Focus

The cost of high food prices in West Africa

Food prices in West African countries are significantly higher than in other areas of the world
with comparable levels of development. This situation is having serious effects on the welfare of
households and on food security. One more reason to unlock the trade potential of the region.

The 2007-08 world food price cri-
sis caused political turmoil and social
unrest in many West African countries.
Poor urban households, in particular,
were unable to afford food and dem-
onstrated vocally in cities such as Da-
kar and Abidjan. Price is a key determi-
nant of a household’s access to food.
As the region urbanises rapidly, more
and more consumers are becoming
dependent on markets for food. Yet
structural changes in demand are driv-
ing food prices upward, independent
of the global context. Food demand
has increased fivefold over the past 60
years and dietary patterns have also
transformed considerably. Consum-
ers are increasingly looking for foods
that are convenient to buy, prepare
and consume; 39 per cent of all food
consumed in West Africa today is pro-
cessed. West African supply is adjust-
ing to these growing and diversifying
consumption patterns, but at a slower
rate than demand. This is affecting
market conditions and resulting in
higher prices.

B Getting prices right

Prices have mixed effects on the
welfare of households. On the one
hand, increased prices mean im-
proved incomes for producers, whilst
on the other, they translate into high-
er food costs for consumers. The net
effect depends on the structure of the
economy and on the share of house-
hold food consumption that is sup-
plied by markets. In predominantly
agricultural countries, the majority of
households might be better off with
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higher food prices. However, the rap-
id urbanisation taking place in West
Africa calls into question certain as-
sumptions as to what the “right” level
of food prices should be.

A higher share and growing number
of West African households are now
dependent on non-agricultural activi-
ties for their living. This includes most
urban households, which account for
45 per cent of the region’s total popu-
lation. It also comprises many living in
rural areas where an estimated 25 per
cent of households are engaged pri-
marily in non-agricultural activities. As
a result, a growing number and share
of consumers rely on markets for their
food supply. Overall, markets now pro-
vide at least two-thirds of household
food supply as West Africans become
buyers — rather than producers - of
food and spend a larger share of their
food budget at markets. This growing
number of households would stand to
lose from any increase in prices. These
same households are also highly sen-
sitive to fluctuations in prices as food
represents 50 per cent of their total
budget. It is therefore time for policy-

makers to get food prices right, both
for the welfare of households and food
security.

B A costly Africa

Are food prices currently too high
in West Africa? Using data from the
2011 International Comparison Pro-
gram (ICP), we estimate that food
prices in sub-Saharan Africa are 30 to
40 per cent above prices in other ar-
eas of the world with comparable lev-
els of development. The Figure below
illustrates the relationship between
food price levels and GDP per capita.
It shows that the majority of African
countries are above the line, indicating
a higher level of food prices relative
to other countries at a similar level of
development. This corresponds with
research by Gelb et al. (2013) who
found that overall price levels in sub-
Saharan African countries are 35 per
cent higher when compared to their
predicted values. In addition, food is
particularly expensive compared to
non-food products. In West Africa,
food prices are 50 to 130 per cent
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above the overall price level index, in-
dicating that food is more expensive
in real terms than non-food products.
These higher food prices translate into
a welfare loss for households.

A comparison with India reveals a
vivid picture of how high food prices
impact the purchasing power of Af-
ricans. Using food price differentials
between West African countries and
India, as well as looking at expenditure
shares, it is possible to provide a rough
estimate of how much a typical West
African food basket would cost in In-
dia. The resulting comparison shows
that households could save from 20
per cent of their income in countries
such as Cote d’Ivoire, the Gambia and
Mauritania, to approximately 30 per
cent in Chad and Liberia (see Figure).
These results provide an indication of
the degree of household welfare loss
resulting from the price gap reported
between India and West Africa. It con-
firms that West African households are
strongly impacted by the high prices
stemming from the West African food
system. It also provides an explanation
for the trend in increased food imports.

B What should policy-makers do?

Driven by population growth, ur-
banisation and income growth, West
Africa’s food system is changing. Con-
sumers are also changing their habits,
adding more variety to their diets,
turning towards processed foods that
are convenient to prepare and con-
sume, and attaching greater value to
other product attributes such as qual-
ity, healthfulness and packaging. This
shift in consumer habits will necessarily
drive the demand for increased post-
harvest activities in food production.
The design of food policies should
take these changes into consideration
as well as strive to balance the needs
of consumers and producers.

A look at price levels by food group
can provide interesting insight into
policy options. To begin with, there
is a clear hierarchy of prices across all
countries in the region, in that dairy
and fats/oil products are always the
most expensive foods while fish, cere-
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West African households would save 20-30 per cent in income if they bought

food at Indian prices
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als, fruits and vegetables are the least
expensive. Processed foods are more
expensive in absolute terms than in the
United States for many West African
countries, yet they are increasingly in
demand. Cereals remain an important
contributor to a household’s overall
food budget, but focusing on cereals
is no longer the only strategy for eas-
ing household budget constraints. For
instance, countries like Céte d’lvoire,
the Gambia, Ghana, Nigeria and Togo
should also be addressing the challeng-
es and constraints that hinder the de-
velopment of fruit and vegetable value
chains. In Ghana, we estimate that a
one per cent decrease in cereal prices
would lead to a 0.19 per cent decrease
in overall food prices, whilst a decrease
of the same amount in the price of
fruits and vegetables would have a
larger impact, leading to a decrease of
0.35 per cent. These previously “for-
gotten” food sectors will provide local
products and jobs for a growing mar-
ket of domestic consumers.

Unlocking the intraregional trade
potential of West Africa and expanding
its food market is a priority challenge.
The relatively high food price differen-
tial across the region — from -28 per
cent in Mauritania to +14 per cent in
Ghana relative to the regional average
- indicates the relative inefficiency of
the regional food market, which al-
lows price transmission but with signif-
icant transaction costs. Public actions
should focus on improving physical

infrastructure, enhancing customs ef-
ficiency, and developing and enforc-
ing necessary regulatory mechanisms.
These initiatives will all contribute to
lowering transport costs and ultimate-
ly food prices. A more comprehensive
trade corridor approach could provide
the framework to overcome the in-
vestment and institutional challenges,
and to facilitate regional trade.

Increasing productivity is at the
heart of the solution to limit increases
in price. Long-term food supply will be
determined by the amount of produc-
tive resources available for production
as well as the productivity of these re-
sources. Raising productivity will have
substantial impacts on prices and on
farmers’ incomes, eventually decreas-
ing rural poverty and making food
more affordable for the urban poor.
Many productivity-increasing solutions
are within the West African farmer’s
reach. Yet more — and better - invest-
ments in the agro-food sector are in-
creasingly required to respond to new
and growing demand. This will hap-
pen if the business case for investing
in increased productivity in the agro-
food sector can be effectively demon-
strated. Both public and private-sector
stakeholders need to be involved in the
process, while investment assistance
from abroad will be instrumental.
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