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Political economy of
agricultural policies

Some key questions :

Why heavy market distortions: farmers
subsidized in HICs and taxed in LICs ?

Why preference for inefficient instruments ?
Why suboptimal land rights persist ?
Why underinvestment in R&D ?

What determines food safety and quality
standards ?
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Agricultural policy - major global reforms are possible

From more to less distortions From more to less distortive
1970 - 2020 policy instruments 1980 - 2020
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From agricultural
policy reform to
food systems
transformation

Food System
Transformation

More objectives

More policy instruments
More trade-offs / synergies
More actors

More polarization

More information / less knowledge ?

More difficult to reform ?




Political Economy Framework

for Food Systems Transformation

Incentives for food svstem

reforms

e (Costs, benefits, and salience

e Interests and 1deas
e Institutions

Infliences
power arid
agency

Recalibrates
mcentives

Mobilization for

reform/opposition

e (Coalitions
e Information
e Tactics

Adaptation of food svstem

policies

e (Critical junctures
e Diftusion

e (Cazcades

(renercates
path
dependericies
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Design of politicallv viable
options

e Bundling
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Source:
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Swinnen (2023)



Some key issues

= Key actors in food systems
= Vertical
= Horizontal

= Global vs domestic

= Static and dynamic equilibria
= Shocks and political economy
= Information and its providers
= Facts, interests, and values

= Bundling for economics and politics

e
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Value chains and policy coalitions
Who are the “producers” and “consumers” ?

INPUT SUPPLIERS*

|

FARMS

|

FOOD PROCESSORS

|

RETAILERS

|

CONSUMERS

Barrett, Christopher B., Thomas Reardon, Johan
Swinnen, and David Zilberman. 2022. "Agri-food
Value Chain Revolutions in Low- and Middle-
Income Countries." Journal of Economic
Literature, 60 (4): 1316-77.



Importance of AVC
components in development

Input supply Trade & transport

Agroprocessing

AFS GDP =$11.7 trillion in 2021 (13% of global GDP | 62% in developing countries )
AFS employment = 1.3 billion workers in 2021  (38% of global workforce | 95% in developing countries)

Trade & transport

Food services

o Share of total GDP in 2021 (%) e Share of agrifood system GDP in 2021 (%)
e Agriculture and the agrifood system contribute less * Off-farm components are more important parts of
to the overall economy in more developed countries the agrifood system in more developed countries
42.1

IFPRI
é@ﬁy World LIC LMIC UMIC HIC World LIC LMIC UMIC HIC
CGIAR LIC = low-income | LMIC = low-middle | UMIC = upper-middle | HIC = high-income Source: IFPRI Global Agrifood System

Database of 217 countries (2023)
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Value chains and policy coalitions
Who are the “producers” and “consumers” ?

INPUT SUPPLIERS*

|

FARMS

|

FOOD PROCESSORS

|

RETAILERS

|

CONSUMERS

Convenient for theory and empirics
o Who are they ?

Policy itself defines the distinction
o Import tariffs

o Land regulations
o The “Farm Bill” in the USA

Coalitions allow to combine comparative
advantages in political influence (scale, votes, $,

=)

o Post-WW Il growth in OECD subsidies coincided with growth
of agribusiness, etc. and relative decline in farm incomes

Technology, policy and new players
o Biofuel industry

o Insurance industry
o Technology companies



Value chains and policy coalitions
Ex : EU reqgulation on Unfair Trading Practices (UTPs)
In value chains
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Value chains and (complex) policy coalitions
Ex : The definition of meat in 215t century

@he lllasl]mgton 1Joﬁt

rrrrrrrrrrrrrrrrrrrrrrrrrrrrr

BUSINESS

Veggie burgers were living an

idyllic little existence. Then

they got caught in a war over
L the future of meat.
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Value chains and (complex) policy coalitions
The definition of meat in 215t century

= In 2019, officials in nearly 30 states proposed bills to prohibit companies from using words
such as meat, burger, sausage, jerky or hot dog unless the product came from an animal
that was born, raised and slaughtered in a traditional way.

= The cattle associations traditionally have enormous political power

o “Traditional animal agriculture is looking to the lessons learned by the dairy industry, which saw cow’s milk sales dwindle by
$1.1 billion last year, much of that business scooped up by alternative milks such as almond and oat.”

= Top veggie brands are owned by food giants such as Kellogg and Kraft Heinz.

