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About this report

Under the framework of cooperation between the Food and Agriculture
Organization of the United Nations (FAO) and the European Bank for
Reconstruction and Development (EBRD) the analysis contained in this report
was carried out by the FAO Markets and Trade Division with the support of the
FAO Investment Centre. It provides an assessment of the vulnerabilities and
potential impacts of the war in Ukraine on Egypt, Jordan, Lebanon, Morocco and
Tunisia, with a focus on agrifood trade and food security. The findings reflect the
status of the continuously evolving situation with respect to the war in Ukraine
as of 26 May 2022.
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Executive summary

Egypt, Jordan, Lebanon, Morocco and Tunisia - the Southern and Eastern
Mediterranean (SEMED) group of countries - are net importers of calories. The
SEMED group of countries are among the largest grain, wheat, and foodstuff
importers globally. The share ofimportsin domestic availability of calories ranges
from asizeable 37 percent (Morocco) to a staggering 84 percent (Jordan). Wheat
plays a crucial role in these countries, contributing more than a third to overall
food supply in each of them. Governments are heavily involved in imports of
wheat and other cereals, with state agencies often the largest or the only legally
permitted importer.

The Russian Federation and Ukraine are key global suppliers of cereals
and sunflower oil while the Russian Federation is also a leading exporter of
fertilizers. As a result of the outbreak of the war in Ukraine on 24 February 2022,
global food prices (especially cereals and vegetable oils) increased further from
already high levels in 2021 and have been at record highs since March 2022.

Giventheir reliance oninternationally traded food commodities, SEMED
countries are generally exposed to global price surges, but additionally the
Russian Federation and Ukraine are important direct suppliers of wheat, other
cereals and sunflower oil. In 2021 the Russian Federation and Ukraine together
accounted for about 75 percent of the total wheat and wheat flour imports of
Egyptand Lebanon, close to 40 percentin Tunisia, more than 30 percentin Jordan
and around 20 percent in Morocco. The Russian Federation and Ukraine are also
key suppliers of sunflower oil and other cereals to these countries.

Gross food import bills in SEMED countries are high and are likely to
increase further in 2022 and beyond. Food import bills in these countries largely
consist of commodities whose global prices have recently peaked. After taking
into consideration essential non-food imports, all SEMED countries run trade
deficits. Further, the crisis is hitting some countries at a time of economic hardship
driven by a severe drought (particularly in Morocco), sluggish economic growth
(Tunisia), or a full economic crisis (Lebanon). Rising food import bills and
insufficient foreign exchange earnings pose a challenge from the vantage point
of financing crucial food imports.

For the SEMED countries, the current crisis is mostly a supply side shock.
Merchandise exports to Ukraine and the Russian Federation are negligible for
most SEMED countries (except for some exports by Egypt and Morocco). In line
with their status as net exporters of fertilizers, SEMED countries could benefit
from surging global prices, but higher prices are also likely to be passed on to
farmers.

Exceptfor Morocco, forecast production of wheatinthe SEMED countries
for 2022/23 — while negligible in some cases —is close to the five-year average.
Due to a severe drought, Morocco is predicted to have a significantly higher
import requirement than in past years and already increased wheat imports
before the war in Ukraine. In terms of food stocks, estimates for wheat at the end
of the 2021/22 marketing year range from just below 13.7 percent of domestic
consumption in Lebanon to more than 33 percent in Jordan.

Government responses to the crisis so far have included food export
bans, effortstodiversify sourcingrelationshipsandnegotiationswithinternational
financial institutions. All SEMED countries have implemented export bans on at
least some food items, including cereals and their derivates, but also fruits and
vegetables and other items in some cases. Tunisia and Lebanon have initiated

Xl
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or concluded negotiations with the World Bank or the International Monetary
Fund (IMF) for loans or aid programmes.

To preventsignificantincreasesin hunger arising from the crisis, SEMED
governments should pursue policies that take into account their reliance on
imported food. In general, SEMED governments should avoid ad hoc policy
reactions, keep trade openand committo comprehensive food security strategies.
Considering that SEMED countries will continue to rely on food imports also in
the future, a first priority is to mobilize funding for rising food import bills, for
example through a dedicated Food Import Financing Facility as proposed in FAO
(2022j), and diversify import sources. In the medium- to long-run, governments
should consider comprehensive reforms of their sizable food subsidy programmes
as well as import regimes, build reasonable food stocks and consider new
agricultural technologies, with a view to produce increased volumes domestically
in a sustainable way.
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Chapter 1

The war in Ukraine:
risks for global agrifood
markets and e ecton
prices to date

1. The war in Ukraine that began on 24 February 2022 has caused extensive loss
of life, considerable displacement of people in Ukraine and damage to critical
infrastructure. The war has also sparked a massive and deteriorating food
insecurity challenge, has affected livelihoods in Ukraine, and has impacted on
global food security (FAO, 2022a).

2. The Russian Federation and Ukraine are among the most important global
suppliers of agricultural commodities. In 2021, wheat exports by the Russian
Federation and Ukraine together accounted for around 25 percent of global
exports. In the same year, the Russian Federation accounted for about 3 percent
of global maize exports, while Ukraine held a share of around 12 percentin global
exports of this commaodity. With respect to their shares in global barley exports,
in 2021 the Russian Federation and Ukraine accounted for about 12 percent, and
14 percent, respectively. Finally, sunflower oil exports from both countries
combined represented close to a staggering 72 percent of global exportsin 2021
(FAO, 2022b).!

3. The Russian Federation is also a key exporter of fertilizers. In 2021, the country
was the top exporter of nitrogen fertilizers, the second largest supplier of
potassium, and the third largest exporter of phosphorous fertilizer. Additionally,
from the perspective of energy-intensive agrifood systems that absorb energy
either directly through fuel for machinery or in the production of fertilizers, the
Russian Federation is also a key player in global energy markets and accounted
for 18 percent, 11 percent, and 20 percent of global exports of coal, crude oil, and
natural gas, respectively in 2021 (FAO, 2022b).

