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1. Introduction

The interest recently shown in globd policies on naturd resources and raw maerias
in the effort to improve governance and reduce conflicts is shedding light once again on the
longganding problem of the internationd price fluctuations affecting deveoping countries.
This rerewa of interest comes after a lengthy period during which the very idea of a globa
policy for deding with price shocks was out of favour because of measures that faled to take
due account of market mechanisms During this period, the magnitude of internationd price
shocks did not diminish, and indeed increesed, and a number of countries obvioudy reman
vulnerable to them. In consequence, after two decades of market liberdization, the question of
determining how the internationd community might contribute to dampening price shocks
has once again come to the fore.

The primary commodities issue is obvioudy not limited to the impact of price shocks
Surprisingly enough, they are sometimes not taken into account by recent works deding with
the impact of primary commodities on economic growth, where ether their postive effect on
financid resources or ther negaive effect on inditutions or behaviours ae consdered
(Eagterly and Levine 2003). However, the price variability gppears in the recent economic
litterature as importantly affecting the primary commodities market dynamic through its
impact on invesment, storage and production (Pindyck 2002).

Let us recdl the time frame of price variations. Developing countries face three sorts of
price fluctuations. In the short-term (variaions shorter than one year), and in many cases, the
market ingruments dlow the countries to be hedged agangt associated risks. However,
maket indruments ae not avalable for adl commodities and for al developing countries
Therefore, there may be a room for a devdopment assstance policy amed a enlarging this
avalability, or to support the use of agppropriate financid indruments In the long-term, the
problem is not any more the price variability, but the often decreasing trend of the rdative
prices of commodities, which is crucid for the poor countries. Then, the answer can only
come from a change in the production dructure improving the economic diversfication, what
means the developing process itsdf. Between the two time horizons, in the medium-term,
developing countries stay vulnerable to year to year fluctuaions, which ae the source of
shocks strong and codtly. Thisisthat kind of price variability which is our concern.

The purpose of this communication is to examine wha kind of globd measures may
be effidently implemented to hdp the devdoping countries to face price shocks, avoiding the
past falures, which needs to take into account the long term trend of the markets Firdly, we
recdl the nature of the vulnerability to price shocks this legitimates to make the dampening
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of these shocks a reasonable god for the development cooperation policy. Then, we congder
the rationdity of some internationd schemes of insurance or of guarantee which could be
implemented through international assstance for countries facing price shocks this assstance
should be provided on a macroeconomic leve, in particular through debt management, and on
a microeconomic leve, for ingance through an insurance for the producers. The generd
principle underlying our proposals is tha intenationd assdance can enable deveoping
countries to face price shocks, while taking into account the market sgnds, by offering a
guarantee to these countries provided they respect some management rules.

2. The Vulnerability to Price Shocks

It is difficult to design rationd measures for dampening price shocks without inquiring
about the reasons why such shocks can jeopardize development. There is clear evidence of the
negative effects of export ingability on growth (see, for example, Collier, Gunning, and
Asociges 2000; ChanggCombes and  Guillaumont 2002 Dawe 1996, Fosu 1992
Guillaumont 1987, 1994; Guillaumont, Guillaumont Jesnneney, and Brun 1999). The
vulnerability of a country towards price shocks results from three components: the sze of the
shocks or price indability, the exposure to the shocks i.e the channds through which the
shocks are trangmitted to the economy, and the reslience, i.e. the capacity to react or to
manage the shocks (Combes and Guillaumont 2002). It is not an am to assess the
determinants of commodities price indability. We here recdl the transmisson channds of
price shocks, and show how, besdes other factors, development assstance can contribute to
increase the reslience of the economy.

Transmission channels of price shocks.

Price shocks have both a microeconomic and macroeconomic impact on growth and
development. On the microeconomic levd and in the agriculturd aea, when internationd
price ingability is transmitted directly to agriculturd producers, its effects are more damaging
to agriculturd supply when producers are poor and unable to obtain insurance. In such
cdrcumgances, fames ae incined dther to scde back ther invesment and innovaion
owing to their gpprehenson about using riskier techniques or, even in a period of price drops
to forgo educating ther children, which is difficult to reverse

On the macroeconomic levd, undable internationd prices, because they lead to
ingability in export earnings, are dso a factor in red exchange rate ingability—that is
indability in the rdaive price of tradable and nontradable, which occurs regardless of the
naiure of the exchange arangements in place By disupting sgnds about long-term market
trends, thisingtability leads to poor resource alocation and hence to lower factor productivity.

