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Introduction

The Middle East and North Africa (MEN A) region is the biggest food importer of the
world . Its net imports of cereals amount to 92 million tons, much more than the 66 million
tons of East Asia, which is the second largest importer and has a much larger population.
Southern and Eastern Mediterr anean (SEM) Countries encompass a major part of
the MENA region, namely Turkey, Lebanon, Jordan, Israel, Palestine, Egypt, Tunisia,
Algeria, Morocco and Libya. Most of them are part of the Union for the Mediterranean
(UfM) and have association agreements with the EU. Yet, Libya has only an observer
status in the UfM. Albania, Bosnia-Herzegovina, Montenegro, Monaco and Mauritania are
also UfM members, but are not included under SEM countries for the purpose of this
study.

In the wake of the global food crisis of 2008 increased food price volatility and food price
inflation have sapped purchasing power of middle classes and reduced food security of
the poor in SEM countries. As governments subsidize many staple foods, their budgets
have been affected and their ability to plan ahead has been compromised. Of particular
strategic concern were the temporary exports restrictions that food exporters like
Argentina, Russia, and Vietnam announced out of concern for their own food security.
Declining agricultural productivity growth rates, climate change and ecological backlash
weigh on the reliability of supplies, while new demand factors like changing diets in
emerging markets and biofuels have developed. Exportable surpluses on international
markets might not be as readily available as in the past. There are indications that food
prices will remain on structurally higher levels compared to preceding decades.
Possibilities to expand domestic food production in SEM countries are limited by lack of
water and arable land. Birth rates have declined and many SEM countries are now in a
demographic transition, but it takes time until strong youth cohorts have moved through a
population pyramid. Population growth will only level out after 2050 and food import needs
of SEM countries will rise (see Table 1). Furthermore, some of the UN population
projections in Table 1 might be too optimistic as some SEM countries like Algeria, Tunisia,
and especially Egypt have seen a rebound in fertility rates in recent years, which would
increase future food import needs.

Table 1: Demographics in SEM Countries: 2010, 2030, 2050

Total Fertility Rate
(children per woman) Population Growth

Population (million)

2025-  2045- 2010- 2025- 2045

30 50 15 30 -50
Morocco 32 37.5 39.2 2.18 1.81 1.65 0.99 0.59 | 0.05
Algeria 35.5 43.5 46.5 2.14 1.72 1.66 1.36 0.67 | 0.16
Tunisia 10.5 12.2 12.7 191 1.67 1.72 1.01 0.48 | 0.05
Libya 6.4 7.5 8.8 241 1.72 1.64 1.03 1.36 | 1.12
Egypt 81.1| 106.5| 123.5 2.64 2.2 1.88 1.67 1.08 | 0.53
Palestine 4 6.8 9.7 4.27 3.37 2.65 2.81 2.28 1.6
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Israel 74| 98 12] 201| 261| 227| 166 12| 0.89
Jordan 63 7.9 99| 289| 205| 171| 216| 184 1.65
Lebanon 42| 47| 47| 176| 159| 164| 073| 033|-021
Turkey 728 | 867| 91.6| 202| 176| 169| 1.14| 063| 008
West Asia 232 | 3204 | 3954 | 285| 249| 222| 188| 1.36]| 087
World 6896 | 8321 | 9306 | 245| 229| 217 11| o078 044
More

developed 1236 | 1206 | 1312| 1.71| 185| 197| 033| 015| 003
world

Less

developed 4288 | 5600| 6,669 2.86 25| 224 152| 114 072
excl. China

Source: (United Nations, 2011)

Against this backdrop this study first outlines global price developments of major fo  od items
since 2000 (cereals, oils, dairy products, sugar, and meat), and juxtaposes them with earlier
levels of prices and volatility. Second, it discusses likely causes of these price
developments , such as reduced agricultural productivity growth since the 1990s, population
growth, changing diets of middle classes in emerging markets, biofuels, changes in the
agricultural support policies in the US and the EU at the turn of the 2000s, environmental
backlash, and climate change. Third, it analyzes how thes e changes of global food prices
have materialized on a national level in  SEM countries. As far as data is available it is
outlined which subsidies regimes the respective governments entertain and how their budgetary
position has been affected. Fourth, it o utlines the state of food security in the SEM
countries on a macro and a micro level.  The main food security challenge are not calorie
shortages, but lack of micronutrients like vitamins and iron. Fifth, it gives an overview of
global export capacities  on which the food import dependent SEM countries so crucially rely.
Sixth, the food import dependence of each SEM country is outlined . Net imports of major
food items are compared with domestic production and consumption levels. The main import
partners are i dentified for the respective food items and an assessment of the reliability of
their supplies is given. Seventh, possible policy measures are described by taking
account of peculiarities of each SEM country like population size, GDP per capita and
resource endowment. A bri ef overview of gov er rangagfiomns
subsidy policies and domestic agricultural policies to agricultural investments abroad, storage
and trading strategies. Particular attention is being paid to the role of large food trading and
processing companies in global value chains and the importance of international organizations
like WTO, World Bank and FAO in formulating policies for the global food system. Eighth, the
impact of geopolitical events on food prices such as the Ukraine crisis or political unrest
within the MENA is discussed. Beside past and ongoing events, the section also identifies which
kind of events and under which circumstances could have a larger impact in the years to come.
Finally, this report provid es policy -relevant conclusions for the UfM and other actors
involved in euro -Mediterranean cooperation initiatives.
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Global Price Developments of Major Food Items since 2000

