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The asymmetric socioeconomic effects of global

food crisis

Chara Vavoura, University of Athens

Ioannis Vavouras, Panteion University of Social and Political Sciences

O1 aOUPETPES KOIVWVIKO-O1KOVOHIKES ENNTWOELS
TNS NAYKOOH1As ENCITICTIKNS KPions

Xapd BaBoupa, lavernotiuio s ABrvas

Iwdvvns BaBouUpas, IMdveio lNavemotipio Kovwvikwv kar [oAitikwv Emotnuwv

ABSTRACT

The planet is experiencing a food crisis, the
extent of which is unprecedented in the 21st
century. The Covid-19 pandemic and the
Russian invasion of Ukraine, combined with
the extreme weather conditions of recent years,
have been the most important determinants
of this crisis. However, the food crisis has not
affected all households and states equally but
has been more severe for the economically
vulnerable households and lower-income
countries, where food takes up a large share of
their consumption expenditure. The objective
of this paper is to highlight the asymmetric and
consequently redistributive  socio-economic
effects of the global food crisis.

KEY WORDS: Global Food Crisis, Harmonised
Index of Consumer Prices, Income Inequality,
War in Ukraine.

MEPIAHWH

O niavhtns Biwvel pia emormoukh kpion, na-
popola e tny onofa Oev eixe yvwpioer katd tov
210 a1va. H navonpia tou Covid-19 kar n Pwaoi-
kh e10BoAn otnv Oukpavia, og ouvduaoud e ta
akpaia ka1pikd eavopeva twv Teheutaiwv €1y,
Atav 01 onpavukdtepol Npoadiopioukoi napdyo-
VIES QUTNS s Kpfons. H emaruoukn opws kpion
bev ennpéaoce 106ppona OAC Ta VOIKOKUPIA Kal Ta
Kpatn. Ennp€aoe nepioodtepo ta Mo OIKOVOUIKA
€UGAWTA VOIKOKUPIG Ka1 TS XWPES XAPNASTEPOU
€1000AATOS, MOU PeYGAO PEPOS NS KATAVOAW-
ukns tous dandvns apopd €idn diatpoens. Iko-
nos s napouaoas epyacias ival n avadelign twv
QOUPUETPWY Kal KATd OUVENEID avad1aveuNTK@Y
KOIVWVIKOOIKOVOUIKWV EMMNTMOEWY TS MNayko-
op1as emarucukns kpions.

AEEEIL KAEIAIA: Maykéowa Emaoruoukn Kpion,
Evappoviopévos Aegiktns Tipcv Katavaiwtn, Eico-
dnpaukn Aviodtnta, MdAepos oty Oukpavia.
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1. Introduction

The world is experiencing the most serious food crisis in recent decades. Based on available

data from the United Nations Food and Agriculture Organization (FAO) since the early 1960s,
we realize that the current global food crisis has led to the highest real food prices on record. The
situation is highlighted in Figure 1 where the evolution of the Real Food Price Index compiled by
FAQ is shown. The value of this index at the time of writing this paper for the year 2022 was 143.8.
This value is much higher than all its previous highest values recorded in the past, namely the cor-
responding second highest peak of the year 1974 (137.4), as well as those of the years 2008 (114.3)
and 2011 (118, 8). Figure 1 also shows that the problem of rising food prices worldwide did not
appear only because of the Russian invasion of Ukraine on February 24, 2022. Already in 2021, a
sharp rise in food prices had begun. The Real Food Price Index in 2021 compared to 2020 increased
from 99.2 to 125.1. That is, it increased by 25.9 percentage points. In 2022 compared to 2021,
according to the data available at the time of writing, it appears to have increased further to 143.8.
It marked therefore an increase of 18.7 percentage points.

We observe that the effects of the Covid-19 pandemic on global food prices were also signifi-
cant. More specifically, global food prices in 2021 increased mainly due to the uneven recovery of
economies from the Covid-19 pandemic and the widespread supply chain disruptions due to the
pandemic. To some extent, the extreme weather conditions that prevailed in 2021 in many regions
of the world, which were the worst in recent decades and caused serious crop and livestock losses,
also contributed to the food crisis (Global Network Against Food Crises, 2022). However, in general,
since the beginning of the 2000s, there has been a trend of increasing real food prices worldwide.
This upward trend seems to have been interrupted only temporarily. More specifically it stopped
during the years 2009, 2015, 2016 and 2018.

