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WORLD FOOD DEMAND

CHALLENGES TO US
COMPETITIVENESS
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Presentation Notes
Future world food demand will be a challenge to U.S. competitiveness in world markets and our ability to produce enough food to feed a rapidly increasing world population.  The Illinois River as part of the Mississippi River system is an important element in the United States’ ability to be a cost competitive supplier to the world.



Where We Live

U.S. GRAINS
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The world as seen at night gives us some interesting perspectives.  In one way it is an indication of where population is concentrated and to some degree a measure of wealth or affluence.  It also shows areas of low population or lower living standards.  The small black void for North Korea proves the point that a picture is worth a thousand words.  In some areas, the darkness shows areas of low population, while others show areas of low income.  Some of the dark areas highlight some of the most productive agricultural areas in the world, such as the U.S. Great Plains and the huge productive areas in Brazil and Argentina.



Food Demand Rising

In Quantity

In Quality

Opportunity for US Farmers

Western Hemisphere Bread Basket
Infrastructure Demands and Challenges
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Demand for food is growing.  We will need an increasing quantity to feed the increasing population.  There will be greatly increased demand for both improved quality and food safety.  The food scares resulting from contaminated food and the rising expectations of people with improved incomes will force food suppliers to meet these demands.  Both the demand for quantity and quality for better diets are opportunities for U.S. farmers and food processors.  The Western Hemisphere is the bread basket for the world.  The large, productive areas of both North and South America will be key to whether world food demand will be met.  Finally, all of this will put demands on U.S. infrastructure.  It will be a challenge to first produce the needed food and then deliver it efficiently to people living in high populations in areas that have low food production capabilities.
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The graph Global Growth Markets shows the growth in households with middle class incomes.  That is an income that can support and will demand a better diet.  The rapid increase is in developing countries vs. the near stagnant growth in developed countries.  New market opportunities for U.S farm food production will be in these developing countries.  Note that from 2010 to 2020, the number of households in developing countries will more than double and will be twice the market of the developed countries.



Global Middle Class:

Who, When, Where?

Developing countries with fastest growing “middle class”
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The bar chart showing the increase in middle class income families by country shows huge growth in China and India.  Those two alone will create a new market which will be twice the size of the current U.S. market.  That is significant increase in new world food demand.  Many of the remaining countries also show large percentage increases in families entering the middle class.



Around the World With the USGC.:
U.S. Grains Council Update
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To put this in perspective, let's look at the world as depicted by population not geography.  The Around the World map shows each country proportionally displayed based on its population rather than land area.  China and India now become much more impressive and we get a better idea of where people are and consequently where food demand is.  The importance of other countries such as Indonesia, Japan, and Korea, along with others, gives us a different look at the world.  The important point is that the greatest demand for food is in East Asia which is also where much of the increasing world incomes are.  This equals more demand for food.



Food Surplus & Food Deficit Regions: An
Opportunity, NOT a Problem
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Let's look at nearly 50 years of which countries have been producing and exporting food products, who has been buying them, and how the trends have changed over that time.  North America has been the largest exporter until the last decade.  South America has shown impressive growth in exports and is now the world leader.  Collectively, the Western Hemisphere is clearly the major supplier, with Australia being a contributor, and recently the Ukraine area as well.
The rest of the world have been net importers, especially Asia along with the Middle East and Africa.  These are the areas of increasing population, often increased incomes, and limited productive land.
We now face the challenge of increasing demand from Asia and the Middle East and Africa and the need to both increase production mostly in the Western Hemisphere and cost effectively deliver it to these markets.  That is not a small challenge.  Scientists must continue to find ways to make significant increases in crop yields if the world is to be fed.  Then the infrastructure of the world must grow to handle this increasing volume.
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Let's relate all this to the Illinois River and its importance in the infrastructure that contributes to movement of food around the world.  The Farmland Network reports that 66% of U.S grain is shipped on the Mississippi River system.  The Illinois River is a big part of this and especially so during the winter when the Upper Mississippi is closed by ice.  The Illinois River remains open and shipping. This system is aged and needs updating, but to date it has remained efficient and very cost competitive.  
The world is changing to meet this new demand for the movement of goods around the world as trade increases.  The newest grain export terminal at the Gulf of Mexico 30 years old.  The most recent new export terminal is in the Pacific Northwest (PNW) on the Colombia River and is served mostly by rail.  It is more efficient itself, but the cost to move grain from the Midwest is higher than the River system.  But, as new improvements are being made, they are outside the Midwest.  



>
OUR HIGHWAY TO THE WORLD
embership Meeting
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Others around the world are moving faster than the U.S. in improving infrastructure.  Panama realized their canal was becoming outdated and will be open to new larger ships in 2014.  They acted to meet new demand and defend their market share in the movement of goods around the world.
What is the significance of this?  The larger Post Panamax size ships will be able to handle four times the cargoes of Panamax ships such as the one shown in the current Panama Canal.
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Others around the world are building better roads, new railroads, water transportation systems and improving ports both in greater depth to handle the larger ships and increased loading and unloading capacity.   The world is not standing still.
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Most of our ports can't handle these new larger ships.  While much of our system is still efficient, it is aging.  The River lock and dam system that has served us so well has outlived its expected life.  How long can we neglect upgrading this before we have a failure with large economic impact of the Midwest economy?  The small country of Panama looked to the future and acted.  How long can we continue to rely on our aged system?



Our River Treasures

 Opportunity
e Obligation
e Challenges
e Competition
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Our rivers are our treasure in delivering products produced in the Midwest around the world.  They increase our opportunities.  The increase demand for food around the world in both quantity and quality are opportunities for the U.S. to capture a share of these markets.  They are also a challenge.  Producing this big of an increase in food in less than a decade is a daunting challenge for scientists and farmers.  U.S. farmers have a sense of obligation to produce enough to feed the world.  More often than not in the past, we have produced surpluses.  Given this increasing demand, that may be more difficult in the future. But we will face increasing competition.  Remember the rapid increase in South American exports especially over the last decade.  They still have new productive land that they will develop.  The Ukraine area is showing how productive it can be once it has moved to a freer market system.  It will also be a supplier especially to the Middle East.
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US Highway to the World

Opportunity
Obligation
Infrastructure Challenge
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The future is changing rapidly to a larger degree than we have seen in the past.  We in the U.S. have been acclimated to a rather slow steady change and growth.  In other world areas, the rate of change is much faster.  Some of these opportunities, obligations,  competition and  challenges are highlighted.  The Illinois River as part of this equation will continue to have significant economic impact. 
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