NN LA

> N

“§ AGRA IS
oo UKaid

from the British people

RFT-A02

Policy Brief
Regional Food Trade

NN NN NN AN SN

 ;£m
The impacts of the Russia-
Ukraine conflict on food

prices, food and nutrition
security in Africa

March 2022

C Nhemachena', S. Dahiya’, |. Gokah', P. Echessah', M. Gichuri', S. Nhlengethwa?, A. Djido? and D. Muthini?

'Regional Food Trade and Resilience Unit, Policy and State Capability Division, AGRA, ?Hub for Agricultural Policy
Action Initiative, Policy and State Capability Division, AGRA

Key Messages

Before the Russia-Ukraine war, global food prices Ensuring functional strategic food reserves is critical
were already higher than the past 10 years, driven by for countries in Africa to stabilise food supplies and
factors such as climate change variability and prices, to support domestic food availability and
extremes, and the COVID-19 pandemic, all of which affordability.

led 10 food systems and supply chain disruptions. Social safety nets (such as cash transfer programmes)
The food price volatility, fuelled by the conflict, further are important for ensuring that vulnerable households
risks reversing development progress and making it are supported in periods of unprecedented increases
more difficult to attain food and nutrition security goals ~ in food prices.

in many countries that are already experiencing high
levels of food and nutrition insecurity. The current food
prices are already at a 10-year high and will continue
to increase if the war-induced global food supply
chain disruptions continue.

African countries that largely depend on food imports
from Russia and Ukraine should diversify their food
supply chains by working with other grain producers
to avoid severe domestic food shortages.

African countries should also prioritize investments
that increase food production and measures that
facilitate food trade, especially intra-Africa regional
The poor and vulnerable populations, who are already food trade.

reeling from the economic brunt of the COVID-19
pandemic, which induced income and livelihood
losses, stand to be severely affected by food price
hikes fuelled by the conflict.

There is increased need for strengthening food
security and price monitoring mechanisms.

Ensuring the unrestricted flow of staple grains in
global markets is important for uninterrupted global
food supplies and availability.

Growing Africa's Agriculture WWW.AGRA.ORG




- _________________________________________________________________N NN\ NNV VN

Introduction

Many countries face rising food insecurity levels due to multiple factors such as conflict, climate change, socio-
economic conditions, natural hazards, and the COVID-19 pandemic (World Bank, 2022). The growing food
insecurity contributes to the reversal of progress in development and threatens the attainment of food security
and nutrition goals such as the Malabo Declaration Goals and the Sustainable Development Goals of ending
hunger. The food and nutrition security situation remains of concern to many low and middle-income countries,
such as those in Africa, with COVID-19 uncertainties and disruptions continuing, slowing economic recoveries
and worsening their fiscal capacities (World Bank, 2022).

The Russia-Ukraine war presents a major shock to the global food markets. The escalating tensions in the Black
Sea region have heightened risks on global food markets, which are already struggling with increasing prices,
supply chain disruptions and a bumpy recovery from the COVID-19 pandemic (AMIS, 2022b). The channels
through which the Russia-Ukraine conflict is impacting global food markets include reducing grain supplies, rising
energy prices, increasing fertilizer prices, and disrupting trade due to restrictions, and/or shutting down major
ports. The impacts of the shock will worsen food price inflation pressures in global and domestic food markets,
and affect food and nutrition security, especially of the poor in low-income countries. The global inflationary
pressures and multiple existing risks continue to push food prices up, affecting food access and food security.

Many African countries are not self-sufficient and rely on food imports to meet domestic consumption needs. For
example, Africa is a net importer of wheat and sunflower oil, and many parts of the continent face severe drought
conditions affecting the outlook of food supplies. The majority of the poor in these countries spend a large share
of their incomes on food and are vulnerable to food price shocks. Several countries across the continent rely
heavily on import supplies from Russia and Ukraine, for products such as wheat, corn and vegetable oil. Figure

1 presents cereals exports from Russia and Ukraine to Africa. The main importers include Egypt, Algeria, Libya,
Tunisia, Kenya, Tanzania, South Africa, Mozambique, Mauritania. The disruption of trade in the Black Sea region
due to the Russian-Ukraine conflict compound already rising food prices in many domestic markets across the
continent. With some countries already experiencing rising food prices even before the conflict, global prices
would further fuel inflation of food prices, pushing more people into dire food and nutrition insecurity conditions.
This brief discusses changes in global food prices triggered by the conflict and their implications on food and
nutrition security in Africa.

