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The international economic environment 

This paper briefly analyses the impact of the recent changes in 

the international economic environment on the food and agricultural produc

tion and agricultural trade of the countries in the ASEAN sub-region. The 

continuing economic recession and high unemployment rate induced the indus

trialized countries since 1980 to adopt protectionist measures to safeguard 

their own industries including agriculture and to keep unemployment under 

control. These factors during the last iiw?»e years have adversely affected 

the export of primary agricultural commodities from £he± developing countries 

of Asia and the Pacific region and consequently their foreign exchange 

earnings as well as their agricultural economy in varying degrees. The oil 

exporting developing countries such as Indonesia and Malaysia were able to 

adjust better to the adverse international conditions. With the decline in 

oil prices in the middle of this year, the petro dollar earnings of these 

countries have, however, declined requiring structural adjustments in the 

inter-sectoral linkages in their national economies and in their foreign 

trade in agricultural commodities. Malaysia, th.e Philippines, and Thailand 

have come up as the newly industrializing countries. For example, share of 

agriculture in total gross-domestic product in Malaysia declined from 30.8 

per cent in 1970 to 22.2 per cent in 1980. The share of manufacture was 20.5 

per cent in 1980 

Agriculture and food production 

The five ASEAN countries together achieved a compound growth 

of their agricultural production at 10.3 per cent per annum during the period 

1980-1982. Singapore's agricultural production is comparatively very small 

although the growth rate was the highest. (Table 1). Indonesia, Malaysia, 

the Philippines and Thailand achieved growth rate of 4.7, 5.4, 3.7 and 6.5 
respectively. 

per cent per annum/ With the exception of the Philippines, the ASEAN partners 

surpassed the target of 4 per cent growth fixed by the United Nations General 

Assembly for the third decade of the 1980s. The developing countries of the 
whole 

ESCAP region as a / attained a lower growth, i.e. , 3.4 per cent. It will 

be seen in the table that the food as well as the agricultural production 

growth in the ASEAN subregion were higher than the population growth which 

was 2.0 per cent. Only in the Philippines the growth of food as well as that 

of agriculture were lower than the population growth. Singapore had the lowest 

population growth during the period under review. 

/As nearly 

1/ The views and opinions expressed in this paper do not necessarily 
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Growth of Population, 

Population 

ASEAN, Total 2.0 

Indonesia 1.7 

Malaysia 2.4 

Philippines 5.4 

Singapore 1.3 

Thailand 2.2 

ESCAP Developing 1.8 

World 117 

ble 1 

iculture and Food 1980-1982 

Growth per cent per year 

Agriculture Food Paddy Meat 

10.3 10.9 4.4 4.5 

4.7 4 77 4, 7.2 2.1 

5.4 7.0 -0.2 2.4 

3.7 3.7 3.2 3.6 

26.3 26.7 - .1.9 

6.5 7.0 0.4- 8.1 

3.4 3.4 1.5 3.5 

2.7 2.7 1.6 1.2 

Source: Food and Agriculture Organization of the United Nations 
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As nearly two-thirds of farm land in these countries is unirrigated, ' 

the weather conditions, among other factors, determine the level of food and t 

agricultural production and the resulting yearly fluctuations. This leads i 

to an uncertainity about the degree of self-sufficiency that could be achieved 

in food in a particular year. Rice continues to be the main staple foodgrain 

in the sub-region. In 1982, Indonesia, Malaysia, the Philippines and Thailand 

produced 62 million tons of paddy which was 17.4 per cent of the total produc

tion of all the developing countries of the region. The share of Indonesia, 

Malaysia, the Philippines and Thailand in ASEAN production was 55.0, 3.3, 

13.5 and 28.2 per cent respectively. During the period 1980-1982, production 

of paddy increased in these four countries at an annual rate of 7.2, -0.2, 3.2 a 

O'Lf- p e r cent respectively. ThJLs implies that production of paddy fell behind 

population growth in Malaysia,\and Thailand. 

