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|. The Food Crisis



|. The Food Crisis

A Thereis consensuthattheo o f f stactfiorahle food
crisis can be datedto mid 2006 when international
food pricesbegarto riseatanacceleratepace

A However problemshadbeenbrewingfor a while,with
amixtureof structurahndexternafactorsdrivingfood
pricesup

A Accordingio the FAO FoodPricelndex,betweenlune

2006 and June2008 the overallrise of international
food pricesamountedo astaggering /. 7%



The rise of food
prices reached its
zenithin June2008

—&— FAO General Food Index
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Source: Food and Agriculture Organisation.
* Data up to August 2009.



Main drivers of world food inflation

Structural

Temporary

Demand side

A Sustained rapid growth and
changes in consumption
patterns in emerging
countries, driving food
demand up (China)

A Surge in biduel production
(Corn)

A Speculative investment in
agriculture commodities futurgs
and options markets

Supply side A Increases in production cos$ts Poor harvest due to natural
(Oll, fertilizers) phenomena in some cases

(Australiad wheat)
Other A Depreciation of the United

Sates dollar




After 3 years of
continuous increase,
food prices declined
during the first half
of 2009

Maize (US) Rice (Thai) Sorghum (US) Soybean (US) Wheat (US)

2006 = 2007 m 2008 W Jan-Jun 2009

Source: Food and Agriculture Organisation.
* Data up to June 2009.



Recenfirends
A From 2008 on, International food prices have
contractedignificantly

A The globalfinancialandeconomiccrisisthat startedn

2008is oneof the mainfactorsexplaininghis

A Stagnatiom thegrowthof food demand

A Fallin thepriceof oil andotherinputs
A Collapsef speculativdrivesin thefood markets

A Howeverjnternationalood priceshavenot returnedo
pre-crisislevelsyet
A Thefoodcrisisiso o0 veée byaow



ll. Economic and social impact on the Caribbe:



A fact: The Caribbean is very dependent on imported food

The Caribbeamloesnot
produce wheat, which,
IS extensivelymported
andconsumed

Thousand of metric tons in 2008/2009

Coarse grains

Domestic production @ Domestic consumption M Imports

Sourckhnited States Department of Agriculture
*Accumulated data for the whole Caribbean area for 2008/2009.
Imports are reported on a trade year basis. All other data are reported using local marketing years. 10



Economic impact: Price inflation accelerated in the Caribbean,

driven by rising food prices
In allthecasedood
inflation was higher
than nonfood and

headlinenflation

Accumulated inflation from June 2006 to June 2009

Headline inflation M Food inflation M Non-food inflation

SourceECLAC on the basis of official data
* Data up to March 2009 in the case of Guyana 11



Food inflation also was considerable in the smaller Caribbean
countries, pushing headline inflation up
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Headline inflation W Food inflation M Non-food inflation

SourceECLAC on the basis of official data

* Data up to March 2009 in the case of Anguila
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Food inflation was the main contributor to headline inflation In
almost all Caribbean countries

Percentage points contributed b
food inflation to headline inflation
July 2006-June2009

MDCs
Bahamas
Barbados
Belize
Guyana*
Jamaica
Suriname

Trinidad and Tobago

ECCU
Anguila* .

Antigua and Barbuda : In Jamaica, food
Dominica : inflation added 251

Grenada - it :
Montserrat percentage points 1o

St. Kitts and Nevis . headlindood

St. Lucia
St. Vincent and the Grenadines

SourceECLAC on the basis of official data

* Data up to March 2009 in the case of Guyana and Anguila
13



Guyana, Jamaica, Suriname and Trinidad and Tobago suffered t
highest food inflation and ndood inflation rates

Inflation in the Caribbean Region, 2006 - 2009
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SourceECLAC on the basis of official data
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In any case, during 2009 food inflation has slowed down in most
Caribbean countries

Food inflation by semesters

-3.2
-4.0

In some cases, food

infation during the frs

half of 2009 was
negativereflectinga net
reductionof food prices

15

SourceECLAC on the basis of official data
* Data up to March 2009 in the case of Guyana



