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This article addresses the food crisis and its impacts on food chains. There 
are nine general causes of higher prices: use of grains and agricultural land 
for biofuels; population growth effects; strong income increase and distri-
bution in emerging economies; urbanization of populations (mega-cities); 
local government income support programmes; high oil prices; production 
shortages; dollar devaluation; and investment funds speculation. To face 
this problem, 10 food chain solutions are proposed: sustainable horizontal 
expansion in food production using new available areas; vertical expansion 
increasing productivity; reduction in food taxes; investment in global 
logistics to reduce waste; use of the best sources for biofuels production; 
reduction in transaction costs; new generation of cheaper and innovative 
sources of fertilizers; sustainable supply contracts to farmers for more 
balanced margins allocation; spreading innovations (GMOs, nanotech-

proposing a 14-point agenda for food chains in the future.

Keywords

TO DEVELOP SUITABLE FOOD CHAIN

Food chains and the reasons behind rising 
food prices 
MARCOS FAVA NEVES

Marcos Fava Neves is a Professor of Planning and Strategy at the University of Sao Paulo, Brazil. He has given 
300 presentations in Brazil and more than 100 international lectures in 15 countries. He has written 60 articles in 

journals of 10 different countries, and is organizer of 25 books by 4 different publishers in Brazil and publishers from 
Argentina, USA, Europe, South Africa and Uruguay. He writes for China Daily Newspaper, Folha de São Paulo in Brazil 

and he has written two case studies for Harvard Business School, in 2009 and 2010. 

© Practical Action Publishing, 2011, www.practicalactionpublishing.org
doi: 10.3362/2046-1887.2011.005 ISSN: 2046-1879 (print) 2046-1887 (online)

People have 
increased access 

to food, and 
production is not 

responding as 
required
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Almost 1 billion 
people are likely 
to move into the 
middle classes in 

Asia

We can expect 
higher incomes 

for poor people in 
China, and higher 

food consumption



54 M. FAVA NEVES

May 2011 Food Chain Vol. 1 No. 1

The new pressure on land

Food and beverages

Figure 1. Industries that source materials from farms

Food/
beverages

Feed

Fuel

Pharma
medicine

Pharma
cosmetics

Electricity

PlasticsEnviron-
ment

Tourism

Textiles/
clothing

Shoe/
leather

Construction/
furniture

Paper

From farms
to…



 FOOD CHAINS AND THE FOOD PRICE CRISIS 55

Food Chain Vol. 1 No. 1 May 2011

Animal feed

Fuel

Pharma-medicine

Pharma-cosmetics

Electricity

Plastics

Environment

Entertainment/tourism

Textiles and clothing industry

Shoe and leather industry

Construction and furniture  

Paper

Several farm 
products are used 

as a renewable 
source of electricity

There is now more 
pressure on farms 

and farmland in 
most parts of the 

world
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The major macro-environmental factors causing food 
chain disequilibrium and price increases

The urbanization of 
society has resulted 

in changing 
consumption habits

In 2011, 40 per cent 
of corn produced in 
the USA is expected 

to be used for 
ethanol production
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Brazil produces its 
sugar cane-based 

ethanol for less than 
half the cost per 

litre compared to 
the US product

World population 
is expected to reach 
9 billion people by 

2050
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Consumption is 
becoming more 

individually based, 
more sophisticated 

and more energy 
consuming

Funds investing in 
food commodities 

have brought 
higher prices and 

fluctuations
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Food chain reactions: The pathway to address food 
demand growth and food inflation

Promote horizontal expansion in production into new areas, with 
environmental sustainability

The two options 
are to move 

towards increased 
protectionism or 

towards increased 
global trade

Expansion could 
take place into 

millions of hectares 
of land that today 

are poorly used
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(Financial Times

Promote vertical expansion, or more production in areas that are 
already being utilized

Reduce food import taxes, internal taxes and other import barriers 
and protection

Large areas in 
developing 

countries could 
produce more food 
if there were more 

technology and 
investment

Better governance 
structures could 

allow equipment to 
be shared between 

neighbours
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Investment in international logistics to reduce food costs

Reduce transaction costs

Use the best sources for biofuels in a totally sustainable way

Beef in the 
European Union 

costs three to 
four times as 

much as the same 
quality beef in 

an Argentinean 
store of the same 
European retailer

There are many 
inefficiencies in 

major international 
food chains
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Invest in a new generation of fertilizers

Work towards more sustainable supply contracts for farmers, with 
integrated investments and projects

Cars in Brazil are 
soon likely to use 
80% ethanol and 

20% gasoline

It is important to 
produce fertilizers 

from alternative 
sources
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is project management

integration.

business dimension

sustainability

Investing in 
products that 

have many 
competitors and 
no clear regional 

competitive 
advantage is clearly 

a mistake

All food chain 
agents should be 
able to generate 

profits above their 
capital costs 

The whole 
integrated chain 

must have a long-
term perspective
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Stimulate research and investment in innovation from all possible 
sources, but mostly in genetics, in order to find new solutions for 
food and biofuel production and consumption

Slowly work to change consumption habits in both food and fuel

More economic, 
fuel-saving 

machinery is 
needed

There are insufficient 
resources to allow 
9 billion people to 

live at standards 
that are common in 

developed nations
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Planning food chains for the future (2020)

Table 1. The food chain strategic agenda

Chain design, governance and Adequate governance
performance Contracts that can add value
 Profit generation and distribution
 Reduce costs

Chain waste Management and reduction/re-usage 
 Integrated inventory management and collaborative logistics

Food risks and chain integrated Integrated approach to all the increasing risks in food chains 
 (e.g. contamination, financial risks and others)
 Food security should be improved and the costs shared with all agents

Sustainable chains and certification Land use, resource conservation, nature and biodiversity
 Certification processes, value and costs 

Chain and networks impacts and Know how growing impacts from an unstable environment affect food 
adaptation chains and networks

Chain and networks legislation and Deal with different governments and laws
regulation Deal with different institutional environments

Food and health communication Know the restrictions that chains are starting to face: marketing 
 communications, over-consumption, obesity and marketing for children

Climate change and chain adaptation How to reduce the lower production and harvests and loss of land and
 water

Chain information management To develop information management systems and decision support
 models

Biomass-based chains Competition for resources 
 Growth in the use of biomass and grains to produce energy and fuel

Metropolitan agriculture chains Growth of food production in metropolitan spaces 

Chain and network intermediaries Start a process of mapping and redesigning chains
 Add value

Chain inclusion and social innovation To promote the inclusion of smallholders
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Chain design, governance and performance

Chain waste  

Food risks and integrated risk management in chains  

Chain and networks impacts and adaptation

Chain and networks legislation and regulation  

Food and health communication.

Climate change and chain adaptation

Chain information management. 

Adequate 
governance and 

contracts can 
lead to better 

performance and 
profit generation

There needs to be 
consideration of 

growing impacts 
of an unstable 

environment on 
food chains
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Biomass-based chains.

Metropolitan agriculture chains. 

Chain and network intermediaries.

Chain inclusion and social innovation.

Conclusions

How can we 
promote the 
inclusion of 

smallholders in 
food chains?

Redesigning food 
chains is a task that 
involves the public 
and private sector
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