In 2007-8 global food markets witnessed a roller coaster ride. From January 2007 to July
2008 the FAO food price index leaped by 61 percent, driven by its dairy, cereals, and oils
components (see Figure 1). The jump over the year was particularly pronounced for
cereals. Wheat prices more than doubled. Prices for rice even tripled at one point. Rice
prices can be prone to volatility as their markets are less liquid. A smaller share of total
production is traded on international markets (ca. 6 percent as opposed to ca. 18 percent
in the case of wheat).

Figure 1: FAO Food Price Index ( Nominal) During the Global Food Crisis 2007 -08
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Produced by CIDOB. Source: (FAO, 2014)

In the second half of 2008 food prices corrected steeply, together with those for other
commodities like oil. But they crept upwards again in 2010/11 and reached the preceding
heights of 2008. Buttressed by bumper crops and supply side reactions, there was again a
more drawn out correction of cereals, oils, and sugar prices towards 2014, but not for
dairy and meat prices, which were driven by strong demand from new middle classes in
emerging markets like China and India. Yet, despite such corrections, inflation adjusted
food prices remain considerably above their averages of the 1980s and 1990s. Their
volatility has increased as the pronounced peaks and troughs since 2007 show (see
Figure 2). The FAO expects these food price patterns to persist over the coming decade,
even though food prices will likely face further downward pressures over the next 1-2
years before stabilizing on the elevated levels reached (OECD-FAO, 2013).
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Produced by CIDOB. Source: (FAO, 2014)

However, if one goes further back in time and adopts a longer historical

perspective, food prices are not that high

. They trended downwards in real terms from

the 1860s on, before levelling out since the late 1980s (Johnson, 1999; Piesse and Thirtle,
2009; Jacks, 2013). Production growth and productivity increases via mechanized
agriculture, intensive livestock production and the use of mineral fertilizers outweighed
population growth. In fact before 2007-08 development debates focused on the threat of
low food prices for farmers in the developing world and their exposure to unfair
competition from producers in the US and the European Union who have benefitted from
agricultural subsidies. Now the focus has shifted to the effect of higher food prices on
consumers, especially of poor people who spend a relatively high share of their
disposable income on food. Yet it needs to be kept in mind that the real problem is

rather lack of income and economic developme

nt than high prices, from which

poorer farmers in the developing world in turn often could not benefit because of a
lack of market access (Harrigan, 2014)
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Causes of Food Price Volatility and Food Inflation

The reasons for the global food crisis have been hotly debated. On the demand side
there have been continuous though abating population growth, changing diets in emerging
markets like China, biofuel production, and the increased market participation by financial
investors. On the supply side productivity growth has diminished since the 1990s,
ecological constraints and climate change have an increasing impact on agricultural
production, input factors like fuels and fertilizers have become more expensive, stock
levels have been low, and export restrictions by food exporters like Russia, Vietham,
India, and Argentina out of concern for their own food security led to panic buying
(Woertz, 2013b; Harrigan, 2014).

Some of these factors like changing diets and the productivity declines have been long -
term in nature, others like currency and oil price developments have had a medium -term
lead time, while yet others like droughts and export restrictions occurred momentarily .

Because the possibilities to expand production area are limited , the declining
productivity growth is  a major concern. Unused arable land is scarce and the globally
available land bank is heavily concentrated in a few countries in Africa and Latin America
(Deininger et al., 2011). The very term fiunused | ando i
existence of customary land rights by pastoralist and small-scale farmers. Those might not
use the land with modern technology and thus underutilize it, but their livelihoods could be
threatened by expansion of modern agriculture. Some argue that Genetically Modified
Organisms (GMO) could reignite productivity growth in a similar way as the Green
Revolution did in the 1960s and 1970s (Paarlberg, 2010; Paarlberg, 2008). Others point to
the negative environmental repercussions of the latter and risks of GMO technology like
reduced biodiversity, vulnerability to super weeds, and threats to the food sovereignty of
farmers, i.e. their freedom to make their own production decisions within food systems of
their choice. Instead these critics call for environmentally adjusted and community based
farming practices and reduced meat consumption, which has vastly more resource needs
than plant based diets (Weis, 2007).

