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Foreword

This is a crucial moment for the world’s food systems. Hunger has been on the rise since 2015, and 3 billion people
cannot afford healthy diets. At the same time, food systems are placing unsustainable demands on the world’s water
and energy resources and contributing a hefty share of greenhouse gas emissions. All these trends were well under-
way long before COVID-19.

2020, which brought the pandemic, was a year of crisis. And the terrible loss and disruption experienced world-
wide will continue in many places through this year and even beyond. Increased poverty, food insecurity, malnutrition,
and unemployment have pushed the Sustainable Development Goals further out of reach for many countries, and
shone a harsh light on the disparities in our food systems. From these crises, however, have emerged many lessons.
Foremost among them is that transforming our food systems is a matter of utmost urgency.

2021 is a year of urgency but also of hope. Vaccines are being distributed, and the health and economic shocks
of the pandemic have stimulated creativity and reforms in the private and public sectors. The experience has
sparked a willingness to think beyond traditional perspectives — economic, technological, and political. 2021 is also
the year of global summits on food systems, climate, and nutrition. Together, this creates an unusual opportunity
for the world to choose radical change.

IFPRI is contributing evidence-based inputs for these critical global policy discussions and decisions, drawn from
its large set of analytical tools, data, and regional coverage. This year's Global Food Policy Report examines what
we have learned about the deficiencies in current food systems, the changes that are needed for system transfor-
mation, and what COVID-19 has taught us. It offers lessons that can help put the world on the path to food system
transformation for greater resilience, inclusion, efficiency, sustainability, and nutrition. IFPRI's analytical work during
the pandemic — conducted through both new initiatives and reconfigured ongoing research — illuminates the
impacts of the crisis in numerous countries and considers how policy can best address such shocks while also help-
ing to transform food systems for the future.

We hope that this report will support transformation by contributing to the discussions at upcoming global events,
and to the many national and local policy discussions and reforms that will be essential to purposeful transformation.
We look forward to working together to address the fundamental changes needed for a better future.

JOHAN SWINNEN

Director General
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Before the onset of the coronavirus pandemic, our food
systems already faced serious challenges in achiev-

ing equitable access to healthy, nutritious food for all;
environmental sustainability; and resilience to shocks.
COVID-19 has put the world further behind in reaching
the UN Sustainable Development Goals (SDGs).

COVID-19 caused widespread loss of livelihoods and
incomes, threatening the food security, health, and nutri-
tion of poor and marginalized people around the world.
Countries implemented a variety of measures to mitigate
these impacts, including expanded social protection; but
some impacts will be long-lasting.

Food system transformation must be pursued to regain
this lost ground and achieve the SDGs by 2030.

Yet the pandemic and associated policy responses
exposed weaknesses and inequalities within food sys-
tems, including among different world regions, rural and
urban communities, rich and poor populations, and dis-
advantaged groups such as women.

TRANSFORMING FOOD SYSTEMS AFTER COVID-19

Some food systems and sectors were more resilient than
others, depending on their structure, governance, and
roles of the public and private sector.

2020 offered lessons, innovations, and opportuni-

ties that can help make food systems more resilient to
future shocks and more inclusive, efficient, sustainable,
and healthy.

RECOMMENDATIONS

m Seize the opportunities opened by the pandemic —

including growing momentum and lessons learned — to
transform food systems to be resilient, healthy, efficient,

sustainable, and inclusive.

Use global events planned for 2021 — including UNFSS,
COP26, and the Nutrition for Growth Summit — to put
food system transformation prominently on the develop-
ment agenda.

Increase resilience for all food system actors through
actions that limit the frequency and severity of shocks,



improve communities’ ability to anticipate shocks, and
build capacity to absorb shocks. This will require better
access to finance; flexible social safety nets; competi-
tive markets and trade channels; and investment in rural
services, infrastructure, and R&D for improving food pro-

duction systems.

Promote the expansion and flexibility of social protec-
tion policies to protect vulnerable populations in times of
economic, health, or environmental crises.

Improve access to infrastructure and markets, especially
through provision of digital services for market and farm-
ing information, education, government interactions,
financial transactions, and logistics to reduce inequality
and facilitate resilience.

Seek innovative means of financing food system transfor-
mation, including through policies influencing consumer
spending and private sector expenditures and profits,
support for impact investment, and repurposing of pub-
lic funding.

