RESPONSE OF LIBERIA

TO

GLOBAL FOOD PRICE INCREASES 

	SUMMARY

Global increases in food prices is threatening food security and undermining economic recovery. Progress in restoring peace and security could be undermined if the availability, accessibility and proper utilization of food are constrained. A strategic response is required that maintains household’s ability to meet requisite food needs and that promotes national production.

A concerted Government response is strongly recommended to complement actions already taken by President Sirleaf. A comprehensive strategy requires action on three fronts:

· To mitigate, as far as possible, domestic price rises and ensure consistent supply;

· To maintain access to food by vulnerable populations; and

· To promote rapid  domestic food production


BACKGROUND

Liberia is still a food insecure country. Recent increases in global food prices present both threats and opportunities to Liberia. These trends are expected to continue into the medium term, are not a passing phase and hence demand a strategic response from Government:

· Opportunities include the increasing demand for bio-fuels which presents major opportunities in the oil palm sector that could increase revenues under existing and future concession agreements; and benefits that could accrue to the rubber sector from the overall boom in commodity prices.

· Threats reflect the dependence of Liberia on imported food especially rice and the vulnerable position of most Liberians to food price rises. 

This Response focuses on the latter, and sets forth the strategic direction that the Government and people of Liberia will take to mitigate these threats.
RECENT TRENDS AND PROJECTED ECONOMIC IMPACTS

Rising International Commodity Price

While Liberia is not well integrated in world food markets, it also is not immune from world trends. The index of world food prices has increased 26% over the last three years (to end-2007). Palm oil and wheat prices have increased 55% and 53% respectively over this period. There are a number of causes including booming demand in countries like India and China, as well as strong demand for bio-fuels. Production costs are also increasing with the rapid increase in fuels costs in particular (Figure 1). High commodity prices are expected to continue into the future (Table 1).

Increasing Domestic Food Prices

Recent increases in world food prices are reflected in domestic prices: the consumer price index (CPI) has increased 14% over the period January 2007 – January 2008. The cost of the food basket for a typical household has increased by almost one-quarter over the period. These price rises reduce household’s real income. Food remains a major component of household expenditure. Over half of urban incomes are spent on food. Most rural households engage in subsistence food production where prices matter less but they also spend two-thirds of any cash they earn on food. Without commensurate increases in wages and other sources of incomes, even small increases in food prices have a large negative impact on the purchasing power of households.

Rice remains the single most important food commodity. Whereas Liberia used to be self-sufficient, it now imports at least 50% of estimated national consumption. Food imports are expected to cost over US$100 million – a major drain to foreign exchange earnings. Rice consumption provides about 28% of dietary needs and purchases account for 25% of expenditure of urban households and 17% for rural households. Imported rice (mainly butter rice variety) is consumed by 85% of households. However, imported rice is more important compared to local rice among urban consumers and among less poor households (Table 2) and hence measures to reduce prices in imported rice will have important distributional impacts that may not necessarily favor the poorest among Liberia’s population. Nevertheless, simulations illustrate the important potential for price rises to retard poverty reduction: it is estimated that a 20% increase in rice prices will increase headcount poverty rates from current levels of 63.8% to 67.7% – an increase of 4 percent.
Other crops of importance are cassava and cassava products and palm oil which account for 23% and 15% respectively of dietary needs. Surging demand for palm oil for bio-fuels will continue to put upward pressure on prices to the benefit of Liberia’s producers – which include small-holders. Cassava prices are less likely to rise as significantly since they are less influenced by global factors. For instance, in Ghana fresh cassava prices increased only 2% from August 2007 – January 2008 compared to a 14% in imported rice prices. 

