
Food Security 

Climate change, and particularly extreme heat, may present significant challenges to global food production. 

There are still important opportunities, however, for financial innovation.  Simple changes in insurance and 

credit may, for instance, help developing country farmers manage risk. 

Pierre Jacquet, Chief Economist of the Agence Française de Développement, gave a comprehensive 

overview of the food security issue. He noted several important aspects of food security. In particular, the 

role of finance in food security should be framed in terms of managing risk rather than managing crisis. A new 

way to manage risks, however, is required. Food security risk is not limited to price risk, but also includes 

credit risk, market risk, stockpiling, etc. This suggests the need for integrated farm portfolios. On the issue of 

land-grabbing, Mr. Jacquet noted that this should be more clearly framed in terms of the problem of land 

tenure, and the protection of domestic farmers’ rights. He concluded by noting that there is a massive 

opportunity for financial innovation, particularly in terms of small simple innovations in the areas of 

insurance and credit to help developing country farmers form better risk management practices.  

Vipul Prakash, Senior Manager of the Agribusiness and Forestry Division of the International Finance 

Corporation (IFC), highlighted that agribusiness is an IFC strategic priority. Over the past few years (and 

particularly since 2008), trade finance has been an important IFC product in the agribusiness area, rising to an 

even greater share than traditional “core agribusiness.” The general IFC approach can best be described as 

“Integrated Agribusiness Value Chain Approach,” where the institution focuses on those segments where its 

marginal impact is greatest. Mr. Prakash identified such points as inputs, warehouse receipts financing, risk 

management, and infrastructure. Performance of the portfolio to date has been good. Efforts are currently 

underway to extend the impact of interventions in this sector to more smallholders while continuing to 

deliver good returns. 

Wolfram Schlenker, Assistant Professor of Economics at the School of International and Public Affairs at 

Columbia University, outlined some of the main facts relevant to the determinants of food prices. These 

included the role of storage; the effect of public policies; and the potential impact of climate change on food 

prices. He noted first that there are four basic staples, which account for 75% of global caloric consumption: 

corn, rice, soybeans, and wheat. The prices of these staples have been on a downward trend with production 

outstripping consumption. It is important to recognize that the U.S. share of caloric consumption is around 

23%, and has been constant in the last 50 years, so that changes in U.S. yields can have global impacts.  

In terms of public policies, Professor Schlenker pointed out that some policies, such as export restrictions 

and the U.S. ethanol mandate, have had negative effects. The former in terms of impacts on importers and 

creating bad disincentives for storage provision; and the latter in terms of creating sharp food price increases, 

as much as 20%. Historic shocks are in the range of 5%, with historic storage inventory levels between 5% 

and 35%. Finally, Professor Schlenker noted potential effects of climate change on yields. In particular, since 

corn and soybean are particularly sensitive to extreme heat, the negative effects might be marked.  

Victoria Barbary of Monitor Group moderated of the panel. Unfortunately, there was insufficient time her 

comments and audience questions. 

 


