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IS THE ASEAN PLUS THREE EMERGENCY RICE RESERVE (APTERR) THE
ANSWER TO SOUTHEAST ASIA’S FOOD SECURITY CHALLENGES?

By Sally Trethewie

The recently launched ASEAN Plus Three Emergency Rice Reserve (APTERR) aims to safeguard the region’s food security in times
of calamity, disaster, supply shock or extreme price spike. The region had previously implemented two regional rice reserves, but
these had struggled to meet the needs of countries experiencing food emergencies. To what extent has the APTERR addressed the
shortcomings inherent in the earlier iterations, and is it likely to fare any better? This NTS Alert also notes that the APTERR
continues to approach food security through a rice-focused and state-centric lens, and asks whether this is optimal given the
increasing complexity of food production and distribution systems.

The ASEAN Plus Three Emergency Rice Reserve (APTERR) is designed to provide multilateral assistance during food emergencies.
Credit: Rebecca Selah / flickr.
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focused is the right tool for the 21st century.
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The APTERR has multiple objectives: making rice available during emergencies, stabilising the

MacArthur price of rice and improving farmers’ income and welfare.! The scheme ultimately aims to

Asia Security Initiative Blog improve food security without distorting the international rice market. The motivation for the

Click here for updates! APTERR was the 2007-2008 food price crisis, which caused great uncertainty in the regional
rice market and led to export bans and extreme import orders.

Under the APTERR, rice will be made available through a three-tier system involving: (1) special commercial contracts; (2) emergency
grants and loans; and (3) delivery of donated rice in times of acute emergency (see Box 1 for more on this).2

The APTERR scheme involves physical as well as earmarked reserves totalling 787,000 tons. To put this in perspective, Southeast Asia
and East Asia combined consume 542,000 tons per day.3 Earmarked pledges form the major part of the APTERR. China has pledged to
earmark 300,000 tons of rice, South Korea 250,000 and Japan 150,000; with ASEAN member countries pledging a collective total of 87,000
tons initially.

Member countries will be responsible for maintaining the reserves, and in many cases, the stock will come from existing national rice
reserves. They will also be responsible for funding costs of procurement, storage management and, if they are a recipient of rice under Tier
One or Tier Two, distribution. Countries with rice production surplus as well as those in deficit will be involved, with commitments with
regard to physical stocks (for Tier Three, that is, times of acute emergency) to be on a voluntary basis.

The Thailand-based APTERR Secretariat will undertake a number of support roles, including the analysis of supply and demand data in
member countries; review and assessment of the degree of the emergencies; and the matching of two member countries for the sale of
earmarked reserves. The APTERR Secretariat has worked with the Asian Development Bank (ADB) to develop guidelines and standard
operating procedures for stakeholders.

Box 1: ASEAN Plus Three Emergency Rice Reserve (APTERR) — The three-tier system.

The APTERR operates a three-tier system to meet emergency demand for rice. Below are some of the main features of the various tiers.
Tier One: Specialised commercial contracts

This tier provides for the release of earmarked APTERR reserves through specialised commercial contracts between supplying and
receiving countries. These contracts are different from government-to-government rice deals in that they include features such as
multilateral decision-making, emergency triggers and the sourcing of stocks from emergency reserves.?

Tier Two: Long-term loan agreements or grants

This tier provides for the release of earmarked APTERR reserves under long-term loan agreements or grants between supplying and
receiving countries. It is similar to Tier One but there is no prearranged delivery scheme, and is voluntary. Both Tier One and Tier Two will
use market-based pricing on a cash basis but the specific process for determining a price has yet to be decided.

Tier Three: Release of physical stocks

This tier provides for the release of physical APTERR reserves to meet acute and emergency need for food aid. Stocks will be released
when a recipient country makes a request or via an automatic trigger system managed by the APTERR Secretariat. Recipient countries
will be responsible for the distribution of the rice, though they could do this with the assistance of relief organisations.

@ Source: Roehlano M. Briones et al., ‘Climate change and price volatility: Can we count on the ASEAN Plus Three Emergency Rice

Reserve?’ (ADB Sustainable Development Working Paper Series 24, Manila: Asian Development Bank (ADB), 2012),
http://www.adb.org/publications/climate-change-and-price-volatility-can-we-count-asean-plus-three-emergency-rice-reserve.
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Learning from past experience

As mentioned in the introduction, the APTERR is not the first emergency rice reserve to be established by ASEAN member states.* The
ASEAN Emergency Rice Reserve (AERR) was launched in 1979 in recognition of the need for regional solutions to food insecurity. Member
countries voluntarily contributed stocks to a regional stockpile. However, after 25 years of operation, AERR commitments totalled only
87,000 tons — just half a day’s supply for the whole of ASEAN.