KEY ELEMENTS OF A STRATEGIC RESPONSE

Presidential Leadership

Thanks to the leadership of President Sirleaf, several actions have already been taken by Government:

1. The $2.10 consumer tax on a 100 pound bag of imported rice has been eliminated;

2. An ad-hoc commission was established to review causes of commodity prices  increases and make appropriate recommendations;

3. Tariffs on agricultural equipment, materials and supplies have been removed through the end of 2008;

4. $750,000 was made available from the rice stabilization fund to purchase and distribute seed rice to farmers and to buy paddy rice and mill same for sale;

5. A nation wide address by the President called attention to rising food prices and Liberians were urged to return to the soil;

6. Partners were engaged in an effort to tap into resources made available by friendly governments and international organizations to meet the immediate and long-term challenges of the global food prices;

7. National consultations with rice importers and political and business leaders have been held in a bid to solicit input into a national response;

8. Plans have been made for a massive sensitization program; and

9. The fiscal year 2007/2008 budget for the Ministry of Agriculture has been almost doubled to facilitate acceleration of poverty reduction strategy – related food and agriculture priority interventions.

The Government now needs to address the following challenges as an urgent priority and as part:

· To mitigate the pass-through from international price rises to domestic prices;

· To cushion the negative effects of rising prices on food consumers by finding ways to maintain their purchasing power and/ or ensuring sufficient access to food  by vulnerable groups who will be the first and most affected; and

· To promote a rapid supply response from Liberian farmers

The first two interventions are immediate or short term responses while the third is medium and long term.  These are described in turn.

Strategic Priority 1: Mitigating Domestic Price Increases and Ensuring Consistent Supply

While Liberia cannot affect world prices of imported commodities, measures can be taken to reduce prevailing market prices. Measures are also needed to build confidence in continued availability of sufficient import volumes to reduce risk and deter disruptive behavior such as localized hoarding. Such measures would include the following:

· Removing the import tax on rice imports. Until a few months ago, Government imposed a tax of US$2.10 per bag of imported rice. Budget projections for FY2008 anticipated revenues of US$7.5 million, with current collection of US$5.6 million. Removing this tax and ensuring complete pass-through to consumer prices has partially off-set the increase in import prices at a cost of about US$2 million in foregone revenues in the current fiscal year and is expected to be over US$8.4 million in FY2008/09. Continuing this policy response will  only partially off-set rice price rises because the world prices have increased by US$$64 per tonne since the third quarter of 2007 to US$362 per tonne in January 2008, a rise of about US$3 per 50kg bag. 

· Ensuring adequate import volumes. Ensuring predictable and adequate availability of rice (and other foods) is essential if local market interruptions are to be avoided. Liberia is typified by fragmented markets, limited competition and the threat of market disruptions – in such a context perceptions of stakeholders matter since some behaviors can be self-fulfilling. Current stocks are estimated at about 83,000 tonnes – sufficient for consumption through August 2008. There are no confirmed shipments beyond this date. Government should seek to improve the regular import of rice perhaps by encouraging competition and widening the number of traders able to access Import Permit Declarations (IPDs). Nevertheless, policy responses of major rice producing countries is squeezing supply and recent efforts by neighboring countries to secure contracts have failed (e.g. Senegal) although there may be merit in adopting a regional approach. Therefore Government should pursue long-term supply agreements with friendly Governments to guarantee at least a minimum quantity of butter rice at a price not to exceed a maximum price as defined in the agreement. Actual transactions under the agreement would be handled by regular importers of Liberia and the usual dealer in Geneva, thereby obviating the need for special shipping arrangements while simultaneously providing confidence to Liberia’s importers in their sources of supply.

· Other possible interventions

· elimination or reduction of tariffs

· tightening of border controls to minimize leakages

· importation of foods, other than rice, from surplus producers in the region

There are some other interventions, which Government should not pursue:

· The direct control of prices. While these have the attractive quality of being put in place quickly, they have a number of negative aspects: they can send trade underground beyond the control of the Government and outside the formal economy (with implications for instance for tax revenues); such measures encourage corruption and; they are difficult to enforce without an extensive regulatory network (lacking in Liberia). More significantly, controlled prices result in trading losses and deter traders who will simply cease to carry the goods to organized markets, resulting in widespread shortages of critical foods.

