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The complex dynamics of agriculture as a financial asset: Introduction to symposium

Jennifer Clapp, S. Ryan Isakson and Oane Visser

Abstract: The contemporary process of financialization has been a major driver of the remarkable changes
witnessed in global food and agricultural markets over the past decade, contributing to the rise and subsequent
volatility of food and agricultural commaodity prices since 2006. In the wake of these developments it has become
clear that the turmoil has intensified the relationship between agriculture and finance in ways that have profound and
enduring implications for the sector, and the people whose lives and livelihoods depend upon it. This symposium
brings together four original research articles that contemplate the contemporary relationship between the agrifood
and financial sectors. They examine a variety of overlapping themes, including the creation of financial assets from
farmland and agricultural commodities, the activities of different types of investors in these assets in specific
geographic contexts, and the challenges of governing this activity at the global scale. These articles show that the
period of market volatility that began a decade ago reinvigorated investor interest in financial products linked to
agriculture and farming, and inspired the packaging of new farms of financial assets in ways that have affected

politics and practice on the ground, and are likely to leave a lasting legacy.
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The contemporary process of financialization has been a major driver of the remarkable changes witnessed in global
food and agricultural markets over the past decade. While other factors were certainly at play, financial speculation
contributed to the rise and subsequent volatility of food and agricultural commaodity prices in 2006, resulting in
market turmoil affecting those who rely on those markets for their food and livelihoods (Clapp 2009; Ghosh et al.
2012; Heltberg et al. 2013; Lagi et al. 2012). Agriculture and food commodity prices have since stabilized, but in the
wake of these developments it has become clear that the turmoil has intensified the relationship between agriculture
and finance in ways that have profound and enduring implications for the sector, and the people whose lives and
livelihoods depend upon it.

This symposium brings together four original research articles that contemplate the contemporary
relationship between the agrifood and financial sectors. They examine a variety of overlapping themes, including the
creation of financial assets from farmland and agricultural commodities, the activities of different types of investors
in these assets in specific geographic contexts, and the challenges of governing this activity at the global scale. Even
as agricultural commodity prices have eased on global markets in recent years, what these articles show is that the
period of market



volatility that began a decade ago re-invigorated investor interest in financial products linked to agriculture and
farming, and inspired the packaging of new forms of financial assets in ways that have affected politics and practice
on the ground, and are likely to leave an lasting legacy. Four interrelated themes stand out from these articles.

First, increased financial activity in the food and agricultural sector has resulted in a blurring of boundaries
on a number of fronts. It has become increasingly difficult, for instance, to differentiate between the agricultural and
financial sector, and between the different actors involved in financial investment in agriculture (Isakson 2014). In
her contribution to this symposium, Clapp shows that banks and other traditional financial institutions, as well as
pension funds and hedge funds, are increasingly engaging in commodity and farmland investments. Similarly, more
conventional agrifood actors, such as commodity trading firms, are acting like financial firms. For example, Cargill,
the world's largest grain trading company, is in a unique position between the financial and agricultural sectors. As
Salerno discusses in her contribution to the symposium, the firm has recently expanded its activities into the
financial realm through the creation of a number of financial subsidiary companies that actively invest in the
agricultural sector. In addition to its long-standing practice of hedging its own financial risks in derivatives markets,
Cargill now sells commodity-based financial products to third parties. Meanwhile, it has intensified private equity
investments in suppliers that not only help to ensure the trader’s access to physical commodities, but also generate
valuable data that informs Cargill’s activities in derivatives markets and generates further profits on equity sales.
Combined, Clapp and Salerno’s articles shed light on a complex matrix of investments between the agrifood and
financial sectors and a blurring of boundaries between them.