At the sub-regional level the net trade in rice during 1980, 1981 ) 
r ~-

and 1982 was 0.3, 1.9 and 2.4 million tons. The exports increased by 8.5 

per cent while the imports declined by 54.8 per cent during 1980-1982. Thus 

the ASEAN sub-region remained a net exporter of rice. Indonesia and Malaysia 

had no surplus for export and continued to import rice. Imports, however, I 

declined at a rapid rate: 71.0 per cent in Indonesia indicating a condition of 

near self-sufficiency in rice. On the other hand, Thailand's exports continued 

to expand at 13.4 per cent per annum (Table 2). The Philippines did not import 

rice but its exports continued to decline from a 135 per cent increase in 1980 

to none in 1982. The sub-region could remain a net exporter becuase of steadily 

increasing exports from Thailand. ASEAN countries do not produce wheat. 

Therefore, to meet increasing domestic demand, its wheat imports increased at 

the rate of 5.9 per cent per annum. Imports in Indonesia alone increased by 

20.5 per cent while in Thailand it declined by 13.9 per cent. 

The improvement in over-all economic and social condition is reflected, 

among other things, in the increasing amount of net imports of fresh, chilled 

and frozen meat. The sub-region remained a net importer of meat during 1980 

and 1981 at about 38,000 and 39,000 tons respectively and spent $US63.2 million 

and $US60.8 million respectively. Imports in Indonesia increased by 49.3 per 

cent while in Malaysia declined by 1.8 per cent in 1981. AT the same time 

Indonesia's exports of meat increased by 72.3 per cent while increase in Malaysi 

exports was negligible. Due to higher average price, the increase in the value 

exports from the subregion in 1981 was higher, 55.2 per cent than the increase i 

quantity exported, 41.4 per cent. For similar reason, the volume of imports inc 

by 18.3 per cent but the cost of imports increased by 23.6 per cent (Table 3). 

/Production 
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Table 2 
1/ 

Trade in Rice (Quantity) 1980-1982 

EXPORTS IMPORTS 

_ , Growth Percentage change 
rate 

1980 1981 1982 1982/1980 

ASEAN, Total 9-0 7.1 10.0 8.5 

Indonesia - - _ _ 

Malaysia - -

^Philippines 135.1 -50.7 0 0 

Singapore 1076.2 -74.9 -35.5 -59.8 

Thailand 3.4 12.8 14.0 13.4 

2/ 
Trade Balance +2623 +19467 +24252 
(hundred metric tons) , . c\ > • >» 

„ , Growth Percentage change 
rate 

1980 1981 1982 1982/198C 

110.0 --6.9.5 -32.9 -54.8 

168.2 -78.5 -60.8 -71.0 

-33.3 -0.7 30.4 13.8 

4.7 -13.1 -3.8 -8.6 

s(T):ce: FAO Monthly Bulletin of Statistics. Vol. 6, March 1983, p. 48-50 

Note; \J Percentage changes and growth rates computed for the first 9 months 

of each year becuase data for 1982 was not available for 12 months. 

2/ Net exports are shown as (+). 

s 
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Table 3 

Trade in Meat Fresh+CH+Frozen 

EXPORTS 
QUANTITY(+) VALUE 

IMPORTS 
QUANTITY(-) VALUE 

Indonesia 

Malaysia 

Philippines 

Singapore 

Thailand 

Percentage 
change 

1980 

-39.3 

369.2 

18.5 

10.4 

23.5 

1981 

72.3 

-

56.3 

29.3 

43.5 

Percentage 
change 

1980 

-33.8 

4.6 

13.2 

23.0 

17.3 

1981 •, 

98.4 

-

43.8 

28.6 

63.2 

Percentage 
change 

-< 1980 1981 

-2.0 

24.2 

-46.9 

1.4 

-29.6 

49.3 

-10.1 

18.2 

31.3 

76.3 

Perce 
cha 

1980 

34.6 

19.2 

-26.5 

11.7 

-3.1 

ntage 
nge 
1981 

64.6 

1.8 

33.0 

27.7 

40.9 

ASEAN - (Quantity) 

ASEAN (Value) 