1 The Russian Federation and Ukraine mostly export sunflower oils, rather than
uncrushed seeds.



4. As a result of the outbreak of the war in Ukraine, global food prices have
further increased from already high levels in 2021, reaching record highs in
March 2022, followed by a limited easing in April 2022. The FAO Food Price
Index averaged 159.3 points in March 2022, leaping 17.9 points (12.6 percent)
from February 2022 and reaching its highest value since the creation of the
index in 1990. Individual product groups for which the Russian Federation and
Ukraine are key global suppliers also rose sharply in line with the overall trend,
with the FAO Cereal Price Index increasing by 24.9 points in March 2022 from
February 2022 (17.1 percent) and the FAO Vegetable QOil Price Index increasing
by 46.9 points from February 2022, a 23.2 percent increase (FAO, 2022c). For
both indices, March 2022 values represented record highs and were driven by
the war in Ukraine and export reductions from Ukraine, as well as a slowdown
in shipments from the Russian Federation (FAO, 2022d). In April 2022, while
remaining distinctly above historical levels, all three price indices showed a
reduction relative to March 2022 (FAO, 2022c).

IMPLICATIONS OF THE WAR IN UKRAINE FOR AGRIFOOD TRADE AND FOOD SECURITY
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Figure 1
Food, cereal, and vegetable oil prices reached all-time highs in March and April
2022

NOTES: 2014-2016 = 100.

SOURCE: Food and Agriculture Organization of the United Nations (FAO). 2022c. World food situation.
https://www.fao.org/worlldfoodsituation/foodpricesindex/en/
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5. Similar to agricultural commodities, recent prices for N-, and P-fertilizers had
already risen strongly throughout 2021 and eventually reached multi-year highs
in March 2022. Figure 2 presents spot prices throughout 2021, and the first four
months of 2022 for urea (a critical N-fertilizer), diammonium phosphate (DAP),
the most widely used P-fertilizer, as well as potassium chloride (KCI), the most
widely used K-fertilizer. Both urea and DAP had shown significant price increases
throughout 2021 and reached record prices in March 2021, rising even further in
April 2022. While K-fertilizer prices were relatively stable throughout 2021, prices
have recently risen, more than doubling from February to March 2022 and
remaining virtually unchanged in April 2022.

__//\—'_\,\

Figure 2
Fertilizer spot prices — diammonium phosphate (DAP), Urea, and
potassium chloride (KCI)

NOTES: DAP = Diammonium phosphate, KCI = Potassium chloride. Urea is a nitrogen-based fertilizer.

SOURCE: INDEX MUNDI. 2022. Fertilizer spot prices. HTTPS://WWW.INDEXMUNDI.COM/

6. Future global price developments forimportant agricultural commodities and
fertilizers will hinge on developments in the Russian Federation, Ukraine, as well
as policy actions and harvests in other major producing countries. Future food
and fertilizer prices (as well as prices for energy as a key input into agricultural
production) will reflect developments in Ukraine and the Russian Federation and
their ability to supply global export markets. The war is undermining the
participation of Ukraine in global agrifood trade (and to a lesser extent that of the
Russian Federation) and will also affect future production and logistics, including
production decisions around the globe. For example, as of March 2022, FAO
estimates suggest that about a third of the crops and agricultural land in Ukraine
may not be cultivated or harvested in 2022 due to the war (FAO, 2022¢). Policy
responses by governments of other large global producers will play a critical role
as well. For instance, on 28 April 2022, Indonesia banned exports of palm oil,
which raised global prices for vegetable oils (FAQ, 2022f). On 13 May 2022, India
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banned exports of wheat in response to surging domestic food prices due to a
crop damaging heat wave. International markets reacted with immediate price
increases (Financial Times, 2022).2

7.Exports of Ukraine’s agricultural commodities have already been impacted
severely, primarily due to port closures, damage to critical infrastructure and
displacement of people. Ukrainian exports have virtually stopped since the
beginning of the war due to the closure of Ukrainian ports (which account for
roughly 90 percent of Ukraine’s agricultural commodity exports) as well as
damage to storage and transport infrastructure. Some Ukrainian grain exports
have been possible through Ukraine's western borders via rail as well as the
shallow Danube Delta ports of Reni, Ismail and Kiliya. However, capacity is
insufficient to make up for lost deep water maritime transport. Additionally, at
the beginning of March the Ukrainian Government suspended export activities
for some food products, including oats, buckwheat, millet, rye, barley, rapeseed,
meat, sugar, and salt, and introduced export licenses for other commodities (FAO,
2022g). Exportlicenses were lifted for maize and sunflower oil on 25 March 2022
and the government started issuing export licenses for wheat on 21 April 2022
(Ukrainian Government, 2022a; Ukrainian Government, 2022b). The Russian
Federation had already banned exports of grains (wheat, barley, rye, maize) to
other members of the Eurasian Economic Union (Reuters, 2022a), with exports
of seeds of wheat and meslin, rye, barley, as well as common corn being excluded
from this ban on 31 March 2022 (Government of the Russian Federation, 2022a).
Also on 31 March 2022, the Russian Government announced a temporary ban
on exports of sunflower seeds and rapeseeds from 1 April to 31 August 2022
(Government of the Russian Federation, 2022a).® With respect to fertilizers, on
17 April 2022 the government promoted increased exports by substantially
raising export quotas for fertilizers by almost 700 000 tonnes (Government of
the Russian Federation, 2022b).

8. The port blockade will likely continue to severely impact on Ukraine’s capacity
asasupplier to global grain markets, also leading to insufficient storage capacity
for the new harvest. Storage facilities remain filled with grains from the previous
harvest. If these stocks cannot be exported in time, the summer harvest between
July and September 2022 cannot be stored and much will be lost (SRF, 2022).
There are also reports of damage to storage infrastructure such as silos, although
the extent remains unknown.

2 At the time of writing it was unclear whether and under what terms some importers could
be exempted from the ban.
3 Exports to the members of the Eurasian Economic Union are permitted.
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9. Egypt, Jordan, Lebanon, Morocco and Tunisia - the countries comprising the
SEMED group of European Bank for Reconstruction and Development (EBRD)
operations - are among the largest grain, wheat and foodstuffs importers globally
and therefore directly exposed to the ramifications of the ongoing war. According
to the latest trade data available, it can be estimated that in 2021 the five SEMED
countries accounted for 8.7 percent of global wheat imports. Egypt alone, often
the world’s largest wheatimporter, accounted for 5.2 percent of total global wheat
imports in 2021 (TDM, 2022).# Additionally, the global shock from to the war in
Ukraineis hitting some SEMED countries at atime when their economic prospects
are already bleak.

e Lebanon is experiencing one of the worst economic crises in the
country’s history. A September 2021 assessment of the United
Nations Economic and Social Commission for Western Asia found
that 82 percent of the population were living in multidimensional
poverty, almost double the 2019 number (UN-ESCWA, 2022).