Chart 1: Evolution of the Annual Real FAO Food Price Index during
the period 1961-2022: Base 2014-2016 = 100
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Data source: Food and Agriculture Organization of the United Nations (FAO), Food Price Index
(fao.org/worldfoodsituation/foodpricesindex/en/). For the year 2022, release date: 07/10/2022.
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The recent global food crisis is a large-scale one. As noted by the United Nations, humanity has
not known a similar food crisis in the 21st century (UN, 2022). The lingering effects of the Covid-19
pandemic combined with the Russian-Ukrainian war and the generally observed climate change,
which is now accepted as having transformed into a climate crisis, do not apply symmetrically to
all individuals of each society and all countries of the world. In other words, the recent global food
crisis has large redistributive effects on the lowest incomes, ultimately increasing the ranks of the
global poor.

Of course, all food crises have some redistributive character, given that households and
states that have limited possibilities to react to them are more vulnerable and suffer the greatest
effects because of them. There are generally three main transmission mechanisms of this crisis,
namely increases in food prices, increases in energy prices and a tightening of financing condi-
tions in the context of a contractionary monetary policy that is typically implemented to counter
inflationary pressures. The third mechanism is of particular importance in emerging markets and
developing economies (EMDEs) according to the World Bank (World Bank, 2022). These three
mechanisms working in parallel cause a vicious circle that renders it extremely difficult to get
out of this crisis (UN, 2022). It is noted that the restrictions on food and fertilizer exports, which
have been inflated since the start of the war, are already much stricter than those implemented
during the food price crisis of 2007/8 (UN, 2022). According to the estimates of the United Na-
tions, about 94 states with a total population of about 1.6 to 1.7 billion inhabitants are already
seriously exposed to at least one of the above three mechanisms and are unable to respond to
it (UN, 2022), while about 1, 2 billion people live in countries exposed to all three transmission
mechanisms of the food crisis, which are called the “perfect storm” (UN, 2022).

The basic objective of this paper is to highlight the asymmetric economic and social effects
of the current global food crisis. The highlighting of this problem will possibly contribute to the
formation of economic and social policies suitable for dealing with it.

2. Real Income Levels and Consumption Standards
s income rises the total consumption expenditure of individuals or households increases. The
higher the income is, the higher are the levels of consumption expenditure. For example, in
Greece in the year 2020, according to Eurostat estimates, the mean consumption expenditure at
purchasing power standards (PPS) per adult equivalent of the total population was 13,510. How-
ever, the mean consumption expenditure of the first quintile (the relatively poor) was 10,113 while
that of the fifth quintile (the relatively rich) was 18,3150.

At the same time, as income rises, the composition of consumption changes. In other words,
the so-called “consumption standards” are changing. The bulk of consumption expenditure shifts
from basic or subsistence goods to more luxurious goods. This situation is reflected in the change
in the weighting of the goods and services included in the calculation of the Consumer Price Index
(CPI). These weights reflect the relative importance of goods and services in the budget of the aver-
age household. For this reason, these weightings are revised to the extent that noticeable changes
in consumption patterns are observed.

In particular, as income increases, the share of food items in total consumption expenditure
of individuals or households tends to decrease and consequently their weightings. For example,
in Greece during the period 1959-2009 the weighting of food in the total consumption ex-
penditure of households decreased from 43.75% to 17.12% according to ELSTAT (former ESYE)
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estimates. That is, in 2009 in Greece a typical household spent just 17% of its total consumption
expenditure on food compared to 43.75% for the year 1959. At the same time, during the period
1960-2008 the average per capita Gross Domestic Product (GDP) in constant 2015 US dollars (S)
increased from $5,030 to $23,929. In other words, we observe that increases in GDP per capita
significantly affect the consumption patterns of households. One of the major effects of this
increase is the relative reduction of expenditure on food in total consumption expenditure. This
relationship is also confirmed in the following years. The reduction of GDP per capita in the post-
2009 period in Greece resulted in an increase in the share of food in total consumer expenditure
10 23.26% in 2021.

Therefore, if we want to investigate the evolution over time in the relative importance of
food in total consumption expenditure in a country in relation to the changes of its average
real GDP per capita, we could follow the adjustments of the weights of the corresponding CPI
of that country. At the same time, if we want to compare the differences in the importance of
food in total consumption expenditure between different countries in a given period of time,
we could resort to comparisons of their respective CPI weights. The comparison of CPI weights
is therefore a reliable indicator for investigating the effects of the relative importance of food in
total consumption expenditure, both in a country over time and in international comparisons of
these effects.