13.3 41.4 - 2 . 8 18.3 

11.6 55.2 8.1 23.6 
1 / 2 / 

Trade Balance •38,307 -38 ,928 
(Metric Ton) 

-63,211 -60,777 
(1000$) 

Source: 1981 FAO Trade Yearbook Vol. 35, p. 51-53 

Note: 1/ Net imports in metric tons are shown as (-) 

2/ Net amount spent on imports during the year. 
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Production of selected agricultural export commodities 

Agricultural commodities are the main source of earning foreign 

exchange. The major exports of the ASEAN countries are natural rubber, palm 

oil, sugar, tea, coconut oil, kenaf, cassava, timber, and coffee-besides rice 

from Thailand. During the period 1980-1982, the highest production growth 

of 22.9 per cent was achieved in sugar while production of rubber increased 

by only 1.2 per cent and that of tea and coffee declined by 6.2 and 1.0 per 

cent respectively (Table 4). The sub-region in 1982 contributed 70 per cent 

J 

palm oil, 81 per cent natural rubber, 7 per cent sugar and 28 per cent cassava 
A|to the world production of these commodities. This should give the ASEAN Five 

strength 
a big collective economic / . to sell natural rubber and palm oil in the 

international markets. The economic and social growth of these countries 

depends very much -on the production and exports at. favourable prices of these 

commodities. Besides unpredictable weather conditions, level of modern 
adopted 

technology / at the farm level, timely availability of production inputs, 

the institutional support and the fluctuations in, the international market 

prices significantly affect production and export of these commodities. 

International market prices 

It was mentioned earlier that the unprecedented recession faced by 

the industrialized countries since the beginning of the 1980s and the conse-

) quent economic policies adopted by them badly hurt the economies of the 

developing countries, especially the non-oil exporting countries. The adverse 
the 

effect was felt in /sharp decline in prices of the major agricultural export 

the 

commodities on/one hand and the stagnation or even a decline in the availa

bility of develdpment assistance from the economically advanced countries 

on the other. The agricultural development as well as the over-all economic 

and social development suffered a set back because of loss of foreign exchange 

earnings, coupled with the higher cost paid for the imports from the developed 

countries. 

The analysis presented in Table 5 indicates that during the period 

1980-1982, the prices of most agricultural exports from the ASEAN countries 

declined on an average. The highest decline was in sugar, i.e., 31.1 per 

cent followed by rubber 18.3 per cent, coconut oil 16.1 percent and palm oil 

10.6 per cent per annum. Although the ASEAN sub-region holds the collective 

/power 
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Table 4 

Production of Selected Agricultural Export 
a 

Commodities in ASEAN Subregion 

Production 
(1000 Metric Tons) 

1979 1980 1981 1982 

Percentage change 

1980 1981 1982 

Growth 
rate 
1980/ 
1982 

Natural Rubber 

Sugarcane 

3174 3074 3072 3150 

60582 50558 63218 73844 

Centrifugal Raw Sugar 5642 4731 5346 7147 

Tea 

Jute and Kenaf 

Cassava 

Cotton Lint 

Coffee, Green 

Palm Oil 

100 109 112 96 

256 251 223 258 

27487 30142 34078 36476 

52 70 65 52 

413 462 502 453 

2851 3322 3592 4413 

-3.2 

-16.5 

•16.1 

9 

-2.0 

9.7 

34.6 

11.9 

16.5 

-0.1 

25.0 

13.0 

2.8 

-11.2 

13.1 

-7.1 

8.7 

8.1 

2.5 

16.8 

33.7 

-14.3 

15.7 

7.0 

-20.0 

-9.8 

22.9 

1.2 

20.9 

22.9 */ 

-6.2 

1.4 

10.0 

-13.8 

-1.0 

15.3 

Source: Food and Agriculture Organization of the United Nations 
a 

Noter:" Production data are allocated to the calendar year in which the major 

part of the crop is harvested. Figures thus do not always match those 

published in national sources. 
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Table 5 