» Tunisia, experiencing a long period of economic stagnation after the
revolution in late 2010 and early 2011, is projected to grow at 3
percentin 2022. This will not allow economic output to return to
pre-pandemic levels and will keep growth well below current global
projections of circa 3.2 percent (World Bank, 2022a).°

= Morocco is experiencing a severe drought, not only increasing
reliance on imported agricultural commodities for which prices
could further rise but also severely impeding the country’s economic
growth rate for 2022, forecast to be 1.1 percent, a significant drop
from 7.4 percent in 2021 (World Bank, 2022a).

10. Finally,inmany SEMED countries tourismisanimportantsectorofemployment
and source of foreign exchange earnings that would be helpful to finance rising
food (and energy) import bills. Crucially, however, the sector’s performance is
well below pre-pandemic levels and will also suffer from fewer Russian and
Ukrainian tourists.

4 These figures are based on data obtained from TDM (2022) and compi led from the reports
of 108 reporting countries using exports in quantities. Included are wheat (HS1001) and
wheat flour (HS1101), which is assumed to be produced from grain with an extraction rate
of 72 percent and converted back into wheat equivalent for this calculation. It should
be noted that due to varying country coverage, product definitions and cleaning
procedures applied to different trade databases, a country’s share of global imports of
any commodity can vary. For example, instead employing USDA (2022b) data covering
imports of wheat and wheat flour by country suggests that in 2020/21 the SEMED countries
accounted for about 11 percent of global wheat imports, with Egypt accounting for 6.2
percent of global imports.

5 0On 18 April 2022, the World Bank reduced its global growth projection for 2022 from 4.1
percent to 3.2 percent, citing the war in Ukraine as reason (Reuters, 2022b).
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Chapter 2

Reliance of the Southern
and Eastern Mediterranean
(SEMED) countries on
global food markets:

a general assessment

11. Imports account for a sizeable share of total domestic availability of
calories in all SEMED countries, rendering them vulnerable to shocks in
global food availability and prices. SEMED countries are net importers of
calories (Figure 3). Import dependency ratios — defined as the ratio of net
imports of calories to domestic production plus net imports — range from
aconsiderable 0.37 (Morocco) to astaggering 0.84 (Jordan).® This suggests
that shocks to global production volumes and food prices matter
considerably for food security and nutrition in these countries.

6 Import dependency ratios are computed based on FAO food balance sheets (FBS) and
reflect the contribution of imports to the number of calories available in each SEMED
country that could theoretically be consumed by humans. To reflect that different
agrifood items vary greatly with respect to their caloric content, all production and
trade data used in the calculation of this metric are converted into calories using
conversion factors provided in the FAO’s FBS. When interpreting this indicator, itis
critical to emphasize that not all imported, or domestically produced agrifood items
will end up as “food” for humans. For example, maize may first be processed (milled),
used as animal feed, stocked for later use, or simply end up as food waste/loss. It is
therefore appropriate to speak of “availability” of calories rather than “food” or even
“food consumption”. An import dependency ratio of “one” implies total dependency on
imports, while a negative ratio indicates that a country is a net exporter of calories.



12. Dependence on imported dietary energy comes with considerable
prevalence of undernourishment. Two countries in the group, Jordan and
Lebanon, have high import dependency ratios, while also revealing Average
Dietary Energy Supply Adequacies (ADESASs) of close to or below 1.2. This
suggests aggregate supply of food in calorie terms is only about 20 percent
above these countries’ requirements, leaving little buffer for shocks affecting
importsordomestic production.’Inline withfood supply beingonly moderately
aboverequirements, these countriesalsoshowhighratesofundernourishment
(9.5 percentand 9.3 percent over 2018-20, respectively).® Tunisia, Egypt and
Morocco have lower import dependency ratios, higher ADESAs, and lower if
still substantial rates of undernourishment, especially populous Egypt with a
prevalence of undernourishment of 5.4 percent of the population.®

Figure 3
SEMED countries” reliance on imports for domestic availability of calories

NOTES: Employing the most recent data available for different variables, import dependency
ratios are computed as 2017-19 averages, while all other indicators reflect 2018-20 averages.
Import dependency ratio = (imports - exports) / (domestic production + imports - exports),

in calories.

SOURCE: FAOStat. 2022a. Food balance sheets. https://www.fao.org/faostat/en/#data/FBS, and: FAOStat.
2022b. Suite of food security indicators. https://www.fao.org/faostat/en/#data/FsS.

7 The ADESA expresses the Dietary Energy Supply (DES) of a country as a percentage of the
Average Dietary Energy Requirement (ADER). Each country”s average supply of calories
for food consumption is normalized by the estimated average dietary energy requirement
to provide an index of the adequacy of the food supply in caloric terms. Ratios well
above one indicate an average supply of food that is sufficient for requirements while
ratios close to one are problematic.

8 Prevalence of undernourishment corresponds to the probability that a randomly drawn
individual from a population consumes insufficient calories for an active and healthy
life. See: FAOStat. 2022b. Suite of food security indicators. https://www.fao.org/
faostat/en/#data/FS.

9 Higher availability of calories does not imply these countries are safe from shocks.
The share of the population living in moderate or severe food insecurity was 25.1
percent, 27.8 percent, and 28 percent in Tunisia, Egypt, and Morocco over 2018-20. See:
FAOStat. 2022b. Suite of food security indicators. https://www.fao.org/faostat/
en/#data/FS.
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13. Thecombination of highadequacy of dietary energy supply and simultaneously
high rates of undernourishment and malnutrition (for example in Egypt) show
that besides aggregate supply of food, other aspects of the domestic food system
impact on dietary outcomes. Sufficient aggregate supply of food does notimply
adequate consumption across the entire population and showcases the
importance of other agrifood system characteristics like access or affordability
(Tufts University, 2022). Additional factors constraining food consumption may
include high food loss or waste that reduce the number of calories eventually
consumed by persons. Again using Egypt as an example, most recently the
country was ranked seventh out of 181 geographic areas with respecttoincidence
of caloric losses at retail distribution level (FAOStat, 2022b).