This analysis is attempted with the help of Chart 2, where we compare the consumption
patterns of 52 countries of the world with different per capita incomes. More specifically we
examine various high, middle and low per capita income countries. The countries of Chart 2 are
ranked by their respective Gross National Income (GNI) per capita in the year 2021 in purchasing
power parities (PPP) or international dollars (IS) to enable international comparisons of incomes
based on their real purchasing power rather than their nominal monetary size. On the vertical
axis of the chart, we depict the weight as percent of food and non-alcoholic beverages in the
corresponding CPI of each country included in the sample.

From the Chart 2 we observe that the countries included in it and whose per capita income
in 2021 was over I1$60,000, the weight of food and non-alcoholic beverages in total consump-
tion expenditure was well below 15%. In countries associated with a per capita income between
40,000 and 60,000 IS the corresponding weight was well below 20%, while in countries with a
per capita income below 10,000 IS the corresponding weight was higher than 30% and in many
of them higher than 50%. In other words, in many low-income countries, expenditure on food
approaches or even exceeds 50% of the total consumption expenditure of households. Chart 2
depicts clearly the inverse relationship existing between the level of income and the share of food
in total consumption expenditure of households.
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Chart 2: The relationship between GNI per capita and weight of
food and non-alcoholic beverages in CPI

65
55 |®
45

35

25 y = 45.537¢ 2605

R*=0.806

15 ®

CPI, weigt as percent: Food and non-alcoholic beverages

0 10.000 20.000 30.000 40.000 50.000 60.000 70.000 80.000
GNI per capita, PPP (constant 2017 international $)

Data sources: 1) International Monetary Fund (IMF), Consumer Price Index (CPI), Cross-country
weights as percent, weight of food and non-alcoholic beverages. 2) World bank, World Develop-
ment Indicators (WDI), Gross National Income (GNI) per capita, PPP (constant 2017 international 9).
Notes: 1) Data from the following 52 countries are included in the chart: Armenia, Australia,
Austria, Bangladesh, Belarus, Belgium, Benin, Bhutan, Bulgaria, Burundi, Cambodia, Canada,
Central African Republic, Chad, Chile, Colombia, Cyprus, Denmark, Dominican Republic, Esto-
nia, Ethiopia, Finland, France, Germany, Greece, Haiti, Hungary, Iraq, Israel, Italy, Latvia, Mexico,
Netherlands, New Zealand, Niger, Nigeria, Norway, Pakistan, Poland, Portugal, Rwanda, Serbia,
Sierra Leone, Slovenia, South Africa, Spain, Sudan, Sweden, Switzerland, Ukraine, United King-
dom and United States. 2) Data on GNI and CPI weights refer to 2021 or to the most recent year
available at the time of writing the paper.

3. The Distributional Effects of the Recent Global Food Crisis

ccording to the preceding analysis, the current global food crisis and the increase in food prices
that necessarily accompanies it, does not affect all individuals and households in a society or all
countries of the world in a symmetrical way, but, rather, it exerts unbalanced effects. This happens
because it has a greater impact on the more economically vulnerable individuals and households
that are net food consumers. In parallel, it affects lower income economies in which a very high
proportion of consumer spending is on food items. We should note however at this point that those
economically vulnerable individuals and households that are net food producers, i.e., they produce
more food than they consume, could improve their welfare due to the global food crisis.
Although no evidence is yet available to systematically investigate the redistributive effects
of the current global food crisis, there already exist empirical studies that have analyzed the re-
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distributive effects of large increases in food prices in the previous periods. At the same time, in
the context of the policy of economic development, the effects of the increases in the prices of
food products have been the subject of empirical investigation in the past.

In principle, it could be argued that since about 75% of the world’s poor population lives
in rural areas where agriculture is their main economic activity, increases in food prices could
raise their incomes. As a result, global food crises could improve the distribution of income in
favor of these people and hence they could eradicate global poverty at least in the long term.
This conclusion is reached by a number of researchers on the field, such as Headey, who find that
increases in international food prices are associated with a decrease in national poverty rates in
a large number of developing countries, which is mainly due to an increase in the demand for
agricultural labor and increase in the supply of agricultural products, phenomena caused by the
increases in international prices of agricultural products (Headey, 2018).