The plan to revive the AERR and broaden membership to the Plus Three countries first came about in 2001. A team supported by Japan
proposed and then implemented a three-year pilot project — the East Asia Emergency Rice Reserve (EAERR). The EAERR was
subsequently extended and adopted under the Strategic Plan of Action on Food Security in the ASEAN Region (2004-2010), with Japan
contributing USD4.5 million as the sole funder. These schemes had significant shortcomings.

When the AERR was introduced, officials were wary of the possibility of distortions to the regular rice trade. They were worried that countries
would attempt to make up shortfalls in supply through accessing emergency rice reserves rather than through normal import processes.
This led to the stipulation that the reserve was to be made available only during emergencies and that all stocks for the AERR were to be
earmarked from national reserves only. Therefore, there was to be no physical rice reserves. Countries evidently took a cautious approach
to their AERR commitments during these initial years of rice reserves and this resulted in low volumes pledged. In addition, the AERR’s
request and delivery process was inefficient. Furthermore, it was likely that countries, wishing to avoid panic and prevent embarrassment,
were unwilling to admit to an emergency situation. The fact that the AERR was never utilised in its decades of operation, despite various
food emergencies in the region during that period, is indicative of its shortcomings.

Efforts were made at the launch of the EAERR pilot emergency rice reserve to review past issues and implement an improved model. There
was a shift in mindset between the AERR and EAERR: the earlier scheme had focused on food security as the key to political stability,
whereas the latter prioritised a shift towards the liberalisation of agricultural trade.® However, despite a broadening of the interpretation of
an emergency and the addition of some physical stocks, the EAERR did not fare much better than the AERR in terms of its utilisation.

The 2007-2008 food price crisis led a renewed focus on food security within ASEAN, and emergency rice reserves were specified as one of
the four components of the 2009 ASEAN Integrated Food Security (AIFS) Framework. The proposal to move beyond a pilot rice reserve gave
impetus to several pre-APTERR studies and working groups. These analysed the experiences of the AERR and the EAERR in order to
shape the new scheme. Japan was once again a keen supporter, and together with Thailand helped to drive momentum in the early stages
of designing the APTERR. Following a development period in 2010, the APTERR was agreed to by ASEAN Plus Three member countries in
late 2011 and came into force in 2012.

Two releases of stockpiled rice have taken place under Tier Three since the soft implementation of the APTERR in 2010. Thailand donated
520 metric tons of rice to the Philippines through the APTERR Secretariat for those affected by Typhoon Ketsana, Typhoon Megi, La Nina
and flash floods; and Japan donated 347 metric tons to Lao PDR for the victims of Typhoon Ketsana.® Tier One and Tier Two programmes
have not yet been utilised.
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Assessing the APTERR’s design

There have been criticisms that the APTERR is nation-,
production- , supply-, public sector- and rice-centric, and
that it is the product of a mindset decades behind in terms
of the demands of modern global food security.7 While the
dynamics of food security have changed, with food supply
and distribution systems becoming more complex, the
APTERR still reflects the relatively opaque, nationalistic
nature of the rice sector in Southeast Asia. Arguably,
though, any multilateral mechanism that does not take as
a starting point such realities in the Southeast Asian rice

: sector would not gain significant political traction in the
> i, . region.

& A o
Given the sensitivities of the rice sector, not much information is publicly The role of rice in Southeast Asia is changing. While it
available on national reserves in Asia. This contributes to uncertainty remains a staple for poor and rural populations, the diets

about the availability of rice, which may be somewhat alleviated over
time once the APTERR is operating.
Credit: IRRI Images / flickr.

of wealthy and urbanised populations are diversifying.
However, rice continues to play a crucial role for the
region’s food security and livelihoods and therefore the



APTERR’s focus on rice remains appropriate as a
platform for cooperation. Furthermore, there is some evidence that the relatively insular nature of Southeast Asia’s rice sector may have
some benefits. Research suggests that the protection-oriented trade responses seen in Southeast Asia’s rice markets during and after the
2007-2008 global food price crisis may have made some countries in the region less vulnerable to rising international prices; other
regions, with their greater reliance on staple grains with more global markets, were more vulnerable.8 However, such protective trade
responses did little to ease long-standing mistrust in the region’s rice sector. That mistrust could hinder efforts to address food insecurity,
particularly with a degree of instability still shadowing the trade of rice. Thus, it is hoped that the increase in cooperation under the APTERR
could go some way towards alleviating this.