Similar vivid disagreements exist to which extent financial speculation has contributed to
food price volatility and overshooting of prices. Trading in financial derivatives on
agricultural products increased steeply in the 2000s. Some argue that the deregulation of
commodities markets in the US in the 2000s led to the entry of new financial market
participants like pension funds and increased short-term speculation. This in turn caused
increased volatility and overshooting of prices (Hernandez and Torero, 2010; Schutter,
2010). Countervailing studies that were attached to a public outreach and dialogue effort
on part of the Deutsche Bank have argued that the increased trading volume of
derivatives has not contributed to higher prices and volatility, but rather had a neutral to
positive impact as it increased market liquidity and provided hedging services to physical
producers (Deutsche Bank Responsibility, 2014).

The deregulation of agriculture since the 1970s has had an impact on stock levels that
carries important implications for SEM countries, which are among the largest food
importers of the world. The storage of staple crops for price stabilization has declined
because of three factors: 1) the failure of international commodity agreements in the
1970s, 2) the inclusion of agriculture in the Uruguay round of the GATT trade liberalization
efforts in 1986, and 3) the switch in the US and the EU from price support schemes to
direct subsidies to farmers in 1996 and 2003 respectively when the EU reformed its
Common Agricultural Policy (CAP) (Winders, 2011).
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Storage by food producers in the Northern hemisphere has declined and food importer
nations have not increased their storage correspondingly. The reduced stocks have made
markets more vulnerable. In the case of wheat, the US and the EU today only hold 12 and
6 percent of global stocks respectively, while China is the largest stockholder with 31
percent (see Figure 3). The Middle East only holds 10 percent and Egypt, the largest
wheat importer of the world, only 3 percent (World Bank and FAO, 2012).

Figure 3: Global Wheat Storage
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Produced by CIDOB. Source: (World Bank and FAO, 2012)

OECD and FAO have estimated that global food production will need to grow 60 percent
by 2050 in order to meet the anticipated demand (OECD-FAOQO, 2013). This figure could
decrease if food waste was tackled more efficiently (FAO, 2011), but production
growth will undoubtedly need to take place. From a food security perspective the role

of cereals is paramount . About 40 percent of global calorie provision goes back to wheat
and rice alone. Cereals like corn and barley are also an important feedstock for meat
production beside soybeans and green fodder like alfalfa.

Projected global demand trends show a particularly pronounced growth for biofuels
and feedstock for animals . Biofuel demand is spurred by supporting subsidies and
legislation and is currently mostly produced from corn in the US, from sugar in Brazil, and
from canola and beetroot in Europe. Because of competing land needs of food production
for human consumption biofuel production is controversial. It might contribute as much as
30 percent to grain price inflation until 2020 if governments achieve announced
development targets (Fischer et al., 2009). Only if biofuel production from algae became
technically and commercially viable this conflict could be overcome as algae can be grown
with saltwater and would not compete with food production for arable land.

Spurred by growing meat consumption in emerging markets feedstock demand for animals
will show above average growth. China in particular has developed into a major demand
factor for soybeans, most notably from Brazil. Saudi Arabia imports a whopping 40-45% of
globally traded barley for its livestock industry and will possibly become the largest importer of
alfalfa over the coming decade ahead of Japan, South Korea, and the UAE.
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Effects of Global Market Developments in SEM Countries

Global food prices are different from local food prices, which are moderated by subsidies
and local costs of food processing and distribution. The latter partly depend on the quality
of logistic infrastructure and might show different price dynamics than agricultural raw
materials. In developed countries like the US people spend a relatively low share of their
overall budget on food. Moreover, processed and packaged foods constitute a large part
of spending on food items (see Figure 4). Hence inflation of crops only affects a fraction of
overall spending on food and the impact on overall consumer price inflation is more limited
than in developing countries where people spend a larger share of their income on food
and rely less on processed and packaged foods.

Figure 4 : Percentage of Income Spent on Food
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Produced by CIDOB. Source: (Harrigan, 2014) based on USDA data

In the SEM countries in Figure 4 people spend between 35 and 44 percent of their income on

food, with the exception of Israel with 17.7 percent. Another study put the percentage spent

on food as high as 55 percentandf oodds contribution to total
very high level, reaching up to 60 and 80 percent in some cases (Albers and Peeters, 2011).