The year 2020 was unprecedented in many ways. For rich

and poor countries alike, the coronavirus pandemic and
the associated policy responses brought a widespread
health calamity, economic hardship, severe disruptions
to services, and previously unimaginable restrictions

on movement. Many poor and vulnerable people have
faced serious threats to their immediate food security,
health, and nutrition. For the many countries that cannot
access or administer vaccines quickly, the pandemic will
be prolonged, with worrisome consequences for peo-
ple’s long-term prospects as a result of lost livelihoods,
malnutrition, missed education, and depleted assets.
The crisis has also highlighted and often accentuated
the weaknesses and inequalities already present in our
food systems, health systems, and economic systems that
leave the poor and vulnerable at risk. A year into the pan-
demic, loss of incomes, increased food insecurity, and
reduced access to healthy diets make it clear that food
systems must play a central role in putting us on track
to achieve the Sustainable Development Goals (SDGs)
by 2030. Food systems need to be transformed to meet
those goals, to better prepare us for the next shock, and
to benefit the world’s poor and vulnerable people and
the planet.
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Paradoxically, by upending our world, 2020 also
offered a wide array of lessons, innovations, and
opportunities that can transform our food systems not
just to make them more resilient but also to make them
more inclusive, efficient, sustainable, and healthy.
Although income losses caused dramatic declines in
food security and nutrition and increases in poverty,
food supply systems proved surprisingly resilient —
albeit with large differences across food commodities
and regions. Many countries rapidly introduced
measures to secure the flow of food products, and
governments expanded social safety net programs
in new ways to ensure food security. Private sector
innovations introduced along food supply chains by
both large companies and small and medium enter-
prises (SMEs) helped to overcome constraints such as
lockdowns; they also stimulated investments in tech-
nologies and partnerships to keep food supply chains
moving. Also importantly, in the face of the pandemic,
food systems often proved able to respond rapidly
and flexibly. As a result, the willingness and momen-
tum needed to change them for the better notably
increased in 2020.

The post-pandemic world thus affords us a unique
opportunity to fundamentally transform food systems.
The fate of billions of people, many of whom have
been pushed back into poverty, food insecurity, and
malnutrition, depends on quick and bold action.

A WORLD OFF TRACK

Prior to the pandemic, our food systems already faced
serious challenges in achieving equitable access to
healthy, nutritious food for all, environmental sus-
tainability, and resilience to shocks. After decades of
improvement, the number of hungry people in the
world had been rising again for several years, largely as
a result of economic slowdowns, conflicts, and extreme
weather events that contributed to food crises in many
low- and lower-middle-income countries.'

Much of the world is not on track to achieve inter-
national targets set for the next decade, including the
World Health Assembly targets for 2025 and many of
the SGDs. Many countries were already off track for SDG
2: Zero Hunger by 2030 before the pandemic worsened
the situation.” Our food systems have also failed to make
sufficient progress against malnutrition.” Many poor

TRANSFORMING FOOD SYSTEMS AFTER COVID-19

countries now face the triple burden of malnutrition,
that is, the coexistence of undernutrition, micronutri-
ent deficiencies, and overweight and obesity, and more
than 3 billion people worldwide cannot afford a healthy
diet (Chapter 3).% In addition, agricultural produc-

tion and other activities along the food value chain are
stressing our finite natural resources, biodiversity, and
the environment (Chapter 4). Globally, agrifood systems
consume more than 30 percent of energy and produce
more than 20 percent of greenhouse gases (GhGs).”
Climate change constitutes one of the greatest threats
to our and future generations.

Food system transformation is the clearest path to
overcoming the massive challenges ahead. What do we
need from our food systems? Ideal food systems have
five critical attributes (Figure 1).° They are efficient,
providing incentives and removing hurdles for the pri-
vate sector — from large businesses to smallholder
farmers — to deliver efficiencies all along the food sup-
ply chain, including in crop production, infrastructure,
food storage and transportation, and food consump-
tion. They contribute to global health, producing
affordable, nutritious foods, boosting demand for them
among consumers, and guarding food safety. They
are inclusive of smallholder farmers and marginalized
groups such as women, youth, the landless, refugees,
and displaced people, helping them to build decent
livelihoods and to benefit as consumers and partici-
pants in decision-making. They are environmentally
sustainable, using technological innovations, regula-
tions, and local collective governance approaches to
conserve and protect natural resources as well as bio-
diversity.” Finally, ideal food systems are resilient. They
must be able to bounce back quickly from more fre-
quent health, climate, and economic shocks, and also
provide poor households with stable livelihoods that
protect them from these shocks. Strengthening these
five food system attributes requires an enabling envi-
ronment for optimal food system policies, governance,
and accountability (Chapter 2).%