Strategic Priority 2: Maintaining Access to Food among Vulnerable Households

Households unable to produce sufficient food will require assistance to ensure continued food security and maintain health and well-being. This can take the form of additional employment opportunities to supplement existing sources of income and/ or the direct provision of food. Additional employment opportunities could ‘pay’ in cash or in kind, under schemes such as food-for-work. Direct food assistance should seek to maintain the transition away from humanitarian relief and should be integrated with development objectives under conditional feeding programs. Government is seeking to bring together all food assistance programs under a single Government umbrella by 2009. In the interim, however Government should be open to support through existing mechanisms.

· Food assistance for refugees and internally displaced persons (IDPs). Liberia is expected to resettle about 30,000 refugees as well as continue to support IDPs. Government will continue to pursue opportunities for assistance under inter alia the PL 480 Food Program with the United States, the UN’s Food for Progress program and the EU Emergency Program.

· WFP’s recovery assistance program is currently focused on the rural poor. The second year of this program which includes school feeding, nutrition interventions and food for work is unfunded. Total requirement is estimated at $33M.
· Expansion of the school feeding program, nutritional intervention and food for work. Scaling up of the therapeutic and supplemental feeding programs for 10,000 acutely malnourished children and 19,000 pregnant and lactating women, with a focus on urban growth centers and counties in the south east will cost an estimated $ 7M.  To reintroduce the school feeding program for 200,000 children in Monrovia for the 2008/09 school year will cost $ 9M.

· Developing a food-for-work or cash-for-work program with the WFP, FAO World Bank, UNMIL, UNDP, etc for vulnerable groups such as the youth.  .

· Access to commodity monetization programs (USA, Japan, etc.)

· Results of Presidential Consultations

Strategic Priority 3: Promoting Increases in Domestic Production

Increasing domestic food production is consistent with existing Government objectives enshrined in the Poverty Reduction Strategy (PRS) and the draft Agriculture Sector Strategy recently produced by the Minister of Agriculture – albeit now with increasing urgency in the current climate. The measures proposed below seek to harness existing producers to foster a quick but modest increase in production whilst at the same time support new production modalities that will result in significant improvements in the national food balance. 

· Expanding production amongst existing small-holders. According to the latest Core Welfare Indicator Questionnaire (CWIQ) of the 69% of Liberians who reside in rural areas, three-quarters are engaged in food crop farming, almost of all of which on their own farms. Therefore, encouraging a supply response among these existing farmers can increase their own production and consumption. To the extent that this adds to the aggregate marketed surplus, this can reduce the food import bill. There are ‘quick wins’ available by concentrating on existing farmers – for instance, improved access to inputs has increased yields and doubled national rice production to 144,000 tonnes over 2005 – 2007. Yields of about 0.8 tonnes per hectare remain far below those possible and more could be done to close this yield gap. Providing key inputs such as quality seed would deliver an immediate productivity boost – in the case of rice, for instance, only 14% of households report using improved seeds. Similarly 78% of farmers report pests as having a significant impact on yields and opportunities for improved pest management will be critical.

· Supporting increased marketable surplus with post-harvest interventions. Farmers suffer significant loss of produce after harvesting with 90% of farmers reporting losses due to rodents, and traditional technology lower efficiencies in primary processing (for instance, rice milling). More generally, access to post-harvest technologies including basic processing technology as well as secure storage is scarce. In addition, agricultural marketing is characterized by major inefficiencies associated with high transport costs, market manipulation associated with disproportionate bargaining power and high costs of information. Reducing these costs can increase efficiencies with some of these passed on to consumers through lower prices without reducing farmers’ incomes. Necessary interventions to strengthen agricultural value chains are ongoing through existing programs and are a major pillar of the Agricultural Strategy and PRS.