The ECCU countries have benefitted from a slowdown, or even :
reversal, of food inflation during 2009
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SourceECLAC on the basis of official data
* Data up to March 2009 in the case of Anguila
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Food prices in the Caribbean are downward rigid

—o— World Food Index
Bah
Bar
Bel
—_— Guy*
Jam

Most food price
indexes in the
Caribbean are
still higher than
worldfood index

SourceECLAC on the basis of official data
* Data up to March 2009 in the case of Guyana
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Food prices in the Caribbean are downward rigid

Interestingly, food
price indexeswithin
—e— World Food Index the ECCU are
Ang* )
A&B closerto the current
Dom level of the world
Gre ..
Mon food priceindex
—— St KN
——StL
—— St VG

SourceECLAC on the basis of official data
* Data up to March 2009 in the case of Anguila
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A Somepossibleexplanationgor this phenomenorof
food pricesbeingdownwardigid

A Pricedistortionsdue to monopolisticor oligopolisticmarket
structures

A Laggedmpactof the 20062008food crisisstill reverberating
acrosshe Caribbean

A Adaptive expectationsamong consumersand producers
keepindood pricesup

A Changesan consumerbehaviourcontributingto keep food
demandathighlevels

19



Social impact: The food crisis may have translated into an increa
In poverty and indigence rates in the Caribbean

Indigence rate Powerty rate (including
indigence)

MDCs

Bahamas (2001)
Barbados

Belize (2002)
Guyana (2007)

Jamaica (2006)
Suriname (2000)
Trinidad and Tobago (2005)

ECCU

Anguilla (2002)

Antigua and Barbuda (2005-2006)
Dominica (2002-2003)

Grenada . . Poverty and indigence
Montserrat i i
St. Kitts and Nevis (1999-2000) rates in the Caribbean ar
St. Lucia (2005-2006) , very heterogeneous, and
St. Vincent and the Grenadines .. . due to meth0d0|0gica|
Source: Survey of Living Conditions except for Belize (Living Standards Measurement Surve differences, not strictly
(Household Income and Expenditure Survey) and Suriname (General Bureau of Statistics] Comparable

.. = not available
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Avalilable data strongly suggests that the region has made advar
In poverty reduction during the last decade

Due to methodological
differences between
countries and surveys,
the data are not strictly
comparable
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Guyana 1999%Guyana 2007 Jamaica 199@amaica 2006 Trinidad & Trinidad &
Tobago 1995Tobago 2005

SourceECLAC on the basis of official data
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Countries with high poverty rates and high household expenditu
on food are particularly vulnerable to food inflation
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SourceECLAC on the basis of official data




An exerciseRisingfood pricesmayhavepushedip the povertyand
Indigencdinesin TrinidadandTobago

0.8 (Indigence line 2005)

3.3 (Indigence line 2008¢) . . .
4 : A simulation

conducted by ECLAC
suggests that food
9 inflation in Trinidad

11 (P 10|' 2005 and Tobago
(Overtlyzme : contributed to rise the

12.8 (Poverty line 2008e) indigence line from
13

14 TT$ 255 to 476, and

ig the poverty line from

17 TT$ 665 to 951,

12 between 2005 and

20 2008

5
6
7
8

SourceE C L A Calcslationson thebasisof Kairi Consultantd.td. (2007).
e = estimation
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Thereforendigenceand povertyratescould be risingin Trinidad
andTobagodueto highfood prices

Percentage of population

The simulation by
2005 Survey 2008 Estimate 2005 Survey 2008 Estimate Qi WAOEV[o[o[cI R E

the indigence rate

; — could have gone fron
7% 10 5.09% and th

overall poverty rate
SourceE C L A Caicslationson the basisof Kairi Consultantd.td. (2007). from 16.7% to 19%

e = estimation
24



A However,it Is iImportantmentioningthat this exercise
makeseveraassumptions

A Thedistributionof consumptiomemainsonstantvithin
thepopulation

A The populationis not capablef increasingheirincome
highenoughto compensattr the highemrices

A Government policies totally fail to diminish the
enhancememf povertyandindigence
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[l . Conclusionandpolicyrecommendations
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