= Major meat processors — Tyson Foods and Smithfield Foods, for instance — aren’t taking
sides, relying on the ranchers for traditional meat but also investing heavily in these new
alternatives they believe consumers increasingly desire.

= Counter-lobbying by investors in specialized companies, e.g., S1002, W, i
advocacy groups (Animal Legal Defense Fund, Good Food Institute), e 2
plant-based food companies (Impossible Burger Beyond Meat, Tofurkey
lab-grown meat companies (Cellular Agriculture Society CAS)

) = Some of the biggest retailers and restaurants in America
S7Z  focus on plant-based alternatives. T — E— R
CGIAR From the Washington Post 25 August 2019 8 . ' |
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https://www.washingtonpost.com/opinions/plant-based-dairy-products-arent-new-neither-is-the-us-dairy-industrys-hostility/2018/10/19/7341108e-b36e-11e8-9a6a-565d92a3585d_story.html

FIG. 2: Big Meat Is Gobbling Up the Lab Meat Market

Cultured and plant-based meat portfolios of the four largest
meatpackers, ranked by U.S. market share of meat and poultry

MEATPACKER COMPANY/BRAND

* Indicates minority stake

FIG. 1: Just Four Companies Control Three-Quarters of the Lab Meat Market

BioTech Foods
Incrivel
Planterra Foods
Vivera

Market shares of the top plant-based meat producers

. The Kellogg Company Beyond Meat All Others

. Maple Leaf Foods Conagra Brands Top Four Plant:Based Meat i
Producers Combined

716% |

Beyond Meat*

First Pride

Future Meat Technologies
Updside Foods*
MycoTechnology Inc.*
29.4% New Wave*

Raised & Rooted

| e Cargill Aleph Farms*
20% 40% 60% 80% 100% Bflike*

., T
Ca'yll PlantEver
la

*

45.8% = 12.5% B[ AV NN

Upside Foods*

o WH Group (Smithfield) Pure Farmland
Z Smithfield

CGIAR



Globalization, value chains and policy coalitions (1)

Distinction between “domestic” and “foreign” interests is less clear in global
value chains where foreign companies use domestic inputs and where domestic

companies use foreign inputs.

This affects political incentives
and thus policy measures

o Data from 1995-2015
o 150 countries
o Tariffs and NTMs

&
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Food Policy 118 (2023) 102469
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Food Policy

journal homepage: www.elsevier.com/locate/foodpol
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Impact of global value chains on tariffs and non-tariff measures in il
agriculture and food

Valentina Raimondi® , Andreea Piriu”, Johan Swinnen “¢, Alessandro Olper ¢

* Universita degli Studi di Milano, Department of Environmental Science and Policy, Via Celoria 2, 20133 Milano, Italy
"Eumpeun Commission Joint Research Centre, Via Enrico Fermi, 2749, 21027 Ispra, Italy

€ IFPRI — International Food Policy Research Institute, Washington, DC, USA

4 LICOS - Center for Institutions and Economic Performance, KU Leuven, Belgium

ARTICLEINFO ABSTRACT

Keywords: We analyse whether global value chains (GVCs) reduce trade barriers in the agricultural and food sectors as they
GloPa] value chains affect lobbying and government incentives. Political economy theory predicts that tariffs will be lower in
Tariffs countries integrated in GVCs and that the effect will be stronger outside regional trade agreements (RTAs). We

NTMs
Political economy
Agri-food sector

use data from 1995 to 2015 from 160 countries on tariffs and non-tariff measures (NTMs) in the agri-food sector.
Our evidence indicates that GVC integration, measured as domestic (foreign) value added in foreign (domestic)
final goods, does affect trade policy. Stronger GVC integration is associated with lower tariffs, but mainly outside
RTAs, and lower NTMs, both inside and outside RTAs.