Price Quotations of 

Major Agricultural Export Commodities of ASEAN 

Commodity and 
Country 

Unit 1979 1980 1981 1982 
Growth 
rate 
1982/ 
1980 

RICE 

Thailand Baht/metric ton 4438 5671 6499 5452 -1.95 

SUGAR 

Australia US cents/lb 13.30 21.07 19.16 9.99 -31.14 

PALM OIL 

Singapore Ringgit/metric ton 1310 1146 1100 916 -10.60 

COCONUT OIL 

Philippines US cents/lb 41.95 28.06 23.27 19.75 -16 .10 

RUBBER NATURAL 

Indonesia Rp/100 kg 68726 76079 57556. 50744 -18.33 

TIMBER 

Malaysia Ringgit/cubic metric 387 390 349 335 -7.32 

Source: Quarterly Bulletin of Statistics for Asia and the Paci.f ic., Vol. XII, 
No. 2 June 1982, P. 15-16, Vol. XII, No. 4, December 1982, P. 77-79 
and June 1983. 

Note: . Rice: Thailand = white rice, 5 per cent broken, wholesale price, 
Bangkok Metropolis 

Sugar: Australia = Export unit value of sugar from cane 
Palm Oil: Singapore = Monthly average shipment prices f.o.b. Singapore 
Coconut Oil: Philippines = Wholesale price, Manila 
Rubber, Natural: Indonesia = Wholesale price, R.S.S.I,, Jakarta 
Timber: Malaysia = Export unit value of sawn timber. 
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advantage 
/ in terms of its large share in the production of these commodities, 

yet the level of demand for these commodities which is related to the economic 

and social conditions prevailing in the industrially advanced countries 

heavily influences the level of as well as the fluctuations in the inter

national prices. This has been confirmed by the on-going recession. 

Trade in selected agricultural export commodities 

The impact of the adverse international economic environment 

on the export earnings of the ASEAN countries has been analyzed in Table 6. 

Of the four commodities for which data were available, the net exports of 

rubber and sugar declined at 4.3. per cent and 8.6 per cent per annum during 

1979-81. The impact of sharp decline in the international prices of rubber 

is seen in steeper fall in the net export earnings which declined by 9.4 

per cent per annum. ftAHwinrjh net exports of sugar declined at the rate of 

8.6 per cent per annum. 

The net exports of palm oil and coconut oil increased by 10.5 

and 12.1 per cent respectively during the period 1979-1981. The relative 

increases were higher in 1980 as compared to 1981 when the unfavourable 

impact of the international markets became well spread. The net exports 

of palm oil increased by 20.3 per cent during 1980 but it increased by only 

1.5 per cent during 1981. Similarly the net exports of coconut oil increased 

by 16.6 per cent in 1980 but by 7.8 per cent in 1981. The damaging effect 

of the decline in international prices is more clearly seen in the inter

national trade of coconut oil. While the net exports of the coconut oil 

during 1979-1981 increased by 12.1 per cent the net export earnings declined 

by 16.0 per cent during the same period. This has serious economic as well 

as social implications because the great majority of coconut producers in 

ASEAN countries are small farmers. Besides the impact at the farm level, 

the drop in net exports and a larger drop in the export earnings of the 

countries has had a set back to the development momentum which was generated 

during the 1970s. 

Prospects for food supplies and improvement in nutrition 

The desired growth in the food availability per capita in the 

developing countries is constrained by fluctuating weather conditions on 

/one 
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Table 6 

Trade in Selected Agricultural Export Commodities of ASEAN 

(Net Trade in 1000 MT) 

1979 1980 1981 

Growth 
rate 

1981/1979 

Natural Rubber— 
(Percentage Change) 

2/ 
Sugar, Raw Centrifugal 
(Percentage Change) 

+2,997,038 

+1,810,048 

+2,921,708 
-2.51 

+1,458,111 
-19.44 

+2,742,815 
-6.12 

+1,510,547 
3.60 

-4.34 

-8.65 

3/ Palm Oil-
(Percentage Change) 

+2,116,675 +2,546,307 
20.30 

+2,585,013 
1.52 

10.51 

Coconut Oil 
(Percentage Change) 

+881,208 +1,027,235 
16.57 

+1,107,099 
7.77 

12.09 

(Value of Net Trade in $1000) 