This is considerable in international comparison, but also in comparison to other countries in

the MENA with higher per capita GDP like the oil exporting countries of the Gullf.

Subsidies can cushion the impact of global food price shocks for local consumers and put
the burden of adjustment on the shoulders of the respective governments. Globally food
price increases have shown a pass-through effect of around 0.3 percent for every 1
percent price increase. Subsidy regimes absorbed some of the global price hikes for
consumers in the SEM countries, but there has been pass through of global food price
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rises by a factor of 0.27 0.4 percent. The magnitude of the estimates appears to be in line
with the empirical evidence for other countries. Pass-through effects are notably higher for
Palestine, and Iraq, where world food price increases accounted for over 50 percent of
food inflation, followed by Egypt and the United Arab Emirates, where they contributed 40
percent to food inflation. Algeria and Tunisia, on the other hand, appear less affected than
other countries in the region. With the exception of the UAE and Yemen food prices in the
MENA countries are also downward-sticky; that means that they adjust on the way up, but
do not fall back to the same extent when there are price corrections on global markets
(lanchovichina et al., 2012).

Figure 5: Food and Fuel Subsidies as % of GDP, 2008
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Produced by CIDOB. Source: (Albers and Peeters, 2011)
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Figure 6: Food and Fuel Subsidies as % of Budget Expenditure, 2008
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Produced by CIDOB. Source: (Albers and Peeters, 2011)

Food prices in the SEM countries outpaced overall inflation rates from late 2005 to

mid -2008. Overall consumer price inflation rose from 3.4 percent in July 2007 to 10
percent in July 2008, driven to a large extent by food price inflation which jumped from 5.8
percent to 14.8 percent over this 12 month period (Albers and Peeters, 2011).

The GDP shares of food and fuel subsidies in SEM countries vary, especially in the case
of fuels. In 2008 at the time of the global food crisis, they stood at around 2 percent in
many SEM countries for food and reached more than 6 for fuel in Egypt. Fuel subsidies
were usually considerably higher than food subsides. Only Tunisia and Jordan
spend more on food than on fuel subsidies (see Figure 5) .

These expenditures for subsidies have constituted a substantial fiscal burden. In the case
of Morocco and Egypt they reached 20 and 31 percent respectively of total budgetary
expenditure. This raised questions about the sustainability of such spending at a time
when budgets deficits in SEM countries reached as high as 8.1 percent of GDP in the
case of Egypt (see Figure 6). International organizations like the World Bank and the IMF
have called to replace indiscriminate food and energy subsidies with targeted aids for the
poor.

Such discussions are not new. The SEM countries expanded food and energy subsidies
in the 1970s. In the case of Egypt, a particularly prominent example, the government
regulated cotton, wheat, rice, sugarcane, beans, and winter onions via an often
paradoxical mix of production taxation and consumer subsidies. In contrast, it protected
livestock production by tariffs and bureaucratic import hurdles until 1987. Only fruit and
vegetable markets remained free of government interference. This encouraged a shift of
acreage into horticulture and fodder production like clover (birsim). In the 1980s the
Egyptian state began to dismantle these policies because of fiscal pressures, but also
because a widening food gap and declining self-sufficiency gave rise to concerns. In the
1990s, these policy changes were pushed further; by 1995 only cotton and sugarcane
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remained under government regulation. On the consumption side the peak of food
subsidies was in 1980 when they covered 20 commodities and accounted for 15 percent
of government spending. By 1997 this figure had declined to 6 percent. Subsidies now
only covered four commaodities: coarse fbaladidbread, coarse fbaladioflour, edible oil, and
sugar (Richards and Waterbury, 2008; Adams Jr., 2003).

Israel and Turkey are special cases in the SEM countries. Both have reduced consumer
subsidies early on, but still retain considerable producer subsidies. Turkey has eliminated
generalized fuel and food price subsidies gradually since the 1980s and terminated them
in the early 2000s as part of a broader agenda of structural adjustment. In Israel total
spending on consumption subsidies today is relatively low at 0.8 percent of GDP and 2.5
percent of the government budget. Such subsidies have been reduced considerably in the
1980s when they were as high as 7.2 percent of budgetary spending in 1981 (Albers and
Peeters, 2011).

