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Some lessons learned



‘ Farm policies are complex and diverse, and people are prone to over-simplification

Subsidies are just a part of the decision making by farmers: even without subsidies
production will occur (somewhere)

Ex-ante policy goals and ex-post policy impacts could be different: what should
be the criteria to define “harmful” subsidies?

Policy reform is a country level process, but many environmental impacts are

cross-border

Removing all existing subsidies will make things worst in today’s world and
productivity matters

How to reform policies: “do no harm”, with a well focused approach, or “do good”
and tackle the multi-dimension of the food system transformation

‘ Integrating Global South countries in the discussions remain challenging




Understanding policy impacts

« Two main type of policies * 4 types of effects
Subsidies aka How much What to
domest'tc to produce produce
SUPPOr (scale) (products)
yrade policies How to Where to
akKa Import an
exgort produce produce
taxes/subsidies (practices) (location)




Defining harmful for the environment is not
straightforward. E.g., of Input Subsidies category (2020)

Source: Laborde and Mamun, 2022, based on the OECD PSE database




Spatial distribution of damages in Scenario S0x
Spatial distribution of Total costs
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An issue of semantics... and metrics

Repurposing?

o Need to define old and new purposes

Producing
more (Green

_ The future?
Environmental

revolution) considerations l
Supporting Health and

farmer income nutrition

Reforming?
Reallocating resources?

Support vs subsidies? All t%/
not recorded Iin our metrics o

Harmful subsidies?

pe of support are not subsidies, and all subsidies are
support.

’



Multi-dimension targets: Tackling trade-offs, cross-
border effects and the need to enlarge the policy space

Trade-offs: Healthy Diets affordability & GHG emissions

Changes compared to baseline: percentage changes by default, or changes in points if indicated in the variable description.

High income Low and Middle
World countries income countries

Scenario category

® Remove Fiscal Support
+ A Producer Support

B Market Price D.

+ Consumer subsidies

Upper Middle Lower Middle Low income

. X . X . Scenario name
income countries income countries countries

® Removal of Fiscal Support
® PS. Homogenous
PS. strong bias
@ MP. Elimination Group1
® CS. Homogenous
CS. strong bias
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Data and Model

Qr—— - GHG database |
‘ pomel d" « Based on FAOSTAT

CO CO, NMVOC 1

. (Tubiello and al.)

- Extended for energy and i 141 countries and ReGIONS
fertilizers i
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Ay #300,000H055E

-+ GTAP 11 v2 database

2021 release : . :
Information of price distortions (NRP) and payments (subsidies) ! t EXtGﬂSlOnS / adaptathn

Fiscal Support divided into three payment categories (output, inputs and others)

. . . . i Source: Laborde and al.
Input payments disaggregated by category (fertilizer, extension services and . (2022)
more)



Impact framework @

Equity Impacts on Humans Impacﬁeoarlltlr;luman
& y
Gender Health externalities Public Health Costs

= - .

Impacts on Nature/ Impacts on Nature

Environmental Environmental

Biodiversity externalities externalities




Critical Issue: Defining Scenarios
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Nominal Rate of Assistance by Economic Region and
focus on China and the EU
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Level and composition of global support for Food and Agriculture

(USD Billion, average 2013-2018)

AGRICULTURAL PRODUCER SUPPORT

Price disincentives Price incentives
-135 338

-150 -100 -50 100 150 200 250 300 350 400 450

BILLION USD (AVERAGE 2013-2018)

SOURCE: Ag-Incentives. (forthcoming). Ag-Incentives. Washington, DC. Cited 4 May 2022.
World Bank compiled by the International Food Policy Research Institute (IFPRI).

Fiscal subsidies to producers

Other

juegﬂﬂf:& General services
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(Mio USD) (Mio USD) % %  Agvep ARFSSal pi,  Tou

Support Support Support

633,697/ 243,224 6% 16% 100% 100% 100%

304,742 123,296 9.45 2595 28% 51% 48%

304,639 83,0/0 10.54 18.64 46% 34% 56%

23,064 36,458 -6.74 031 23% 15% -4%

1,252 400 -3.37 0.21 3% 0% -1%




Four scenarios

Redistribution of all
existing payments in a
homogenous way
GLOBALLY




Interpreting the scenarios

Redistribution of all

existing payments in

a homogenous way
GLOBALLY

Level the playing field across products
but not across countries. Current
support is biased towards some
commodities. The goal is to remove such
bias and support farm income in a
homogenous way

Level the playing field across products
and across countries. Current support is
unevenly distributed around the world. The goal
is to address this global inequality. While this
scenario is ‘bold’ in terms of political economy, it
is designed to illustrate a radical rebalancing of
policies around the world

Take into account the policy dynamics in the Global
South. Today poor countries do not have significant policy
support for their farm sector, but this will change (as it has
occurred in all other countries). There is need to take into
account this new reality and reassess policy repurposing in
a world where low and middle income countries could do
the same mistake than more advanced economies if no
repurposing is done from the beginning.

Rebalancing support in a changing world.
This scenario addresses both issues: avoiding
that the developing world spend more money
in agriculture in a distortive way, and
rebalancing farm support across borders to
get fairer global food systems.







Impacts on GDP (volume), sectoral production

and Agrifood real value added
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Impacts on Domestic Prices
Scenarios
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Impacts on household
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Lessons Learned:

Limited Opportunities and careful planning is needed

Removing existing So,
policies will

required

Investment in Sustainable
Intensification is required. Investing in
“traditional” productivity gains will not

deliver

Hurt farmers overall (with some
benefits for some countries)

Will slightly help the poor and the Border Polices and Domestic Support
hungry IF border protection is have, in most of the cases, opposite
removed effects on diets

Ambiguous effects on global
emissions, mainly through a
contraction of production and land
abandonment

Input subsidies are a tricky issue

Focusing on
healthy/environmental
friendly products

Could contribute to reduce the cost of
healthy diets but has limited impact
when using producer subsidies

Risk for governments to pick the
wrong "good" products

Phasing out resources from staples
could have a small impact on
undernourishment

During the transition, technology transfer, innovation, and adequate financial
resources will be essential to enable adoption to catch up in the global south.

%



Conclusion and Guidance for trade rules

Current WTO rules are not In the future, soul searching
an obstacle for repurposing, for the WTO members:
but they provide weak should the rules focus on
Incentives or guidelines. “do no harm” or “do good”

Tariffs remain an awkward
Instrument to guide
repurposing

Blue box policies, especially e
for livestock, are a significant Disciplining Overall Trade
potential to curb GHG DISIEIIG) SLIYEEL S Mo Border Tax Adjustments are a

emissions. synonymous to improve ) :
Social and Environmental second-best option

, , impacts of farm policies
Repurposing could involve P P

significant box shifting
towards Green Box , and

abuse of existing flexibilities I T q s :
ncrease lransparency an Discriminatory use will be a

: . Monitoring (Notifications) will source of dispute and also
Assessing price support be essential to promote trust inefﬁci%ncies

through historic reference and coordination in the global
price is not consistent with a repurposing process

transformation agenda
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