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Many countries in both the developed and developing world are seeing their manufacturing sectors being threatened by the unrelenting expansion of China as the world's leading manufacturer of practically any imaginable good.  The Chinese are expertly combining their still abundant and low-cost labor with access to the highest form of technology.  China can lead the world, not only in labor-intensive manufacturing but also in high-technology, capital-intensive industries.  Many countries will have to look for their competitive advantage in services or in other sectors of industry such as construction, public utilities and mining.


Thanks to the recent explosion in the prices of food products, a good number of countries in both the developed and developing world are discovering that agriculture and aquaculture and more broadly, agribusiness can be their competitive advantage.  Countries endowed with vast agricultural lands are realizing that investing in food production can be a profitable business once certain counterproductive practices as the subsidization of primary products like corn, wheat, sugar and dairy and the utter neglect of infrastructures in the countryside are finally abandoned.


There is one undeniable fact:  China has very little agricultural resources.  Its arable land is giving way to industrial parks, urban lands, and highways.  Despite high farm productivity, it will not be able to feed itself.  It will have to import most of its food requirements as its population gets richer.


As I delivered this message to European and Latin American entrepreneurs, I sensed a great deal of relief that together with services such as logistics, tourism and information technology, agribusiness can once again be a pillar of their respective economies. I found this optimism especially spreading in such Latin American countries as Peru, Chile, Argentina and Brazil which have vast tracts of agricultural lands that can still be made more productive given the appropriate State policies.  They are especially eyeing the Northeast Asian countries, including China, as markets for their agribusiness products. They need, however, strategic guidance from agribusiness economists who can present to them an accurate picture of supply and demand in the Asia Pacific region of the major food products that have rapidly expanding markets.


This is when I tell them of the Center for Food and Agri Business (CFA), a think tank associated with the University of Asia and the Pacific, headed by Dr. Rolando Dy.  CFA’s familiarity with the agribusiness map in East Asia will be very useful in advising investors, both new and old, who are now positioning themselves to take full advantage of the high prices of food products that are forecasted to prevail at least for the next ten years.


Just recently, the CFA gave a very lucid briefing on the roots of the global food crisis.  Citing a recent book by Paj Patel (2008) entitled “Stuffed and Starved: The Hidden Battle for the World Food System,” they noted the five main reasons for high food prices across the board.  These are:  1) Food production is heavily dependent on fossil fuel and oil prices are soaring;  2) As nations get richer, they demand more meat, shifting grain "out of the bowls of the poorest people into the stomachs of livestock;" 3) Biofuel production is boosting prices; 4) Poor harvests may be the front end of climate change (most acute in Australia); and 5)  Speculation on food prices fuels spikes.  They elaborated on these factors, especially referring to the major shifts in consumption patterns for meat, dairy, fish, fruits and vegetables in China and India.  


They then traced the multiple effects of high petroleum prices on food prices.  Increased fuel and transport costs obviously make food more expensive.  Then there are the increases in fertilizer and pesticide costs due to higher logistics costs, natural gas price spike, etc.    In the U.S., high tariffs on ethanol imported from Brazil caused diversion of corn to ethanol from animal feeds, and in turn led to higher meat and dairy prices.  High corn prices also caused area shifts away from wheat that led to supply squeeze.  They quoted the Chimes Report from Washington, D.C.:  "As world oil prices hover around $120 a barrel, more food crops are ending up in fuel tanks. In the United States, about one-quarter of the corn crop is now being used to make ethanol, which is blended with gasoline to make a motor fuel."  Soybean farmers in the U.S. are switching to corn, which drives up soy prices, and so on.


Over and above the general outlook for food prices during the next ten years, the CFA is qualified to give strategic guidelines to investors from and outside the region who are seriously thinking of investing in the various phases of food production and marketing in the Asia Pacific region. They will include in their portfolio of investments such non-food products as ethanol, biodiesel, and agro-forestry.


Those interested in contacting CFA may do so through email address cfauap@yahoo.com or rdy@uap.edu.ph.  For comments, my email address is bvillegas@uap.edu.ph.
