ABAC Food System Reports (Archives)

An APEC Food System Proposal from the APEC Business Advisory Council



Third ABAC Meeting, Chinese Taipei, September 1998

ABAC proposes an "APEC Food System" that will promote social and economic development and benefit all APEC member economies. The proposal calls for capacity-building measures to accompany the promotion of trade in recognition of the important role of the rural sector in the economy of the wider society.
Executive Summary

· APEC Leaders have called for "joint action" in the food sector, in order to ensure that the region's growth and development is sustainable. ABAC agrees with Leaders on the importance of the food sector, and calls for a comprehensive work program. 

· ABAC calls for APEC Leaders to commit to building an APEC Food System as their approach to action in the food sector. Consistent with the APEC principles and objectives represented by comprehensiveness, non-discrimination, WTO-consistency and flexibility. 

· The APEC Food System is a vision of a far more robust regional food system which efficiently links together food producers, processors and consumers. A regional food system which harnesses the resources of the region to more securely meet consumers' food needs and which maximizes the contribution of the food sector to the wealth and prosperity of all economies. 

· The overriding objectives of the APEC Food System are to ensure the long term availability of food, at affordable prices, to all consumers and that the food sector contributes as far as possible to sustainable growth and development in the region. 

· Building an APEC Food System requires cooperative action (in parallel) in the following areas: rural infrastructure development, dissemination of technological advances and promotion of trade in food products. 

· Whilst some food issues have historically been sensitive, cooperative action in a sector which is so fundamental to the region's ongoing prosperity should be promoted. The needs are such as to demand early action to build a regional food system which will provide, with far greater certainty, for the region's future food needs. 

Food is already on the APEC agenda, but a comprehensive work program is needed.

At their 1994 meeting in Bogor, APEC Leaders agreed on the goal of free and open trade and investment in the APEC region by 2010/20. Under the APEC principles of comprehensiveness, flexibility, WTO-consistency and non-discrimination, this includes the food sector. 

Meeting in Osaka in 1995, Leaders noted the importance of the food sector in "ensuring the region's economic prosperity is sustainable" and called for "joint action" in this sector. ABAC agrees with APEC Leaders on the priority of action in the food sector. There is a need for a comprehensive work program.

APEC's approach in the food sector reflects the historical sensitivities associated with food; for example, over issues such as food security, food embargoes, and rural lifestyles. These are valid concerns, but they should not prevent APEC from formulating a long-term strategy and plan of action for meeting the challenges facing the region's food sector. Recent years have seen growing regional cooperation and increasing economic interdependence. This creates new possibilities for dealing cooperatively with food issues. 

The lack of appropriate action is costly for the region as a whole, and particularly so for APEC's developing members. In some cases the needs are pressing. ABAC believes it is time to work to build a food system in the APEC region which will provide for the region's food needs in the future.

Challenges facing the region call for comprehensive action in the food sector

The APEC region faces considerable challenges in meeting the food requirements of its people. In particular, we note: 

The fragility of the food system in some parts of the region and its vulnerability to economic shocks and natural disasters.

Recent food shortages and crop-damaging floods in some economies are examples. Short-term relief measures will continue to be essential. In addition, a long- term strategy designed to provide more stable and secure food supplies and to minimize the impact of such shocks is required. 

The pressure on availability of arable land for food production in some parts of the region.

Urbanization, pollution, land degradation, and environmental concerns have all contributed to near zero growth of arable land in the past decade (on a global basis). For those parts of the region where the land frontier has been reached, the stress on scarce resources can be alleviated through improving yields, through technological advancement and through greater reliance on supplies from other parts of the region. 

The enormous capital investment required for development of the region's food distribution system.

Greater urbanization and increasing consumption of processed foods has resulted in greater distances between food producers, processors and consumers. In addition, some productive capacity in the region remains isolated from markets due to inadequate infrastructure. A far more expansive, sophisticated and efficient distribution system in the food sector is required. Private sector investment will need to accompany public sector efforts to this end. 

The APEC region is home to one third of the world's poor (445 million people), despite sufficient food production capacity in the region to feed all.

Boosting food production and trade in developing countries is one of the principal means of combating this poverty with the majority of the poor dependent on food or food-related activities. This will contribute to increased growth and development in the region, particularly so in rural communities of many developing countries. 