Let us add that the impact of the fluctuations of exports earnings on the red exchange
rate is not necessarily symmetric, in particular because of the domedtic prices rigidity. The
increase in the exports earnings during a boom period results in an appreciation of the red
exchange rate and in a loss of competitiveness for the tradable goods sectors not associated to
the boom (the so cdled “Dutch diseasg’). In a fixed exchange rate regime, the shortfdl in the
exports earnings is usudly not important enough to result in an increese of competitiveness
through a red depreciation; in a floaing exchange rate regime, the nomina depreciation may
be much more important than its past appreciation, because of the inflation it generates.



Moreover, the ingability of export earnings induces a fiscd indability, which may
generdte serious unbalances. During expansonary periods, the growth of tax receipts, as well
as the ease of recourse to externd borrowing, leads to an increase in public expenditure. This
results in public deficits during periods of declining prices These deficits are difficult to
absorb owing to the downward rigidity of expenditures, paticularly in the case of wages and
sdaries. Asareault, inflation and public indebtedness become a chronic problem.

Amongs the public expenditures, the debt service is usudly one of the most affected by
commodity prices shortfdls. The recurrent payment incidents in sub-Saharan  African
countries are eadly explained by the size of the shocks with regard to the budgetary resources.
The HIPC initiative and its bilaterd components admittedly am at insuring the long term debt
sudainability, but in a framework which does not take into account the risk of trangtory but
mgor price shocks, likdy to lead to a severe liquidity crigs Then, without an appropricte
support, the country may not be able to pay its debt service and may be submitted to
sanctions Extend financing is then interrupted, while the raing of country on financd
markets deeply and durably deteriorates. The following recesson is likedy to change the initid
liquidity crigsin anew solvency criss.

Beside debt sarvice, snce public investment conditutes a more flexible component of
public expenditure, its ingability, induced by that of exports, is a factor of lower average rae
of return (Guillaumont, Guillaumont Jeanneney, and Brun 1999).

Lagtly, through the severd channds we have just indicated, the export earnings
ingability and the rdated rdative prices indability are likdy to be a factor of palitica
indability, due to the dgnificant changes in the aisolute and rdative incomes it implies Thus,
this export (price) ingability may be a rdevant explangion for the rdaion found between the
shae of the primary commodities in exports and the risk of conflicts Collier and Hoeffler
(2002), who emphesized this rdaionship, suppose that the presence of primary commodities
gives rise to a rent seeking behaviour and favours the rebds financing. Another ressonable
assumption is that the ingability of exports earnings, dl the higher than exports are manly
primary commodities, exacerbates the frudration fedings. When the ingtability of the exports,
weighted by the openness rate, is induded in a conflict determingtion modd a la Collier-
Hoeffler , not only the risk of conflict Sgnificantly increeses, but dso it removes the
dgnificance of the share of the primary commodities in the exports (Chauvet and Guillaumont
2003). The impact of the export earnings ingability on the politica ingability seems indeed to
be an importatt channd through which it disupts the growth sugtaingbility (Arcand,
Guillaumont and Guillaumont-Jeanneney 2001).

Aid as a Factor of Resilience to Price Shocks

Recognizing the harmful nature of commodity price ingability on the economies of exporting
countries contributes toward judtifying externa assstance for such countries. Such ad is dl
the more judified in that, specificdly in vulnerable countries (those subject to highly undable
world prices), ad has proven to be more effective in teems of growth than it has been in
countries that are less vulnerable economicdly. As much as sound palicy, vulnerability makes
ad more effective or, what amounts to the same thing, ad ateruates the negative
conseguences of the vulnerability (Chauvet and Guillaumont 2001; Guillaumont and Chauvet
2000). In paticular, ad is magindly more effective when it is provided during periods of



declining commodity prices (Collier and Dehn 2001). The various studies referred to here
show both the negaive effect of indability or price dedines (an additive vaiade in
econometric  edimates) and the dtenuation of this effect thanks to ad (multiplicative
variable).

