now, will fall disproportionately on people living in poverty.

In an increasingly crowded, globalised and
environmentally exhausted world, however, it seems
likely that rich countries will find it increasingly difficult
to insulate themselves from the damage they cause and
the suffering that comes with today’s deep inequalities.

Will we and our political leaders be capable
of acting on this —a moral challenge and a threat
to our futures — or will we choose to ignore such
uncomfortable problems until it is too late?

The outlook appears unremittingly bleak, but
according to both the FAO's How to Feed the World in
2050, and the UK-government-supported The Future of
Food and Farming report, the end of the world does not
have to be nigh.

The FAO report says there was consensus among
experts who attended its conference that it would be
possible to produce enough food in 2050 to meet the
needs of 9 billion people, but that certain conditions
had to be met and policy decisions taken.?

Two conditions were essential. One is increased
investment in research and development for sustained
productivity growth, reforms, a focus on environmental
services and sustainable resource management.

The other is to ensure that policies don't simply
focus on supply growth, ‘but also on access of the
world’s poor and hungry to the food they need to live
active and healthy lives'.

Ensuring food security, it says, would be closely
tied to improved stewardship of natural resources
as ‘'major reforms and investments are needed in all
regions to cope with rising scarcity and degradation
of land, water and biodiversity and with the added
pressures resulting from rising incomes, climate
change and energy demands.

The Future of Food and Farming report, meanwhile,
states: ‘Although the challenges are enormous there
are real grounds for optimism. It is now possible to
anticipate a time when global population numbers
cease to rise; the natural and social sciences continue
to provide new knowledge and understanding; and
there is growing consensus that global poverty is
unacceptable and has to be ended.?®

The sentiment echoes a paper published by
the American Association for the Advancement of
Science. Like all the others mentioned, it goes into
great detail about possible solutions to constrain
and direct human impact on the environment, and
concludes: “There is no simple solution to sustainably
feeding 9 billion people, especially as many become
increasingly better off and converge on rich-country
consumption patterns.

‘We must avoid the temptation to further sacrifice
Earth's already hugely depleted biodiversity for easy
gains in food production, not only because biodiversity
provides many of the public goods on which mankind
relies but also because we do not have the right
to deprive future generations of its economic and
cultural benefits.

‘[These challenges] will require a revolution in
the social and natural sciences concerned with
food production, as well as a breaking down of
barriers between fields. The goal is no longer
simply to maximise productivity, but to optimise
across a far more complex landscape of production,
environmental, and social justice outcomes.?¢

Christian Aid is often asked where it stands in
the population debate. In brief, we wholly reject
any approach that involves coercing couples

to have fewer children than they want. We
believe that women and men should have an
effective choice over the number and timing of
their children, which millions currently do not.
Pre-requisites for such choice include access to
contraception and wider reproductive healthcare,
including healthcare for women during pregnancy
and childbirth, as well as women's access to
secondary education and protection of their

right to control their own bodies.
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Predicted fall in cereal yields in south Asia by
the middle of the century due to climate change

A recent 14-page supplement on food security in

the British magazine The Economist includes a bald
assertion. The reaction against intensive farming is, it
says, ‘a luxury of the rich'.!

“Traditional and organic farming could feed
Europeans and Americans well, it adds. ‘It cannot feed
the world!

This argument has long been used by major food
producers to justify the scale of their operations,
which have left large swathes of land degraded and
underproductive while adding hugely to humankind'’s
carbon footprint.

However, an increasing number of agencies have
recently begun to re-examine the contribution small
farmers could make, with the right support, to the
food security of their countries.

Marginalised farmers have long been locked in a
cycle of low productivity. Constraints, including lack
of assets, weak market power, and the fact that the
benefits of rising prices are too often captured by
those higher up the market chain, make it difficult for
them to respond to the opportunity of higher food
prices by increasing production.

Climate change now poses a major threat to the
amount they can produce, with predictions that 29
African countries could face a loss of around 35 million
tonnes in potential cereal production, while cereal
yields in south Asia could fall by up to 30 per cent by
the middle of the century.?

As seen elsewhere in this report, land degradation
and water depletion pose major threats to people's
ability to produce nutritious food, while increases in
the price of oil have had a major knock-on effect on the
cost of a key ‘input’ — fertiliser. Early in 2008, some
were 160 per cent more expensive than in the same
period the previous year.®

Most small farmers have to buy food for their own
consumption anyway, not least because, in recent
years, governments, donors and international financial
institutions have cut investment in food production in
developing countries.

Some too have found themselves forced off the
land to make way for cash crops for export (see
the chapter on land grabs, p39). Too frequently, the
necessary balance between ensuring public food
supplies and pursuing private wealth has not been
properly struck, leaving much of the population,
including farmers, having to rely on imported foods
especially in times of shortage.

The scale of disinvestment has been acute. As long
ago as 2002, Andrew Natsios, a former director of
USAID, said agriculture had "basically been de-funded’

by all donor agencies and all of the international banks
in what was ‘perhaps the most devastating mistake
made by the northern countries and the international
financial institutions in the past 15 years'.*

In Africa, for example, overall donor funding for the
sector has halved since the early 1980s, while overall
development aid to the continent increased by 250
per cent.®

African governments have equally neglected the
sector, with average spending on agriculture for
31 African countries in 2003 at 5.6 per cent of total
budgets.® Even in Asia — where the Green Revolution
was underpinned by strong state investment — average
spending fell from 8.5 per cent of total budgets in 1990
to about 4 per cent in 2008.

Today, as a result of record food prices and
persistent chronic hunger, donors are beginning
to think again.

Recent research demonstrates that agricultural
growth is twice as effective in reducing rural poverty
as growth in other sectors. The World Bank recognises
this, stating in its World Development Report 2008 that,
after a lull of 25 years, ‘it is time to place agriculture
afresh at the centre of the development agenda.”

The question is: what kind of agriculture should be
encouraged and supported? What kind of agriculture
can address poverty and hunger in a world that faces
the challenges that confront our planet at present?

Based on growing evidence, Christian Aid argues
that there needs to be a shift away from the existing
focus of governments and donors on agriculture that
relies upon costly chemicals and seed technologies.

The need for such a rethink in terms of how we
produce our food was highlighted by the International
Assessment of Agricultural Knowledge, Science and
Technology for Development (IAASTD), which carried
out an exhaustive survey of global agriculture several
years ago.®

Sharply critical of the way agricultural development
had ignored important social and environmental goals,
it listed many of the downsides of the current means
of food production, which rely on the intensive use
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Market gardening in Zimbabwe - using conservation
agricultural techniques helps ensure sustainability

of external ‘inputs’ such as fertilisers, pesticides and
modern varieties of seeds, often in combination with
monocropping systems.