· Expanding small-holder production into new production. There is sufficient area for farmers to expand farm size in many parts of Liberia, and a medium-term objective is to encourage production increases by expanding cultivated area. This should not encroach on forested areas, and Government is cognizant of the potential negative impacts in swidden (slash and burn) agricultural systems. Nevertheless, there are large areas – in particular swamplands – into which crop production could expand. Experience of swamp development projects shows this is difficult and requires significant up-front investments and commitments from farmers; as such it may be more suitable for commercial farming. Similarly, with agriculture essentially constrained to rain-fed systems, there is scope for dry-season farming in particular of vegetables for the urban markets. This will increase the availability of locally produced food and provide new sources of incomes for farmers.

· Encouraging large-scale farming through an appropriate policy environment. Liberia has abundant agricultural land that is amenable to large-scale commercial operation. Government will encourage private investment in crop production where appropriate. This will require continued improvements in the enabling environment particularly land issues. However, impacts are unlikely in the immediate term. (Government will seek innovative synergies for example by engaging public works interventions in land clearance as part of commercial investments.)

· Results of Presidential Consultations 
Implementing these programs will be a challenge. Government should not assume the capacity to reach beneficiaries – state institutions remain fragile despite on-going efforts to restore capacity. Moreover, existing reach of support services is limited, with only 19% of households benefiting from support services according to a recent survey. At the same time, there is an extremely limited network of private agro-input dealers, and innovative solutions will be required to ensure increased input use. These should not deter the evolution of a private sector input market as far as possible –public-private partnerships will be a focus of Government’s efforts.

Similarly, the extremely limited purchasing power of farmers combined with the inability to access credit argues strongly for assistance to beneficiaries on highly concessional terms. Given that short-term impacts are imperative, there is a strong prima facie case for highly subsidized interventions.

Any interventions that require significant changes in agricultural practices will yield results only in the medium term and Government will afford priority to interventions that can raise production and yields without requiring behavioral change by farmers.

It is suggested, nonetheless, that these interventions be undertaken as a Presidential Special Initiative.  Policy formulation and operational management should be congruent with the National Food Security and Nutrition Strategy.  The latter contains validated institutional arrangements   (i.e.  Food Security and Nutrition Council led by the President, Technical Committee, and a Secretariat) that are appropriate for the successful coordination of these inter-agency actions and their implementation.  Perhaps a small group from the Technical Committee could be called upon to provide frequent monitoring of rice stocks, immediate interventions, etc.

PROPOSED INTERVENTIONS

The Government, with the Ministry of Agriculture as the lead agency, is already implementing a number of programs with objectives consistent with this strategy. The global price increases present additional urgency for results, and argue strongly for a considerable scaling up of those with immediate potential. 

Strategic Priority 1: Mitigating Domestic Price Increases and Ensuring Consistent Supply

	PRIORITY INTERVENTION
	KEY ACTIVITIES
	Time Frame
	Indicative Cost
	Lead Agency

	DEVELOP APPROPIATE MACROECONOMIC POLICY RESPONSES
	Remove tariffs and other barriers on the importation of stable food and agricultural inputs supplies

Subsidize domestic food production through budgetary allocation
	Immediate

Immediate


	TBD
	MOC, MOF, MOA, MOJ, MPEA, 

 

	SEEK EXEMPTION FROM EXPORT BANS
	Negotiate with friendly Governments to ensure access to commercial imports 
	Immediate 
	TBD
	MoFA, MOC


Strategic Priority 2: Maintaining Access to Food among Vulnerable Households

	PRIORITY INTERVENTION
	KEY ACTIVITIES
	Time Frame
	INDICATIVE COST
	Lead Agencies Responsible

	SEEK INCREASE IN UN FOOD ASSISTANCE
	 Seek increase in food assistance for vulnerable groups and educational programs
	Immediate
	US$ 16 million  
	MOA, MPEA, WFP, EU, USAID,  FAO