COVID-19 has highlighted the risk of shocks to
our food systems that can lead to multiple supply
and demand disruptions. At the same time, ongoing
climate-change-induced weather shocks continue.
Beyond these, other shocks affected poor countries
in 2020. Falling oil prices contributed to declines in
incomes and food security in oil-exporting developing



countries. Torrential rainfall in East Africa triggered
swarms of locusts, and many countries experienced
destructive flooding, typhoons, wildfires, hurricanes,
and tropical storms that broke natural disaster records.
With the likelihood that shocks, including pandemics
and natural disasters, will only become more frequent
(Chapter 4), resilience from the farm to the global level
must be a focus for food system transformation.

COVID-19 IMPACTS ON FOOD SYSTEMS

The pandemic and the policy responses adopted to
address it have affected our food systems from the
global to the local level, setting back already-uneven
progress and exposing weaknesses and vulnerabili-
ties. In IFPRI's recent book COVID-19 & Global Food
Security, we identified many different impacts of the
pandemic and pandemic responses on the world’s
food systems. This report expands on those insights,
looking at what we have learned in this first year of the
pandemic, with a view to transforming food systems
for the long term.’

LOSTINCOME

The pandemic’s impacts on food security have been
induced primarily by falling incomes. The World Bank
estimates that the global economy shrank by 5 percent
in 2020, with the greatest burden borne by poor peo-
ple. By the end of 2020, 95 million additional people,
mostly in Africa south of the Sahara, were estimated
to be living in extreme poverty.'® IFPRI research esti-
mates that the number of poor people globally is
likely to increase by about 150 million, 20 percent
above pre-pandemic poverty levels."" The experi-
ences of many countries confirm the importance of
lostincomes. A survey of mothers in Myanmar found
that median incomes declined by a third, leading to a
27 percentage-point increase in income-based pov-
erty over six months. In China, 18 percent of SMEs had
closed permanently by May 2020 (often due to lack of
consumer demand), representing a loss of 14 percent
of total jobs."

Remittance income was particularly affected
because of the pandemic restrictions on travel and
movement. In 2019, remittances represented more
than 10 percent of gross domestic product (GDP) in
seven African countries, and were also important for

FIGURE 1 Food system transformation goals

Food System
Transformation

Source: Based on S. Fan et al., "Food Systems for Human and Planetary Health:
Economic Perspectives and Challenges,” Food System Economics (forthcoming).

low-income Asian and Latin American countries.” As a
result of the pandemic, the global flow of remittances
has fallen by almost 20 percent, and flows to Africa

by 23 percent. This report’s Regional Developments
section examines this challenge in many countries,
from Yemen, where the reduction in remittances
lowered household incomes by 12.5 percent, to

China, where more than 10 percent of low-income
remittance-receiving rural households are expected to
fall back into poverty. Recent research also suggests
that restrictions on global travel and freight put into
place by rich countries to stop the virus's spread repre-
sented a larger economic cost for poor countries than
their own pandemic restrictions.'

DISRUPTION OF FOOD SUPPLY CHAINS

Food supply chains were disrupted by labor restric-
tions and falling demand, although impacts varied
along the value chains and between countries and
commodities (Chapter 6). Food services were particu-
larly affected, and many poor people lost jobs in urban

BEYOND THE PANDEMIC
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areas, especially in the tourism and restaurant sectors.
Traditional food systems, with few linkages beyond the
farm, and modern, vertically integrated systems were
relatively resilient. More vulnerable, however, were
food systems transitioning from traditional to modern,
which are characterized by longer supply chains and
still-fragmented storage, transportation, and services.
During the pandemic, these characteristics made it
more difficult for actors along transitioning food sup-
ply chains to access markets and to procure labor

and input supplies, which were affected by drops in
demand and government restrictions. For example,

in Myanmar, half of retailers of agricultural machinery,
such as tractors and combine harvesters, reported a
drop in sales of 70 percent or more. They attributed
this to movement restrictions as well as decreased
machinery imports and decreased local produc-

tion of machine parts.'”” Modern, vertically integrated
supply chains, with more options in terms of suppli-
ers and logistics as well as the ability to move many
transactions online, were most able to adjust to pan-
demic conditions.

