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LOCALIZING FOOD PRODUCTION

Inflation is on the rise all over the world.  One of the most efficient producers of rice in Asia, Vietnam, experienced a year on year inflation last April of more than 25 per cent.  The main drivers of rise prices are food and energy.  Actually, the two are intertwined.  I just read a memo written by one of my colleagues at the IESE Business School about this topic.  Dr. Alfredo Pastor, a prominent economist in Spain, emphasized that food and energy cannot be taken separately as regards their impact on inflation:  "When gas costs up, truck drivers go on strike; when that happens, food either becomes more expensive, or disappears:  this should be enough to suggest that food prices are somehow linked to energy prices.  In fact, the link is a very strong one:  Industrial agriculture, the technology that has delivered increasingly cheap food to industrial economies for almost a century, is extremely energy-intensive:  it has been estimated that half a gallon (1.89 liters) of oil is needed to grow a bushel (25.4 kilograms) of hybrid corn.  Oil is needed everywhere in the process:  25 percent of it will go to the making of fertilizer, without which today's yields are not attainable; 35 percent to power farm machinery; 7 percent to power irrigation devices, the rest for transport and pesticides.  His conclusion is inevitable:  rising energy prices will mean higher food prices.


One solution he proposes is a change in production technology.  Among these changes are more local production; re-integration of cultivation and husbandry, thereby re-creating the natural plant-cattle cycle; as a result, less use of energy for fertilizer and transport.  These changes in technology, furthermore, will almost certainly bring about welcome improvements in welfare:  re-creating a natural bond between man and nature, re-building and preserving natural communities, fostering social intercourse and cooperation.  Experiments in the U.S. have lasted for more than three decades and look perfectly sustainable on a scale of a few hundred, sometimes a few thousand people.


Although Dr. Pastor was thinking of conditions prevalent in Europe and the United States, his recommendations are equally applicable to countries like the Philippines.  Governors and mayors all over the Philippines should include a food production strategy in their respective provinces or towns that make them as self-sufficient as possible in basic food products like rice, corn, vegetables, fruits, poultry, hogs and cattle.  Until the price of oil quadrupled in the last two years, it was economical to use the Philippine Nautical Highway as a means to transport bulky food products from one island to another on the basis of comparative advantage.  For example, Mindoro has become a major provider of rice not only to Luzon but to many other islands in the Visayas, thanks to the RORO boats.  Although this trade will not completely disappear, especially as regards bananas for the catsup producers in the Luzon area, the cost of transport will make trade in bulky products prohibitive.


This consideration should inspire local officials to more aggressively develop countryside infrastructures like irrigation systems, farm-to market road, and post-harvest facilities for their respective constituencies in order to help bring down inflation due to food prices.   Land in many of areas which have been heretofore unsuited for the production of rice and other basic food products may now be considered for cultivation for two simple reasons which still take into account the principles of a market economy:  the much higher prices of food have made local production more competitive and the high price of energy has made trade between islands more expensive.  If we add to this the very aging ships that are used for interisland transport (as tragically demonstrated by the recent sinking of one of the biggest liners) it may be time once again to consider the localization of food production, without necessarily abandoning completely inter-island trade in food.  There will always be provinces like Aurora and Mindoro Oriental that will have major surpluses of basic food products and can still compete with localized food production, despite high transport costs.


Localizing food production may be part of the holistic approach to community development of such initiatives as the Gawad Kalinga, the PRRM, the Family Farm and Rural Schools and other projects promoted by NGOs in the rural areas.  The Government can help provide the appropriate technical assistance and credit facilities that may be needed by the farmers.  The high energy and food prices that are expected to prevail for at least the next ten years may be the blessing in disguise needed by the farmers to at last get the necessary attention that they missed during decades of import-substitution industrialization.  I suggest  to Filipino voters to make  success in increasing the production of basic food products as a major criterion for electing government officials in the next round of elections scheduled for 2010.  For comments, my email address is bvillegas@uap.edu.ph. 