Monocropping reduces biodiversity to the extent
that it can eradicate local species of plants, while
modern seed varieties are often designed to need
specific, expensive fertilisers.

The authors, among them some of the world’s
foremost experts on agriculture, called for more
attention to be paid to small-scale farmers, and
recommended the implementation of sustainable
agricultural practices, including natural processes,
such as crop rotation, and organic fertilisers.

They are not alone in their views. A 2008 report
by two UN agencies, UNEP and the United Nations
Conference onTrade and Development (UNCTAD),
also argued that: ‘Organic agriculture can increase
agricultural productivity and raise incomes with low-
cost, locally available and appropriate technologies,
without causing environmental damage.®

And a recent report by the UN Special Rapporteur

on the Right to Food, which reviewed the kinds

of agriculture needed to realise the right to food,
advocated ‘agroecology’. That is, the application

of ecological science to the study, design and
management of sustainable agricultural systems.™

Instead of seeking to replicate industrial processes
in agriculture, where the focus is on improving seeds
and other necessary materials to produce crops and
other food, agroecology seeks to enhance agricultural
systems through sustainable intensification by
mimicking natural processes.

The IAASTD spelled out what was required:
‘Increased attention needs to be directed towards
new and successful existing approaches to maintain
and restore soil fertility and to maintain sustainable
production through practices such as low input,
resource-conserving technologies based on integrated
management systems and an understanding of
agroecology and soil science (for example, agroforestry,
conservation agriculture, organic agriculture and
permaculture). These technologies minimize the need
for high levels of inputs and are socially appropriate
approaches to small-scale agriculture!

Essex University academics Professor Jules Pretty
and Rachel Hine have defined sustainable agriculture
as a process that 'seeks to make best use of nature’s
goods and services as functional inputs.

‘It does this by integrating natural and regenerative
processes, such as nutrient cycling, nitrogen fixation,
soil regeneration and natural enemies of pests into
food production processes. [And] it minimises the use
of non-renewable inputs (pesticides and fertilizers)
that damage the environment or harm the health of
farmers and consumers."

Crucially, Pretty and Hine then include as a key
component the role that farmers themselves have
to play. Sustainable agriculture, they explain, ‘makes
better use of the knowledge and skills of farmers,
so improving their self-reliance. And it seeks to make
productive use of social capital — people’s capacities
to work together to solve common management
problems, such as pest, watershed, irrigation,
forest and credit management.

Christian Aid shares this view. For agriculture
to be considered sustainable, three important
dimensions — the economic, environmental and
social — must be in balance.

Although it has undoubtedly saved lives, the
current industrial model of agriculture, referred to
in the developing world as the Green Revolution, is
unsustainable because it has not established a proper
balance between these three elements. Production
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Proportion of agricultural research funds devoted to
organic farming approaches in the developing world

has tended to triumph over ecology and social equity.

Through farming that is fully sustainable, in which
the role of the farmer is supported, productivity can
be lifted in the agricultural sectors in Africa and Asia.
High yields can be achieved, resources protected,
and poverty reduced. The community’s ‘social capital’,
meanwhile, will be enhanced.

It is an approach that a number of partner
organisations supported by Christian Aid are helping
farming communities to implement.

Government buy-in to the process is vital. For while
‘agroecology’ itself can greatly strengthen the
contribution smallholders are able to make to food
security, the full potential of such an approach cannot
be realised without fundamental reforms taking place
far beyond the farmstead.

Investment in agriculture needs to be massively
increased, with governments and donors meeting
pledges already made. The direction of this spending,
however, is as important as the quantity and an
increasing proportion should be channelled towards
supporting sustainable approaches, including
assistance to farmers, particularly in the early years
when yields sometimes dip when new approaches
are being adopted.

Research funding also needs reorientating.
Currently, of the overall agricultural research budget in
the developing world, natural resource-related research
only makes up 7-13 per cent, while the FAO estimates
that less than 1 per cent of agricultural research goes
to organic farming approaches.

Governments must make funds and support
available for ‘farmerled’ research and extension
(technical advice) services. This means starting from
small farmers’ own priorities and knowledge, and
finding solutions that fit the realities they face, rather
than imposing ‘top down’ concepts that may be
inappropriate.

Public extension services have been desperately
under-funded and need to be revitalised. In particular,
they need to focus much more on knowledge

dissemination — especially on sustainable agricultural
techniques. Farmers must be at the heart of decision
making, and involved in new experiments and in the
dissemination of findings and new practices.

Fundamental reforms are also needed to give small
farmers tenure and rights over the land, water, forests,
fisheries and other natural resources on which they
rely. For that to happen, governments must implement
a fundamental policy shift that puts the interests of
poor farmers at the heart of food, land, water and
development policy. Insecure land rights are a major
challenge and disincentive to any vulnerable farmer
seeking to make investments in improvements to
farms and farming systems.

Sustainable agriculture, the evidence shows, can
help small farmers to increase production. For them to
turn this into predictable, profitable income, initiatives
are also needed that enable the creation of and access
to markets that return fair prices for producers.

Supply chains to point of sale for farmers’ produce
must also be shortened, as well as strengthened, to
provide them with more options as to how they get
their produce to market. The contracts they enter into
must be enforceable to protect them from richer and
more powerful businessmen, and trade policies must
also be altered to reduce reliance on imported foods.

Support must also be given to farmers’
organisations such as cooperatives that are essential
for success — strengthening farmers’ economies of
scale, their ability to manage contracts, processing
facilities and risks, and their negotiating power.

(See the Nicaragua case study, p92.)

Farmers will also need support in accessing
processing equipment or techniques that will add
value to their produce, through drying or milling for
example. Storage or packing facilities are also required
to enable them to hold back produce at harvest time
when there is a glut. To get to market and obtain a
good price, they may also need support with transport.
Gender inequalities, meanwhile, are a fundamental
barrier to the transformation of agriculture. While the
majority of poor smallholder farmers are women, most
agricultural services are provided by and often for men.
Buyers, seed merchants and fertiliser dealers tend to
be men, and in many contexts this makes it harder
for women farmers to negotiate a fair deal with them.
Customary laws and unequal social norms may
prevent women from owning land or participating
equally in cooperatives, or may push them onto the
lowest quality land. Sexist business practices or
regulations may make it harder for them to access
credit or expose them to harassment.
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Government decisions about agriculture (from the
sites for local irrigation projects to national policy)

are usually made by men, often with little or no
consultation of women farmers. Across all these
political, legal, technical, coommercial and social fronts,
it is essential to identify and counter gender inequalities
and other power imbalances from the outset.