Impacts on agricultural production and trade
were mixed. Both labor supply and perishable prod-
ucts were notably affected by mobility restrictions. In
Senegal, for example, small fruit and vegetable pro-
ducers were impeded by closure of traditional wet
markets and social-distancing requirements, leading to
food spoilage and lost income."® In many countries, the
pandemic struck during the agricultural season, and
mobility restrictions reduced the availability of labor
for harvesting and other farming activities, with the
most severe impacts on farms that rely heavily on hired
labor. In Ethiopia, for example, restrictions on mobil-
ity constrained the labor supply to rice farmers, about
75 percent of whom rely on hired day-laborers for
weeding and harvesting."’

Some countries responded to the pandemic with
trade restrictions reminiscent of their policy reactions
to the 2008/2009 food price crisis. Restrictions on
exports can reduce incomes of producers, and run the
risk of triggering food price spikes in importing coun-
tries."® According to IFPRI's Food Trade Policy Tracker,
19 countries introduced export restrictions, with
severe effects on importing countries, including some
of the poorest countries in Central Asia and Africa
south of the Sahara.'® Kazakhstan's ban on exports

TRANSFORMING FOOD SYSTEMS AFTER COVID-19

of wheat and other products in March 2020 affected
50 percent of neighboring Kyrgyzstan's food imports.?°
However, many of these restrictions were removed or
loosened in the second half of 2020, following strong
reactions from international organizations.

FOOD INSECURITY AND NUTRITION LOSSES

The impacts of rising poverty and reduced livelihoods
are reflected clearly in rising levels of food insecurity
and decreasing diet quality. For example, more than
a third of Bangladeshi rural and urban youth reported
moderate or severe food insecurity during the coun-
try’s lockdown period. Unsurprisingly, the highest
prevalence of food insecurity was found in groups
that had reported losing household income.?’ Coping
mechanisms reported by poor Bangladeshis included
not eating for an entire day and exhausting house-
hold food reserves. Rural Nepalese households found
themselves in a similar situation: preliminary surveys
found that even six months after an initial lockdown,
40 percent of households were using their savings to
cope, and more than 30 percent had reduced their
spending on food items.”?

Dietary quality and diversity were affected foremost
through declining incomes but also through trade and
movement restrictions that have disproportionately
affected the availability of nutritious perishable prod-
ucts. Several studies, including from Guatemala and
China, illustrate households’ dietary shift away from
more expensive nutritious foods, such as fruits, veg-
etables, and animal-sourced foods, toward cheaper
staple foods.”® In addition, lockdowns affected food
security and nutrition through public sector channels.
Lockdowns shuttered schools and daycare centers,
which provide critical meals and supplementary nutri-
tion to hundreds of millions of young children. India’s
Mid-Day Meal program, for example, covers 80 percent
of primary-school-aged children in the country, improv-
ing not only nutrition but also learning outcomes and
gender equity; the country’s school closures likely exac-
erbated food insecurity and malnutrition, especially for
girls and disadvantaged populations.**

The decline in food security and sound nutrition will
have long-lasting development effects. Early in the pan-
demic, IFPRI researchers and their colleagues projected
that even short lockdown measures implemented in
tandem with restrictions on mobility and food system



disruptions would lead to a 7 to 9 percent decrease

in gross national income (GNI) in most low- and
middle-income countries (LMICs), as compared with
pre-pandemic projections. Applying these estimates
to 118 LMICs suggested that moderate or severe wast-
ing (low weight-for-height) among young children
could increase by 14.3 percent, adding an estimated
6.7 million more wasted children in 2020.>°

MAGNIFYING DIFFERENCES
AND SHORTCOMINGS

The pandemic has been a stark reminder of the
greater vulnerability of the poor and other disad-
vantaged groups. Wealthier households in LMICs
generally experienced larger percentage declines in
income, primarily because they were likely to work
in industry and service jobs that were disrupted by
COVID-19 shocks and restrictions. Poor households,
however, suffered far more detrimental impacts on
food security, livelihoods, and wellbeing. Because
these households spend a larger share of income on
food, so loss of income increases their food insecu-
rity, and they have fewer assets to help them mitigate
shocks.”® In Ethiopia, for instance, poorer house-
holds were far more likely to report high stress than
were wealthier households.?” Food security and live-
lihoods were most negatively impacted in places
where food value chains were poorly integrated.”®
The pandemic has also disrupted vital services upon
which poor communities rely, including public sec-
tor programs for poverty alleviation, health, and food
and nutrition, such as school-feeding programs and
work-for-food programs.