In addition to the greying between financial and ‘real’ activities, the blurring is evident along at least two
other dimensions. One is the difficulty of distinguishing between bona fide hedging and pure financial speculation in
agricultural commodity markets. Commodity trading firms insist that any financial activity on their own account is
simply hedging, but determining whether that is the case, as Salerno and others have pointed out, is difficult in
practice (Clapp 2015; Murphy et al. 2012). There is also a blurred understanding of farmland ‘productivity’. With
the recent growth of financial assets based on agriculture and farmland, it is increasingly unclear whether
productivity refers to agricultural production, the returns on the financial asset, or both. This tension is highlighted
in the contributions to this symposium by Visser and Ducastel and Anseeuw (c.f. Fairbairn 2014; Visser 2015).
Visser, for instance, describes how the agricultural holdings in Russia (and Ukraine) initially focused on land
appreciation but, upon the realization of stagnating capital gains, gave greater attention to agricultural production.

A second key theme that emerges from the papers is the wide diversity of actors engaged in the process of
turning farmland and agricultural and food commodities into financial assets. The papers identify a broad range of
actors, including investment banks, real estate firms, farm management enterprises, large agricultural companies (a
broad and diverse category in and of itself), commaodity trading firms, hedge funds, and pension fund managers. The
wide diversity of actors engaging in these activities, combined with the varying nature of their financial activities,
has contributed to confusion and has made researching this issue particularly challenging. The principal actors
involved might be different in each case, making it virtually impossible to generalize about the process of financial
asset-making in the sector. The articles in this symposium illustrate this point, as they feature different actors taking
on diverse roles in different contexts. Ducastel and Anseeuw’s analysis features the role of brokers in converting
South African farmland into a financial asset class, where, fund managers have a central role. Whereas as Visser’s
analysis shows, in Russia large agricultural holdings, sometimes assisted by real estate consultants, are the central
actors. For their part, Salerno and Clapp highlight the complex range of actors involved in the commaodification and
financialization of agricultural commodities, and the extent to which their activities overlap. As Clapp points out,
pension funds, for example, may be investing in hedge funds, which in turn may be subsidiaries of large commaodity
trading firms. Salerno’s analysis features the commodity trading firm Cargill as a key actor in this chain of
participants in the sector.

Third, the ways in which financial assets associated with farmland, food and agricultural commodities have
emerged and operate are highly complex. The articulation of different assets in the food and farmland sector into the
financial sector is unique in each of the cases examined. However, as several of the articles in this symposium show,
there are a number of general conditions that must hold and steps involved in turning farmland, for example, into a
financial asset for investors. Ducastel and Anseeuw show through the case of two farmland funds in South Africa,
that a predictable flow of revenue, a standardized information flow, and a distancing from the social context are all
important features of transforming farmland into a financial asset for investors. Similarly, Visser looks at the process
of turning farmland into a financial asset in Russia, and develops a typology for the different conditions that must
apply for this process to be successful. These include profit potential, discursive scarcity, standardization,



liquidity, and legitimacy. As Visser notes, however, the process is not always straightforward, and as the case of
Russia shows, the promise of profitability to investors does not always mean that the farms involved are actually
profitable on the ground. Meanwhile, as Salerno’s article illustrates, the assemblage of financial assets is relatively
less work for a powerful actor like Cargill, thanks in part to the dominant role that it plays in a number of agrifood
supply chains.

Fourth, the blurring of sectoral boundaries, the diversity of actors, and the complexity of financial
instruments have all contributed to difficulties in crafting effective governance mechanisms to address potential
externalities arising from increased financial investment in the food and farming sector. Clapp shows, for example,
that the political challenges of regulating activity in this area has resulted in voluntary rather than mandatory
approaches to governing financial investment in the sector. The rise of voluntary financial responsibility, however,
suffers from a number of weaknesses that have already been identified with respect to voluntary initiatives more
generally. These include weak enforcement capacity, low participation rates, a weak business case for sustainability
measures, and a confusing array of initiatives that can vary significantly in their requirements and effectiveness. The
diversity of investors and complexity of financial instruments involved complicate efforts to discern which actors
should bear the burden of responsibility, and how to ensure that they do so. The end result, Clapp argues, is that the
voluntary responsible investment initiatives for agriculture are more likely to shape discourse than practice. Yet at
the same time, as Salerno observes, the increasingly fuzzy distinction between the speculative and hedging practices
of major grain traders like Cargill, combined with their lobbying efforts, create challenges for traditional regulatory
prescriptions like position limits in commodity derivatives markets (c.f. Murphy et al. 2012; Helleiner
2015).Combined, Clapp and Salerno’s articles raise the questions of whether and how finance can be harnessed to
advance a sustainable, effective, and socially just food economy.