Figure 1: Value of Russia’s and Ukraine’s food exports to Africa in 2020
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Source: Authors compilation based on data from International Trade Center - https://www.intracen.org/
Overview of trends in global food prices

Food prices are soaring in many countries around the world. The surge in food prices has sparked fears of a new
global food price crisis. The FAO Food Price Index (Figure 1) shows that at the beginning of 2022, global prices
of major food products increased to high levels close to the global food price crises (2007-2008 and 2010-2011).
The increase in food prices in 2021 was mainly due to the recovery in food demand from the global COVID-19
pandemic induced recession and temporary disruptions in logistics as opposed to severe food supply disruptions
or continued trade restrictions (Vos, Glauber, Hernandez, & Laborde, 2022a; Vos, Glauber, Hernandez, &
Laborde, 2022b). Before the Russia-Ukraine conflict, the prices of major grains were already at record levels
(AMIS, 2022a; AGRA, 2022).
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The Wheat Price Index indicates a steeply rising trend, especially in February and March 2022 (Figure 2). The
escalating Black Sea situation stoked fears of a marked reduction in world export supplies, driving up wheat
export prices. For example, in February 2022, Russia set a quota mechanism for grain exports, with a total
grain quota of 11 million tons, of which 8 million tons account for wheat only. This is in addition to a floating-rate
wheat export tax that the country enacted in June 2021, resulting in a grain export reduction of about 30%". The
average global maize prices moderately increased in February and early March, driven by the worsening crop
prospects in South America. The escalation of the conflict in Ukraine, and uncertainties about export flows in
the Black Sea region also influenced global maize prices. Average soybean prices increased sharply in February
(by 12 percent month-to-month to more than a nine-year peak) buoyed by projected significant year-to-year
reductions in production and supplies in South America due to sustained periods of adverse weather and the
unfolding situation in the Black Sea region (AMIS, 2022b). After bouncing back with the global recovery, global
rice prices show a decreasing trend back to pre-pandemic levels indicating positive harvest and production
prospects (Vos, Glauber, Hernandez, & Laborde, 2022b).

Figure 2: FAO monthly price index in real and nominal terms, January 2000-March 2022
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Figure 3: World market prices for cereals and soybeans
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Overview of trends in prices of major cereals in selected African countries

Global commaodity price surges have not spared major food security basket commodities in selected AGRA-

" https://gro-intelligence.com/insights/russia-ramps-up-wheat-export-restrictions. Accessed 14 March 2022
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focus countries. Table 1 presents changes in the prices of major cereals in selected African countries. Overall,

for the selected countries in markets where prices have significantly surged, the changes indicate increases of
between 20 and 95 percent compared to June 2011 prices. The highest increases were for millet, sorghum and
maize. Compared to six months ago, current maize prices are higher in most selected markets except in Maputo,
Accra, and Kano, where prices have declined against their six months level. Millet prices were lower in Accra

and Kano but higher in Ouagadougou and Bamako. Compared to December 2021, January 2022 prices mostly
moderately declined or increased across the selected markets, except for the Malawi national average, which
showed a high increase of 24.5 percent. Overall, sorghum prices have demonstrated a higher trend in all selected
markets, particularly from the past 6 months to 12 years. The only exception is in Accra, Ghana, where sorghum
prices consistently declined, probably because sorghum is not a major food security crop in the country. Like
global trends, rice prices indicate a declining trend in the selected markets. Rice prices have generally declined
compared to their 6-month level except in the selected markets of Tanzania and Malawi. On the other hand,

rice prices in all the selected markets have declined, with few markets showing moderate increases over the
comparable periods. Despite an increasing trend observed in some markets, the continued monitoring of prices
of major cereals and food products are necessary to determine the impacts of the war on food prices and food
and nutrition security across the continent.