	NEGOTIATE COMMODITY MONETIZATION PROGRAM
	 Negotiate programs in the area of commodity monetization: (PL480, Food for Progress, Food for local initiative, etc.) 
	Immediate
	TBD
	MOA, MPEA, WFP, EU, USAID,  


Strategic Priority 3: Promoting Increases in Domestic Production

	Key Interventions

	PRIORITY INTERVENTION
	Immediate
	6mths to 1 year
	1 to 3 years
	Indicative Cost
	Lead Agencies Responsible
	Indicators

	Smallholders productivity
	Ensure the availability of seeds

Agro – chemicals and fertilizers

Tools

basic crop protection


	Seeds production by CARI

Ensure availability of farm inputs through the private sector


	Production of Breeder, Foundation and Certified seeds 

Ensure production of seeds in selected areas through out the Country


	8 – 9M

1.7M for supply of planting materials

3M for fertilizer and Agro chemical

1.5M for tools and land preparation

3M for crop protection
	MOA, CARI, FAO, WFP, INGOs, FBOs, Agro Dealers


	Increase in the average yield/Ha for rice and cassava

Food insecurity halved in 3 years

	
	Assessment of the potentials of swamps and inland valleys

Limited amount of low land rehabilitation
	Increase rehabilitation  of irrigation schemes and low land rehabilitation


	Expand low land, especially in counties with high potentials


	4 – 5M

1.5M swamp development

1.5M for the rehabilitation of dams

1.2M for the rehabilitation of fish ponds 
	MOA,USAID, FAO, WFP, Private Sector,   INGOs & FBOs
	Rehabilitation of 10000 Ha of low land around the country

	
	Pre Harvest programs identified

Identification of post harvest problems and corrective  measures identified


	Pre-harvest programs implemented

Projects prepared for Post harvest technologies and value addition for rice, cassava and vegetables
	Post harvest technologies and value addition projects for rice, cassava and vegetables implemented


	3.5M

1.5M post harvest technology and processing equipment

1.6M for the construction of storage facilities
	MOA,USAID, FAO, WFP, Private Sector,   INGOs
	Average post harvest loss for rice to be reduced by one third within 3 years

	Commercial investment
	Identify lead smallholder food crops farmers

Encourage  investment in commercial food crop production
	Develop guidelines on investment in commercial farming
	Establish clear policy on commercial investment in food crops
	0.2M for policy studies
	MOA, MOC, MOF, NIC
	Policy on commercial farming produced



	Infrastructure
	Ensure the provision of basic harvesting, storage and processing equipment

Identify potentially producing areas that can be linked to markets through the rehabilitation of feeder roads
	Develop program for a gradual transformation to mechanization

Rehabilitate selected farm to market roads

Rehabilitation of silos and other  storage and processing facilities
	Encourage private sector involvement of service delivery in harvesting, storage and processing

Construct farm to market roads  

Provision of tools and equipment for pilot mechanization programs/projects
	5M 

Need to speed up present program that will lead to mechanization.


	MOA, MPW, FAO, INGOs
	X number of marketing facilities and processing equipment provided in selected communities

	Services delivery
	MOA to work along with NGOs to deliver Extension services (ES) for food crops


	Extension service (ES) capacity building program prepared and operational


	ES along 3 main components Rice, cassava and vegetable
	1.5M

To strengthen the delivery of extension and other services 
	MOA, CARI, INGOs
	Increase in the support and other basic services to small holders in food crop production

	Capacity
	Assess the MOA capacity to deliver the basic support services in the production of Rice, Cassava and Vegetables


	Recruit qualified staff for the MOA

Provide hands on training to staff to deliver services in extension, coordination, monitoring and evaluation 
	Train Subject matter Specialists

Strengthen the capacity of cooperatives and FBOs in the area of service delivery


	6M


	MOA, CARI, USAID,

FAO, EU, INGOs,
	X amount of projects prepared to support the MOA capacity especially in the areas of research and extensión