14. Egypt stands out in terms of the number of people potentially impacted by
global food price surges. When interpreting undernourishment prevalence rates
in conjunction with import dependency ratios, it is important to consider that the
five SEMED countries differ considerably with respect to the size of their
populations and therefore the number of persons potentially impacted by global
shocks affecting imports. The latest estimated figures for the number of
undernourished was 5.4 million people in Egypt, compared to 1 million in Jordan,
0.6 millionin Lebanon, 1.5 millionin Morocco and 0.3 million in Tunisia (Figure 4).1°

Figure 4
Prevalence of undernourishment and number of undernourished in SEMED, 2018-20

NOTES: 2018-20 averages (latest available).

SOURCE: FAOStat. 2022b. Suite of food security indicators. https://www.fao.org/faostat/en/#data/FS.

10 See chapter six for simulation results on the impact of the war in Ukraine on the number
of undernourished persons in SEMED countries.
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Chapter 3

The importance of
food staples and trade
relationships a ected
by the war

15. SEMED countries show high dependency on wheat imports for domestic
availability and the commodity contributes significantly to food supply in these
countries. All SEMED countries are large net importers of wheat, with import
dependency ratios for this product ranging from 0.39 of total domestic availability
in Morocco, to near complete dependence onimportsinJordan (Table 1, Column
a). Net imports per capita are high and the share of this product group in
aggregate domestic food supply is sizeable in all countries, ranging from a share
of 34 percentinJordan to 45 percentin Tunisia.!*? A simultaneously high import
dependency ratio and a significant share of a product group in the aggregate
food supply of a country could be considered especially problematic, due to a
high degree of exposure to swings in global markets.

Product groups in Table 1 include the item itself as well as direct derivates. Wheat
and products, for example, includes wheat and wheat flour and bran, pasta, bread,
bulgur, pastries, starch, breakfast cereals, wafers, mixes and doughs as well as some
food preparations. A high import dependency ratio alone only means that much of the
product’s availability comes from imports but does not permit statements about the
size of imports or the role of a product in domestic food supply.

Whi le the next chapter also shows the role of the Russian Federation and Ukraine as
direct suppliers of these items to SEMED countries, it iscritical to note that high
import dependency ratios for these products are generally problematic in an
environment of rising prices. See also content on recent tender prices paid by the
Egyptian GASC in April 2022, presented in this note.
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Table 1

Key commodities: import dependency, net imports per capita and contribution to
food supply

(€Y

Wheat and products

(b)

Cereals and products
(excl. wheat)

Sunflower oil

()

Share of
Net Share of Net Share of .
Import . Import . Import Net imports product
imports product imports product )
dependency X dependency . dependency per group in
] per group in . per group in food . X
ratio K ratio i ratio capita/year food
(weights) CEiEY et LTy (weights) Y supply (weights) (kg) supply
year (kg) (calories) year (kg) (calories) (@S
Egypt 0.53 95 35% 041 87 29% 29 1%
Jordan - 102 34% 177 8% 6.1 6%
Lebanon 0.85 109 36% 117 5% 13.4 4%
Morocco 0.39 106 41% 0.55 77 17% 0.78 14 1%
Tunisia 0.59 150 45% 0.73 148 2% - 23 1%

NOTE: Import dependency ratio = (imports - exports) / (domestic production + imports - exports), per
product group, inweights.

Net imports per capita/year = (imports - exports) / population size, per product group, inweights.

Share of product in food supply = amount of a product group available as food for human consumption,
expressed as a share of aggregate domestic food supply (in calories). Supply of “Food” corresponds to the
product and its direct derivates available for human consumption after subtracting non-food uses of the
product, such as feed, losses, use as seed or further processing, from the total domestic supply quantity

(domestic production + imports - exports +/- stock variation).*®

SOURCE: FAOStat. 2022a. Food balance sheets. https://www.fao.org/faostat/en/#data/FBS.

13 Food supply or dietary energy supply should not be equated with food consumption since
this variable does not capture any information around access or availability of food
but is merely an indicator of food supply at national level. Food supply does also not
account for food losses at retail distribution level, plate waste, or other non-food
uses at individual or household level that decrease caloric intake. See for example:
INDDEX Project. 2018. Data4Diets: Building Blocks for Diet-related Food Security
Analysis. Tufts University, Boston, MA. https://inddex.nutrition.tufts.edu/
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16. Import dependency ratios for cereals and products (excluding wheat) are even
higher than for wheat and products. The direct contribution of these products
to food supply is comparatively smallin most SEMED countries that reveal a high
importdependency ratio for them (Table 1, Column b). However, netimports per
capita are sizable throughout and for three SEMED countries exceed those for
wheat and wheat products. Combined this suggests that the main use of these
cerealsis for purposes that only indirectly contribute to food supply, for example
in the form of feed for livestock. Crucially, increased feed costs are important
for nutritional objectives as well since, for example, poultry is a comparatively
affordable source of protein with a short production cycle **

17. Similarly, SEMED countries show high dependence on imported sunflower oil
and other cooking oils. While sunflower oil contributes very little to overall food
supply in the SEMED countries, all five countries source the bulk of domestic
availability of this commodity from abroad (Table 1, Column c). While the direct
contribution of sunflower oil to food supply in caloric terms is modest, the
productiswidely used asa cooking oil. Itis critical to point out that global supply-
side disruptions for sunflower oil have resulted in price increases for other
vegetable oils as well, highlighting the substitutability of different products.
Demand from SEMED countries for other cooking oils is therefore likely to
increase due to a reduction in the global supply of sunflower oil ** In fact, import
data show that other oils account for a large share in net imports of vegetable
oils by these countries, especially palm oil in Egypt and soybean oil in Morocco
(Figure 5). All SEMED countries are netimporters for each key type of vegetable
oil, except Tunisia which is one of the largest global exporters of olive oil.*
Domestic capacity to crush sunflower seed is negligible, and while there is some
capacity to crush soybeans (mostly in Egypt and Tunisia), the SEMED countries
are highly vulnerable to disruptions affecting vegetable oil imports.