The role of ad towards the developing countries vulnerability to price shocks gopears
to be mainly to increase ther reslience. As the experiment of the internationd agreements on
prices during the past periods has shown, it is hady possble to act efficently on the
evolution of internationd prices, in other words on the sze of the shocks (Guillaumont and
Guillaumont-Jeanneney  2003). Its action towards the exposure to the shocks is a long term
one, because it involves a diversfication of the exports, which results from the development
itsdf. Concerning the resilience to price shocks, it can be increesed not only by the volume of
ad, but dso by its moddlities.

A quick examingtion of the severd channds through which the internationd prices
indability affects the devdopment reweds that dampening prices shocks has both
meacroeconomic (through government budget, the red exchange rate, the policy Sability) and
microeconomic  consequences  (for the people concerned by the internationd  prices
fluctuation). Aid can intervene a these two levels to dtenuate the vulnerability towards the
internationa pricesingability.

3. Aid to Face the Sectoral Macroeconomic Consequences of International Prices
Ingtability

The expresson “dampening price shocks’ mogt often refers to dampening price drops.

However, price shocks may be postive as wel as negative. One clear lesson from the past 30
years is that rgpid rises in internationa prices have drawn economies into Stuations that were
partticularly difficult to manage when prices later fel. Hence the occurrence of positive and
negative shocks in succession—in other words, priceingability—is at the root of the problem.
It is as if price booms were perceived as permanent shocks, i.e. as information on long term
trends, likdy to sudan a higher levd of expenditures and shortfdls price as trandtory
shocks, to be compensated. A wdl designed dampening policy has to avoid this
misunderstanding and to dways refer to long term signds. It must hep developing countries
to face the risks linked to short term prices fluctuations, through an improvement of the
management of their export booms so that they can increase ther reslience to following price
shortfdls

The internationd community cannot content itsdf with sressng the importace of
sound domestic macroeconomic management for purposes of dampening shocks, in that such
shocks specificdly make the conduct of economic policy more difficult. The role of the
international  community in response to shocks could be to act Smultaneoudy to provide
insurance and promote sound management. The generd idea is that the internationd
community could hedp to introduce automatic debilization mechanisms by financing ther
costs subject to the adoption of agreed and controllable management rules. In short, the
international community would offer a guarantee in exchange for acommitment asto rules.

This “exante’ conditiondity is essentid to induce an automaic adgptation to shocks, without
atempting to implement other kind of conditiondity on the use of these new funds.

The financid indruments used to compensate shocks and implemented on the
internationd level were not exactly in accordance with this principle, and have shown their
limit: neither the IMF compensatory financing created in 1963, nor the exports earnings
dabilization sysem, s0 cdled Sabex, which worked out during the Lomé Conventions,



covering the peiod 19752000, have correctly met this automatic adaptetion principle. Even
if the compensatory financing had been initidly implemented with a less severe conditiondity
than the standby agreements, it Smply became an additiond mechanism to those of the IMF,
in paticular of the SAF and of the ESAF for the lower income countries, and therefore
submitted to the same conditiondity. The Stabex has been increasingly submitted to the
contradiction inherent to its two badc principles automatic adgptation and targeting of the
compensation on agricultural sectors concerned by prices shortfdl. That is why dong with the
successve conventions, under the pressure of European countries, the control of the
Commisson on the Stabex funds use has been increesngly important, implying longer and
longer delays in the payments and removing their contra cydica effects, without guarantying
any compensation for the farmers concerned by the price shortfdl (cf. Collier, Guillaumont,
Guillaumont-Jeanneney and Gunning 1999 and CERDI 1998). The new mechanism, the
“aupport to short term exports earnings fluctuations’, which follows the Stabex in the
Cotonou convention, seems to be more a budgetary support than the Stabex, but it supposes
an agreement on the funds dlocation. However, it seems to be possble to adjust these
working rules towards more automatic answers.

A convenient way to insure an automatic compensations to the shocks is to link the
debt sarvice to the evolution of the exported products prices But another solution has to be
found for the poor countrieswith alow leve of indebtedness.

Automatic adjustment of debt servicet o price shocks: an ex ante management of price shocks.

The proposd to link the debt service to the evolution of the exported prices offers a
macroeconomic gpplication of the principle of not only compensating for price shortfdl but
d for ingability. Alleviaing debt service when prices are low, but increasing it when they
are high induce a contra cydic effect on public finance: the lowering of externd debt service
dlows the economy to maintain the other domestic expenditures in spite of the decrease in tax
revenues induced by the export shortfdl. In the opposite Stuation, increesing the debt service
avoids a deddbilization and a hady reversble sStuaion due to the increese of public
expenditures when the prices are raising quite rapidly. Such a sysem could be implemented
for any commodities dependant country, which would wish for it, and which would
effectively commit to increese the debt service when the prices increese. Credibility and
repect of this commitment are sengtive issuesin such asystem.