The benefits of better farming techniques, and
more control over land, access to markets, and gender
equality, however, could all be wiped out by natural
disasters or the long-term effects of climate change
on water supplies and growing seasons.

Farmers’ organisations, government agricultural
departments and policy makers must understand and
address such risks.

For example, farmers need accurate, timely
seasonal forecasts to make the right planting
decisions, and early warning systems so that they
can protect themselves against storms or floods.
Communities and governments have to work together
on infrastructure and new techniques to protect crops,
land, water and other resources from risks.

Sustainable agriculture techniques have a
contribution to make, alongside anti-desertification,
flood protection and other measures. In addition,
agriculture and development planning must also
respond to longerterm climate projections and likely
temperatures and water availability. For this to happen,
closer links must be established between smallholders,
climate scientists and agricultural research.

Technique 1: System of rice intensification'

One particularly successful example of a sustainable
production technique is the System of Rice
Intensification (SRI). A new approach, SRl is now in
use in 40 countries around the world and is delivering
major benefits to smallholder farmers.

Farmers transplant rice seedlings at a younger age
and give each plant more space in which to grow in the
field. They use compost, manure and mulch instead
of chemical fertilisers to nourish the soil. Weeds
are controlled mechanically rather than by spraying
herbicides.

Instead of keeping the field permanently flooded,
as is common in rice cultivation, farmers water the
crop at regular intervals, just enough to keep the soil
moist. This water management approach helps with
root development and allows aerobic soil organisms
to develop, increasing soil fertility.

As a result, yields are higher, and water use is
lower. This makes SRI suitable for drought-prone and
low-rainfall areas, although it does require a reliable
system to control the flow of water to the rice field.

Production costs, meanwhile, are on average 20
per cent lower per hectare due to the more limited use
or complete absence of fertilisers, and the rice plants
are sturdier and better able to withstand high winds,
cold spells and drought.

Burkina Faso: new ways of conserving water and improving
soil as taught by Christian Aid partner Reseau MARP
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Technique 2: Zai pit technology

FAQ studies have shown that simple techniques such
as planting, or zai pits (which originated in Burkina Faso
during the 1980s), can produce huge yield increases.™

Zai pits are holes dug close together in crop fields.
Farmers plant seeds appropriate to local conditions in
these pits.

By digging the pits in advance of the rainy season,
they maximise the use of rainfall. Farmers can use
much less fertiliser than on conventional fields, as the
pits allow them to concentrate application around the
plant roots, and minimal tillage helps to reintroduce
soil faunas, such as earthworms and termites, which
build up soil structure and help with water drainage.

InTigray province of Ethiopia and in Mali, farmers
who used zai pits have managed to treble agricultural
yields after just one year.

Technique 3: Integrated, diversified farming system
involving reengineering of farm environment™

This system is common in humid, coastal regions of
south Asia where there are problems of waterlogging

and salinisation. A pond is built on one part of the farm.

The earth from the excavation is used to raise the
level of vegetable and rice plots. The pond provides

a source of irrigation and can be used to raise fish.

In the dry season, vegetables can also be grown on
terraces around the pond. Embankments are created
on which trees, such as banana, coconut, sesbania

and neem, are planted. These trees help to strengthen
the banks and produce fruit, fodder and raw materials
for biological pest sprays. Saline-tolerant local rice
varieties can be grown on any remaining low-lying
plots. Small livestock, for example ducks and chickens,
can be introduced to help fertilise the soil and feed on
pests. Other organic methods of soil fertilisation are
also used, including vermicomposting and the planting
of nitrogen-rich azolla.

Farmers with whom Christian Aid partners are working
have seen marked increases in yields as a result of
adopting sustainable practices, and the yield benefits
have been verified in a wide range of country and
cross-country studies.

For example, in Zimbabwe, Christian Aid partners
Dabane Trust (DT) and Zimbabwe Project Trust (ZimPro)
monitored the progress of 3,300 farming households
that they had supported to introduce ‘conservation
agriculture’.

Conservation agriculture is a resource-saving
approach to agricultural crop production based upon
using minimal or no tillage (including through the
adoption of zai pits), use of cover crops and mulching
to improve soil fertility and water retention, minimal
or no use of agrochemicals and diversification of
crop species.™

Floating nurseries provide a way to grow food despite increasingly severe annual
waterlogging/flooding of fields in the marshy central lowlands of Bangladesh
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The proportion of farmers with 30-50 per cent
yield increases using conservation agriculture

While conservation agriculture is sometimes adopted
with the use of chemical inputs, it is an approach

that can significantly reduce their use. Fertiliser use
can be minimised, because the technique allows for
much smaller amounts than are used in conventional
approaches to be concentrated around the plant roots.
The use of cover crops and mulching to suppress weeds
can reduce herbicide requirements; and natural pest
control methods such as integrated pest management
(IPM) can reduce the need for pesticides.

ZimPro found the majority of farmers practising
conservation agriculture realised significant yield
increases consistently over the three-year period
that they were measured.

During the first year, 70 per cent of farmers realised
yield increases of 30-50 per cent for their sorghum,
millet and maize, while 10 per cent achieved increases
of up to 150 per cent. Farmers saw similar yield gains
in the second and third years of the project. They also
reported improvements to their household food security.

Another survey in Zimbabwe compared
conservation agriculture with conventional farming
practices under high, normal and low rainfall situations
and showed that farmers were achieving yields of
between two to six times those achieved under
conventional agricultural practices while also incurring

reduced financial and labour costs because of the
lower levels of inputs required.®

In Ethiopia, the introduction of composting has
significantly increased yields for smallholders in Tigray
state. A survey was conducted of nearly 1,000 plots in
19 communities from 2000-2006."

In the Philippines, Christian Aid partner the Panay
Rural Development Centre (PRDCI) is working
with farmers on agroecological methods in lloilo
province. Farmers recorded a yield increase for rice
of 1.16 tonnes per hectare in 2003 compared to the
pre-adoption period. The use of synthetic fertilisers
and herbicides has been cut by half, compared to
the pre-intervention period, and insecticide use by
two-thirds, which has also helped to boost farmers’
incomes. PRDCI is a member of a nationwide network
of rural development institutes. Other members have
reported similar yield increases for sugarcane when
organic practices were adopted.'®

Beyond these examples, the evidence that an
agroecological approach can achieve significant yield
benefits is extensive.

Yield comparisons in a single crop are, of course,
only one measure of overall productivity. Sustainable
farming systems also improve production by increasing
the range of crops cultivated and livestock raised.

