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Overview 2020 - 2022

* [n 2020 and 2021 the COVID-19 pandemic triggered a wave of social and
economic turbulences

* This included higher inflation, supply chain disruption and market
constrictions (labour/finance supply)

* In 2022 the Russian invasion of Ukraine compounded the pressures from
COVID pandemic

* The war triggered further wave of economic turbulence threatening to
undo post-COVID recovery measures by governments

* We discuss impact on PNG people, especially rural people
* We briefly look at the impact on two countries — Sri Lanka and PNG
* I[mplications for policy



Lessons from Sri Lanka

» Severely overpriced goods & services; reportedly 9 hours of electricity per
day

e Chronic undersupply of basic goods & services
* Long queues to buy limited food & gas
* Highly dependent on imported rice, wheat, sugar and imported fertilizer

* Government banned fertilizer imports Crop yields halved and spiralled
nation into a food crisis

* Currency depreciation, foreign reserves fell to lowest point
* Civil unrest culminated in overthrow of the Government
* Triggered an exodus of skilled and experienced people
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Lessons from PNG

* Inflated price of imported food, and fertilizer

* Any undersupply of basic goods & services, and periodic queues were
limited to cities and towns

* PNG is NOT highly dependent on imported rice

* High price of fertilizer is a function of inflation and govt tax. Oil palm
industry uses fertilizers

* Over 90 % of coffee and cocoa are produced by smallholders - no fertilizers
applied

e Harsh govt control and austerity measures. Lock downs in 2020 coincided
with coffee season. Rural coffee could not be transported out



Lessons from PNG (cont.)

* In 2022 one exporter stopped freighting commodities out of remote
highlands due to high fuel price

* Inflated price of fresh food in cities and towns (harsh control measures)
* Less money in communities (due to market transaction losses)

» Shortages of fuel is compounded by legacy issues of foreign exchange
shortages and Puma monopoly of supply of fuel

e Govt freight subsidy for fresh food sector

e Govt commodity price support
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2023 and going forward — Global Food
Insecurity Forecast

* Drought and climate change compounds food security issues
* Forecast looming El Nifio threat may threaten food security

* In July 2023 - Russia bombed Ukraine warehouses 60,000 tonnes of
wheat/corn burnt

e Russia pulls out of Black Sea Grain Agreement

* No end in sight for the war

* India bans export of rice (produces 40 %, exports to 140 countries)

* Immediately — Vietnam and Thailand increase the price of rice exports
* The Philippines — scrambling to increase rice buffer stocks

* Global rice supply could be significantly reduced which would raise prices.



Importance of subsistence sector

* 83% of food energy (staples plus some meat, fish and sugar) consumed is
locally produced.

* 76% of food protein consumed in PNG is locally produced.
* Imported rice and wheat-based foods provide less than 15% of food energy

 Subsistence food production is keeping pace with population growth (2.7-
3.1 % pa)

e Consumption of imported food (rice, wheat-based, meat, fish, and fresh
food) per person has been static or has declined since the mid-1990s.

 Rice consumption is 27-35 kg/person/year depending on financial
circumstances, except during major food shortages, such as occurred in

1997-1998.
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The Main Reasons that Impacts of Global
Economic Disruptions were limited in PNG

* Tough for businesses but, generally, PNG was insulated from global supply chain
issues and inflationary pressures

Lack of connectedness to global supply chains shielded PNG

Any shock to farmers was cushioned by multinational companies

Coffee and cocoa exports cushioned by exporters and protected smallholders

No smallholder coffee and or cocoa bean was left behind because of the global
supply chain disruptions

» Subsistence agriculture sector provides the greatest resilience to external threats
(except when a weather aberration occurs)

* Agility of smallholders to switch quickly to producing more local food to mitigate
against inflationary pressure and exchange rate devaluation



Policy Implications

* Biggest casualty of wars and weather aberrations is food & food systems

Overall, there was a minimal effect on PNG economy and people

Impact on Sri Lanka should serve as a warning

No food riots in PNG and no civil unrest, but this could change in the future!
* PNG could potentially benefit from what happens elsewhere by:
s*Improving / expanding diverse food systems

**Improving / maintaining functional supply chains linked to markets
**Improving value chain financing and efficiency of commodity supply chains

**Exploring opportunities in certification and specialty commodity production
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