Natural Rubber 
(Percentage Change) 

+3,553,899 +3,855,471 
8.49 

+2,917,557 
-24.33 

-9.39 

Sugar, Raw Centrifugal 
(Percentage Change) 

+296,418 +472,066 
59.26 

+600,553 
27.22 

42.34 

Palm Oil 
(Percentage Change) 

+1,283,170 +1,392,074 
8.49 

+1,335,791 
-4.04 

2.03 

Coconut Oil 
(Percentage Change) 

+817,991 +643,954 
-21.28 

+576,653 
-10.45 

-16.04 

Source: 1981 FAQ Trade yearbook Vol.35 

Note: (-) Net Imports 
(-) Net Payment 

(+) Net Exports 
(+) Net Receipt 

1/ Latex is reported at its dry content weight. Due to the unjusti
fiably large difference between.the export and import data of Singapore, data 
relating to this country have been excluded 

2/ The conversion factor used to convert refined sugar to raw sugar 
is 1.087 for all countries. 

3/ Data refer to trade in crude and refined oil as well as trade in 
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one hand and the continuing rapid growth of population on the other. The 

ASEAN countries, however, have maintained a better record of food produc

tion per capita as compared to most other developing countries in Asia and 

the Pacific region. The growth of food production per capita for all 

developing countries in the ESCAP region during 19.80-1982 was only 1.4 per 

cent per year. This figure for Indonesia, Malaysia, the Philippines, 

and Thailand was 3.4, 4.2, 0.9, and 4.7 per cent respectively. Food produc

tion per capita in the Philippines stagnated at 198JL level during 1982. The 

increase in 1981 over 1980 was also small.• These figures, however, conceal 
within 

wider variabilities found between regions •/ these countries. The improve-
however, 

raent in consumption of food is not^/guaranteed by increasing food production alon 

Food distribution system effects the availability of food at farm and village 

levels while the purchasing power governs the family's food intake. 

wn--, Thailand has been a long time exporter of the staple foodgrain 

rice /Indonesia and the Philippines have also reached self-sufficiency or 

near.self-sufficiency. These countries, therefore, will need to adopt a 

policy of nutritional improvement by achieving self-sufficiency in other 

items of food especially the nutrition-rich foods. For example.one of the 

agricultural policy objectives of the Philippines Government during the Fifth 

Plan (1983-1987) is to maintain self-sufficiency not only in rice, but 

also in fish, poultry, pork, fruits and vegetables. In Indonesia where self-

sufficiency in rice fluctuates with the weather conditions, the Government 

since 1981 has implemented a special programme called Opsus. Under this 

programme priority is given for expediting foodgrains production in isolated 

regions and in areas vulnerable to food shortages. 

Like most developing countries in the ESCAP region, the cereals 

(wheat, rice and coarse grains) play an important role in supplying calories 

in the diet of the majority of ASEAN populations. For example in Indonesia, 

wheat, rice and corn supply 63.2 per cent of daily per capita calorie intake. 

The comparable figure for the Philippines is 57.5 per cent. These percentages 

are even higher in other low income developing countries. According to the 

minimum energy requirements determined by a joint FAO/WHO Ad Hoc Expert 

Committee, Indonesia, Thailand, the Philippines and Malaysia met 106, 104, 102 

and 118 per cent respectively of the calories requirement. A study completed 

by ESCAP this year indicated that the gross national product per capita, daily 

/per capita 
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per capita average supply and index of per capita food production show 
interrelated 

/ trends. Malaysia and Thailand with per capita incomes of three 

to six times the south Asian levels (1979) , sustained average growth rates 

amounting to over 4 per cent (1960-1979) , calorie supplies at aobve 8-10 

per cent of the requirement and impressive growth of domestic food produc

tion per capita 12 and 26 per cent per year. However, the backward regions 

and the poor sections of population still suffer from serious malnutrition 

in these countries. The basic cure for malnutrition is to raise the income 

levels of the poorest while ensuring that there is food; available for them 

at reasonable prices. In the ASEAN countries in general the food production 

is likely to be adequate to meet standard needs on an average, yet nutri

tion education, subsidized food for the poor and improvement in food distri

bution systems in the backward regions will be necessary to sustain nutritionally 

improved diets,. 