However, the opposite seems to be happening in reality. Reductions in the prices of agricul-
tural products worsen the welfare of the rural population, given that most rural households are
net food consumers rather than net food producers (Polaski, 2008). More specifically, a large part
of the world's poor rural population does not produce enough food to meet its own consumption
needs and is forced to supplement its income with income from dependent agricultural employ-
ment. This category of low-income individuals does not benefit from increases in food prices
(Ravallion, 1990). It appears that increases in international prices of agricultural goods, when not
coupled with labor productivity improvements, tend to increase poverty in developing countries
or low-income economies rather than to reduce it (Ivanic and Martin, 2014). Only those individu-
als and households that have the necessary resources required to improve their productivity, such
as for example adequate irrigated agricultural land, fertilizers and insecticides, can improve in
fact their welfare when international food prices rise (Zezza et al., 2008).

Empirical research in the agricultural sector of various countries has shown that the gainers
from world food price increases are the relatively wealthy individuals in the agricultural sector
and the losers are the relatively poor (Ravallion, 1990). During the period 2007-2008, when there
were large increases in food prices worldwide, the poorest households were hit hardest. This
outcome resulted in increases in the “depth of poverty” or “poverty gap”. The same problem
manifested itself at the world regional level. The rural areas or regions of the world were most
affected from the increases in world food prices during the above period (Compton et al., 2010).

According to the preceding analysis, the impact of food price increases due to the recent
global food crisis are particularly significant in low-income economies that are net importers of
food commodities. These countries are exposed to the phenomenon of the “perfect storm” to
which we have already referred. That is, they are faced with all three transmission mechanisms
of the global food crisis. Consequently, not all regions of the world are equally affected by the
food crisis. For example, the region estimated to be most affected is Sub-Saharan Africa (UN,
2022). For the EU, supply chain disruptions due to the war in Ukraine and the impact of economic
sanctions imposed on Russia by the international community is estimated that could push the
European economy into a recession, while increases in food and energy prices are estimated to
hit households, mainly the poorest ones, but not significantly (EIB, 2022). The effects will be of
a greater importance in countries that are more sensitive to changes in energy and food prices
and a relatively larger proportion of their population is at risk of poverty, i.e., in the countries of
Central and South-Eastern Europe (EIB, 2022).
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4. The War in Ukraine and the Food Crisis

he war in Ukraine has added another dimension to the already acute problem of the global food

crisis. This war, as well as any war conflict in which countries of geostrategic importance and
economic power are involved, has significant economic effects both at the regional (European) and
at the global level. It has already affected global production, global employment, global financial
flows and espedially foreign direct investment, as well as world trade. Its effects are most severe in
food and energy markets.

It must be noted that Russia and Ukraine account for a small percentage of world trade and
world Gross Domestic Product (GDP). In 2021, the share of both countries in global merchandise
trade was estimated to be 2.5%, while the share of both in global GDP was estimated to be only
1.9% (WTO, 2022). Moreover, in terms of exports of all commodities, Russia has a very low share
on global commodity exports. According to the World Trade Organization (WTQO), in 2021 Russia
accounted for just 2.2% of global merchandise exports. In terms of merchandise imports, Russia
has an even lower share. According to the WTO, in 2021 Russia held just 1.3% (WTO, 2021).

However, despite the limited participation of Russia and Ukraine in world trade, it should
be clarified that in some commodities the two countries hold a very high percentage of world
exports, such as wheat (25% in 2019), barley (15% in 2019) and sunflower oil (45% in 2019).
Russia alone holds 9.4% of world trade in fuels, while in natural gas it holds 20% (WTO, 2022).
At the same time, Ukraine alone accounts for 14% of global corn exports (Artuc et al., 2022).

After the Russian invasion of Ukraine, the global supply of the above goods was significantly
disrupted, both because of the direct effects of the invasion, such as the blocking of Ukrainian
grain exports through the Black Sea, and because of the international community’s economic
sanctions imposed on Russia. At the same time, we should not ignore the extreme weather phe-
nomena that occurred in many parts of the planet, such as high temperatures in India, the USA
and France, floods in China and drought in Africa. These problems combined with the increasing
protectionism that prevailed in various countries due to the insecurity created in terms of secur-
ing the supply of food and raw materials, led to large increases in the prices of food products
(McGuirk and Burke, 2022). That is, food price increases due to the Russian-Ukrainian war exac-
erbated the already existing global cost of living crisis that had also been worsened due to the
Covid-19 pandemic.