Turkey used to have a far reaching program of agricultural producer subsidies that
entailed price supports, input subsidies, and marketing monopolies. These have been
pushed back as well with policies that favored privatization and removal of trade barriers.
Turkey is one of the few countries in the MENA that is a significant agricultural
exporter and it has a considerable self -sufficiency in cereals, although it is a food
net importer in calorie terms overall. |t i s the worl doé $azdnats,
apricots, cherries, and poppy seeds; in addition, it is the second largest producer of
melons, cucumbers, leeks, and strawberries. Similarly, Morocco and Tunisia are
considerable exporters of fruit to the European Union. In Israel producer subs idies have
been reduced, but are still extensive . Subsidies and transfer payments constitute 17
percent of gross farmer receipts, below the OECD average of 23 percent, but
considerably higher than in the United States, where this figure stands at 10 percent.
These subsidies have alimented a doubling of agricultural exports, mainly fruit,
vegetables, and processed food, from $1.2 billion in 2003 to $2.4 billion in 2012
(Jerusalem Post, 21 January 2014). General subsidies on basic foods are self-targeting,
as poor people buy these items disproportionally more. They are less distorting than
subsidies on energy, which disproportionately benefit middle and upper classes as they
have a higher ownership ratio of cars and energy using appliances (air conditioning,
washing machines etc.). Because of this and because they are much higher, energy
subsidies are more likely candidates for further subsidy reforms than food
subsidies . The latter also carry great significance for political legitimacy.. Food clearly
commands greater emotional appeal and because of their self-targeting nature, abolition
of subsidies on staple foods would disproportionately hurt the poor. A move to targeted
financial aids is easier said than done, as it requires considerable bureaucratic capacities
for monitoring purposes. Financial aids can also be subject to considerable erosion via
inflation, as the recent experience of Iran with subsidy reform has shown.

The State of Food Security in SEM Countries

Food self -sufficiency is not food security , although the two are often wrongly

equated . Hardly any country in the world is not reliant on other countries for at least some
food items and about half of the world is a net importer of food (see Figures 8 and 9).
Food importing countries like Singapore or Kuwait can be perfectly food secure if they
have the foreign exchange to pay for food imports and world food markets are not
disrupted by export restrictions or political crises. The lower the share of food imports as a

ges
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share of total exports and net remittances, the more food secure a country is on a macro
level (see Table 2). Yet this does not preclude the existence of food insecurity of
vulnerable households on a micro level.

Food security can be measured on different levels: globally, nationally, and locally.
Furthermore, different approaches to measurement exist. The categories of the Global
Hunger Index (GHI) (http://www.ifpri.org/ghi/2013) mainly indicate calorie deficiency
(percentage of the undernourished among the general population and prevalence of
underweight and mortality among children younger than five). Here the MENA region does
not score badly on average.. Yet food security has an important micro-nutritional
dimension. One can have enough ca lories, even too many of them and yet be food
insecure . Beside poverty, uninformed dietary choices and increased consumption of
sodas and junk food are contributing to a growing intake of calorie rich food.

Lack of micronutrients  affects pregnant mothers a nd children in particular . This can
have a lasting impact as such nutritional deficiency in the womb and during the first 1000
days after birth can lead to stunting and affect the cognitive abilities and educational
achievements of children for the rest of their lives. If poor people cannot afford a balanced
and varied diet and have to resort to basic calorie rich food either permanently or as a
temporary stop gap solution in case of sudden price spikes this can have severe long-
term developmental effects. Hence, the costs of food price volatility and inflation are
only insufficiently measured by their short  -term impact on financial indicators

To address these shortcomings, the Beyond the Arab Awakening report by the
International Food Policy Research Institute (IFPRI) in Washington uses stunting
(insufficient height for age) as an indicator for food insecurity on the micro -level as
it captures micro -nutritional shortcomings  and other important development aspects
like clean drinking water and access to health care better than the GHI (Breisinger et al.,
2012). The findings of the report are less positive for SEM countries. While only 5 to 15
percent of the children under five in the Arab world are underweight, between 15

and 25 percent of them are too short for their age (Woertz, 2013b).
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Table 2: Status of Food Security in SEM Countries

Macro FS: Food
imports/ (total

Micro FS :
Prevalence of
child stunting (%)

Overall FS
exports + net risk

remittances) (%)

Morocco 8.2 21.6 Serious
Algeria 7.3 15.6 Serious
Tunisia 6.5 9 Moderate
Libya 34 21 Moderate
Egypt 8.7 Serious
Palestine 11.8 Serious
Jordan 13.9 8.3 Serious
Lebanon 16.5 15 Serious
Turkey 2 13.9 Moderate

Source: (Breisinger et al., 2012)

On a macro level many SEM countries face challenges as they spend more than 5
percent of their export earnings and net remittances on food imports. Only Libya and
Turkey spend less. For Jordan and Lebanon the ratio is above 10 percent, yet Jordan has
managed to achieve the best level of food security on a micro level among SEM countries
despite these constraints on a macro level. |. Palestine face the worst food security
situation on a macro level, as 31.9 percent of their export earnings and remittances are
spent on food imports, but they are relatively food secure on a micro level compared to
other SEM countries.