The impact of COVID-19 on the rural-urban gap
is more complex.29 On the whole, urban households
experienced larger income losses because they rely
on income from industry and service sectors that was
severely affected by lockdowns and economic reces-
sion. For many urban poor, their sole productive asset
is their physical labor, which many were prevented from
using due to pandemic-related restrictions. Agriculture
and agrifood systems, with the exception of food ser-
vices and restaurants, have been more resilient, both
because consumers prioritize food when incomes
decline and because agrifood systems were generally
exempted from lockdowns and movement restrictions.

For this reason, the rural poor who depend on income
from agriculture and other agrifood activities were
partially buffered from the shock. Nevertheless, pov-
erty has risen in both urban and rural areas, and due
to larger rural populations living close to the poverty
line, rural areas account for more of the people pushed
into poverty. This reflects the particular vulnerability
of rural households and underscores how even small
income losses can lead to critical deteriorations in
welfare. Falling remittances from urban workers and
workers abroad have also spread the effects of urban
income losses to the rural poor.

Disadvantaged groups have suffered most during
the pandemic, due to the economic, legal, and
social barriers they already faced and their reliance
on informal work. Women account for 39 percent
of employment globally but incurred 54 percent of
total job losses during the pandemic, reflecting their
heavy representation in informal activities.>® In many
poor countries, women have experienced increases
in their already-heavy workloads. In an April 2020
survey conducted in rural India, about 50 percent
of households reported that women were spending
more time fetching water and firewood, in compar-
ison with earlier in the year.”" Stress on households
sparked by lost incomes and stay-at-home orders too
frequently leads to increased domestic violence that
most affects women and children. In Peru, researchers
reported that calls to the national domestic violence
hotline increased by 48 percent between April and
July 2020.* Yet, national policy responses have largely
failed to adopt a gender-sensitive approach, and risk
leaving women further behind. For example, Myanmar
increased the availability of low-interest loans to farm-
ers, an opportunity that women are less likely to make
use of than men because women are rarely legal
landowners.*?

Responses to the pandemic also amplified the
digital divide between rich and poor. Rich commu-
nities were able to rely on Internet services to access
schooling, market information, health services, and
more, while poor communities were left in relative
isolation. These impacts may be long-lasting; for
example, disruptions in schooling will likely lead to
lower lifetime earnings, poorer health, and less oppor-
tunity for many children in developing countries to
escape poverty.

BEYOND THE PANDEMIC
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Beyond this broad-brush description of the gaps
exposed by the pandemic, the Regional Development
section in this report also identifies important regional
and national differences in policy reactions, demo-
graphics, food and economic system structures, and
how these influence the pandemic’s impacts on citi-
zens. How the pandemic will evolve in different regions
and its long-term impacts are still unknown; we have
just a snapshot from 2020.

Countries in South Asia, for example, initiated strict
lockdown measures at the earliest stage of the pan-
demic, keeping COVID-19 cases low, and spent sizable
resources on their already-large social protection net-
works, on support to agriculture, and on maintaining
food price stability. But the region’s labor markets,
especially in the nonfarm and informal sectors, proved
to be fragile, due in part to their reliance on migrant
workers. The drastic reduction in international remit-
tances was also a big blow.

Similarly, countries in East and Southeast Asia suf-
fered from the loss of international and domestic
remittances, with rural households suffering the most.
The region has also faced a challenge in reaching the
urban poor, many of whom work in the informal sec-
tor and are not covered by existing social protection
systems. Expansion of regional trade, however, has
helped East Asian countries mitigate the impacts of
global trade restrictions; many exports, including agri-
cultural products, have been rerouted to China.

Central Asian countries quickly enacted policy
measures to contain the virus, but still experienced
a contraction in GDP, closure of SMEs, and isolation
of some segments of society, especially in rural areas
with poor digital connectivity. The pandemic also
exposed the weaknesses of many of the region’s econ-
omies, including dependence on remittances and on a
few trading partners and commodities subject to price
volatility. Fortunately, agricultural growth remained
relatively robust and intraregional trade mitigated
some of the pandemic’s effects.

Africa south of the Sahara has recorded rela-
tively few COVID-19 deaths, but short-term policy
responses and the global recession have inter-
rupted 25 years of economic growth, with decreases
in household incomes, lost employment, increased
poverty and food insecurity, and protests over lock-
downs. Some countries were able to invest heavily

TRANSFORMING FOOD SYSTEMS AFTER COVID-19

in social protection measures, but rates of coverage
remain low compared to the global average, and the
high costs of pandemic-response programs may risk a
fiscal crisis.