Table 1: Changes in major cereal prices in selected African Countries

Ribgion Country Eron Mark Last Price 1 Month &Months 1Year Jan 2020 Jan 2010 Jan 2011 Jan 2012
East Afrca Ethiopia Maize Wholesale Addis Ababa, Efiopian Birr-realkg im EHE1 b M W 452 D MO O B O FHM O VU
East Anca Kenya Maize Wholesale, Mawobd, Kenyan Shiling-reablg 1’2 BBl A4 1WBAT @ TS 4 13T 4 02 4 1283 4 50 4
East Afnca Uganda Mage Wholesale, Kampala, Uganda Shiling-realkg 44071 2902 o 065 2138 D 1385 4 1424 4 15884 280 N
East Africa United Republc of Tanzania  Maize Wholesake, Dar 65 Salaam, Targanian Shilling-realkg 31784 276 B @G 28 w 507 ¢ Aad 0 236 &
Southem Alnca  Malavd Maize Ratall, Liongwe, Kwacha-raabkg 385 1288 $ 2674 & 18804 672 4 2549 4 201 4455 &
Soulhern Africa Malavd Maize Retail, Nasional Average, Kirscha-realig 3521 M50 € 2832 ) -M4B3 o4 N6 4 2010 4 B O 243
Soulhern Afica  Mozambigue Maize Retail Magule. MeScal-realig 12135 S303 4 551 & 25TE A 441 NTE A 283 1248 4
West Africa Ghana Maize Wholesals Actra, Ghana Cadi-reabkg 0.89 A N 532 4 25350 53450 5030 6820 20 W
West Africa Higeria Maze Wholesale, Kamo, Maira-realikg 6319 0238 4 0T84 15230 2437 9O 1288 4 HOD M D
West Africa Ghana Misict Wholesals, Accra, Ghana Cedi-realkg 075 432 W 98 % ATSE e 2288 4 2288 4 -5TI 4 WA 4
Vel Africa Nigeria Mgt Wholesale, Kano, Naira-reabkyg 6237 BT9 4 953 4 AT 4 53T 4 03 4 D

West Africa Burkina Faso Miiel (local)y Wholesale, Ouagadougeu, CFAFranc BCEAC-malky 21543 128 % 1TH @ 2172 @ 244 9 249 0 52470 567 4
Wiest Afrca Maii Milet (local) Wholesale, Bamako, CFA Frang BCEAD-realig 18499 43 26590 4TI B O 1348 P BBO s
Easl Afrcs Ugands Rice Wholesals, Kampala, Uganda Shiling-realkg 118898 <160 W 363 w001 4 2640 4 3084 4 -14TO 4 5025 4
EastAfica United Reputisc of TanZania  Face Wholssle, Dar o8 Salaam, TArZanian Shiling-realkg 88053 115 M 153 P 361 W 2546 4 3276 4 1695 4 4077
Southern Afica  Malsvd Rice Retail, Lisongwe, Kvacha-cealky 18435 333 967 4 1T 500 J 668 4 1057 4 2576 4
Southern Africa  Mozambique Rice (imporied)  Retad, Mapuin, MeScalrealiy 2384 213 W £2 4 202 D 98 4 B4 4 251 4 1484
West Africa Burkina Faso Rice (imporfed]  Wholesale, Ouagadougen, CFA Franc BCEADrealky 3227 062 268 W 40T W 102 ¥ 1388 4 T2 1262
West Africa Ghana Rice (imporied]  \Whelesale, Accra, Ghana Cadicalky 145 203 W 0B85 W AT N T4 4 SB4 4 088 W 4ISE 4
Weest Africa Mali Rice (imporled)  \Wholesale, Bamako, CFA Franc BCEAD-realkg 30691 070 W 05 N 278 147 (el 399 W A W
Wesl Alrca Ghana Scaghum Wholesale, Accra, Ghana Cedi-reabky 085 152 W Toe 4 -wmsed 875 2353 sas 4 2w d
Vst Africa Burkina Faso Seeghum (local)  Wholesale, Ouagadougeu, CFA Franc BCEACkreabky 18145 062 1310 £ 383 G B H 042 O S2HO 48
West Afrca Mali Seeghum (lncal)  Wholesals, Bamake, CFA Franc BCEAO-rsalkg 1237 T4 % H2O G410 ¥ O X510 580 Tnd
East Africa Eshiopia Seeghum (red)  Wheolesale, Addis Ababa, Eftiopian Birr-realkg 472 445 % 1980 D 217D 4T O BB O BHO N2 O
East Africa Ethiopia Sceghum (white)  Wholesale, Addis Ababa, Eficpian Birr-realkg B.41 1065 4 400 195 9 2. 520 4 1B O BT O
West Affica Nigeria Sedghurm (white) Wholesale, Kano, Naira-realkg 5825 1206 & -1igo 4 16200 1723 O 1217 4+ 52M D 64 D

