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» Agricultural commodities price instability is one of the biggest Fig3: Evolution of agricultural producer price indice standard deviation by year

challenges facing agricultural value chain, facing processors in particular. e Canada France Netherlands
» The reason for their investments abroad (FDI) is not only a market- % o /\\/\/J \»\//\
seeking motive but also a resource-seeking motive due to the location ;T o
specific nature of agricultural production. % = o nited Kinadom P
» The effect of production risk on FDI in agri-food industry is not obvious % S -
at first sight. The objective is to analyze the trade-off between home %‘; o M\/f W
production and FDI in agri-food industry, given the volatility of s _ . . . . . . . . . . . .
agricultural commodity prices. 1995 2000 2005 2010 1995 zni;rmf, 2010 1995 2000 2005 2010
JT - f L m :
. 1 + 1y * eﬁ Regression results
R Variables Poisson Tobit
» Model: Fixed effects gravity model (an international trade model) with Log GDP Destination 0 533*** 0,947 ***
various specifications taking into account the presence of null FDI values. Log GDP Origin 0.930*** 1.388% **
Log Distance -1.970*** -2.718***
» Data sources: Bilateral data on FDI stock for the manufacture of food Log GDP per capita Destination  0.744 -0.941**

products, beverages and tobacco gathered from the detailled and unigue
EUROSTAT database. Supplemented by other sources: CEPII, World Bank
WDI, FAOSTAT, IMF,

Log GDP per capita Origin 4.710*** 2.714***
Colony 0.893** 2 Q]G ***
Log Volatility Destination -1.027*** -0.862**
Log Volatility Origin 0.396** 1 264***

Log Distance x Log Volatility 0.524*** 0.526%**

Destination
*(p<0.1), **(p<0.05), ***(p<0.01)

» Volatility measure: standard deviation (square root of variance) of each
country producer price indices of the previous five years (trend removed).

» Final database covers the period 1997-2012, 27 origin countries and 62

destination countries. » The pattern of FDI stock Is influenced by the volatility of agricultural

prices of the destination country;
Figl: Evolution of total stock of FDI by year
» A larger share of FDI goes abroad when the volatility of agricultural
prices Iin the country of origin increases and when the volatility of
. agricultural prices in the country of destination decreases,;

: » The origin country volatility is the most important factor (the volatility
of the country of destination Is not always significant in the various
- specifications).
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T > We are likely to see this type of investment where prices of
1995 2000 2005 2010 2015 agricultural products are less uncertain and where trade costs from the
Year :
host country back to the parent country are not excessive;

0
|

Fig2: Share of destination countries for FDI (average 1994-2012)
» However, when destination market uncertainty Is not very important

Pooisaia and even trade costs close to zero, we are likely to observe fewer FDI
e if fixed costs are high. FDI is not profitable in this case.
China
Germany Gl MLVM%NM??: i o A.; : A:;,: “Rofe ) ?r%,w"mrm o A-; e :m ;:ﬁ;{,
India
Ireland : : : ! . .
" taly > Antle, J. M. (1983). Incorporating risk in production analysis. American
Japan - ' . _
L uxermbourg Journal of Agricultural Economics, 65(5):1099-1106.
MNetherlands
Foland _ _ _
Russia » Kleinert, J. and Toubal, F. (2010). Gravity for FDI. Review of
Switzerland International Economics, 18(1):1-13.
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| . . . » Ramondo, N. and Rappoport, V. (2010). The role of multinational

0 °0.000 100000 120000 roduction In a risky environment. Journal of International Economics
FDI stock from BEurope total, average 1994-2012, Milhons EUROS P y ' )
81(2).240-252.