Growing demand for food products, an increasing premium on product quality, and demand for a greater variety of food products in the APEC region on account of population growth and increasing per capita incomes.

As per capita incomes rise, consumers demand a more diversified diet and more processed food. Meeting these demands will require an increase in the volume of trade and investment in the region's food sector. 

These challenges are real and pressing. The food sector is of critical importance in meeting these challenges. ABAC believes that far more cooperation in the food sector (on a regional basis) is both possible and necessary if real progress is to be made. Work must begin now.

APEC's Contribution: Cooperative Action to Build an APEC 
Food System

APEC is uniquely placed to address the above issues through cooperative action to build a far more robust regional food system. A system which efficiently links together food production, food processors and consumers. A system which harnesses the resources of the region wherever they are located, in order to meet the food requirements of its peoples and maximizes the contribution of the food sector to the welfare and prosperity of all economies, whether food exporting or food importing, developing or developed. 

ABAC's vision is a regional food system where: 

· Consumers have access to the food they desire at affordable prices; 

· The productivity of the food sector is enhanced through region-wide availability of food-related technological advances and through efficient resource use; 

· Supply security is improved through cooperation and interdependence; 

· The vitality of rural communities is enhanced through improved infrastructural development and through access to viable non-farm employment and industry. 

We have called such a regional food system an "APEC Food System". The overriding objectives of the APEC Food System are to ensure that: 

· All households in the region have access to the quality and choice of food they desire, at affordable prices; 

· The food sector contributes as far as possible to sustainable growth and development in the region. 

This vision of a regional food system, based on far greater cooperation and interdependence between economies over food issues is entirely consistent with APEC's vision and goals (and in fact, a necessary step toward achieving them). In turn, the benefits of cooperative APEC action in the food sector --- economic and social --- are potentially far greater than for any other sector.

Building An APEC Food System

Building an APEC Food System is a long-term project and will require a commitment to cooperative action by all APEC members, working closely with the private sector, in the following areas: rural infrastructure development, dissemination of technological advances and promotion of trade in food products. These three areas are interrelated and activity in one area will reinforce progress in another. 

On the other hand, if pursued independently outcomes will be sub-optimal. To ensure work in the food sector has the most favorable outcome, action in these three areas must proceed in parallel. 

It is important to note that the APEC Food System recognizes that domestic support programs may be necessary, provided these are transparent and WTO-consistent.

Rural Infrastructure Development

In their 1997 Ministerial Statement, APEC Ministers stated that "…improving infrastructure in rural communities…is critical to the region's development." The development of far more extensive rural infrastructure is an integral part of building an efficient and robust regional food system. 

This must include physical infrastructure, required to link food producers with processors and consumers. This will, in turn, mean more diverse sources of supply and more stable/secure food markets. The ADB has estimated infrastructure investment of some US$1.2 trillion is required in the region by 2010, a significant proportion of which is directly related to the food sector. Most economies in the Asia Pacific region still have huge infrastructure requirements in the food sector, for: 

· Delivery of agricultural inputs; 

· Distribution of agricultural outputs; 

· Handling and processing of agricultural outputs; and 

· Storage and distribution of food products. 

A more extensive and sophisticated distribution system is required in the food sector as an increasingly urbanized population consumes a greater range of food products (including more processed food) and has higher expectations regarding food quality. 

In addition, greater availability of rural education is needed to help improve productivity in food production and facilitate better management of land and water resources. The increasing sophistication of production, processing and distribution/marketing of food products underscores the need for an educated workforce in this sector. 

Not only is rural infrastructure development an integral component of building an APEC food system, it is vital to ensuring the development and vitality of rural communities, particularly where they are highly dependent on the food sector. Equally, it will help ensure rural communities are able to complement income from the food sector with non-farm employment. 

ABAC calls for cooperative action by APEC to: 

1. Improve the availability of rural education; 

2. Promote increased investment in (physical) rural infrastructure, including: 

· Ensuring sound macro-economic and domestic regulatory environments, these being conducive to private sector investment in infrastructure; 

· Development of funding mechanisms (working with the private sector) to facilitate, and reduce the cost of, private sector investment in infrastructure. 

