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Introduction

· About: the EU Commodity Action Plan and how the Commission sees and promotes the role of farmers and their organisations in its implementation

· Outline: (i) General Points about the Action Plan on Commodities; (ii) Four specific areas where we see an important role for FOs.  

1. The Action Plan

· Trigger was clearly the price situation of many agricultural commodities, in particular coffee, at the turn of the century (declines having started around the mid 1990s) and the evident poverty relevance of this in a situation where the commodity sectors in many DCs, were in a bad state - in particular the most commodity dependent one. We had noted that surprisingly little attention was given to them in countries PRS and other Development strategies etc. 

· In addition, the international and national scenes on which commodity producers were playing had changed over the 10 to 15 years: At the international level (abandon of market intervention, increased competition + concentration, integration, quality requirements …), in producing countries (privatisation, deregulation, liberalisation). All this produced changes that we needed to address in our cooperation. Past support to commodity development in CDDCs has largely taken a sufficient demand as given. Interventions have thus largely focussed on ensuring or increasing supply and have less often looked at commodity chains from a market angle. 

· Also changes in the modalities of providing development cooperation. Gradual moves away from project-type support to wider agriculture sector approaches and programmes. We have also moved away from earmarking funds already at the EU level in favour of selecting focal sectors  only at the country level, in line with country priorities expressed in development plans. This means that for commodities to receive support, they must be prioritised 
· The Action Plan has two objectives. First improving income for producers of agricultural commodities. Second, reducing vulnerability to producers and at the macro-level. 

· The Commission wanted to stress its view that traditional commodity sectors still have a role as a key source of employment, income, export earnings and poverty reduction in CDDCs. But measures are needed to support them – sectors are doing very badly in several countries caught in a trap of declining income and investment, stagnating competitiveness, persistent poverty and dependence. Their commodity sectors have difficulties in adapting to increasingly harsh international competition and changes in the international market environment, and countries have few resources to counter the situation. Without such action, these sectors will continue to lose competitiveness in many countries, with major socio-economic and political consequences. 

· The Plan was adopted in the midst of a quite intense international debate on trade and development issues which is still going on. Producing the Plan was opportunity to stress that there are no one single magic solutions to commodity problems, but that many different issues influence incomes and vulnerability and need to be tackled from different angles.  Thus, the Action Plan is structured around six major challenges

1. The first: the need to give more priority to commodity chains and dependence at national and international level; 
The following two have to do with the behaviour of commodity prices:
2. Recognising that the LT trend for commodities is downwards, and that this must be incorporated into policies and support approaches

3. Recognising the importance of continuing to seek ways of managing commodity risks and accessing finance; 

4. Linked to price decline, but also wider than that, the whole issue of diversifying around traditional commodities; 

5. As we were and are in trade negotiations, the communication addresses issues of trade rules. successfully integrating with the international trading system; and 

6. Finally, we thought that the whole matter of corporate practices deserved its own chapter:  enhancing sustainable corporate practices and investments in CDDCs. This very much picks up on the new dynamics in corporate social responsibiltiy, and provude our views on what could be done by business and by ourselves. 

· The Commission proposal for an EU Action Plan was endorsed by the EU General Affairs and External Relations Council on 27 April 2004 (see also leaflet summarising Action Plan). Furthermore, in 2004 also an Action Plan on Cotton was agreed in the framework of the EU-Africa Cotton Partnership, agreed at a Forum in Paris in July 2004 (see CTA publication). 

· Implementation of the Action Plan(s) includes roles for many actors, both from ACP and EU side. In terms of financing, support is provided both from EU Member States and through the EC. EC sources of fund relate to an all-ACP programme on Capacity Building for Commodities (9th EDF, € 45 million; planned to start effectively in January 2007, using International Organisations) and projects and programmes under the national indicative programmes in the various ACP countries.
2. On the role of the Framers/Producers Organisations
· Starting point is that the traditional export sectors in particular of the countries that depend on them the most are facing multiple challenges: global price competition, quality requirements, producer fragmentation, the changing role of the state….etc.
· Recognition that when the sectors are working badly, producers are the first to suffer, as they are the weakest actor in the chain.

· Thus the Action Plan in general is concerned with maintaining competitiveness of sectors in particular in countries which are highly dependent on them, by getting the producers more organised, and getting more attention to them at national level.
· More specifically, we believe there are a number of areas related to the Action Plan in which FOs can play a very useful role. In this presentation we highlight four of them.

2.1. Strategies (national level)
· A key aspect of implementation of the Plan is to facilitate the development of effective commodity strategies. We are setting up a programme now which will support this work. 

