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Context

 Concerns over food price inflation
are motivating policy decisions;

* FG recently announced a 150-day
suspension of import tariffs on key
commodities, including “wheat,
husked rice, maize, and cowpea”;

MORE NEWS July31,2024 ~ ADVERTSEMENT

FG suspends import duty on rice, flour,
other essential food items
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33.40% 2.28%
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PRESS RELEASE

* FG goalis to reduce the high prices faced by |
Nigerians with this short-term policy, pote ntially_> e SO A A AU S

Service (NCS) is pleased to announce that His Excellency, the President of the

S u p p O rte d by Ot h e r p O li C i e S u n d e r C O n S i d e rati O n Federal Republic of Nigeria Bola Ahmed Tinubu GCFR through the Honourable

Minister of Finance and the Coordinating Minister of the Economy, Olawale Edun

has approved the regulation for the implementation of a Zero Percent Duty Rate

S u C h a S m i n i m u m S u p po rt p ri C eS a n d gra i n (0%) and Value Added Tax (VAT) exemption on selected basic food items. This
policy is effective from 15th July 2024 and will remain in force until 31st December
reserves. A debate has commenced on the \

likely impacts of the policy.
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* This analysis will inform the Government of
Nigeria, partners, and stakeholders to el | o |
determine the extent to which the policy led A ————

to intended or unintended consequences.
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* This analysis: A first step towards assessing the
impact of the policy using IFPRI’s RIAPA
modelling system.




Current shares of imports and tariff rates

Shares of imports in total domestic demand and current tariff rates
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* Nigeria less relies on imports for maize, sorghum, millet, and beans to meet
domestic demand

* Tariff rates are generally low for food products included in the policy,
except for rice and wheat



Current consumption shares:

Shares in households total expenditures

30.0
W Rural poorest household quintile 27.0
25.0 m Urban poorest household quintile 23.7
20.0 m National
15.0
10.0
Maize Sorghum & millet Rice Wheat & flour Beans Total

* Maize, sorghum, millet, rice, wheat, and beans are more important for poorer households

* These food items account for 24% of total expenditure among the poorest 20% of rural households and
27% among the poorest 20% urban households

Not: rice includes both brown and milled rice, and tariffs are lifted only on un-milled rice.



Preliminary Findings

Economic growth
Inflation

Household consumption
Poverty

Hunger



The economic impacts are modest...

Differences in AFS GDP and employment from the base in 2024 (%)
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« Slightly negative impact on the total economy

* Slightincrease in agri-food system GDP (0.08%) driven by the positive impact on off-farm part of the AFS
(0.47% for GDP and 1.04% for employment)

* Anegative impact on primary agriculture because lowering import prices negatively affects domestic
producer prices for these sectors



...and modest impacts on inflation
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* Tariff-lifting lowers domestic consumer prices for these food items
including milled rice and wheat flour (on which tariffs have not been
suspended)

* However, the impact on consumer price index (CPI) is modest at 0.3%



However, consumption impact is positive
especially for poorer households

Differences in household real consumption by income qunitle from the base in
Q1 Q2 20243 Q4 Q5
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* Q1 isthe poorest 20% households, whose real consumption
increases by 0.31%, more than for any other household groups



The impacts on poverty and hunger are positive

Differences in number of poor and hunger people from the base in 2024 (in million

# of poor persons) # of hunger
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* More decline in number of the poor in urban areas than in rural areas

* However, the number of rural hungrE/ people reduces much more than
the reduction of urban hungry people




Next Steps

* Communicating findings to the government and
partners.

* Understanding the impacts beyond 2024, and
whether other key commodities should be
Included.

* Collecting additional data (import volumes, market
prices) to conduct related studies to provide more
Information to policymakers.



