| nter national energy crisisremoves bread from our table

by Jannie de Villierst

The increase in fossil fuel prices has urged theldvto reconsider alternative
sources to produce energy. The biofuel industuptsron the back of increased
oil prices. The consequence of this developmesreases the demand for grains
and oil seeds substantially over a short periotinoé followed by all time high
prices. In conjunction with this development tlikeromic growth and consequent
increase in wealth by countries such as China adid Ihas put additional demand
on grain supplies.

The prophets of climate change have highlightedrtipgact that this phenomenon
could have on the availability of food in the figuAll these factors jointly have
brought agriculture to the front pages of the métional discussions not only by
governments but also by business leaders.

This was one of the messages from the World Econdéorum that was held in
Switzerland at the beginning of 2008. Varies gawsnts have adapted different
strategies to deal with this new food security pratt All governments are
concerned when it comes to feeding the massegpth#hem into political power.

The common agricultural policy in the European Wnigas a direct result of a
decision regarding food security following World YM& The goal was never to
let Europeans go hungry again. The policy was esgfally implemented. The
latest developments regarding the energy crisisexegptional growth in highly
populate countries requests the urgent attentiorpaditical policymakers to
reconsider their current situation.

Food security has two legs to it: Availability aatfordability. Availability in my
opinion is a job for the free market. Free maiked capitalism will ensure that
there are always food products on the table. Tée iharket, however, distributes
products and services according the ability to pakis is where the affordability
iIssue comes into play. It is my understanding thatavailability of food is the
responsibility of business driven by the free mankbereas affordability is the
responsibility of a government ensuring povertywltion through job creation
and economic growth.

Governments all over the world have reacted difféyeto this new challenge of
food security. To increase food security by insne@ production will take time.
The agricultural sector is directly linked to thgckes of nature. New agricultural



policies will have to be developed through congiditaand within the current
framework of the World Trade Organization ruleshisTprocess coupled with the
delays of nature will cause a time lag that cowdd/bry critical to food security in
the immediate future. The change in climate coaodgi will prevent the

agricultural sector from doing business as usual.

We have seen governments implementing quantita@gé&ictions on exports to
create surpluses of grains in their domestic markethis action together with
other policy tools was used to ensure the avaitgtuf food and through surpluses
reduce prices and increase the affordability. Sgmesrnments have opted to tax
their exports in a way to increase food securityndstically. Ironically South
Africa still taxed their wheat imports. We havesalseen an example where
governments temporarily reduced their import dutesgrains to improve the
food security.

Some governments have gone all the way and commesite projects of food
price control to deal with the matter of food ségur Only time will tell which of
these intervention measures will prove to be effecin dealing with this new
phenomena. The true colours of patriotism weretraeglent when the United
States of America announced that they will no lorgevide food aid in kind, but
only in cash. For many a year the food aid systethe world was misused by
the developed countries as a surplus removablarsehelhey've always denied
these accusations, but the truth has eventualigcea.

The bottom line for South Africa is that these depenents in the past 12 months
serve as a wake-up call to government and policemsato seriously adapt to the
new global conditions and views regarding food s&cu The agricultural sector
in South Africa has amongst others the goal of dpethe vehicle for
transformation and to form the backbone of thelrecanomy. Food security has
not been in the front of the minds of those devielpggconomic policy. The latest
developments as described above have changed ibrtypthat food security
should get in developing new policies for agrictdtu The result of the Uruguay
round of the World Trade Organisation in 1994 ggegernments the assurance
that free trade would provide enough to be foodisst Measures implemented
by governments in their own interest as we haven seethe past 12 months
necessitate the South African government not tp oel free trade only, but to
redesign our agricultural policy to ensure enougbestment in this sector to
secure our food availability and affordability fibve future.

This will necessitate a revision of our trade aadfft policy as well as our
spending on research and development. The nedadide environment coupled
with the low spending in the research and developnteve decreased the
profitability of the sector to such an extent thaty little new investment was



attracted. This can be compared to the currenggreisis in South Africa with
Eskom not having spent enough to maintain capaezibe energy secured.

The huge demand for increased production of gramtesnationally has brought
new challenges to input suppliers such as seedpichkand fertilizer companies.
The pressure to supply more inputs has consequiectigased the prices of those
products substantially with the consequential iaseein the cost producing food.
This in itself will again worsen the food securigsue regarding affordability.
One of the many solutions to the current situaisotihe responsible application of
biotechnology. The availability of biotechnologyr fmaize and soya beans used
for animal feed and industrial usage could speegropluction to catch up with
the growing demand. The initial refusal by constgme some countries to accept
biotechnology in wheat has caused most researthatzandon all new projects to
improve wheat production through biotechnology.o3érgovernments who chose
wheat for biofuel purposes are already regretting The announcement by the
European Union in this regard is enough evidenet they over-reacted with
policy decisions to address the energy crisis witlfaonsidering the implications
for food security properly.

The world has changed permanently and needs qaaxdtion by government to
create a policy environment to attract new invesiiien agriculture to ensure
food security. Reliable structures, free from aption, should also be developed
to directly address the needs of the poor duriegldly time that agriculture needs
to react to this new challenge.
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