· We want the strategies to be developed in a participatory effort by the whole chain – involving producers, collectors, traders, processors, input providers, marketers, policy makers, exporters etc. 

· At the outset of the strategy work, there will be specific attention paid to the situation of producers – what capacity do they have to participate in strategy discussions – if needed there will be capacity building before the exercise kicks off

· Also, although the activity involves developing a sector strategy, the intention is to clearly recognise that commodity producers often are not just producing one single product, but the intention is to ensure that a broader set of skills and assets and challenges are taken into account – based on livelihood systems analysis
· Strategies will have to take into account the international market dimension, including the opportunities open to sectors (e.g. niches), as well as the threats.
· In relation to this, although a sector strategy will result, there will be broader attention to diversification opportunities, and not only international ones, but also regional and national/local

· Main issue will be capacity building for strategy development. Strategies need regular revision, updating and modification once circumstances change. The capacity to react adequately in a strategic manner is actually more important than the mere existence of a strategy.
=>
FOs will play an important role in all the strategy development processes as key stakeholders in the sector. They should therefore also be included in capacity building efforts around strategy development

2.2. Sustainable Corporate Practices / Corporate Social Responsibility 
· The Action Plan also picked up on the new dynamics among many international commodity companies and private sector organisations to develop its own codes of conduct and “sustainability brands”, relating to labour issues, human rights and environment, as part of their policies on corporate social responsibility (CSR). We wanted to provide some views on how we think these trends could be enhanced and built upon to provide real benefits for producers. 

· Principally, our view is that codes covering the mainstream sectors have a potential to increase the number of commodity producers benefiting from them and so should be encouraged, but we provided some “criteria” that we considered should be taken into account in company codes of conduct and “sustainability brands” … 

· … should cover 3 pillars of sustainability (environmental, economic and social)

· … should avoid exclusion and promote inclusion of weaker producers not yet meeting new criteria

· … should compensate producers financially for higher demands placed on them

· … should involve producers in their design 

· … should include mechanisms for evaluation and verification 

· In support of these principles, the EC is seeking to 

- Promote consumer and producer transparency about costs and benefits and potential risks of various schemes, including through special internet portal on sustainability claims schemes, as part of the All-ACP programme presently being formulated 

- Promote the principles above through participation in international discussions on issues, including in International Commodity Bodies 
· Farmer Organisations will need to be implied in this work in agreeing on the scope and contents of ‘sustainability’ criteria, in organising farmers and groups to cooperate in the various schemes and in assuring that benefits will be passed on to producers.

2.3. Commodity Risk Management

· In the framework of the Action Plan, the EU undertook to assist in extending producer access to market based commodity price risk insurance; to support the development and piloting of new financial instruments and the creation of the institutions for such instruments; and to support the piloting of the use of market-based insurance tools. 
· We are a strong believer that such instruments can be usefully applied in reducing price and weather-related risks in ACP countries. There are a number of examples that clearly show that the instruments are working to the benefit of farmers, their organisations, rural finance institutions and national governments. They will not be a panacea, but are one useful element in a larger basket of tools that can assist chains to become more competitive and less vulnerable. 
· Farmer organisations, both at national and local level will need to be implied in this work in various means:

· By learning about the use and restrictions of market-based risk management tools and by passing on this information to their members;

· By assisting in the development of new and tailor-made products, both in terms of products based on futures markets and insurance products;

· By being involved in the piloting of the instruments, as well as the evaluation of their usefulness

· By exchanging experiences with other ACP organisations 

· Etc.
2.4. Participation at international level - ICBs

· Another dimension of the Action Plan concerns the role of the International Commodity Bodies (such as ICAC, ICO, ICCO, ISO etc.), who have largely been going through a process of reformulating their objectives and activities. The Commission has recently launched a comparative study on their present and future mandates and activities. These bodies are traditional inter-governmental ones, but today there is need for broader private sector participation, so the study will look at that. Farmers Organisations are part of the private sector that ought to be heard in these organisations.

· Depending on the future shape of the ICBs, FOs may want to (re-)consider their links with the ICB, ranging from passive receiver of information to becoming member or observer of some of them. In any case it is our view that FOs will need to be implied in the discussions that will emerge in the next few years about the roles and mandates of the ICBs in the medium-long term.
In conclusion it seems fair to say that strong producer organisations are a key element to facing the numerous challenges of today, be it by means of getting access to information, input, credit, extension, organising output volumes, marketing etc, or by having a say in the policy making at national and international levels that affects the livelihoods of producers.
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