Beyond these problems, the implementation of such a principle raises obvioudy
severd quedtions. (i) the nature of the reference (the price of one or severd primary
commodities or export earnings), (i) how to compute this reference, (iii) the financing and the
adaptation of the loan (cancelling or delaying the payments). The answer to the first question
depends on whether the loan is sovereign or not. Referring to only one commodity price is not
conceivable except for the case where the loan is contracted with a firm or an organisation
whose activity is manly linked to one paticular commodity®. When a loan is granted to a
government, the main primary exports, or even the whole exports are to be consdered as a
reference. The question is then to know if the reference must be an average price of the
exports or the exports revenues. The advantage of this second solution, which is that of the

! For ingtance, a loan granted to the North Province of Nouvelle-Caédonie by the AFD in 1990 in order to
finance the repurchase of the shares of a mining firm was dependent on an “incresse or delay of the capitd
payments if the nickd price LME is above or under 3,75%£b or 25%£b respectively, while the length of the loan
cannot last over 13 years.



compensatory financing fecility or the Stabex, is to take into account both price, and quantity
shocks resulting from exogenous events, such as dimatic events or from the price evolution
itsdf. The fird solution advantage is to endble the mechaniam to be based on internationd
rather than on nationd data

The second quedion deds with the definition of a price or a revenue reference
threshold to trigger the mechanism. It seems logicd to refer either to a trend vaue of the price
or to a price conddered as reasonable by the main producers and consumers. To avoid the
mechanism to be permanently activated, the vaues must be bounded down and up. These
guestions have been extensvely dudied about the severd compensatory financing schemes
(e.g. CERDI 1998).

Two agpproaches are concelvable about the financing. A globa goproach would be to
modulate the whole debt sarvice Then, a multilaterd rescheduling fund, financed by
upplementary service debt paid by debtors taking advantage of temporarily higher prices or
by insurance contracts subscribed by the governments, and  supplemented by officid
devdopment assgtance, a least for the initid endowment. This solution enables an equitable
sharing of the cogts between the creditors. A loan by loan approach would consist in new kind
of loans incduding an adjusment of payment moddities This second gpproach makes the
creditors and debtors aware of ther responshilities, as they can't have, in lagt resort, a risk
coverage by an externd dructure.  However, until a new generdtion of loans has been
subdtituted to the last one, this gpproach is not enough.

Bedde the loans with adjusted debt service, whose management is necessarily
complex, other schemes are conceivéble and deserve an examination. For example, if any
concessonay loan is in fact a combination of a cdasscd loan and of a grant, we can imagine
a scheme of financing based on loans with congtant annuities and grants mobilizeble in case
of exogenous temporarily shock to cover the debt sarvice, patly or entirdy. These grants
would be financed by a decrease in the rate of the concessionary loan, induced by smdler
interests bonification or shorter period of amortization®. This kind of scheme avoids the
problem faced to adjust upwards the debt service when export price incresses. The fisca
management of the loan would day dlasscd, but some payments could be covered, partly or
entirdly, by the associated grant activated in case of decreasng prices. Without any shock, we
could imagine to use the grant, or a part of it, to cover the lagt payments. However, the
disadvantage of this gpproach is that it doesn't work symmetricaly in case of increase or
decrease in the prices and it provides no incentive for a sound management of the booms. We
could imagine that to be covered by this insurance, the countries have to commit to sound
economic polides.

Thee examples emphasze the potentid for financid instruments indexed on the
shocks the poor countries face However, its technicd, juridicd, financid and politicd
feashility are dill to be andysed, as the way to aticulae it with the other ingruments of the
officid devdopment asssance. Obvioudy, adopting such an gpproach raises the quesion of

2 Asthe long periods of payments delays for the sovereign concessionary loanswould seem lessjustified if the
financing scheme were not tied to the only intern characteristics of the project.

3The VAN of the grant would be inferior, because it would only be engaged at the end of the repayment. The
part of consessiondity of that scheme would not be entirdly expectable, but would be borned out, depending on
the moment where the grant would be sollicited.



the coordination between the severd creditors without any coordingtion, a prisoner dilemma
aopears, no creditor has any incentive to adjust his indruments to price shocks because he
would facilitate the debt service owe to other creditors without any improvement for the
beneficiary country.