Philippines: farmer Pamfilo Ochea says his organic vegetables are far bigger and more

healthy than those grown with commercial fertilisers
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In the developing

countries studies, organic
yields were 80 per cent higher
than for crops grown using the
(mainly) low-intensive methods

A 2007 study by a team of US academics, entitled
Organic Agriculture and the Global Food Supply,
compiled data from 293 studies of yields under
organic methods versus those under conventional
or low-intensive methods."

In developing countries, most of the comparisons
were with crops grown using low-intensive, non-Green
Revolution methods. The studies covered a wide range
of crops being grown in many different soil types and
climates, and had been conducted in both developed
and developing countries.

The results clearly showed that yields from organic
production easily surpass yields from low-intensive
production methods in developing countries. In the
developing countries studies, organic yields were 80
per cent higher than for crops grown using the (mainly)
low-intensive methods.

Another influential study assessing the effects for
small farmers of introducing sustainable techniques
was conducted by Pretty and Hine at the University
of Essex in 2001.20

They gathered data from 208 cases in 52 countries.
In the projects and initiatives surveyed, a total of
9 million farmers were shown to be involved in
sustainable farming. Evidence of yield changes did
not exist for all the projects, but for those where
it was available, the benefits were clear — for 4.42
million farmers on 3.58 million hectares, per annum
household food production grew on average by 1.71
tonnes (a 73 per cent increase).

For a separate category of farmers growing root
crops (potatoes, sweet potatoes and cassava) the
production gains were even higher (150 per cent).
Relative yield increases were higher at lower yields,
indicating greater benefits for poor farmers.

Other studies have also found conversion to organic
production in tropical Africa has been associated with
yield increases.?'

This expanding body of evidence provides a strong
argument to suggest that lifting the productivity of
smallholder farming in Africa and Asia can be achieved
by helping farmers to adopt sustainable and organic
production methods.

Incomes and food security

The benefits of sustainable agriculture go far beyond
increasing production and yields, which in itself is
important but not sufficient. What matters is whether
these production successes translate into real,
sustained improvement to farmers' incomes and their
ability to produce enough food for their families.

Again, the evidence suggests that an increased
quantity of food produced per farm tends to have a
positive impact on household food security; and that
where farmers using low-input approaches are able to
get their surpluses to market, their profits are greater
because their outgoings on synthetic fertilisers,
pesticides and modern variety seeds are lower.

The extent to which farmers are able to improve
food production and raise incomes with low-cost,
locally available materials and technologies is of
particular importance at a time when the cost of
such items, along with energy costs, is high. And it
is particularly important for the most marginalised
farmers, often women, who cannot afford to purchase
agricultural products even at the best of times and for
whom access to credit is far out of reach.

A well-acknowledged case of agroecological
approaches leading to widespread benefits for
ensuring adequate food production and incomes
is that of Burkina Faso.

During the early 1980s the country was facing
a major drought, wells were running dry due to the
depleted groundwater table, and the soil had low
natural fertility.

A quarter of the rural population were migrating
to urban areas. Innovative farmers invented zai pit
technology and introduced the practice of using
stone bunds (small walls) to improve soil erosion
and conserve water.

The widespread adoption of these technologies,
facilitated by NGOs, including Christian Aid partner
Reseau MARRP is estimated to have helped rehabilitate
between 200,000 and 300,000 hectares of land and
produce an additional 80,000 tonnes of food per year.??

In terms of income benefits, Reseau MARP
reports that profits generated by the farmers they
are working with in Burkina Faso have been used to
pay for millet during the hungry season, school and
health fees, taxes and social expenditures. They were
also reinvested in agropastoral production (buying
goats and sheep) or buying equipment such as grain
mills. An IFPRI study also shows clear cash benefits
for women, who earn income from the sale of leaves
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Problems such as soil compaction,

soil erosion, leaching of nutrients
from the soil and water loss, which render
soil less productive, are minimised when

sustainable practices are used

from regenerated baobab trees, as well as kapok
flowers and fruits of shea nut and locust bean.

In a recent study of rice growers in the
Philippines, conducted by the rural development
network MASIPAG (Farmer-Scientist Partnership for
Development Inc), 88 per cent of the organic farmers
interviewed said that their ability to access adequate
food was ‘better’ or ‘much better’ than in 2000,
compared to 71 per cent of those in the process of
converting from conventional to organic farming and
44 per cent of those using conventional approaches.

Environmental benefits

In addition to the positive impact on yields, reliability

of food production and income, low external-input
agriculture has clear benefits for the natural resource
base upon which long-term food security ultimately
depends. The benefits can be seen in the following areas:

improved soil health

reduced irrigation demand

increased biodiversity

land rehabilitation

crop resistance to pests and diseases

lower future greenhouse gas emissions.

Soil management practices, such as minimal
tilling, use of cover crops (also known as ‘green
manure’), composting, application of manure, crop
rotations, planting nitrogen-fixing trees and IPM,
contribute to building up soil organic matter and the
number of beneficial organisms in the soil. (IPM
stands for integrated pest management, which
involves using natural pest-control methods that
allow pesticide use to be cut.)

Chemical fertilisers, on the other hand, contribute
to a decline in soil organisms and soil organic
matter. The quantity of the latter is crucial because
it determines the basic health of the soil: how much
nitrogen it can supply to plants, how much water
is absorbed, how much porosity there is in the sall,
and so on.

Problems such as soil compaction, soil erosion,
leaching of nutrients from the soil and water loss,
which render soil less productive, are minimised when
sustainable practices are used. These practices also
lessen the demand for irrigation.

Sustainable agriculture also enables land that has
been degraded to be brought back into productive use.
This is illustrated by the Burkina Faso case, in which

up to 300,000 hectares of land were restored through
zai pit and bunding technologies. In western Tanzania,
agroforestry has led to the rehabilitation of land on a
similar scale.

Crops that grow in healthier, biologically richer
soils are also less vulnerable to pests and diseases.

In Indonesia, for instance, pest attacks in rice fields
have been reduced by cutting the use of broad-
spectrum pesticides, which were killing off the natural
enemies of these pests.

By reducing dependence on fertilisers, low
external-input agriculture can be a step towards
sustainable development for poor countries because
nitrogen fertilisers are a major source of greenhouse
gas emissions. In addition, techniques such as SRl that
do not require rice fields to be flooded for long periods
may also help to lower methane emissions.

Resilience to natural disasters and climate
change adaptation

Building farmers’ resilience to natural hazards such
as hurricanes, flooding and drought is a key benefit.

Small-scale producers are particularly vulnerable to
such events, which in some instances may be caused
by climate change, because their farming systems are
often dependent on rainfall and they may rely on only
one crop for food.