In Egypt, maize imports are sizeable, and accounted for about 45 percent of cereal net
imports over 2017-19. Imported maize is mostly used as animal feed and these imported
grains not only provide dietary energy directly, but contribute significantly to
human consumption after use as animal feed.

See introduction to this report. The conflict could easily affect other vegetable oils
due to the substitution of different oils. To illustrate, following the beginning of
the war, in late February international palmoil price quotations rose sharply, along
with a sharp increase in quotations for sunflower oil from Argentina, the world’s
third largest exporter. See: FAO. 2022b. Information note: the importance of Ukraine
and the Russian Federation for global agricultural markets and the risks associated
with the current conflict. FAO, Rome. 25 March 2022. www.fao.org/3/ch9236en/
cb9236en.pdf. Additionally, on 28 April 2022, Indonesia surprisingly implemented an
export ban on palmoil, contributing to further price hikes.

Tunisiaexports olive oil mostly to high value markets like Spain, the United States of
America, ltaly or Canada.
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Figure 5
Net imports per capita of different vegetable oils, 2017-19 averages

NOTES: Other vegetable oils includes oils derived from olives, coconuts, cottonseed,

groundnuts, palm kernels, sesame seeds, maize, other oil crops, as well as rice bran oil,

rape and mustard seed oil, and maize germoil.

SOURCE: FAOStat. 2022a. Food balance sheets. https://www.fao.org/faostat/en/#data/FBS.

18. The Russian Federation and Ukraine are crucial suppliers of key agricultural
commodities affected by the war for four of the five SEMED countries. Figure 6
shows the 2021 shares of individual SEMED country imports directly sourced
fromthe Russian Federationand Ukraine for the three productgroups considered
above. For all three items, Ukraine and the Russian Federation directly supply
sizeable shares to four of the SEMED countries. With respect to wheatand wheat
flour, the Russian Federation and Ukraine combined accounted for more than
75 percent of totalimports of EQypt and Lebanon, close to 40 percentin Tunisia,
more than 30 percentin Jordan and around 20 percentin Morocco.”” The role of
the Russian Federation and Ukraine is even more pronounced for sunflower oil
where the two countries together accounted for around 72 percent of global
exports in 2021 (FAO, 2022b). Tunisia and Egypt source almost all their imports
of this product from the two countries, Lebanon more than 70 percentand Jordan
more than 50 percent. Last, with respect to cereals other than wheat Ukraine
and the Russian Federation are also important for Jordan, Tunisia, Egypt and
Lebanon as they source a sizeable share of theirimports directly from these two

countries, mostly barley and maize that are used as feed.

17 These figures do not account for derivates of wheat and wheat flour, which however are
not widely imported by SEMED countries. For example, over 2021, Egypt’s imports of
bread and pasta in trade values accounted for only 1.5 percent of the import value of
wheat and wheat flour, items which have much lower per unit value thereby further

diminishing the importance of these imports.

16 IMPLICATIONS OF THE WAR IN UKRAINE FOR AGRIFOOD TRADE AND FOOD SECURITY
IN THE SOUTHERN AND EASTERN MEDITERRANEAN



Figure 6
Key commodities — share of imports sourced directly from the
Russian Federation and Ukraine, 2021

NOTES: The data show the shares of imports within a product group sourced directly from the
Russian Federation (blue) and Ukraine (gold) per each SEMED country. Shares are computed on
the basis of trade values, and data for Tunisia and Lebanon are constructed from the reports
of trading partners. Wheat and wheat flour: HS4 1001 and HS4 1101. Sunflower oil: HS6 1512.11
and HS6 1512.19. Other cereals, excl. wheat: HS4 1002 - 1008. Figures for Lebanon and Tunisia
are likely to be overestimates: Since values for these countries had to be constructed from
trading partners” information, by default some global exporters for the three product groups
may not be included in the calculations, although these remaining countries will not account
for sizeable shares in global trade in wheat, sunflower oil, and other cereals.

SOURCE: Trade data taken from Trade Data Monitor. 2022. https://tradedatamonitor.com/

19. Contrary to the other SEMED countries, Morocco’'s immediate exposure to
supply disruptions from Ukraine or the Russian Federation, in terms of direct
supplier relationships, is relatively small. Morocco’s three-year average import
dependency ratio for wheat and wheat products is around 0.39 (see Table 1),
and the Russian Federation and Ukraine combined only accounted for about
20 percent of wheat and wheat flour imports by this country in 2021. Similarly,
while Morocco’s import dependency ratio for cereals other than wheat is
comparatively high at 0.55, again the Russian Federation and Ukraine only
accounted for a fraction of imported grains in this category in 2021 (less than
4 percent). Morocco sources sunflower oil predominantly from France, Bulgaria,
and Spain. While this suggests the current conflict will notimmediately impact
on Morocco through disrupted direct supplier relationships, global food price
surges will still affect sourcing from other countries.

20. Regarding wheat products, SEMED countries mostly import wheat grain
rather than flour. From 2021 trade data, flour accounted for less than 1 percent of
total wheat and wheat flour imports in all five countries, although some also
import small amounts of other wheat derivatives such as baked goods. It is
important to note that imported wheat grain also matters for SEMED export
performance. For example, Egypt and Jordan mill wheat domestically before
exporting flour to other countries in the Near East and North Africa region and
sub-Saharan Africa. In reaction to the crisis, Egypt already banned exports of
wheat and wheat flour (see chapter five on policy responses in this note).
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21. Anetwork analysis of global trade networks for wheat and sunflower oil further
illustrates the importance of the Russian Federation and Ukraine as global
suppliers. Global agrifood networks have become increasingly interconnected
(Puma et al., 2015; Fair et al., 2017; Grassia et al., 2022). Because of this high
level of connectivity, global trade may be vulnerable to disruptions in a major
exporting economy.

22.In addition to the overall vulnerability of a trade network, analysing individual
countries’ vulnerability to disruptionsis important as they are likely to be country-
specific. Specifically, a country’s exposure to trade risks depends on whether
the economyisanetimporter or netexporter, the number ofits trading partners,
the export (import) concentration between trading partners, and the respective
roles of the country’s trading partners in the global food network.