All things considered, while it would be ideal to move directly towards a multilateral approach that addresses the emerging dynamics of
food security beyond rice and the public sector, the APTERR does make a significant contribution as a vehicle for cooperation in the rice
sector, which is an essential foundation for building Southeast Asia’s food security.
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Implementation issues

Before considering what might result or be built from the APTERR, some
implementation issues remain. It has been noted that the APTERR is
‘strong on the principles of cooperation, but short on specifics’.9 Past
emergency rice reserves have had limited success due to several key
constraints, in particular, difficulties in coordinating between member states’
own often opaque stockpiling programmes and the division of costs
between countries at varying levels of economic development.1 0

The APTERR agreement has been signed but a number of operational,
administrative and technical issues remain outstanding. For example, the
establishment of terms, prices and conditions — which have potentially
significant implications — have been tasked to the APTERR Secretariat to
resolve without substantial input or guidance. Also, it is not clear how
transparent this process will be. Financial sustainability, including the
challenge of balancing food security with the cost of storage, is another
crucial factor. Member countries will need to provide strong financial support
to the APTERR for it to operate successfully. Institutional issues could be the
most cumbersome to overcome. Achieving complementary laws and
policies regarding rice reserves and trade would not be easy, and the
diverse capacity of different countries to implement their APTERR
responsibilities could prove to be a challenge.

In addition, despite the relatively large increase in pledges (from levels seen

in previous reserves), APTERR commitments are seemingly not sufficient at
present to contain a domestic crisis in larger countries. A study by the ADB
found that the current volume of earmarked rice reserves at 787,000 tons

Although diets in urban Southeast Asia are

diversifying, rice remains a staple for the region.
Therefore, a multilateral food security mechanism
which focuses on rice remains a relevant policy

approach.
domestic rice prices by just 7 per cent. In Indonesia, the release of APTERR Credit: Alpha / flickr.

would have limited success in mitigating the price impact of two calamity
scenarios — one in China, the other in Indonesia.'" In China, offloading the
entire Plus Three reserves of 700,000 tons would offset rising monthly

reserves would offset domestic rice prices by 10.5 per cent per month,
minimal given the projected annual rice price increase of 31.5 per cent.

To be effective, therefore, the APTERR needs for member countries to increase their earmarked commitments. Seeing as Plus Three
countries are currently by far the largest contributors to the earmarked reserves, major ASEAN rice producers and those with significant
reserves have room to increase their pledges by several hundred thousand tons; and in fact, the Philippines has pledged to increase its
commitment once it reaches planned increases in production. There may also be scope for wealthier countries in ASEAN to provide more
funds to support the financial sustainability of the mechanism. However, it is likely that countries will be cautious about the prospect of
increasing their pledges and re-evaluating their commitments until the APTERR has been utilised at least once successfully.
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Conclusion



All'in all, the APTERR reflects the prevalent approach to food security in ASEAN and its goal of gradually building greater cooperation in the
rice sector. It is therefore a potentially useful mechanism and could be seen as one tool in a multidimensional approach to addressing the
lack of trust in the rice sector. It is essential then that ASEAN Plus Three continues to draw on lessons from the successes and
shortcomings of past emergency rice reserves in order to realise the APTERR'’s full potential, and motivate members to considerably build
on their commitments. At the same time, however, it needs to be conscious of the need to adapt to emerging food security challenges. It
would seem that this is in line with the food security goals of ASEAN Plus Three leaders. In a statement of support for the APTERR
agreement in November 2012 as a ‘permanent mechanism to ensure sustainable and integrated food security in the region’,12 the leaders
tasked their ministers with exploring the possibility of establishing mechanisms for food types other than rice. Implementation of the
APTERR will be a significant undertaking but will be achievable with political will, financial backing, a mindset geared towards adaptation
and sound technical support.
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The Centre for NTS Studies, based in the S. Rajaratnam School of International Studies (RSIS), was inaugurated by the Association
of Southeast Asian Nations (ASEAN) Secretary-General Dr Surin Pitsuwan in May 2008. The Centre maintains research in the fields
of Climate Change, Food Security, Energy Security, Health Security, as well as Internal and Cross Border Conflict. It produces
policy-relevant analyses aimed at furthering awareness and building capacity to address NTS issues and challenges in the Asia
Pacific region and beyond. The Centre also provides a platform for scholars and policymakers within and outside Asia to discuss and
analyse NTS issues in the region.

The Centre is the Coordinator of the ASEAN-Canada Research Partnership (2012-2015) supported by the International
Development Research Centre (IDRC), Canada. It also serves as the Secretariat of the initiative.

In 2009, the Centre was chosen by the MacArthur Foundation as a lead institution for its three-year Asia Security Initiative (2009-
2012), to develop policy research capacity and recommend policies on the critical security challenges facing the Asia-Pacific. It is
also a founding member and the Secretariat for the Consortium of Non-Traditional Security (NTS) Studies in Asia (NTS-Asia).

More information on the Centre can be found at www.rsis.edu.sg/nts.
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