One way sustainable farming builds resilience is
by diversifying production systems to include more
than one crop, which reduces the risk of a complete
harvest or income loss in the event of one crop failing.
Local crop varieties can also be selected that perform
well in saline or drought conditions.

Another way is by improving the water retention
of the soil through the soil management techniques
already mentioned. This reduces the effects of water
shortages and drought, which is especially important
in semi-arid and arid regions.

For example, in the Sahel, rain-fed crops grown
using the zai pit system have been shown to survive
for longer in drought conditions. But it also means
that during heavy rains, the soil can act as a sponge,
absorbing excess water and thereby reducing flood
damage to crops and soil erosion.

Community empowerment, equity and gender
Sustainable farming also provides increased
opportunities for collective action within farming
communities.

Although it does not automatically confer
negotiating or political power on them, the most
successful examples in Africa and Asia do involve
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a strong element of institution-building. This process
may involve strengthening forums that already exist
at the village level or the creation of entirely new
institutions.

Some examples of collective action are:

community-managed seed selection, storage
and exchange — rules and customs are required
to operate these systems

participatory seed breeding
credit and savings groups

farmer field schools and people’s organisations

and networks - for disseminating knowledge about

techniques such as IPM
direct marketing groups and cooperatives

water-user groups.

It is reasonable to ask whether the examples and
benefits documented here are simply a collection of
isolated examples. While bringing benefits to some
groups of farmers, some might argue, the scope for
implementing them more widely is distinctly limited.

However, a number of governments have already
successfully ‘scaled up’ particular agroecological
approaches.

The Indonesian government supported the
introduction of IPM from the late 1980s onwards,

with the assistance of the FAO. One of the triggers

for the policy change was the widespread pest
outbreaks that had been occurring on rice fields
where pesticides were being sprayed liberally.
Insects had developed pesticide resistance,
while their natural predators were being killed

off by the same chemicals, resulting in major
yield losses. The government moved away from
subsidising pesticides and instead began an IPM
programme. An estimated 1.2 million Indonesian
farmers received training between 1989 and 1999
through farmer field schools and their knowledge
was passed on to other farmers. The government
is saving US$120m each year by not subsidising

pesticides. And, of course, there are the substantial

health and environmental benefits of reducing
pesticide use.?

The introduction of the SRI technique for growing
rice in Cambodia offers a good example of how
governments can lend support to sustainable
agriculture. Although not originally a government
initiative, the Cambodian government began
supporting the wider use of SRl in 2005-2006. The
number of SRI farming households in Cambodia
has grown from just 28 in 2000 to an estimated
100,000 today — 4.6 per cent of the population.
SRl is now being practised (albeit not exclusively)
in one in every five Cambodian villages.?*

InTigray state in Ethiopia, the local government
Bureau of Agriculture and Rural Development has
adopted natural composting since 1998. By 2007,
at least a quarter of the farmers in the region were
making and using compost. Between 2003 and
2006, grain yield for the region almost doubled
from 714 to 1,354 thousand tonnes and since 1998,
there has also been a steady decrease in the use
of chemical fertiliser from 13,700 to 8,200 tonnes.
The approach is now being promoted in other
regions of the country.?®

These kinds of examples are promising and have
made real impacts, but none of these countries has
yet put sustainable agriculture at the heart of their
policy frameworks.

In most cases, efforts to scale up such approaches
have been impeded by a number of barriers,
institutional, economic and political, already mentioned
in this chapter. These all need to be addressed if these
approaches are to be adopted on a greater scale.
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Case study

Nicaragua

Community benefits of
the coffee cooperative

Farmer Gustavo Talavera, a coffee farmer in the Soppexcca cooperative in Nicaragua, says:

‘We struggle so that the new generation, the children, are able to steer this boat.’

ustavoTalavera began

helping to farm the steep,

unforgiving slopes of the

Nicaraguan highlands
when he was just six years old. ‘In
those days we worked all day for
just half a plate of food’, he recalls,
perched on his hammock in the hills
above Jinotega, more than 1,000
metres above sea level.

Now 55 and with eight children of
his own, he has managed to acquire
a small plot of land to grow food for
his family and coffee for sale.

But he has never learned to read
or write, and is determined that his
children and others in the community
have a better start. “‘Working for
no salary, he says, ‘that beats a
person down.

Coffee can be grown on small
plots of poor-quality land and,
with high demand both nationally
and internationally, subsistence
farmers such as Talavera grow it
as a cash crop.

But the odds are stacked against

them when it comes to negotiating
a fair price. With hundreds of
thousands of producers in the
country, and fewer than a dozen
major buyers, lone smallholders
have no bargaining power.

The cooperative to whichTalavera
and 650 other smallholders belong,
however —which Christian Aid has
supported for the past decade — has
changed all that.

Called Soppexcca, it is a
graphic example of enterprise-
based development, illustrating
how, with a little capital and a lot
of organisation, the odds can be
restacked in the producer’s favour.

Talavera says that he and other
cooperative members now earn on
average 25 per cent more for their
coffee in real terms than they did
when they tried to negotiate the
price individually.

Eight per cent of the profits go
into a social fund for the community
—helping fund local schools is a
top priority. The rest is spent on

facilities and services offered by the
cooperative, with what's left shared
between members.

In a country where more than half
of the population live on less than
two dollars a day, initiatives such as
Soppexcca make a real difference.

With the cooperative able to pay
for training, farmers have reduced
production costs. For example, by
analysing the composition of the
soil and changing the way they farm
accordingly, they have each been
able to save hundreds of dollars on
fertiliser each year.

They have also been able to ‘add
value' to the crop with a processing
plant that takes the coffee to export
standard, including roasting and
packaging, which is usually done
overseas.

Just as importantly, they have
been able to dispense with local
‘middlemen’ and negotiate directly
as a cooperative with major
international coffee buyers.

Even when prices reached an
all-time high in early 2011, the
cooperative was able to negotiate
a premium price.

The cooperative also provides
space for farmers to store their
crop, rather than having to sell it on
immediately after harvesting, when
there is a glut.

‘This community had nothing
before, says Talavera. ‘The price
of coffee was very low, and the only
“school” for children was sitting in
the dirt in my backyard.

‘Since Soppexcca was set up we
have seen many improvements —
the school and the health centre in
particular. Building materials were
secured through the cooperative and
then parents got together and did
the work.

‘I did not have the opportunity
to go to school, so | tell my children
to study and do what | couldn’t. We
struggle so that the new generation,
the children, are able to steer this boat!
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GM

Hope for the future, or Pandora’s box?

n the debate over how the

planet is to feed itself in future,

one option often cited is genetic

modification (GM) — changing
the DNA of plants to produce higher
yields.