23. A country is directly affected by external shocks when it is highly integrated
into global markets, although this also means it can easily source imports from
the global market to cope with unexpected declines in domestic production. The
other way around, when a critical shock to a strategic commodity affects a key
exporting country, it influences the global supply and will have repercussions
for most countries.

The global trade networks for wheat (left) and sunflower oil (right), 2019-21

NOTES: Only trade flows greater than the average bilateral trade over 2019-21 are plotted in
the network representation (USD 10 million for wheat, and USD 3 million for sunflower).
Country labels are iso3 codes. The size of the circle for each country is proportional to the

country’s

participation in the international market (sum of total exports and imports).

Different colours correspond to different groups of countries (right legend). Product
identification in line with the HS system as defined in Figure 6.

SOURCE: Trade data taken from Trade Data Monitor. 2022. https://tradedatamonitor.com/
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24.The Russian Federation and Ukraine are central players in global trade
networks for wheat and sunflower oil, affecting their stability. Using average
bilateral trade flows between countries over 2019-21, Figure 7 displays the global
wheat (panel a) and sunflower oil (panel b) trade network. Every country is
represented by circles. The size of the circle is proportional to the country’s
participation in the international market (sum of total exports and imports). The
graphillustrates that the stability of global wheat trade depends on a very limited
number of countries including the Russian Federation and Ukraine. Any
disruption affecting these countries will affect most other countries worldwide.
Similarly, Ukraine and the Russian Federation are central to the international
trade network for sunflower oil (panel b).

25. To test the vulnerability of the global trade networks for wheat, sunflower oil,
as well as other cereals (excluding wheat and rice) to the impacts of the war in
Ukraine, four different scenarios were studied. These scenarios considered the
impacts of reduced or no exports at all from the Russian Federation and/or
Ukraine due to the war. To test vulnerability of global trade networks to such
disruptions, consecutively Ukraine (scenario 1), the Russian Federation (scenario
2), or both Ukraine and the Russian Federation (scenario 3) were dropped entirely
as participating countries in the international trade networks. Scenario 4
considered the effect of cutting their joint participation by half.

26. Next, the network clustering coefficient’® for the entire network and for each
country were computed to test for vulnerability. The tendency of a country or
network to cluster is animportantindicator of resilience, since amore clustered/
interconnected network is better placed to absorb or dampen the ramifications
of a trade shock (Grassia et al., 2022). To consider the impact of each scenario
on vulnerability, the percentage change in the clustering coefficient as an
indirect measure of vulnerability was computed. A negative change to the
clustering coefficient is evidence of vulnerability, while a positive change shows
that the country or the network is resilient to the simulated shocks (see Figure
8 and Figure 9). Key results from this analysis can be summarized as follows.*°

The clustering coefficient is a network indicator that measures the tendency of
countries (nodes) to form triangle-like connections between them. The more triangular
relationships a country has with its partners, the higher its clustering coefficient
will be. For more technical details see the following publication: Opsahl and
Panzarasa, 2009. Clustering in weighted networks. London. Queen Mary University of
London. https://www.researchgate.net/publication/222845920_Clustering_in_
Weighted_Networks

It is important to highlight that these results only take into account historic trade
values (averages over 2019-2021), and not (for example) the financial means of a
country to import commodities from different and potential ly more expensive origins
or the impact of supply side disruptions in Ukraine/the Russian Federation on the
aggregate global availability of commodities.
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 Sunflower oil trade would be the most affected if Ukraine stopped
exporting this product. Figure 8 shows the resilience of the entire
sunflower oil network would decrease by around 14 percent if
Ukraine was completely unable to trade this product due to the war.
Wheat trade and trade in other cereals would be adversely affected
by the removal of Ukraine, but to a smaller extent.

» Areduction in exports from Ukraine and the Russian Federation by
half would have a smaller impact on trade in selected commodities.
Compared to other scenarios, a reduction of the joint participation of
Ukraine and the Russian Federation leads to the smallest decrease
in the clustering coefficient.

< Mirroring import shares presented in Figure 6, Lebanon is the most
vulnerable country to a disruption from Ukraine. All SEMED
countries would be negatively affected if for any reason Ukraine
could not export wheat. Morocco is the least vulnerable in this
scenario, again in line with observed import shares from the Russian
Federation and Ukraine presented in Figure 6.

- A wheat trade shock from the Russian Federation would adversely
impact mainly Egypt and Lebanon. Unlike a shock from Ukraine, a
shock from the Russian Federation would negatively affect all
SEMED countries except Jordan, which does not seem to rely heavily
on the Russian Federation for wheat imports, based on historic trade
flows.

« Egypt would be the most affected country if either Ukraine or the
Russian Federation was not able to export sunflower oil assuming
limited options for replacement with other oil imports or local
processing. Jordan and Tunisia are the other most affected
countries by sunflower trade shocks from Ukraine and/or the
Russian Federation.

 For other cereals (except wheat and rice), Jordan, Lebanon, and
Tunisia are the most vulnerable countries to a disruption in Ukraine
and/or the Russian Federation.

* Morocco seems to be the least vulnerable among SEMED countries
to disruptions from the two countries, again on the basis of historic
trade flows.
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Figure 8

Global network vulnerability to trade disruption from Ukraine and the Russian
Federation

NOTES: See text for the definitions of the different scenarios. Depicted are percentage
changes of the clustering coefficient as an indicator of vulnerability.

SOURCE: Trade data taken from Trade Data Monitor. 2022. https://tradedatamonitor.com/
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Figure 9
Countries” vulnerability to trade disrupt ine and the Russian
Federation

NOTES: See text for the definitions of the different scenarios. Depicted are percentage
changes of the clustering coefficient as an indicator of vulnerability.