It is mainly micro -nutritional deficiencies and high occurrences of stunting that lead

to the <c¢classification of the SEMG6s coOnmytr i

Turkey, Tunisia,and Li bya have a fAimoderateodo ri sk.
as an OECD country with a high per capita income its risk is presumably low, as was the
case for the oil rich countries in the Gulf in the study. The only MENA country with an
fal agmi f ood s esMauritamiay r i sk w

The State of Agriculture in SEM Countries

If food security in the SEM countries should not be confounded with self-sufficiency and
depends to a large extent on broader economic development and food imports, it does not
mean that domestic agriculture does not play a role. It provides a significant part of food
consumption and livelihoods to a still substantial part of the population, even though its
contribution to value added per GDP lags behind and its water consumption is
unsustainable in many cases (Babar and Mirgani, 2014).
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Table 3 shows how much of it s own food each Arab SEM country produces. Israel
and Turkey are not part of this table, but on the map in Figure 9 it can be seen that Israel
is also heavily dependent on food imports which cover over 50% of its calorie
requirements, while Turkey has the highest degree of self-sufficiency of all SEM countries,

although it is also a moderate food net importer in calorie terms. Import dependence in

Arab SEM countries is most pronounced for the strategically crucial cereals, sugatr,

and fats and oils. Dairy products are also imported to a large degree, while meat, fish,
eggs, fruit, and vegetables show high self-sufficiency ratios and even export capacities in
some countries. Self-sufficiency ratios are lowest in Jordan, Lebanon, and Palestine

and Libya .

Table 3: Self-Sufficiency Ratios (% of consumption) in Arab SEM Countries by Food
Product Category, 2011

Arab

region Morocco | Algeria | Tunisia Libya Egypt Jordan S Lebanon

average
Crtieels 51 59 32 47 7 57 4 10 11
Total
Wheat and
Flour 50 61 34 51 6 47 2 11 17
Corn 38 11 0 0 0 46 3 25 2
Rice 66 101 0 0 0 99 0 0 0
Barley 34 90 87 74 17 91 6 7 22
Potatoes 100 97 97 94 100 113 81 100 107
Pulses 60 132 28 72 81 43 7 8 25
Vegetables 102 115 100 102 97 105 177 126 91
Fruits 97 115 92 109 87 112 78 115 150
Sugar 30 31 0 0 0 70 0 0 2
(';‘T‘ltss and 32 44 13 58 23 | 24 21 87 18
Meat Total 81 99 91 98 94 87 70 78 84
Red Meat 87 97 81 96 90 79 30 71 47
Poultry Meat 73 100 100 100 100 96 85 82 99
Fish 103 130 78 87 76 104 3 30 24
Eggs 93 101 100 100 87 101 107 92 107
Milk + Dairy 71 83 97 94 47 84 46 94 33

Source: (Arab Organization for Agricultural Development (AOAD), 2012)

Low self-sufficiency ratios are a concern in many MENA countries, as they constitute a
strategic vulnerability in times of geopolitical crises. Food imports in the past have been
threatened. During World War Il they were disrupted because of combat operations and
scarce shipping capacities, famines in the region were only averted by domestic
production and the distribution and rationing system of the Allied Middle East Supply
Center in Cairo. More recently the US contemplated a food embar go in retaliation to

the Arab oil boycott in the 1970s and in the 1990s Iraq saw its food imports and oll
exports cut off by a unilateral UN embargo  (Woertz, 2013b).
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Such strategic concerns have partly motivated programs to increase domestic self -
sufficiency .. However, they are ecologically and economically questionable,
because of t heir reliance on limited water resources and costly subsidies.

This situation is unlikely to improve. Arable land and especially water resources are
scarce in the SEM countries and form an impediment to any expansion of agriculture. In
some countries agr icultural production actually has to be reduced in order to
assure water security (Alterman and Dziuban, 2010). Agricultural productivity gains
could be achieved in some cases, but countries like Egypt already have some of the
highest wheat productivity rates in the world. In these cases there are no meaningful yield
gaps that could be closed (Fischer et al., 2005). Rather than increasing agricultural
production, the focus would need to be on more efficient water management to
stabilize it. Other measures for a more sustainable agriculture in SEM countries
include improved extension services, fighting of desertification, climate change
adaptation, better distribution networks, waste reduction along the value chain, broader
rural development programs, and new approaches to the governance of collective range
land (International Centre for Advanced Agronomic Studies (CIHEAM), 2008; International
Centre for Advanced Agronomic Studies (CIHEAM), 2009) and 2009).