By inserting, removing or altering
genes, the intention is to make
plants resistant to insects and pests;
bacterial, fungal and viral diseases;
and unfavourable growing
conditions such as drought or frost.’

They could also be modified to
contain nutrients and vaccines —in
theory at least —to improve public
health.?

Such claims about the potential
benefits of GM crops do not go
unchallenged. GM has many critics
who say the dangers far outweigh
the suggested gains, which anyway
have yet to be substantiated.®

Perhaps the most comprehensive
assessment of world agriculture to
date was carried out several years
ago by IAASTD for the World Bank
and UN agencies.The work took
more than four years and involved
400 scientists and development
experts from 80 countries.*

The IAASTD found that data
based over several years on a
number of GM crops indicated
highly variable 10-33 per cent yield
gains in some places, and yield
declines in others.

‘The pool of evidence of the
sustainability and productivity
of GMOs [genetically modified
organisms] in different settings
is relatively anecdotal, and the
findings from different contexts are
variable, allowing proponents and
critics to hold entrenched positions

Soy plants in vitro at the Genetic Resources and Biotechnology Center in Brazil

about their present and potential
value, said its final report.

‘Some regions report increases
in some crops and positive financial
returns have been reported for GM
cotton in studies including South
Africa, Argentina, China, India and
Mexico. In contrast, the US and
Argentina may have slight yield
declines in soybeans, and also for
maize in the US!

Again according to IAASTD,
‘studies on GMOs have also
shown the potential for decreased
insecticide use, while others show
increasing herbicide use!

It found that GM cultivation
is highly concentrated in a few
countries: nearly three-quarters in
the US and Argentina alone, and 90

per cent in those two plus Brazil and
China.

And while GM crop cultivation
has increased by double-digit rates
for the past 10 years, more than 93
per cent of cultivated land supports
conventional agriculture.

By 2015 developing countries are
expected to surpass industrialised
countries in their use of GM.®

Doubt about GM’s ability to
increase yields is not the only worry
about its use.The IAASTD warned
that GMOs in the human food-
supply chain in the form of animal
feed ‘might threaten human health’.
GM'’s potential environmental
impact is also a cause for concern,
with the evidence again patchy.

The IAASTD found that ‘no
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long-term environmental and
health-monitoring programs

exist to date in the countries with
the most concentrated GM crop
production. Hence, long-term data
on environmental implications of
GM crop production are at best
deductive or simply missing and
speculative!

There is also a concern that
the introduction of GM reinforces
genetic uniformity, presenting a
threat to crop biodiversity —the
cornerstone of future agricultural
research.® Furthermore, there is
a risk of genes flowing into wild
relatives of crops and generating
weeds, pests and diseases that
are more difficult to manage.

The governance of GM food is
another key issue.The Intellectual
Property Rights regime is such
that research and development of
new GM products are driven by a
handful of huge multinationals, and
whether their interests align with
those of farmers in poor countries
is open to question.

The worry is that as GM
becomes increasingly widespread,
small-scale farmers will become
dependent on external inputs,
especially GM seed, and any
specialist fertiliser it might require,
making them vulnerable to changes
in supply and price.

Broadly speaking, there are
two kinds of interventions that can
improve agricultural productivity
—new products such as modern-
variety seeds and fertilisers, and
new processes, or techniques,
such as soil conservation.

Bags of genetically modified soybean seeds in St Louis, Missouri

Products are produced by
companies which work hard to
‘sell’ them. However, new or
reintroduced techniques, which
are not entities that can be sold
but may well be more important
to the prospects of reaching more
sustainable agriculture, need at
least equal promotion.

Christian Aid's view is that,

if at some stage health and
environmental concerns can be
convincingly addressed, GM
might be useful to poor farmers

if the process of developing

them is driven by farmers’ own
needs and priorities. But poor
farmers don't have the buying

or negotiating power to induce
companies to create the kind of
seeds with characteristics that they
need or at a price they can afford, or
to influence government and donor
policies to make this happen, so it is
not clear if or when either condition
is likely to be met.

In the meantime, the
agroecological techniques
outlined in this chapter, would,
if adopted globally, make a
major contribution to improving
agricultural productivity.



Agriculture 95

Much of this chapter has come from a forthcoming
Christian Aid report by Ben Hobbs and Sophie Powell
on the benefits of sustainable agriculture to small
farmers in Africa and Asia.
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This report highlights the scandal of food-related
poverty, and presents a number of examples of
how Christian Aid, working with partners, seeks
its eradication.

Tackling the impact of poverty is not enough;
we must also confront those structures and systems
that cause it in the first place.

In this report, we examine how poverty is
exacerbated, and people’s long-term wellbeing
undermined, by the systems and structures affecting
the production and consumption of food.

Addressing the issues around agriculture and food
production in the ways we suggest would help people
become more self-sufficient, and support countries in
their efforts to banish the spectre of hunger. It would
also encourage a shift away from unsustainable
production and consumption patterns.

Many factors affect whether households,
communities and countries have enough to eat.

This gives rise to the need for a broad range of
recommendations aimed at various parties that

can make a difference: national governments,
societies at large, the private sector, the international
community — including bilateral and multilateral
development donors — and market regulators.

In this section we make some key
recommendations relating to sustainable approaches
to agriculture and food production; land rights; conflict
over resources; the broader economic context; climate
change; equitable taxation; and financial market
regulation.

The governments of Ireland and Spain are included
in our calls for donors to take action, because Christian
Aid has an advocacy presence in these two countries
as well as the UK.

It is essential to support an agroecological
approach that will allow small-scale
farmers to increase and secure food
production through sustainable farming

While smallholder farmers have a central role to play
in this process, national governments must create
the conditions necessary for them to act effectively.
Donors could play a catalysing role but must also
ensure that they ‘do no harm’ — neither creating

nor reinforcing obstacles to progress, inadvertently
or otherwise.

National governments should:

through their policies, help protect and support
people’s ability to feed themselves in a sustainable
manner

focus on sustainable models of farming, and
specifically on the potential for increasing the scale
of agroecological approaches, looking beyond
alternative means that depend upon intensive
chemicals and ‘improved’ seeds developed without
the involvement of farmers

support research led by farmers and extension,
or advice, services, to allow farmers to develop
appropriate knowledge

address the underlying power imbalances, including
gender inequalities, that affect the — predominantly
female — smallholder farmers.