The HIPC countries, which are particularly dependent on primary commodities, could
be interesed in such schedules, even if they dready took advantage of debt cancdlation. The
am of the HIPC initiative is to converge to a debt to export ratio equas to 150%. Anyway,
the sudtainability at this leve is andysed assuming a certain exports growth rate, without any
explicit mechanism to adjust the levd of the debt and its sarvice to the evolution of the
exports price. We could apply the schedule we detailed above to the remaning debt. The
benefit for the HIPC would crucidly depend on the reference threshold of the export price. As
a matter of fact, a the completion point, the internationa price of severd price was reatively
low and therefore could not be used as a reference threshold.

More gengdly, mantaning sovereign ooncessonary loans in countries  highly
vulnerability to price shocks may imply to move from an ex post to an ex ante management of
the external debt service, according to the price shock. It means a debt service whose volume,
or profile, would be, directly or not, adjused according to these shocks It is a mgor
chdlenge both for the previsond fiscd management of the government and for the creditors
coordination, financid enginearing and concessondity management. This kind of approach
would not be redricted to the debt stock of the countries digible a the HIPC initiative. It
would be a dgnificant step towards a new indebtedness dtrategy more redidtic, gppropriate
and sugainable.

Price shocks management in poor countries financed by grants: a special fund for LDCs?

This type of proposd should not mask the redity that other countries, while not
heavily indebted, reman extremdy dependent on ther commodity exports and subject to
ggnificant price shocks It would be paradoxicd for a new internaiond initigtive intended to
address such shocks not to take such countries into account or to exclude them for the smple
reason that they are not heavily indebted. The logica response would then be for automatic
assgance in loan form to be extended to them in the event of price drops, subject to the
condition that they undertake to repay the ad a a pace that itsdf depends on price
devdopments, beyond a deterioration threshold. In this spirit, a reasonable propostion would
be to create a new mechanism for automatic assigtance in the event of price declines tha is
reserved for leest developed countries. Let us recal that this category has been established by
the United Nations with a view to ensuring differentid trestment and is based on criteria
whereby they may be identified as particularly vulnerable and as poor countries’. We also
remember that aid is even more effective for economic growth as a country is more vulnerable
(Guillaumont and Chauvet 2001). This ad, extended in grant form, would be digtinct from the
Internationd  Mongtary Fund's compensatory financing. It should correspond to  partid
compensation granted subject to the sole condition that the country fird undertook to limit the
growth of its public expenditure during periods of high prices The country would thus be
prompted to set adde a portion of the gains registered when prices are high in order to
maintain its spending levels when prices decline to the extent such drops are not offset by the

* On the method for identifying the Least Developed Countries ( LDCs), see United Nations (2000).



international  community. This would thus play the role of insurance and conditute an
incentive for sdf-insurance. It should be possble to mohilize the resources necessary for this
mechanism insofar as it would be limited to the category of “Least developed countries’.®

4. The role of Aid as an Instrument to Face Sectoral and Microeconomic Impact of
International Price Instability.

Since price ingahility has unfavorable effects on both the macroeconomic and sectord leves,
it is logicd for the mechanisms to be designed in such a way as to remedy the effects of
ingability at each of these levels Our focus here is on mechanisms amed at atenuating the
effects of price ingahility in the agricultura sector.

Combining Macroeconomic and Sectoral Support

The intensity with which internationd price indability is transmitted to exporters and
agriculturd  producers depends on the tax and parafiscd policies of the government as regards
agricultura  exports. In the abosence of such levies, price changes are transmitted in ther
entirety, which does not preclude an influence on generd tax receipts owing to the impact of
price changes on ndiond income. In the case of levies that are proportiond to the vaue of
exports and condant, the direct income gain or loss is saed by the government and the
sector, which may result in greaster producer price indability than internaiond price
ingability if marketing cogts are rigid. Naturdly, by modifying its tax raes the government
changes the conditions under which gans or losses ae divided between itsdf and the
stakeholders in the sector. For this reason, the externd support for a policy amed a usng
insurance mechaniams to reduce the risks incurred by producers owing to price vaiability
must ensure that it does not conditute a pretext for a greater transfer of risk from the
government to producers. In other words, it must be accompanied by fiscal conditiondlity.

