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w Looking beyond the current crisis: OECD-FAO
Agricultural Outlook to 2017

W China and India

W Supermarkets and supply chain management:
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Highlights of the current situation
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C Short supplies
¢ Strong demand
C Low stocks
C Panic decisions and speculation in futures markets
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(( OECD-FAO Agricultural Outlook

W Covers 10 - year period ahead: 2008 ¢ 2017

w Based on Aglink-COSIMO model and consultations with OECD
members and non-members

C AGLINK: OECD members + Brazil, Argentina, China, Russia; COSIMO: non-
members (FAO)

¢ Temperate zone products + rice, sugar + biofuels
W Model projections for world agricultural markets

C Current policies takes as given

C Outside drivers: Macro-economy, population
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A summary of the main projections

w Production and consumption grow most outside OECD
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« Most of the growth is outside OECD countries

Percent growth in production
2017 compared to the 2005-07 average
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« Most of the growth is outside OECD countries

Percent growth in consumption
2017 compared to the 2005-07 average
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W Rice remains central to Asian diet

w Consumption and production down (slightly) in
China

W Production up in South-East Asia

w Thailand consolidates position as world market
leader (ca. 30% of world market)

w India? -> Self-sufficiency
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« Cereals demand for feed growth outside OECD
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« Asia: pork & poultry consumption growth

Shares of different meat types in growth of consumption
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A summary of the main projections

w Production and consumption grow most outside OECD
w Strong trade expansion for nearly all commodities

W Most of this is between developing countries
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« Most of the growth in trade is south to south

Percent growth in exports
2017 compared to the 2005-07 average
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Where are crop imports growing?
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« Where are meat and dairy imports growing?
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China: the meat-feed story

w Higher income and urbanisation: changing diets
towards more animal proteins

W More feed required:
¢ Coarse grains

C Oilseeds
W Open trade regime makes imports of feed easy

W South-America as main supplier
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India: continuing trade protection?

W Income growth translates into changing diets,
but less pronounced than in China
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consumption and production expected

w Continuing trade protection favours domestic
production
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Challenges

W Growing environmental stress: More production
from a shrinking resource base in Asia

w Food safety concerns, especially in China

C Systemic issue: Regulation may be there on paper, but
enforcement weak and difficult

¢ Affects domestic consumption (melamine)

C Affects exports
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Super market and supply chains

wW Economic development has always coincided
with de-fragmentation of markets : dry-goods
first, then fresh products

C Transaction costs; transport technology; economies of
scale and scope

W Income growth, urbanisation and female labour
force participation favour supermarket model

w Latin America was leading rapid expansion of
supermarkets, Asia followed 5-10 years behind
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The supermarket challenge in Asia

W Meet consumer demands and profit objectives
by:

C Improving product quality
C Reducing transaction costs,

W In an environment that is characterized by:
¢ Many small producers

¢ Bad infrastructure (roads, storage, cooling,
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Main trends

w Centralisation of procurement and emergence
of distribution centres

w Logistic improvements along the chain
(including production and post-harvest
requirements)

w Supported by private standards for quality and
safety
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Implications for agricultural sector

@ Inclusion or exclusion?

w To participate in the club of the modern supply
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C Fixed cost of compliance with standards

w Recent studies point towards positive labour
market effects

C Only efficient farmers remain in business, others
become employees or form producer associations to
meet demands
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Concluding questions

Changing diets:

U Who will feed the animals?

Changing purchasing habits:

U How will the supply chain be organized?

Changing consumer demands for quality and
safety:

U How will standards be enforced?
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OECD Trade and Agriculture Directorate

Visit our website:

www.oecd.org/agriculture

Contact:

tad.contact@oecd.org
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