Globalization, stakeholders and policy coalitions (2)

= Food systems discussion linked to
transnational advocacy networks

o Food systems are not only tied to livelihoods, production, and
nutrition but climate action, food sovereignty, and rights to
food

o Growth in transnational movements that rely on frames that
mobilize very disparate groups and shift traditional
agricultural lobbying

o Beyond the traditional domestic policy stakeholders and
~ coalitions
G




Climate change, value chains, and political
economy of food systems transformation

The global food system
consumes >30% of energy and
produces >20% of GHG emissions

= Two-way relationship

= Major cause

= “Official recognition” only
at COP-28

= Potential major (part
of) solution

= Impacts are real now

% Source: EAT-Lancet Report 2019
IFPRI Johan Swinnen, June 2023
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Climate Change and Agricultural Productivity

Global Agricultural Productivity (TFP) has
been declining during the last decade

TFP— Gross amount of crop, livestock, and
aquaculture products produced per inputs of
labor materials, and capital

BN InputIntensification — Gross amount of Labor
matarials, and capital used per hectare of land.
Irrigation Extension — Extansion of irrigation
toagricultural land.
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Global, regional, and country level impacts of
climate change on agricultural TFP
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Source: USDA (left figure) and Ortiz-Bobea, A., Ault, T.R., Carrillo, C.M., Chambers, R.G. and Lobell, D.B. (2021): ‘Anthropogenic climate change has
slowed global agricultural productivity growth’ Nature Climate Change, 11: 306—312. http://www.nature.com/natureclimatechange



http://www.nature.com/natureclimatechange

Climate change and value chains :
sustainability and equity

= Size differentiation allows scale effects in CC and in Climate Finance

= Endogenous institutions induce spillover effects and impacts throughout the
value cain

= Important lessons from safety and quality standards over past 20 years

= Size differentiation and vertical coordination may imply power imbalance in
distribution of benefits

= Trade-off or synergy ?

Swinnen, Ronchi and Reardon. 2024. "Harness agrifood
value chains to help farmers be climate smart." Science.

<-

CGIAR



Global spread of food safety and quality standards
2000 - 2020
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From safety and quality to sustainability: SSCDP

Firms’ disclosure of environmental impact information DISCLOSURE INSIGHT ACTION

Number of firms disclosing impacts through CDP

25000
20000 23,000+ firms
disclosing
climate
15000
Impacts
in 2023
10000
(+ 24% year over year)
5000 /
0 /

2003 2004 2005 2006 2007 2008 2009 20102011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

—Climate =—Water —Forests

Source: Deconinck et al. 2023



C:- LABELBAS @ GHGSAT %8 yf|i
From safety and quality to sustainability: g
The IDF global Carbon FAST and EURIOUS s for Sustainable Feed

sl “‘coolfoo RS (A s @ et
1o ET-Fam(a ap @ ol
> ONRCS USDA [5] 4= eco| W5, RCCNMTOUSE
Lﬂ glimlite Action |° \’ \R GAS PROTOCOI—@
MR 72 FouNDATION LCA DATABAS i i) THESIS
PNAS o | s s C E ARTH 2 .

mzZ
ra

(3
C:REUBSQI_N — BY THE SUSTAINABILITY CONSORTIUM

Estimating the environmental impacts o

-y _ 0 ) ©
/ T't"*EFalsLeD" SYSTEM

CARBOMN MEUTRAL
L

lllll

% e 560, ¢
!‘hlun- 7, e wali ) -
i ocal. s she ! ﬂ‘i? 0 e = ”:' the U':;:r '-'"_'d ||-|.- tof 20, KK oradu V
e o mmy b, i, by ! = \/ PARTNERSHIP FOR
b B ~ CARBON STF oweormsocc: B
bite: the: ot al i
“. .-.- f r: 'i:mnsa e ; | b oy GlObal LCA T R U S T B

ol L »
A COLLER INITIATIVE \. & wbcsd

Source: Deconinck et al. 2023

p v

DISCLOSURE INSIGHT ACTION



The political economy of information
More but less ?

= |nformation on a variety of issues, such as GMOs, pesticides,
health effects, nutrition, etc ...

o 2000: Most consumers and voters got information from mass

media
o 2020: 62% of US adults get their news from social media; Y TemE g
40% from Facebook alone e SNl Zme— F [T
7 Y s A l x
= Readers/viewers discount information bias taking into account The Man Wh
the source and their perception on the sources’ incentives Ee i
(ideology, ...). Bias discount is imperfect / partial. Biased Knew oo Little

The most ignorant man in America knows that Donald

information hence does affect risk perception and people’s T s sttt hout Lo
. - . ", ID€ral fantasy 1s complicated.
. behavior in economic and political markets.