Climate change will likely exacerbate existing scarcities of water. Considerable uncertainty
exists about climate change models and predictions. Yet there is consensus that the
MENA region will be disproportionately affected by higher and more variable
temperatur es and increasing variability of rainfalls (Intergovernmental Panel on
Climate Change (IPCC), 2013; Mdiller et al., 2011; Cline, 2007; FAO, 2008; Gornall et al.,
2010). Oceans function as a carbon sink and as increased carbon dioxide in the air can
also have positive effects on agricultural productivity via the carbon fertilization effect, the
worst effects of climate are only expected to materialize after 2050. Yet first changes are
already visible in the climate of the Eastern Mediterranean that has witnessed an
increased occurrence of drought (National Oceanic and Atmospheric Administration
(NOAA), 2011; Breisinger et al., 2011b). This calls for adaptation measures of SEM
countries and their increased participation in global mitigation efforts (Luomi, 2012).
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Figure 7: Share of Agriculture (%): Rural Population, Labor Force, Value Add ed
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Note: Data on Agriculture Value Added refers to different years: Data Libya (2008),
Palestine (2011), Morocco, Algeria and Israel (2012), Egypt, Tunisia, Turkey, Jordan and
Lebanon (2013).

Produced by CIDOB. Source: FAOSTAT Country Profiles:
http://faostat.fao.org/site/666/default.aspx and World Bank Indicators:
http://data.worldbank.org/indicator/NV.AGR.TOTL.ZS/countries?display=default, United
Nations Indicators: https://data.un.org/ (accessed 30 September 2014)

Agriculture is by far the largest water consumer in the region. However , agr.i

contribution to economic prosperity is limited. In most countries its value added as
percentage of GDP is in single digit territory. In Israel it is as low as 2 percent. Some
countries like Egypt, and Morocco have a large share of rural population of 42-56% of the
totab,but agricultureds contribution to empl
limited as Figure 7 shows. This points to low productivity and hidden
unemployment in the countryside . In a substantially urbanized country like Turkey for
example 30 percent of the labor force still works in agriculture, but generates only 8.5
percent of the value added.

In sum, agricultural production in the SEM countries cannot be substantially increased due
to natural constraints. At best it can be stabilized at currently achieved levels with
improved water management. Reliance on food imports is here to stay and will likely
increase with population growth. This raises the question of reliability of global markets to
supply such food imports.

oyn

17

Elisabets 12, 08001 Barcelona, Spain - T.(34) 93302 64 95 - F.(34) 9330221 18 - www.cidob.org



CIDOB

BARCELONA
CENTRE FOR
INTERNATIONAL
AFFAIRS

Global Import Vulnerabilities and Export Capacities

SEM countries constitute a major part of the MENA region, which is the largest food

i mporter globally. With 92 million tlentsant he
the 66 million tons of East Asia, which has a much larger population. The most important

net exporter countries that provide such food trade are North America, and the former
Soviet Union States, followed by Oceania/ Australia, Europe, South Asia, and South
America (see Figure 8).

Figure 8: Global Net Trade in Cereals , 2013/14
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Produced by CIDOB. Source: (USDA, 2014)

These food imports constitute a substantial part of the dietary intake in SEM countries.
Figure 9 shows the role of food net trade in the total food consumption of a country by
calories. In heavily food import dependent countries of the Group 1 in the legend of the
map, to which also belong most SEM countries, this ratio stands at over 50 percent. More
than half of their calorie intake is satisfied by food imports. Group 2 is slightly better off
with 25-50 percent. Group 3 is between 25 percent reliance on food net trade and self-
sufficiency. The net exporters of food start with Group 4, which comprises mainly the
former Soviet Union countries, Vietham, and Myanmar. They fall between self-sufficiency
and 25 percent net exports. In Group 5 this value goes up to 50 percent and in Group 6
beyond 50 percent (see Figure 9).
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Figure 9: Role of Food Net Trade in Food Consumption, 2008
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Source:http://knoema.com/atlas/topics/Food-Security/Role-of-Trade/Role-in-food-
consumption-of-food-net-trade based on FAO Food Security Data, June 2012

Figure 9 gives also an indication of export capacity. Some of the exporter countries like
Iceland or Latvia have a high ratio of net exports to food consumption, but not a high
production in absolute terms. Hence the group of strategically important net exporters
narrows down to a few countries, namely Canada, USA, Brazil, Argentina, France,
Ukraine, Kazakhstan, Russia, Thailand, Vietham, Australia, and New Zealand. The
net exporter status of Indonesia and Malaysia goes back to their palm oil production,
which is also used for cosmetics and biofuel production. A statistical differentiation with
food production might be difficult to achieve at times.