Insurance Schemes or Guarantee Funds ?°

Fird, the internationd community could assig with egadishing insurance mechanisms for
agriculturd  producers in low-income countries who currently find them out of reech owing to
their cost. Producers could then take out insurance at a modest price, in the form of an option
to =l a given volume of ther harvest. The price a which the option is exercised should be
st in terms of the pagt trend for the internationd price. There would be no risk of adverse
sdection, but rather a beneficid sdection, as it affects those with the grestest need, and there
would be no mord hazard in tha farmers, a least those producing export crops, cannot
influence prices and the government’'s behavior is subject to conditiondity. The externd
support should both cover a portion of the costs of managing the options and guerantee the
financing of the possble gap between the option exercise price and the producer price
corresponding to the internationa price a the time the export product is sold.

The advantage of this solution is that the sdle of options could be managed by private
operators. Moreover, it could be associated with insurance on the volume of harvests. To be
aure, the ease with which this gpproach could be implemented would vary from country to

®It would not be out of the guestion to usein thisway the “ support in cases of short-term fluctuationsin export
earnings’ provided under the Cotonou agreement, Change | to the African, Caribbean, Pacific (ACP) countries
with, moreover, lessrigorousdigihility criteriafor the ACP which are members of the category of the least
developed countries as defined by the United Nations.

®This section is based on Collier and others (1999) and on Guillaumont P. and S. Guillaumont Jeanneney (1990)



country, depending on the scde, location, and dispersd of producing units. The maor
drawback is thet it would dampen only negative shocks as it is difficult to conceve of
circumstances in which producers would underteke to pay back a portion of ther earnings in
the event of unusudly high internationd prices.

This highlights the objective of reducing the variability of the prices pad to producers,
notwithganding the flaws in the opeaion of dabilization funds Concavably, the
internationd community could provide its support to guarantee funds whose operation would
meet a number of conditions. The two key conditions pertain to the flexibility of the reference
price and the placement of the monetary assets involved.

The price guaranteed to the producer should be cdculated on the bass of an
international  price that is gradudly adjusted toward the internationd market trend and reflects
norma marketing, transportation, and processng codts and perhgps a rate of public levies
itsdf determined in light of the internationd trend price. This guaranteed price should be
widdy disseminated throughout the country by the media The guarantee fund would be
credited by the postive differentids between the effective internationad price and the trend
price and be debited by the negetive differentids.

The cash assets of the guarantee fund, built up both by contributions from producers
during periods of high prices and by internationd assgtance, should be maneged by a body
that is independent of the government and preferably has internationd daus. These funds
would thus be beyond the government's reach, which is necessry in order to ensure the
credibility of the system and would make it possible to use them countercydicaly.

The operation of such a guarantee is compatible with trade liberdization and can
acoommodate various forms of marketing, including those that give producers associdions
an important role In order to prevent differing sysems in neighboring countries from
favoring informa reexports to the country where the highest price is offered, it would be
advisable to design the guarantee system in aregiond context.

Internationad community support for this kind of guarantee fund would be dl the more
judtified should it cover products whose prices are sructurdly depressed and for which price
variability is booged by the subsdies that indudrid countries pay to their own producers in
particular in the event of price declines.

5 Conclusion

The negdive consequences of commodity price ingability on the politica ability and
economic  development of poor countries are enough evidenced to legitimate internaiond
answers. Recent declarations of the French President a the Summit of the Heads of State of
Africa and France and the coming G8 meeting offer an opportunity for new thinking and new
intiativesin thisfidd.

Lessons have been drawvn from numerous measures which have been implemented for
forty years and have often faled, manly because they have neglected the long term market
trends. There exigs solutions, both adjusted to market trends and relying on contracts between
the internationd community, the daes and producer organisations. The common feaiure of
the measures presented in this communication is to offer a guarantee in exchange of some
rues likey to improve the macroeconomic management of the shocks, and the protection of
poor farmers aswell.



These solutions could be combined with the externd debt trestment for highly indebted
countries and with schemes of contra-cyclicd grants for the Least Developed Countries. It
does not seem that huge resources are needed to implement such guarantees. Moreover it is
conceivable to use exising schemes to this end, such as, after amendments, the Compensatory
Finance Facility of the I.LM.F., or the “support in case of short-term fluctuations of export
earnings’, included in the Cotonou Convention.
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