F}’! = Echo chambers and polarization New York Times, March 10, 2018
N
rr = Rational ignorance continues despite falling information costs —
Y because of opportunity costs and disutility from preference
S~ (‘ideology”) gaps (McCluskey and Swinnen)

CGIAR
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human behaviour

Letter  Published: 14 January 2019

Extreme opponents of genetically
modified foods know the least but think
they know the most Abstract

Philip M. Fernbach H, Nicholas Light, Sydney E. Scott, Yoel Inbar & Paul Rozin o ) i .
There is widespread agreement among scientists that genetically

Nature Human Behaviour (2019) = Download Citation & modified foods are safe to consume' and have the potential to provide
substantial benefits to humankind®. However, many people still harbour
concerns about them or oppose their use*®. In a nationally
representative sample of US adults, we find that as extremity of
opposition to and concern about genetically modified foods increases,

objective knowledge about science and genetics decreases, but

E" perceived understanding of genetically modified foods increases.

IFPRI Extreme opponents know the least, but think they know the most.

L&J Moreover, the relationship between self-assessed and objective
%ﬁ knowledge shifts from positive to negative at high levels of opposition.
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Political economy of information and shocks
W Food prices, media coverage, and policy reactions
NE

CGIAR

Food prices
2000-2012
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Dynamic political economics :
policy persistence and impact of shocks

= Hysteresis and path dependency:

= Standards/regulations will induce economic and political adjustments
— changes comparative advantage of producers and preferences of consumers in the long
run

— induce changes in political preferences,
— path-dependency (hysteresis) of regulations.

= Regulations that were introduced for “good” reasons may persist for
“bad” reasons.

= Long persistence : major reforms require “shocks” to overcome
Institutional inertia

o Crises
o Economic / international integration

o Note: Integration may lead to the removal of “bad” standards, but may also lead to the
spread of “bad” standards

&

CGIAR
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Price shocks and volatility: “the new normal’ ?

Food, fertilizer, oil prices 2001-2022
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Post-shock concerns and impacts persist

Food commodity prices remain high by historical standards
. Food stocks remain low

Increased debt risk in low-income countries

. Food inflation remains high

& WN =

COnEED [2ees Ees AiEion, Debt risk in low-income countries
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Political Economy and Conflict
Global surge In displaced people

worldwide (Millions) 35
Asylum Seekers
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Political Economy and Conflict
Rapid reversal of policies and impacts — Ex. Myanmar

Post-Coup (~ Present)

0  Gross Domestic Product, 2010 - 2023 Pre-Coup (2020)
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55
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2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

$J 43 percent of Myanmar’s population is actively exposed to conflict.
%g « 17.6 million (32%) people in need of humanitarian assistance

CGIAR 4.5 million (8%) people with severe humanitarian needs ,

3.3 million (6%) internally displaced people Source: International Institute for Strategic Studies



Multiple shocks the “new normal” ?

Myanmar since 2020

Conflict
« Civil War
* Rohingya Crisis

Insecurity
 Crime
« Gambling and Drug Use

Health
e COVID-19 Pandemic

Lack of Services & Medicine

Climate
Ty Irregular Weather, Flooding, &
y b High Winds
== » Cyclone Mocha & Typhoon Yagi
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Global Events

Russia-Ukraine War
Food, Fuel, & Fertilizer Prices

Economic Mismanagement

Depreciating Currency
Forex Controls — Imports/Exports

Migration

Outmigration and IDPs
Conscription Law

Infrastructure

Electricity & Communication Outages
Mobility Issues & Fuel Shortages
Banking Disruptions



Facts, Interests and Values

= Differences in policy preferences
may be driven by several factors

= Value differences matter for food
systems
o Religious taboos, fasting
o Naturalness, preference for
organic, fair trade, ...
o Desire to help family farms
O

= Value differences are more difficult
to deal with than differences over
interests
§

SZ Source: OECD (2021), based on World
cciar  Values Survey, and Deconinck (2023)

Figure 3.1. Prioritisation of environment versus economic growth within and across countries
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Some final reflections

*= Reforms are possible, but more complicated now ?
O More objectives, more agents, more ...

=  Search for non-traditional coalitions
O  Coalitions are always more complex than often assumed
O  Who are the producers and consumers in value chains

= Bundling of innovations/strategies is important for economic and political reasons

" Trade-offs and win-wins are inherent in the challenges
O  Complexity of issues creates uncertainty
O  Important economic and political aspects

"  The ability to reconcile trade-offs depends on whether there is conflict among interests or values
=  External shocks can trigger reforms or constrain them

= Rational ignorance continues despite falling information costs (opportunity costs and disutility
from preference gaps with social media contributing to polarization)

Johan Swinnen, June 2023
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