	Management of the Food crisis and the Food Security program
	Integrated management of Donors programs   thru the Ministry of Agriculture 
	A FSNS secretariat established in conformity with the NFSNS document 
	ESTABLISH a  food security monitoring system, to provide early warning of emerging food crisis
	0.75M
	MOA,MOF,WFP, FAO
	An NFSN monitoring secretariat established


               Figures and Tables

Figure 1. Index of World Commodity Prices; January 2000 – January 2008 
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Source: World Bank DECPG

Table 1. Index of projected real food crop prices, 2004=100.

	
	2007
	2008
	2009
	2010
	
	2015

	Real Prices
	
	
	
	
	
	

	   Maize
	135
	141
	138
	134
	
	127

	   Wheat
	147
	134
	121
	117
	
	105

	   Rice
	131
	133
	129
	126
	
	119

	   Soybeans
	109
	108
	105
	103
	
	95

	   Soybean oil
	125
	121
	118
	115
	
	101

	   Sugar
	135
	147
	152
	158
	
	153


Source: World Bank DECPG.

Table 2: Rice consumption in Liberia for different household groups, 2007

	 
	% HH consuming rice
	Average consumption 

For all HH
	Average consumption 

for households with 

positive consumption

	 
	Locally

produced

rice
	Imported

rice
	Total
	Locally

produced

rice
	Imported

Rice
	Total
	Locally

produced

rice
	Imported

Rice
	Total

	Residence area
	
	
	
	
	
	
	
	
	

	Rural
	80.0%
	79.2%
	99.2%
	13201.2
	10484.8
	23686.0
	13312.5
	10573.1
	23885.6

	Urban
	17.1%
	97.3%
	98.6%
	1566.6
	18633.0
	20199.6
	1589.6
	18906.9
	20496.6

	Region
	
	
	
	
	
	
	
	
	

	Greater Monrovia
	7.2%
	98.2%
	98.4%
	227.6
	19585.0
	19812.5
	231.3
	19905.7
	20137.0

	North Central
	87.9%
	71.6%
	99.0%
	15216.9
	9118.9
	24335.8
	15371.0
	9211.3
	24582.3

	North Western
	69.8%
	90.9%
	99.7%
	9516.9
	9824.7
	19341.6
	9545.1
	9853.9
	19399.0

	South Central
	46.3%
	90.6%
	98.6%
	5796.7
	15287.3
	21084.1
	5877.9
	15501.4
	21379.3

	South Eastern A
	83.8%
	83.0%
	99.4%
	16150.2
	10553.5
	26703.6
	16240.5
	10612.5
	26853.0

	South Eastern B
	75.6%
	91.9%
	99.9%
	10910.1
	15587.9
	26498.0
	10919.4
	15601.2
	26520.7

	Quintile
	
	
	
	
	
	
	
	
	

	Q1 (poorest)
	63.4%
	71.8%
	96.5%
	5431.4
	6166.7
	11598.2
	5631.1
	6393.5
	12024.7

	Q2
	70.0%
	83.0%
	99.3%
	9520.0
	10483.4
	20003.3
	9582.7
	10552.4
	20135.1

	Q3
	62.5%
	85.7%
	99.6%
	10149.5
	12912.5
	23062.0
	10187.9
	12961.4
	23149.2

	Q4
	58.5%
	87.6%
	99.7%
	10400.1
	14361.1
	24761.2
	10431.3
	14404.2
	24835.5

	Q5 (richest)
	50.7%
	92.3%
	99.3%
	11104.2
	18502.0
	29606.2
	11178.2
	18625.3
	29803.5

	Total
	60.1%
	84.9%
	99.0%
	9524.0
	13060.1
	22584.1
	9623.1
	13195.9
	22819.0


Source: World Bank calculations based on 2007 CWIQ survey.
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