Policies and strategies to meet national consumption and export goals 

The policies for agricultural development adopted during the past 

15 years have offered new challenges for serious consideration to be given 

by the development planners during the remaining years of the 1980s. To 

sustain increase in food production, the government pricing policies for 
botb->> 

agricultural commodities,/food qrains and other commodities,. and for inputs 
t o •.'••.. • 

used in agriculture will have/provide appropriate, incentives to _ farmers and 

at the same time maintain a reasonable ratio between prices of agricultural 

and industrial goods. 

The ultimate progress in agricultural production depends upon 

the utilization of improved technology by the farmers. With the limited 

opportunities to bring new land under cultivation in most countries and 

growing pressure of population, agricultural research will have to focus greater 

attention on intensification of agriculture. Increase in agricultural productioi 

would depend upon the increase in yield per hectare of land and the rate of 
the 

multiple cropping. Since nearly two-thirds of/farm land depend on rainfall, 

the agricultural research will have to focus on improvement in dry farming 

and diversification to crops other than rice in the ASEAN countries. 

The eventual success of technology depends upon its adaptation by 

the farmers. There exist,for example, wide gaps between the average experimenta 

yield and the average yield obtained by the farmers. There are several 

/reasons 
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reasons for these production gaps which include weak linkages between research 

and extension resulting in poor transfer of technology, problems of credit, 

input supplies, storage, marketing, etc. For increasing agricultural produc

tion to meet national consumption and export goals it is necessary that the 

development planners, administrators and the agricultural field staff are made 

fully aware of these constraints and an effective and co-ordinated support 

is provided to the farmers. 

In the early stages of agricultural development, governments 

undertake responsibility to provide agricultural support services and regulate 

market in such a way that the farmers get remunerative prices and the consumers 

pay a reasonable price, especially for foodgrains. However, as the structure of 

agriculture is changing from subsistence to commercial farming and the need 

for support services especially of the agribusiness type is expanding, the 

role of private sector could be gradually expanded to takeover some of the 

functions which the governments have been performing in the past. A number 

of agricultural extension activities and institutional services, e.g., produc

tion and distribution of farm inputs, procurement, processing,'storage and 

marketing of major agricultural commodities can be gradually taken up by the 

private sector. In doing so the governments will find it necessary to regulate 

activities of the private sector to safeguard interests, particularly, of 

the low income sections of population. This shift in agricultural development 

policy will release the limited resources of the governments to be utilized more 

fully in the development of public utilities, research, education, transport, 

etc. in the rural areas. 

The decline in foreign interest rates and the increase in production 

in the industrially advanced countries seen in the first quarter of 1983, have 

resulted in the increase in prices of third grade rubber, maize, cassava and 

kenaf. Although there are some signs of slow recovery from economic recession 

in some industrially advanced countries yet the near future does not appear to 

be very bright. Under these circumstances, the countries of ASEAN will have to 

follow an inward looking strategy for development of agriculture.. . In other 

words, their agricultural production will need to be diversified. They will 

/have 

1/ For example, the Government of Thailand during the Fifth National 
Economic and Social Development Plan (1982-1986) has placed heavy emphasis 
on satisfying domestic and foreign demand by diversifying production from the 
present two or three crops to 10 or more crops. 

ATTENTION: The Singapore Copyright Act applies to the use of this document. Nanyang Technological University Library



- 14 -

have to expand domestic consumption which will depend, among other things, 

on the improvement in the purchasing power of the rural populations which form 
' . raw 

the great majority. Instead of exporting/commodities, export of processed, 

semi-finished or finished products will Jjave to be promoted through production 
the the 

and marketing research. To compensate/loss resulting from/decline in interna

tional prices, agricultural production will have to be made more cost-effective. 

Appropriate technology should be developed to further minimize cost of production 

per unit of product. The countries in the ASEAN sub-region will have to explore 

new markets for their agricultural exports especially in- the newly industria

lizing countries. 

/ 
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