Donors (including the UK, Ireland, Spain and
the European Union) should:

first and foremost, ensure their interventions do
not undermine the case for specific measures
outlined above, and in general support national
governments to consider how best to pursue
long-term sustainable development

promote investment in agroecology to act as a
catalyst and provide ongoing support for country
plans for sustainable development

promote transparency globally around the
environmental ‘footprint’, or cost, of agriculture
and other economic sectors

introduce sustainable agricultural approaches
into existing nutrition programmes, to maximise
the impact of the latter
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increase support for sustainable, smallholder
farming, including appropriate research (into low-
cost, sustainable and farmerled technologies) and
extension and forecasting services. Specifically:

DFID should meet its commitments to increase
spending on agriculture — and set out a plan for
ongoing increases as overseas development
aid rises — beyond the £1.1bn over three years
already promised

the EU should, in its review of development
policy and in negotiations for its new Multiannual
Financial Framework (which will set the budget
context for the EU’s entire operation in the
post-2013 period), ensure the prioritisation of
sustainable agriculture and support to small
farmers for sustainable approaches

all donors should set out plans to allocate 10 per
cent of overseas development aid to agriculture
and to ensuring the availability of food, to match
the 10 per cent commitment made by African
governments in the Maputo Declaration of 2003
aimed at supporting the continent’s smallholder
farmers in the battle against hunger.

Smallholder farmers need secure tenure
and rights over the land, water, forests,
fisheries and other natural resources on
which they rely, in order to support greater
economic security and investment in
sustainable approaches.

Cooperatives and other commmunity-level mechanisms are
key to the sustainable management of these resources,
and must be supported to play this role effectively.

National governments should:

place the interests of smallholder farmers at the
heart of policy decisions, not only those that relate
to food, but also those connected to land, water
and wider aspects of development such as resilient
infrastructure and disaster preparedness

ensure that smallholder farmers have secure tenure
and rights over land, water, forests, fisheries and
other natural resources in order to support greater
economic security and investment in sustainable
agroecological approaches. Specifically, this may
require governments to:

support a more equitable distribution of land,
the principal asset in agricultural economies.
This would help address the deep structural
inequalities that exist and set the basis for a new
path of sustainable food security and economic
resilience’

recognise and protect farmers’ existing land
holdings in the face of rising land prices and
the ‘land grabs’ phenomenon

facilitate the legal recognition of traditional/
customary land use, by reforming and
simplifying land-title regulations, and investing
in efficient and accountable land-registration
processes

uphold smallholder farmers’ rights and land title
through land-market policy, regulation, contract
enforcement, and where necessary police and

judicial action against land displacement

establish and facilitate effective resource
management, where there are multiple
stakeholders.

Donors (including the UK, Ireland, Spain and the
European Union) should:

promote transparency and research, globally,
around existing and changing patterns of land
ownership

support research into appropriate ownership and
governance of land for sustainable agriculture.
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Greater attention must be given to
people’s inability to access adequate
food, both as a cause and a destabilising
consequence of conflict.

The terrible toll of conflict is most vividly seen in lives
destroyed, but hunger, or its threat, is a further factor.

In addition, food shortages, or their threat, can

provoke conflict. All stakeholders should pay greater
attention to food insecurity (and related land issues) in
any engagement with a conflict situation. Those involved
in situations of actual or potential violent conflict may not
be best placed to step back from the immediate issues,
so there are key roles for outside actors.

Donors should:

recognise, in the event of violent conflict, the cost
in terms of food security locally and in terms of

the effects on neighbouring countries in a conflict-
affected region. For example, donors should invest
in sustainable agriculture, rather than imported food
aid, on a local/regional basis in the aftermath of
violent conflict

prioritise the support of processes of equitable
land/natural resource distribution and management,
including promotion and protection of smallholders’
rights and multi-stakeholder management of
resources

invest in quick, sophisticated political analysis — that
includes conflict sensitivity — on an ongoing, rather
than ad hoc, basis. This analysis should be used to
inform early action to mediate potential conflict over
resources, and put sensitivity to and management
of conflict risk at the heart of their portfolios

build the capacity of developing country
governments to do ex-ante, or before the event,
impact assessments that look at potential poverty
and social outcomes including in the areas of
health, food security and conflict

ensure that any policy advice, recommendations,
conditions or finance they provide to developing
countries do not risk generating or inflaming
conflicts through, for example, competition for food
or land rights.

Domestic economic policy, international
trade rules and the behaviour of major
companies can powerfully affect
smallholder farmers and the prospects
for sustainable agroecology, and must
be shaped accordingly.

For some businesses at least, this will require a
change in core business model to move away from
practices that undermine smallholder farmers, unfairly
limit the benefits of trade to producer countries, or
fail to take environmental effects fully into account.
Instead they must move towards a transparent,
sustainable model that puts the small producer at the
heart of product and market development. Domestic
policies and international trade rules must be agreed
that support all countries and producers, richer

and poorer, to move to sustainable production and
consumption patterns.

National governments should aim to provide
economic policies that support:

the (re)creation of local and regional markets in
staple foodstuffs

shorter supply chains that enable producers to keep
a larger share of the value of their produce, and
poor consumers to move away from dependence
on imports, thus reducing their vulnerability to
global price rises

the formation and effective functioning of farmers’
organisations such as cooperatives that can allow
them to compete by improving their economies
of scale, negotiating power and ability to manage
contracts and risks

‘value-adding’ processes (that improve the product
for the customer and make it worth more)

additional measures to prevent exploitation
by middlemen including:

contract enforcement

the availability of a range of credit and
market options.

The international community (including the UK,
Ireland, Spain and the European Union) should:

ensure that trade agreements do not restrain
governments from protecting their agricultural
sectors from subsidised imports and import
surges that undercut domestic producers and are
a disincentive for them to invest in sustainable
production

promote tax transparency measures that enhance
the economic benefits received by food-exporting
developing countries.
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Major multinational companies should:

meet in full their basic responsibilities, not least
with regard to human rights, labour standards,
taxation and environmental impact

commit to full transparency regarding the effects
that their whole supply chains have on the
environment and society, including monitoring
and evaluation of progress in reducing damaging
impacts over time and with particular sensitivity to
the needs of individual countries and communities
involved in operations

invest in farmerled research, product and market
development, so that their technology and
knowledge meets the priorities of smallholders

invest in research and promotion of techniques
to minimise fertiliser and pesticide loss/overuse,
and depletion of environmental resources,
including water.

Private and state landowners and those that
extract natural resources (for example, loggers
and fishing companies) should:

respect the rights of smallholder farmers and other
food producers and communities with whom they
share resources such as land, water and forests

engage fully and transparently in multi-stakeholder
management of these resources, and ensure that
their actions do not undermine the food security of
these communities currently or in the future.