The effects of war on individual countries are not symmetrical. Some countries are affected
more and others less (Celi et al., 2022). This is determined by the degree of dependence or in-
terdependence of the economy of each individual country on the economies of the countries in-
volved in the conflict, but also by the extent of uncertainty and insecurity caused in each country
by geopolitical tensions. In particular, the effects of the specific war on each economy basically
depend on the extent of its dependence on imported energy, food and intermediate goods and
raw materials from Russia and Ukraine, such as cereals (grain, corn, etc.), fertilizers, ores (pal-
ladium, nickel, aluminum, etc.), natural gas and oil. It should also be noted that the effects of
the war in each individual country also depend on the percentage of its population that is at risk
of poverty, given that the increases in food and energy prices affect more the most vulnerable
households (EIB, 2022).

Focusing our analysis on the EU level where there is more reliable statistical evidence for
international comparisons, it is confirmed that the recent food price developments exerted and
continue to exert unbalanced effects on its individual member states. More specifically, by con-
sidering the monthly data - annual rate of change (percentage change on the same period of the
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previous year), that is the twelve-month changes, of the Harmonised Indices of Consumer Prices
(HICP) as they are estimated by the National Statistical Institutes (NSIs) and the Eurostat to mea-
sure consumer price inflation in the EU for international comparisons, we find the following as
far as the food and non-alcoholic beverages inflation index (FHICP), code 01 of the international
classification COICOP (Classification of Individual Consumption by Purpose) of the United Na-
tions (UN) (Eurostat, 2022):

(a) Until August 2021, the European (27 member states) average annual rate of change of
the FHICP was lower than 2%. From August 2021 till November2021 it reached the 2.9%. Un-
til February 2022 it reached the 5.5% (It is noted that on February 24, the Russian invasion of
Ukraine began). In March 2022 it increased to 6.7%, while in April 2022 it reached the 8.6%.
The increases of the FHICP continued during the following months. In August 2022, the average
European FHICP index had risen to 14%. So, it is concluded that in the EU food prices started to
rise before the Russian invasion of Ukraine, as a result of the bottlenecks caused by the Covid-19
pandemic. The Russian invasion accelerated their increase rates.

(b) Although in August 2022 the average European FHICP index was 14.0%, very large dif-
ferences in FHICP rates are observed between the individual member states. In some member
states the FHICP rate was close to 20%, namely in Bulgaria (24.1%), Czechia (19.9%), Estonia
(21.8%) Romania (19.1%) and Slovakia (21.0%), while in some others it was higher than 25%,
namely in Latvia (25.9%), Lithuania (29.8%) and Hungary (33.1%). At the same time, in some
member states the corresponding FHICP was lower than 10%, namely in Ireland (8.7%), France
(8.4%), Cyprus (5.0%) and Luxembourg (8.1%). We are therefore observing the large asymmetric
effects of the global food crisis on food prices in the individual EU member states. These unbal-
anced or asymmetric effects of food price inflation on individual countries reveal the extent of
their structural differences. Moreover, they highlight once again the problem that the EU is not
an "optimum currency area” and make it extremely difficult to design and implement a single
long-term European strategy against the global food crisis.

5. Conclusion

he global food crisis, that got worse after the Russian invasion of Ukraine, does not have a bal-

anced impact on all households and all countries of the planet. It has a strong redistributive
character. It affects more seriously people and countries that have limited capacity to respond to it.
This responsiveness to a large extent depends on income. People with low disposable income who
are net consumers of food products and countries with low real per capita disposable income in
which a high proportion of consumer spending is on food products tend to be hardest hit by the
crisis. Based on existing experience we know that the global food crisis also affects the majority of
rural households, who are net consumers of food products and not pure producers. Only those rural
households that can access the necessary financial resources to raise their productivity levels can
improve their welfare as a result of the food crisis.

The Russian invasion to Ukraine added another dimension to the problem of global food crisis.

The food price increases it caused were largely unbalanced. The extent of its effects was determined
by the degree of dependence or interdependence of the economy of each individual country on the
economies of the countries involved in the conflict (Russia and Ukraine), but also by the extent of
uncertainty and insecurity caused in each country by the geopolitical tensions that emerged. As for
the EU as a whole, given the structural differences between its member states, it is extremely dif-
ficult to formulate a common strategy to respond to the global food crisis.
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