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Global financial crisis could
affect food security

Although major cereal prices con-

tinued declining after surging to

record highs earlier this year and the

region looks forward to increased

2008 harvests, Asia-Pacific food

security is likely to be negatively

affected by the international

financial meltdown. The economic

slowdown in the OECD nations is

affecting Asia’s labour-intensive

export industry leading to large-scale

employee retrenchment, reducing

the incomes of urban workers and

their ability to buy food. A stronger

US dollar has made food imports

costlier for food-deficit countries. The

global financial squeeze could

reduce credit availability for

upcoming harvests. In late October,

the Philippine central bank urged

commercial banks to increase

lending for rice production and

lowered the “risk weighting” of bank

loans guaranteed by the govern-

ment’s Agricultural Guarantee Fund

Pool (AGFP).

Rice prices continue sliding

Thai White Rice 100% Grade B fell

from over US$700 in early October

2008 to about US$590 a month later

with the Thai government due to

sell 2.5 million tonnes of its more

than 4 million tonnes of rice stock.

The state procurement price

was lowered from Baht�14 000 to

Baht 12 000 this year, but was still

higher than the market price in a bid

to support the paddy harvest.

International rice prices faced

downward pressure from cheaper

Vietnamese exports as well as from

the Indian government’s relaxation

of restrictions on export of premium

non-basmati rice. Bumper harvests in

the main rice producing nations

pushed prices down in several Asian

countries, but these remain high

in countries with internal market

rigidities. Subsidized rice prices in

Source: FAO Regional Office for Asia and the Pacific

Selected international cereal export prices
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T imor-Leste fell from US$17 to

US$12.50 per 35 kg bag in October

with farmers reportedly reluctant

to sell the local surplus at the

lower price. Farm gate prices of

un-milled rice in some areas in

the Philippines fell to half of

the average of PHP18 last May.

Average local wheat prices in

Afghanistan in October, however,

were more than double those a

year ago.

FAO works with SAARC and
ASEAN on food security

Agriculture ministers of the South

Asian Association for Regional

Cooperation (SAARC) member

countries met on 5 November to

discuss subregional food security

challenges following up on the

August 2008 Colombo SAARC

Summit’s Statement on Food

Security and the SAARC Regional

Strategy and Programme for Food

Security (RSPFS) prepared with

FAO’s support.

The Asian Development Bank

(ADB) is assisting in formulating

SAARC food security project

proposals using guidelines pre-

pared with FAO’s support. The

Association of Southeast Asian

Nations (ASEAN) has sought the

collaboration of FAO in imple-

menting the Strategic Plan of

Action on Food Security in the

ASEAN region (SPA-FS). Food

security will be on the agenda of

the ASEAN-UN Summit during the

December 2008 ASEAN Summit

in Thailand.

Food situation and policy
developments

Delivery of agricultural inputs to

vulnerable farming households

is under way or has been com-

pleted in 7 of the 11�Asian coun-

tries benefiting from projects under

the Initiative on Soaring Food

Prices (ISFP). ISFP delivery was due

to begin in Bhutan, Cambodia,

Mongolia and Philippines after the

signing of the project documents

by the respective governments.

In Afghanistan, wheat seed and

fertilizer were distributed to some

3�000 farm households in Saripul

province and the new Minister of

Agriculture, Irrigation and Livestock

requested donors’ financial

support for the July 2008 Joint

Emergency Appeal. The Govern-

ment has allocated US$3 million

for winter livestock feed. On

2 November, FAO, WFP, EC and

ECHO participated in the food

security meeting convened by

the Embassy of the Netherlands

in Kabul.

Rice, maize, pulse and vegetable

seeds and fertil izers worth

US$441�734 were being delivered

to 11�175 small and marginal

farmers in 99�upzilas (sub-districts)

in Bangladesh where Cyclone

Rashmi damaged thousands of

hectares of standing crops and

vegetables in the coastal regions

of Barisal and Khulna. With rice

prices falling, the Government

scaled down the open market

sales (OMS) programme and

about 1�500 OMS dealers lowered

the price of rice by Tk 2 per

kilogramme. Unsafe melamine

levels were found in three

imported powdered milk brands

after laboratory tests were carried

out, including one conducted in

Thailand with FAO’s assistance.