Finally, new actors are needed to provide the technical
and financial support, business development services
and links to markets that smallholder farmers need to
shift to more sustainable approaches. These are likely to
be a mix of farmerled businesses, government officials,
and new/reorientated private-sector actors.

All countries, but developing countries
above all others, need certainty about

the financial and technological flows,
and commitments to cut emissions, that
will stem from a global climate-change
agreement, in order to be able to plan and
implement climate-change action plans
at national and local level.

Climate change is hampering people’s ability to earn

a living and feed themselves across the developing
world. The more we delay our response to climate
change, the more difficult and costly it will be. A global
deal must deliver substantial and predictable finance
for adaptation and low-carbon development, including
sustainable agriculture practice, so that all countries rich
and poor, high emitters and low, have broad certainty
about their responsibilities and their opportunities,
allowing them to pursue sustainable development.

The international community should:

support the full and fast completion of UNFCCC
negotiations around greenhouse gas emissions
and climate finance

commit to emissions cuts to keep global temperature
rise well below 2°C, with industrialised countries
taking the lead by increasing their emissions
reduction targets and their domestic actions to
meet these

provide substantial, predictable and reliable funding
for adaptation and low-carbon development,
including sustainable agriculture practice

ensure community engagement in national
decision-making so that climate finance and
action can deliver sustainable farming practice
at alocal level

avoid false solutions, such as agriculture being
included in carbon markets, since speculative land
acquisition with the aim of accruing carbon credits
cannot be viewed as a sustainable answer to climate
change, and threatens to undermine small-scale
farming on some of the most fertile land.

National governments should:

pursue national plans, based on community
engagement, for adaptation and mitigation, as
appropriate, with a shift to sustainable agriculture
as a key measure.
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Greater international transparency
and accountability would go a long
way towards increasing the available
revenues from trade in food.

The scale of illicit financial flows and related tax
abuse costs developing countries dearly, in the area
of international trade in food as in other goods and
services. The measures demanded by Christian Aid's
tax campaign are straightforward steps to greater
international transparency and accountability. By
increasing the information available to governments
these steps would help increase available revenues
—and also improve the ways those revenues are
spent, to the benefit of citizens, because of the
established relationship between tax and the strength
of governance and political representation.

The international community, with G20 leadership,
should:

promote global international financial transparency,
not only to reduce the probability of further
financial crises, but with particular reference to
fighting corruption and tax abuses, including these
minimum measures at the international level:

greater transparency of all multinational
companies (through an international accounting
standard requiring country-by-country reporting
of key economic activity including operating
costs, profits and tax paid)

effective information exchange between
jurisdictions (a multilateral agreement requiring
automatic exchange of tax information)

donor support to developing countries in
improving their fiscal management through
strengthening capacity to collect tax and engage
in international cooperation in tax matters.

Such support should avoid any harmful policy
conditionality.

National governments should pursue a fiscal
system that:

is based on transparent and equitable taxation,
with particular attention to international tax abuses
in trade mispricing

supports expenditures that (i) guarantee a
minimum level of social protection, including
against vulnerability to hunger, and (ii) promote a
sustainable, long-term economic development path
characterised by food security.

This will imply support for the international measures
above, as well as clear domestic actions.

The human cost of changes to both global
and national market regulation of food
commodity markets must be recognised
and acted upon.

Policy makers must recognise the responsibilities
that interconnected global markets create for national
market regulation — above all with respect to food
commodity markets. While the effects of regulatory
changes to commodity markets on food prices and
human hunger have not been confirmed, there is no
doubt that such regulatory changes could have grave
consequences for people’s ability to secure food.

Policy makers and regulators with responsibility
for globally important markets should:

commit to carry out a full assessment of the
potential human impact of any significant
regulatory changes

continue with research to understand the full
human impact of liberalisation over the past two
decades, including the creation of commodity index
funds, with a view to responding effectively where
human costs are established.
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[licit financial flows are increasingly
recognised as a major development issue
that includes, but also goes beyond,
national regulation and taxation.

Christian Aid is a leading member of the
intergovernmental, inte~NGO Task Force on Financial

Integrity and Economic Development, which promotes

five major recommendations:

country-by-country reporting by multinational
companies

curtailment of trade mispricing including, but not
limited to, abusive transfer pricing

multilateral agreement requiring automatic
exchange of tax information between jurisdictions

international agreement to make tax evasion
a predicate offence for money laundering

details of beneficial ownership, control and
accounts of companies, trusts and foundations
to be readily available on public record to facilitate
effective due diligence; and explicitly require, and
enforce, that financial institutions identify the
ultimate beneficial owners or controllers of any
company, trust or foundation seeking to open

an account.

Ireland’s particular history of famine
still resonates today. Along with a
commitment to poverty eradication,
it led in 2007 to the establishment

of the Hunger Task Force.

This body consists of 15 eminent Irish and
international figures including leading academics,
NGOS, UN bodies and Irish government
representatives.

The Task Force Report of 20082, launched jointly
by the Irish government and UN Secretary
General Ban Ki-moon, continues to provide the
policy framework for Ireland’s hunger eradication
programmes. It identifies three areas as priorities:

1 increasing agricultural productivity in Africa

2 targeting the prevention of maternal and infant
undernutrition

3 changes in governance and leadership priorities.

Many of the recommendations of the Task Force
complement those of this Christian Aid report, such
as the focus on addressing the particular challenges
faced by female smallholder farmers.

In some cases the recommendations go further. For
example, Ireland is urged to work towards a target
of 20 per cent of its ODA to actions to alleviate and
eradicate poverty by 2012, and is adopting a leading
role in advocating for other donors to prioritise ODA
on hungerrelated activities.
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1 Insome situations, this may involve land redistribution
and/or the rehabilitation and reclamation of degraded agricultural
land, to ensure that small farmers have enough land to cross

the subsistence threshold. Given historical cases of coercive
resettlement, these processes must be farmerled, taking

full account of social and cultural patterns of land-holding and
agriculture. However, they must also identify and tackle deep-
seated inequalities, especially the legal, cultural and social
barriers to women's ownership of land.

2 irishaid.gov.ie/article.asp?article=1722
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Hunger, a scourge as old as humankind, has
many causes — some the work of nature, others
entirely our own fault.

‘Today, with enough food in the world for
everyone, hunger should be history. So why
are nearly a billion people still starving?

In this powerful new report, Christian Aid
examines the major causes of hunger, including
climate change, land grabbing, changing
consumption patterns, and conflict.

It highlights growing suspicions that international
commodity trading is a major factor pushing the
price of food beyond the pockets of the poor

And it identifies what needs to change so
communities in need can, once and for all,
feed themselves.
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