SOURCE: Trade data taken from Trade Data Monitor. 2022. https://tradedatamonitor.com/
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Chapter 4

The risks and challenges of

rising food import bills

27.Food import bills per capita in the SEMED group are high in comparison to
relevant benchmarks and their composition is tilted towards agrifood items for
which prices have recently reached all-time highs.?° Figure 10 shows gross food
import bills per capita (in current USD) for each SEMED country and each of the
three major commodity groups directly affected by the war. The right y-axis
presents the share of three product groups for which prices have recently reached
record highs in countries’ food import bills. Mirroring high import dependencies
detailed in the previous chapter, food importbills are high in the SEMED countries
compared to relevant benchmarks. For example, Jordan’s food import bill of
USD 331 per capita in 2021 corresponds to about 3 percent of gross domestic
product (GDP) per capita in the same year (USD 10 930). In comparison, for
highincome countries the same share can be approximated as below 2 percent,
e.g.1.93 percentin Germany, 1.91 percentin France or 1.79 percent in the United
Kingdom of Great Britain and Northern Ireland.?* A second important insight
from this illustration is that for all SEMED countries product groups affected
by the current crisis make up around or substantially more than 50 percent of
their gross food import bills. In the case of Egypt, 72 percent of the per capita
food importbillis spent on product groups whose prices have recently reached
all-time highs, and that were already at elevated levels in 2021.

This chapter focuses on food imports. Stocks and crop prospects in SEMED are discussed
in the next chapter.

Data on gross food import bills per capita are from FAO (2022j), and data on gross
domestic product (GDP) per capita are taken from the International Monetary Fund (IMF,
2022a), using purchasing power parity (PPP) adjusted values at current prices in 2021
to facilitate cross-country comparison. The finding that gross food import bills are
higher in SEMED than in high-income countries does not hold for all cases: Some
high-income countries have high ratios of food import bills to GDP per capita.
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Chapter 5

Recent agricultural and
trade policy developments
iIn the SEMED countries

This chapter has three sections. Section one provides a brief characterization
of SEMED countries’ general agrifood trade policy profiles with a focus on
import regimes. Section two presents a stocktaking exercise with respect to
preparedness of SEMED countries to manage emerging supply side risks and
price hikes, which covers crop prospects and current food stocks in SEMED
countries, as well as imports over the first three months of 2022. The final
section provides a country by country overview of government responses
being discussed or already enacted in response to the implications of the war
in Ukraine.

51FOOD IMPORT POLICY IN SEMED COUNTRIES:
THE SPECIAL ROLE OF GOVERNMENTS

37.Due to their critical importance to food security, the governments of Egypt,
Jordan, Tunisia, Lebanon, and Morocco all import wheat and other grains from
abroad through public tenders and specialized agencies. In Egypt the General
Authority for Supply of Commaodities (GASC), under the Ministry of Supply and
Internal Trade, is in charge of grain procurement. In Jordan, the Ministry of
Industry, Trade and Supply issues public tenders to import wheat and other
cereals. In Morocco, the relevant authority issuing public tenders for imports of
wheat and other grains is the Moroccan Grains Agency (Office National
Interprofessionnel des Céréales et des Légumineuses (ONICL)). In Tunisia, the
Cereals Board (Office des Céréales) under supervision of the Ministry in Charge
of Agriculture, Water Resources and Fisheries is a public entity primarily tasked
with the marketing of wheat, and in charge of issuing public tenders for the
procurement (domestic and international) of wheat and other cereals (Office des
Céréales, Republique Tunisienne, 2022).28 Bids for public import tenders usually
have to satisfy specific rules concerning the quality of imported grain (e.g.
moisture or protein content), approved origins and payment terms.

28 Lebanon is not a WTO member, and hence no WTO Trade Policy Review is available.












45. More recently, the European Union has requested dispute settlement
consultations at the World Trade Organization (WTO) with Egypt, due to the
country’s compulsory import registration requirements. The European Union
considers these requirements incompatible with WTO rules as they place import
restrictions on avast number of both agricultural and non-agricultural products.
According to the European Commission, exports of targeted goods from the
European Union to Egypt fell by 40 percent since the implementation of these
restrictions in 2016 (European Commission, 2022). It should be noted, however,
that according to the most recent trade data available, overall agrifood imports
by Egypt from the European Union increased substantially over past years, from
USD 3.7 million in 2018 to USD 21.6 million in 2021 (TDM, 2022).

46. Generally less import-dependent Morocco has a policy of periodically
reviewing and revising its tariffs on imported wheat (and other commodities) to
match local supply and demand in parallel with the harvest seasons. As shown
in Table 2, Morocco applies high tariffs on wheat and wheat flour. As presented
in Table 1 of thisreport Morocco'simport dependency ratio for wheatand products
was 0.39 on average over 2017-19, and high annual tariffs reflect the country’s
policy of periodically reviewing and revising import tariffs on wheat (and some
other items like beans, lentils or chickpeas) to match domestic supply and
demand in parallel with the harvest seasons. Duties are highest at harvest time
and reduced following the harvest. On 1 November 2021, just three months before
the current crisis, Morocco eliminated high import tariffs of 170 percent ad
valorem for durum wheat and derivates and 135 percent ad valorem for soft wheat
and derivates (Global Trade Alert, 2022a; World Trade Organization, 2015b).

5.2 MANAGING RISING GLOBAL FOOD PRICES: CROP PROSPECTS,
IMPORTS, AND FOOD STOCKS IN SEMED COUNTRIES

47. Towards the end of 2021, year on year food price inflation remained relatively
low across the SEMED countries — compared to the massive increase in global
food prices in 2021 — but distinct differences across the five countries exist.
Relative to 2020, the global FAO Food Price Index increased from 98.1 points to
125.7 points in 2021 (FAO, 2022c). Compared to this, in Egypt, the annual food
inflation rate was volatile and increased from roughly 1 percentin the first quarter
of 2021 to close to 12 percent in October, before falling again to 8.4 percent in
December 2021. In Morocco, annual food inflation rose to 4.5 percentin December
2021, the highestin six years. In Tunisia, food price inflation varied between 7 and
8 percent in the second half of 2021 (FAO, 2022h). According to data from the
Lebanese Central Administration for Statistics, the consumer price index (CPI)
for food and beverages increased by more than a staggering 410 percent between
January and December 2021 (CAS, 2022), which can be attributed to the country’s
ongoing economic crisis. In 2021, Lebanon’'s inflation was the third highest
globally, after Venezuela and Sudan (World Bank, 2022a). Overall, due to existing
subsidies on selected food items, global food price increases in 2021 did not
seem to have affected food prices in the countries of the Near East and North
Africa as much, and food price inflation in the region is generally driven by non-
subsidized items like meat, dairy or fruits and vegetables (FAO, 2022h).