Fertilizer for the winter crops was to

be distributed in the Democratic

People’s Republic of Korea. Maize,

wheat, millet and vegetable seeds

were delivered to 27�318�house-

holds in Nepal’s flood-hit far

western and mid-western regions

and emergency livestock feed

and medication were distributed

in the country’s flood-affected

Sunsari and Saptari eastern

districts. Suitable agricultural reha-

bilitation interventions will be

initiated in Nepal’s flood-affected

regions after assessments by FAO

and other agencies.

Beneficiary farmers in selected

districts in Pakistan had started

sowing and were being trained

in improved farming practices

after receiving wheat seed and

fertilizer worth US$339 321 in Octo-

ber. The implementing partner also

began distributing an additional

US$867 828 worth of wheat, lentil

and vegetable seeds and fertilizer.

A presidential Executive Order in

the Philippines has directed the

Department of Agriculture to

encourage corporations with more

than 500�employees to meet

workers’ rice needs either through

imports or by engaging in rice

production, using leased public or

idle farm land. Starting next year,

the fertil izer subsidy will be

replaced with support for the

manufacture of organic fertilizer

covering 10�percent of the 4�

million ha rice farms in the country.

Sowing began in Sri Lanka’s

Amparaa, Batticaloa, Polonnaruwa

and Anuradhapura districts using

ISFP-provided paddy seed, fertilizer

and hoes. An FAO-EU ISFP project

worth 15 million euros is being

finalized for implementation in

2009–10.

The distribution of 225 tonnes of

high-yield maize seeds to 22�500�

Timor-Leste households was de-
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layed by the closure of Dili Port,

but it was expected that the

distribution would be completed

by the end of November in time

for the main planting season. Five

hundred metallic silos of 500 to

1 000 kg each were constructed

and material had arrived for

building an additional 3 000 silos.

Implementation of one regional

and seven national ISFP projects

began in the Pacific subregion

covering 14 countries with bene-

ficiaries being identified by FAO

and the governments.

The twin crises of finance and
food1

“As world leaders struggle to halt

the crisis spreading across the

global financial markets, analysts

and economists are attempting

to gauge the magnitude of this

meltdown. Will it rival or surpass

the Great Depression of the 1930s,

the Black October of 1987 or the

Asian Economic Collapse of 1997?
In fact, it has the potential to be

far worse, and the reasons are

high food prices and food short-

ages, and the steady erosion of

agriculture and rural economies.

Food availability and affordability

are the bedrocks of any society.

During the Great Depression, Black

October and the Asian Economic

Crisis, food prices were at historic

lows. No matter how dire the

situation, food was still plentiful

and cheap. Today, the story is

different. Food is in shorter supply;

prices have been steadily climbing

since 2001, and have escalated

dramatically since 2006.

According to the tracking of our

Organization, food prices rose by

9 percent in 2006, 24 percent in

2007, and surged 51 percent in

the past 12 months. Although we

saw some price drops for certain

food commodities in the past

months, average prices are still

much higher than normal, and the

international markets remain

volatile. During normal times, that

level of ‘sticker shock’ would spell

hardship for most working people

and the poor. Coupled with an

economic crisis of the enormity

taking place today, the impact

could be catastrophic.

The role of food security in wider

events should not be under-

estimated. Food shortages and

runaway food price inflation have

a history of leading to social unrest

and political upheaval. The

current crisis has already sparked

riots and social turbulence in over

30 countries, and contributed to

the fall of at least one elected

government. In 2007 alone, the

food crisis threw an additional

75 million people into the ranks of

the malnourished.

Hard-won gains by many nations

in their battles against hunger and

poverty may be reversed. The

ability of countries to meet the

Millennium Development Goals

will be ever more doubtful. Over

60 countries are receiving support

and assistance from the inter-

national community to boost food

production.

