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Foreword

The spike in food prices in 2007-2008 was the biggest spike on world food
markets since the world food crisis of 1973-1975. Poor people often spend as
much as 40 per cent of their incomes on staple foods ~ thus, a large price shock
is a major blow to the effective purchasing power of those who are food
insecure, and the crisis caused great hardship to them in many countries
around the world. But food prices on world markets eventually declined in the
second half of 2008, and although domestic prices remain higher than before
the crisis in some countries, the crisis has largely passed. Since large food price
spikes seem to occur about once every 30 to 35 years, is there any scope for an
analysis now? What is the usefulness of analysing the most recent world food
crisis now if we don’t have to deal with a similar crisis until 2040?

While it is true that large price spikes on world markets have occurred
relatively infrequently in the past, there is some reason to think this may
change in the future. First, biofuel demand has strengthened linkages between
world energy and agricultural markets. Because world energy markets are so
much larger than world agricultural markets, they may drive agricultural
markets in the future. And world energy markets have historically been much
more volatile than world food markets, creating the possibility that world food
markets will become more volatile in the future. Second, climate change is
expected to result in an increased frequency of severe climatic events that may
reverse the historical trend of the past few decades to more stable cereal
production and yields. Thus, it is important to understand more about the
most recent world food crisis to help us potentially deal better with similar
shocks that may occur in the future.

While there were price surges for all three of the world’s major cereals (rice,
wheat and maize) in the years 2006 to 2008, it is widely acknowledged that the
spike in world rice prices had a fundamentally different explanation from the
spikes in wheat and maize prices. Thus, while the world rice crisis was
undoubtedly shaped to some extent by the same broad events that contributed
to price spikes in other world food markets, the world rice economy took on a
dynamic of its own, especially in early 2008. In particular, government policies
were crucial, both in terms of their ‘spill-over’ effects on world markets, and in
terms of their heterogeneous effects on domestic prices.
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With a view to designing better policies, and in response to the needs
expressed by many countries to learn how to deal more appropriately with
shocks to international markets in an increasingly globalized environment, the
Food and Agriculture Organization of the United Nations (FAO) has
supported both a workshop and the publication of this book that gathers
together insights from many different experts from around the world. The
workshop brought together participants from a wide range of organizations:
private traders, research institutes, international organizations and government
agencies responsible for policy implementation. The book explores in detail the
wide range of different policies employed by various countries before, during
and in the immediate aftermath of the rice crisis. Different policies led to differ-
ent results, thereby providing invaluable lessons for the future about dealing
with food price shocks. It is my hope that this publication will contribute to a
more informed debate on issues that are of fundamental importance to the
food security of the hundreds of millions of undernourished people around the
globe.

Kostas Stamoulis
Director, Agricultural Development Economics Division
Food and Agriculture Organization of the United Nations



Preface

World rice prices spiked in early 2008, with prices tripling in the span of just a
few months. This crisis on the world market led to surges in domestic rice
prices in many countries, leading to substantial effects on the poor in countries
where rice is the staple food for consumers and the crop most widely grown by
farmers.

Because rice is such an important crop for the world’s poor, FAO felt that it
was important to understand the origins of the world rice crisis, the nature of
domestic policy responses to the crisis, and to attempt to answer the question
‘Can the next rice crisis be prevented?’. In order to achieve these objectives,
FAO convened a workshop in Chiang Mai, Thailand, in February 2009 that
gathered together many different types of experts on the rice economy. This
book has its origins in the discussions held during that workshop.

The purpose of the book is to stimulate and facilitate informed discussion.
Given the effects of the world rice crisis on the poor, such debate is essential to
helping countries manage such crises better in the future. But none of the state-
ments in the book necessarily represent an official position of FAQ, or any
other organization that participated in the workshop.

One group of experts who participated in the workshop make their living
in the international rice trade. While the rice traders who joined the workshop
did not contribute any papers to this book, they did make presentations to the
group during the workshop and contributed many important insights during
the discussions. In this regard, a tremendous vote of thanks is due to Vichai
Sriprasert, Sumeth Laomoraphorn and Porntiwa Tanaphong for keeping every-
one’s feet firmly planted on the ground.

The other experts at the workshop hailed from a wide range of research,
policy and government organizations around the world at both international
and national levels. These experts prepared draft presentations or papers
specifically for this workshop, but then updated and revised them substantially
afterwards in order to create this book. Thanks are due to these people who
contributed their time, expertise and knowledge of various aspects of the
world’s rice economy to this book. Thanks are also due to several authorities
who shared their expertise during the workshop but did not contribute a paper
to this volume: Zhou Hui (State Administration of Grain, China) and Dr Park
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Dong-Kyu (Korea Rural Economic Institute).

The workshop would not have run as smoothly as it did without the excel-
lent planning and logistical support provided over the span of several months,
before, during and after the workshop, by Truchai Sodsoon of FAO’s Regional
Office for Asia and the Pacific and Juejan Tangtermthong of the Agricultural
and Food Marketing Association for Asia and the Pacific (AFMA). Their
support is very gratefully acknowledged. Editorial support from Adam Barclay
in preparing some of the chapters is also gratefully acknowledged.

The workshop would not have been held at all without the intellectual
support and encouragement from He Changchui, Deputy Director General for
Operations at FAO; Hiroyuki Konuma, Assistant Director General and
Regional Representative of FAO’s Regional Office for Asia and the Pacific
(RAP); Kostas Stamoulis, Director of FAO’s Agricultural Development
Economics Division (ESA) in Rome; Keith Wiebe, Deputy Director of ESA;
Jairo Castafio, Senior Statistician at FAO RAP; and Dorjee Kinlay, Economist
in ESA, who first suggested that we hold a workshop on this topic. Their inputs
are sincerely valued.

Financial support from FAQ, and from the organizations that allowed their
staff members to take time off from their other duties and supported their
travel in whole or in part, was very much appreciated by all the participants.

Finally, I would like to thank my family for their love and support, and for
tolerating my continuing interest in anything to do with rice.
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