Promotion of Trade in Food Products

There remains significant impediments to trade in food products in the APEC region. These are maintained at a high cost to consumers, taxpayers and business. These impediments in turn: 

· Constrain the level of trade in food products (which is much lower than for most other goods and grows more slowly); 

· Result in higher food prices for consumers; and 

· Constrain development in some rural communities which are heavily reliant on the food industry. 

The existence of these impediments arises from natural and social conditions in each economy, and were established to ensure sustainable agricultural production, to enable agriculture to play multifunctional roles in each economy and to achieve food security. Against this background, liberalization cannot be seen as an end in itself. 

In view of the pressure in the region on land, water and capital resources, the APEC Food System calls for action to promote trade in food products. ABAC calls for cooperative action by APEC in the following areas: 

· Trade facilitation measures to reduce the cost of trade in food products. 

· Measures to improve the capacity of member economies to trade in food products, including: 

· A program of technical assistance to upgrade SPS procedures where these inhibit exporting of food related goods; 

· Cooperation for harmonization/equivalency of food regulation and control systems on consumer requirements. 

· Progressive elimination of unnecessary impediments to trade in food products, ahead of the Bogor goals, including: 

· Progressive reduction of tariffs; 

· Identification and phasing out of WTO-inconsistent non-tariffs measures; 

· Elimination of export subsidies. 

· Cooperation in assuring nondiscriminatory access to food products. 

Dissemination of Technological Advances in Food Production and Processing

Throughout the APEC region significant advances are being made in bio-technology and technology-based methods of farm/crop management and food processing. These developments hold significant promise for: 

· Improving food sector productivity; 

· Improving food sector product quality and safety; 

· Minimizing the harmful effects of food production on the environment. 

These developments will become increasingly important to the food sector as a whole and to individual economies' food production capacity. However, at present the benefits of food related technology are confined to a small number of economies where the innovations have arisen. This results in uneven benefits throughout the region. 

Facilitating greater investment in the food sector is necessary to facilitate both the development of food related technologies and their dissemination throughout the region. This is of particular importance for developing countries where investment in agricultural research and development has fallen to around 0.5% of production compared with a 2% average in OECD countries. 

ABAC calls for regional cooperation in the following areas: 

· Promotion of food technology transfer in the region; 

· Harmonization of food-safety related regulations (as they apply to technology); 

· Research, development and marketing of food related technology; 

· Ensuring dissemination of new technologies in a manner consistent with market principles and intellectual property rights; 

· Distribution of information on the most environmentally sound food production and processing techniques. 

Over the past thirty years, demand for food has risen rapidly within the APEC region. Rapid economic growth, rising per capita incomes and population change have meant a huge increase in aggregate demand for food products. At the same time, economic growth and development have also affected the region's capacity to meet this growth in demand.
Food security has been defined as where "all households have both physical and economic access to adequate food for all members and where households are not at risk of losing such access." The APEC region has, in the past, demonstrated its ability to satisfy demand for food products by its citizens. Despite the challenges posed by the above, few question the region's capacity to meet future demand for food. The question is, rather, whether demand will be met in the most efficient and environmentally responsible way.
As the region looks forward to 2020, it faces a number of trends which will impact on its ongoing ability to maintain adequate food supplies for its citizens. In summary, these are:
· Food demand has risen driven by population growth and rising per capita incomes. Changing demographics, especially in the 20-44 age group, contributes to higher demand for food products.
· Consumption patterns are changing toward a more diversified diet and more processed food as per capita incomes rise particularly in middle-income economies.
· Food imports constitute an increasing proportion of food supply driven by changing consumption patterns and limited availability of land and water in some parts of the region.
· A leveling off in yields for food products will happen unless investment in research and development increases. ? Urbanization, pollution and land degradation reduces the availability of land in some parts of the region, while the potential to expand the amount of land used by the food sector exists in other parts of the region.
· Growing competition from industrial and residential users for land, water and capital may increase food production costs.
· Increasing environmental pressures influences the costs of food production and resource availability.
· Increasing urbanization and greater demand for processed goods result in greater distances between consumers, processors and producers. This means a requirement for more extensive and efficient infrastructure and food distribution systems.