Al l this cereal tradwatceornostti hat e avibret uiam
countries via food trade  (Allan, 2001; Allan, 2011). Virtual water describes the water that
was needed to produce a particular commod i
water consumer worldwide. Globally it represents 70 percent of water use, in the SEM
countries even more, around 80 percent. As water in agriculture evaporates and cannot

be reused or recycled its global share is even 90 percent if consumptive water use is
considered. What is more important, about 70 percent of global crops are not
produced by irrigation agriculture that uses such blue water, but by rain fed
agriculture that uses green water that is encapsulated in the soil. Such green or soll
water cannot be metered, bottled, or shipped by pipeline. It does not figure in the global
statistics about total renewable water reserves, which only comprise surface and
groundwater. Yet green water is extremely important for global food security and for
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the import needs of SEM countries. By importing rain fed cereals from Brazil,
Canada, or Australia they effectively import the rainfalls from there and can benefi t
from them.

Between 70 and 90 percent of the global trade in staple food commodities is
undertaken by a few food trading houses mainly the O6ABCDs©6:
Dreyfus plus Glencore as a fifth company (Sojamo et al., 2012). The trade in crops and
derived products constitutes 76 percent of global virtual water trade and 68 percent of this
total comes from green water. Blue and grey (waste) water only contribute 13 percent and
19 percent respectively (Mekonnen and Hoekstra, 2011). Currently global virtual water
net exports focus on North America (40 percent), Australia and New Zealand (40
percent), and South America (20 percent).  Given available water reserves, the share of
Australia will likely decrease while that of Brazil is expected to increase (Allan, 2011).

Individual Food Import Dependence of SEM Countries by
Trading Partners

If the food import dependence is broken down on a per capita and country level, some
interesting observations can be made. All SEM countries are net importers of basic
food items. Only in the case of Tunisia, Turkey, and Egypt, there have been some
exceptions. Tunisia is a net exporter of fats and oils, mainly from olives. Turkey has the
most varied agricultural sector of all SEM countries. Beside its rich exports of fruit and
nuts, it is a net exporter of meat, dairy, and sugar products. Egypt is a net importer of
cereals overall, but a net exporter of rice.

AD
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Produced by CIDOB. Source: (International Trade Center, 2014)

Cereals are clearly the largest food import item of SEM countries. Turkey has t he
Egypt, the largest wheat importer of the world,

smallest net imports per capita with $24

has less net imports on a per capita basis ($55) than most other SEM countries. Israel,
Jordan, Lebanon, and Libya are the most import dependent countries on a per
capita basis. The largest cereal import item of Egypt is nhot wheat, but corn. Corn is used
as feedstock for animals, like the substantial imports of oil seeds, mostly soybeans. These
fodder imports are used by the meat and livestock industry within the SEM
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countries, which caters to increasingly varied diets, alongside considerable imports
of meat and dairy products in many countries, especially in Lebanon, Jordan, Israel,
Algeria, and Libya.

Food imports of the SEM countries demenfirom
iteOe.reals are clearly the most lismpows aat D mj

terms of cal ori es, but also in terms of mo n
barl ey, and rice. Afheedcepembdj | BEM thbhenmois
i mports of fats and oils and oil seeds, foll

Figure 11: Net Imports of Major Food Items, SEM Countries, 2013
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Figure 12 shows the net trade flows of the top 5 exporters to SEM countries for major

food items. Ukraine, France, Russia, Argentina, and Brazil dominate as cereals suppliers,
followed by Romania, the United States, Canada, Bulgaria, Germany, and Australia. The largest
suppliers for wheat are France, Russia, Canada, Ukraine, and the USA,; for rice the USA, India,
Egypt, Vietnam, and Thailand; for barley France, Ukraine, Argentina, Russia, and Germany;
and for corn Argentina, Ukraine, Brazil, Russia, and Romania.

Figure 12: Top 5 Exporters of Major Food Items to SEM Countries, 2013
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Produced by CIDOB. Source: (International Trade Center, 2014)

23

Elisabets 12, 08001 Barcelona, Spain - T.(34) 93302 64 95 - F.(34) 9330221 18 - www.cidob.org













