Together, the articles in this symposium show that profound changes have occurred as a result of the
intensified interest in agriculture and farmland as a financial asset over the past decade. These changes have
occurred on several levels. At the level of farming and farmland, there has been a change in landholding practices.
As both Visser and Ducastel and Anseeuw illustrate, the process of turning agricultural land into a financial asset
requires a depoliticization of land control. Yet, by its very nature, control over land is an inherently political
question (e.g. Borras 2007; Li 2015), meaning that such abstraction can contribute to the silencing of certain claims.
Changes are also occurring in actual farming practices. In order to realize returns from agricultural production,
finance pushes for the increased capitalization of agricultural production, particularly the mechanized production of
row crops (HighQuest 2010). Yet these changes have profound implications for social relations of agricultural
production as well as for the natural environment. While it need not be the case, such capitalization of agriculture is
often associated with the displacement of agricultural labor while those who continue to work the land do so as
poorly compensated and insecure wage laborers (Akram-Lodhi 2013; Binswager 1986; Deere and Ledn 1981).
Meanwhile, the short-term improvements in yield that are associated with mono-cropping and the increased use of
commercial inputs are often linked with declining soil fertility, soil and groundwater contamination, reduced
biodiversity, and, ultimately, less resilient food systems (Altieri 1995; Holt-Giménez 2002; Perfecto et al. 2009).

There has also been a discernable change in strategy among different actors, as all of the papers in this
symposium show. For example, increased financialization in the sector has resulted in an increased ability for
commodity trading firms to hedge their financial risks with more complex financial instruments. At the same time,
banks become more involved in trading physical commodities as a hedge against the agricultural-linked products
that they are increasingly offering to investors. And investors now have more avenues to diversify their asset mix
into agricultural and farmland investments. Large institutional investors can invest in agriculture through farmland
funds of private equity firms and hedge firms (Daniel 2012; Ducastel and Anseeuw this issue), through Real Estate
Investment Trusts (REITSs) (Fairbairn 2014; Gunnoe 2014), or by buying shares directly in large stock listed
agricultural companies, which have emerged in Latin-America (Fairbairn 2014), Russia and Ukraine (Visser, this
issue), and Australia (Magnan 2015).

Governance approaches are also affected by these developments. VVoluntary measures tend to dominate
despite the well-known weaknesses with this approach. Meanwhile, traditional approaches to regulate speculative
activity in agricultural derivatives markets have been complicated by corporate concentration along agrifood supply
chains (Murphy 2008; Clapp 2012). Vertical integration by major commodity traders, combined with their
increasing forays into financial markets, have further blurred the already grey distinction between speculation and
hedging (Salerno, this issue; Clapp 2015). At the same time, innovations in finance have lengthened agrifood supply
chains and introduced new challenges in identifying the role played by specific investors (Clapp 2014). The
implication is that traditional means for regulating financial activities, like position limits,



are complicated as are more recent attempts like voluntary guidelines for socially responsible investing (Helleiner
2015).

These new conditions, which have emerged as a result of increased financial activity in the farmland and
agricultural commaodity sectors, are likely to persist, even in the wake of a decline of speculative interest in food and
farmland. The recent financialization of the sector has altered the norms, practices, and institutional settings in
important ways. As these new forms of asset-making and financial practices become more prevalent and normalized
without strict regulatory controls in place to safeguard against the associated social and environmental costs, the
stage is arguably set for a future rally of financial actors in this sector. These conditions suggest that the time to
address these issues is now, rather than waiting for the next crisis to strike in the sector.
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