World leaders have been aware

of the growing threats to food

security for several years. Recently,

they began taking steps to

address these looming perils. In

June 2008, more than $11 billion

was pledged at the Rome Food

Security Summit, attended by

representatives from 181 nations

including more than 40 Heads of

State. The money is to be used for

immediate food aid for those who

need it, and for investing in and

revitalizing the agricultural sector

to boost crop production. Con-

sidering the array of needs to

be addressed, it was not an

enormous sum, but it was a good

start.

The danger today is that those

commitments will not be kept.

Governments have few choices

except to set aside hundreds of

billions of dollars to rescue ailing

financial institutions. But that may

leave them with hard choices.

Some may have to cut funding

from other programmes to pay for

this bailout. One of the least

politically popular areas of

government expenditure is foreign

aid. Citizens naturally ask: when

times are tough at home, why

should we be giving money

to poor farmers in developing

countries? It is a legitimate

question. Let us be clear about

the answer:

This is not just a problem of poor

farmers in developing countries.

This is everybody’s problem. In the

modern world few if any nations

are self sufficient when it comes to

food security. Even the wealthiest

countries import massive amounts

of food. Countries that ship rice

overseas may still need to source

wheat from outside their borders.

In this respect, the world truly

is interconnected and inter-

dependent. For that reason, this is

a problem that can only be

addressed at a global level, and

1 Comment published in leading Bangkok

English language newspaper by Dr He

Changchui, Assistant Director-General

and FAO Regional Representative for Asia

and the Pacific.



NOVEMBER  2008 ASIA PACIFIC FOOD SITUATION UPDATE

4 FAO Regional Office for Asia and the Pacific

so the pledges made in Rome

must be fulfilled – and fulfilled on

time.

For food prices to come down,

food supplies will have to increase.

And for food supplies to meet the

growing demands of the world’s

population, an infusion of invest-

ment in agriculture is essential.

Climate change may already

be a factor behind increasing

droughts and flooding in fertile,

food-producing regions. The lure

of quick cash from growing crops

suitable for bio-fuels has reduced

the amount of land devoted

to growing food. Subsidies and

trade barriers distort markets and

reduce efficiency in production

and distribution.

A critical factor in the shortfalls in

food supplies is that in much of

the developing world farmers are

not anywhere near as productive

as they could be. They have the

potential to grow a greater variety

of crops and increase the number

of harvests each year. Unfor-

tunately, many lack the technical

knowledge, tools and infra-

structure to achieve this. With

investment and support they can

remedy these problems and begin

producing enough food for us all

at prices we can stomach.

A thriving agricultural sector

provides another benefit for many

societies; it serves as a social

safety net. As factories closed and

jobs disappeared in the wake of

Asia’s meltdown during the late

1990s, substantial numbers of rural

people who had migrated to

cities to work returned to their

farms and villages. Resources were

still plentiful and food was there to

be shared. But with governments

focussing investment on industry,

the lives of those engaged in

agriculture have become ever

more hard. There are 583 million

hungry people on farms and in

villages across Asia and the

Pacific; 75 percent of the region’s

poor live in rural areas. These days,

there may not be much in the

village for the jobless to return to.

The social safety net has been

frayed.

Governments of developing

countries, therefore, must also do

their part. The bulk of investment

to improve infrastructure and

boost productivity must come

from the developing countries

themselves. Policies that support

agriculture, making it sustainable,

rewarding and sufficiently pro-

ductive to support us all must be

adopted with urgency.

That said, no country can do this

alone. It requires partnerships, and

so donors must neither slow nor

renege on the official develop-

ment assistance and other

political commitments made in

Rome and elsewhere. As a result

of the convergence of financial,

food and fuel crises, a global

tragedy is rapidly unfolding.

In our efforts to prevent this, we

must not be placed in a position

of having to choose between

bankers and farmers when it

comes to resources. As costly

and painful as the mistakes of

those engaged in finance have

been and will be, we must not

short-change those engaged in

agriculture. For our own sake, we

must provide them with the tools

for achievement and the seeds

for success. Their success puts

food on our tables. And the fruits

of their labours are the very

staples of our lives.”
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