@ - no change; = low increase (0-5%), - moderate increase (5-15%), D high increase (>15%), ¥ = low decrease (0-5%),

v = moderate decrease (5-15%), L high decrease (>15%)

Source: Own construction using data from FAOSTAT. Accessed 6 March 2022
Note: Last Price is January 2022

Implications of rising food prices on food and nutrition security in Africa

Historically, conflict is a key driver of food price spikes. The price increases and worsening of broader economic
conditions, in turn, contributes to further conflict, including in areas that were not involved in the original war
themselves (McDonough & Zhou, 2022). The Russia-Ukraine conflict shocked global markets and has put food
markets in serious turmoail, despite favourable market conditions before the crisis that seemed to soften prices

in 2022 (AMIS, 2022a; AMIS, 2022b). As indicated above, the conflict adds inflationary pressures to already-
soaring global food prices, with global food prices have surged since the outbreak of the conflict (Figure 2 above).
The impacts of rising global food prices present high food and nutrition risks for millions of poor populations,
particularly in many African countries that depend on markets for food supplies.
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Even a relatively short-lived surge in food prices will significantly affect food security for the poor and vulnerable
people in developing countries (Vos, Glauber, Hernandez, & Laborde, 2022b). The 2021 World Economic Outlook
report shows that, in the first quarter of 2021, the rise in global staple food prices explained about 40 percent of
overall consumer price increases in low-income countries. This is higher than the contribution in middle-income
countries (Figure 3) and implies that surging global food prices threaten food security in many African countries.
The food and nutrition security risks are most acute for the poor in low-income countries, where rising food
import costs weigh heavily on economies and personal incomes, with food accounting for about half of the
consumption baskets and 20 percent of imports (Vos, Glauber, Hernandez, & Laborde, 2022b).

Figure 4: Contribution of staple food prices to consumer price inflation (CPI) by developing-country
groups (2020 Q1 to 2021 Q2)
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Figure 4 shows the prevalence of insufficient food consumption across African countries based on the World
Food Programme’s hunger map data. As of 3 March 2022, only Tanzania and Algeria recorded less than 10
percent of their population experiencing insufficient food consumption. The global price increases translate into
inflationary domestic food prices, especially in importing countries. This would be devastating in many countries
already experiencing high levels of insufficient food consumption and food insecurity. The food trade disruptions
impacting food supplies and fuelling food price increases would worsen the already-existing moderate-to-high
insufficient food consumption conditions across many countries. Many vulnerable populations that are already
struggling to get food, risk being pushed into further worse food security conditions leading to an increase in the
number of food-insecure people.

Figure 4: Prevalence of insufficient food consumption
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2 https://www.imf.org/en/Publications/WEQO/Issues/2021/10/12/world-economic-outlook-october-2021. Accessed 6 March 2021.
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Consumer food price inflation, which had already surged in 2021 (Figure 5), is expected to continue in many
low-income countries, such as in many African countries. The situation is worsened by the fact that low-income
countries have a limited fiscal capacity to protect the purchasing power of low-income families and prevent rising
food prices from causing severe food insecurity, and a further deterioration of diets. Given the global impacts of
food price inflation, the international community should immediately prioritise strengthening the fiscal capacities
of low-income countries through additional financial assistance (AMIS, 2022b). Strengthening social safety nets
such as cash transfer programmes are important to help vulnerable households access food in crisis periods.

Figure 5: Domestic consumer food price inflation around the world, January 2022 (year-on-year
change in food consumer price index, %)
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Source: Adapted from Vos, Glauber, Hernandez, & Laborde (2022a)
Conclusion

Overall, the Russia-Ukraine war is spreading inflationary dynamics even in countries that are not major trading
partners of the two. The interconnectedness of global food markets makes many vulnerable countries, such as
those in Africa, to feel the impacts of the shock. The escalation of the Russia-Ukraine war would severely impact
the food and nutrition security of many African countries as the global food supply chain impacts are transmitted
to local markets. The poor and vulnerable populations that spend a significant portion of their incomes on food
face the brunt of surging food prices triggered by the conflict. The war in Ukraine also provides an opportunity for
African countries to strengthen their food production and trade systems.
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