RECENT AGRICULTURAL AND TRADE POLICY DEVELOPMENTS IN THE SEMED COUNTRIES
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Egypt

55. Mirroring surging international prices and rising transport costs, the price
Egypt's General Authority for Supply of Commodities (GASC) paid forimported
wheat reached almost USD 500 per tonne in the last tender from 13 April 2022.
Inthe last tender for which data are available, GASC purchased most of its wheat
from France (240 000 of 350 000 tonnes) at a cost of USD 494.25 per tonne
(including freight costs). For comparison, during the first tender of 2022 (issued
on 28 January), the price GASC paid for imported wheat was around USD 360
per tonne, including freight (El Gammal, 2022).

5.3 GOVERNMENT POLICY: RESPONSES TO FOOD INSECURITY
THREATS AND RISING PRICES TO DATE

56. The Minister of Supply and Internal Trade stated that he expects Egyptian
farmers to increase their wheat supply to the government during the season
(mid-April to mid-July) to a total of 5.5 million tonnes, an increase by 2 million
tonnes compared to the previous year's season (1 March 2022) (Ahram Online,
2022b). According to news reports, Prime Minister Mostafa Madbouly also issued
instructions to increase the number of wheat collection points and ease
procedures for small-scale farmers to deliver wheat to government buyers. The
Minister of Agriculture and Land Reclamation is expecting that local farmers will
be able supply 6 million tonnes during the 2022 harvest to the Ministry of Supply
and Internal Trade (Almal News, 2022).

57. The Minister of Finance stated that wheat reserves would cover eight months
of domestic market needs once the harvestis delivered and that the government
will import wheat from global suppliers other than the Russian Federation and
Ukraine due to the current situation (8 March 2022) (Ahram Online, 2022b). At
the time of the outbreak of the war in Ukraine on 24 February 2022, the
government stated it had four million tonnes of wheat stored in its warehouses
(Middle East Eye, 2022).

58. The Ministry of Trade and Industry issued a three-month export ban on a
number of food items including wheat and flour of all kinds, lentils, cooking oils,
maize/corn, fava beans, and pasta (10 March 2022) (The National News, 2022).
Egypt imports wheat grain from the Russian Federation and Ukraine, mills it into
wheat flour and exports it further to other countries in the region as well as sub-
Saharan Africa.

59. Inline with plans to source increased quantities of wheat domestically for the
state-run food programme, the Minister of Supply and Internal Trade issued a
decree that regulates the sale of wheat by local farmers to government owned
entities instead of the private sector (16 March 2022). Farmers are required to
sell part of their 2022 harvest to specific government-owned entities, with non-
compliersfacinglegal consequences. The governmentalso announcedincentives
such as subsidized fertilizers (Middle East Eye, 2022).
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Chapter 6

Possible impacts of the
war in Ukraine on food
prices and hunger

78. To explore the possible impacts of a significantly reduced participation of the
Russian Federation and Ukraine in global agrifood markets, simulations were
conducted using the FAO-OECD Aglink-Cosimo model.*° Simulations for the
potential impacts of reduced Ukrainian and Russian exports on the global
prices of individual commodities, food overall, as well as undernourishment
numbers in different countries were conducted for two scenarios

» Moderate shock scenario. Under this scenario it was assumed that
wheat and maize exports from the Russian Federation and Ukraine
would fall by 10 million metric tonnes each per year, while their
exports of barley, oats, rye, and sorghum would be reduced by 2.5
million tonnes, and oilseed exports by 1.5 million tonnes per year.

» Severe shock scenario. Under this scenario it was assumed that
combined Russian and Ukrainian exports of wheat and maize would
be reduced by 25 million tonnes per year, exports of other grains
would fall by 5 million tonnes annually and oilseed exports would be
reduced by 3 million tonnes.

40 Note that the scenarios of these simulations were based on information available in

late February 2022. For more details on the FAO-OECD Agl ink-Cosimo model see: OECD-
FAO, 2015. Aglink-Cosimo Model Documentation. OECD-FAO. https://www.agri-outlook.
org/documents/Agl ink-Cosimo-model-documentation-2015.pdf. This chapter is based on
work First presented in FAO. 2022b. Information note: the importance of Ukraine and
the Russian Federation for global agricultural markets and the risks associated with
the current conflict. FAO, Rome. 25 March 2022. www.fao.org/3/ch9236en/ch9236en.pdf.
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Chapter 7
Policy recommendations

87. The current crisis started when global prices for food, but also fertilizer and
fuel, had reached record highs. Generally, when formulating policy responses
to the unfolding situation, SEMED and other governments should strive to
adhere to a set of overarching principles:
» keep trade in fuel, food, and fertilizer open;
» avoid ad hoc policy changes such as introducing export bans or
import subsidies; and
» develop and commit to long-term and comprehensive national food
security strategies.

Onaglobal level greater market transparency, dialogue and information sharing
are important, including through initiatives like the G-20 Agricultural Market
Information System (AMIS),to coordinate policy actions. Againstthe background
of astrong dependence of SEMED countries onimported food —and especially
on commodities for which global prices have been at record highs since March
2022 —the following short- and long-term policy recommendations are made.

Short-term policy recommendations

88. Mobilize funding for rising food import bills, for example by engaging the
international community on establishing a Food Import Financing Facility. All
SEMED countries are netfood importers and SEMED food import bills are tilted
towards product groups whose prices have recently hit record highs.** These
bills are also high as a share of merchandise export earnings and factoring in
imports of other essential non-food items, all SEMED countries run trade
deficits. This makes it a challenge to finance future food import bills from a
balance of payments perspective. AFood Import Financing Facility as proposed

Morocco, generally the least import dependent country in the SEMED group, is facing a
severe drought, increasing the country’s import requirements. Highly food import-
dependent Lebanon is already experiencing a full economic crisis along with a severely
depreciated exchange rate limiting the country’s ability to import food. Some
countries (Lebanon, Tunisia) are already negotiating with the World Bank or the IMF
for aid programmes, which in the case of Lebanon was recently concluded and is focused
on food security.
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