Latin America and the Caribbean have been hard
hit, due to a high level of urbanization and the ease
with which the virus spreads in dense environments. As
in other developing regions, employment in the infor-
mal sector, which lacks social safety nets, is common
and has been severely disrupted by movement restric-
tions. The region also has among the highest rates of
obesity and overweight, increasing the death rate, and
for many, the severity of the disease.

Finally, in the Middle East and North Africa region,
the pandemic led to falling remittances and incomes,
especially in the service and industry sectors. Food ser-
vices and tourism-related businesses suffered the most
severe disruptions, disproportionately harming urban
dwellers employed in those sectors, while other parts
of the agrifood system have proved more resilient.

A UNIQUE OPPORTUNITY FOR
TRANSFORMATION

Despite the many negative impacts of the pandemic,
the health, economic, and food disruptions have
opened opportunities for fundamental change.
COVID-19 magnified many long-term weaknesses,
such as persistent inequalities and poorly integrated
supply chains, that must be addressed. But it also high-
lighted the benefits of investments and policies that
have created an enabling environment for private sec-
tor innovation, with flexible markets and appropriate
infrastructure, and of sound policy systems that are
able to respond quickly and nimbly. The chapters in
this report examine the lessons learned about what
worked well and can provide building blocks for food
system transformation.

As of early 2021, there is considerable hope that
the rapid development and deployment of effective
vaccines will relieve the disease threat. However, the
emergence of new coronavirus variants, the difficulty of
ensuring an adequate supply of vaccines, and the chal-
lenge of vaccinating all people, particularly the poor,
is almost certain to prolong recovery in many places.
Although it seems increasingly likely that the world will
have to learn to live with the virus, its impact will ebb,



BoX1 INTERNATIONAL EVENTS TO PROMOTE FOOD SYSTEM TRANSFORMATION

Several major international policy events planned for 2021 can help build the necessary political will and provide momentum
for overhauling food systems to meet global goals. These global initiatives will help countries to tap into funding, research, and
communities of practice to build capacity for change.

The 26th United Nations Climate Change Summit (COP26) may be the most important UN summit since the Paris Agreement.
Amid worrying reports on the world's GhG emissions trajectory, despite the dip in emissions during the pandemic, COP26 represents
a chance for countries to pivot their post-pandemic recovery plans toward environmental sustainability. Given the large contribution of
plant and animal agriculture to GhG emissions and other natural resource degradation, transforming food systems to be sustainable
is critical to achieving environmental and climate change goals.

The UN Food Systems Summit aims to “launch bold new actions” to make progress on the SDGs, explicitly recognizing that
achieving each of the goals will require sustainable, healthier, and more inclusive food systems. The event is a powerful call for action
to change food systems at all levels. It also aims to create a system of accountability, under which countries will monitor and report
progress toward food system transformation.

The Tokyo Nutrition for Growth Summit will encourage governments, businesses, multilateral organizations, and donors to make
concrete financial, programmatic, and impact commitments in three focus areas: health, resilience, and transforming food systems so
thatthey promote safe, sustainable, and healthy foods. Other events in 2021 where food system transformation should be considered

include the World Trade Organization Ministerial Conference and the UN Biodiversity Conference (COP15).

allowing attention to focus on the longer-term agenda
of transforming food systems to be healthier and more
efficient, sustainable, inclusive, and resilient.
COVID-19, like other crises, has triggered reactions
from governments, the private sector, farmers, con-
sumers, and the international development community,
many of whom altered their roles, operations, and
behaviors in ways that were previously constrained by a
variety of political, social, technical, and economic bar-
riers. This normalization of out-of-the-box approaches
has fundamentally changed thinking about the poten-
tial of food system transformation, making this the
right time for the deep changes that are needed. As
the Global Panel on Agriculture and Food Systems for
Nutrition’s latest Foresight report states, transforma-
tion will depend on “the political will and courage to
reform outdated policies and a sustained commitment
to act.”>*
Upcoming global summits and new thinking have the
potential to be catalytic (Box 1), but the real transforma-
tion must occur in regions, countries, and communities
through policies, investments, and actions that adapt
and build on past successes and address weaknesses.
Financing these changes will also require innovative

approaches and mechanisms from the global to the
local level to support public and private sector invest-
ments in transformation (see the special section:
Financing the Transformation to Healthy, Sustainable,
and Equitable Food Systems, following this chapter).
What is encouraging is that the pandemic has already
triggered transformations within the public and private
sectors. In many cases, these short-run actions meant to
deal with an immediate crisis will have long-run benefits.
Since the pandemic’s onset, governments have
adopted a variety of response policies, from increas-
ing spending on health systems and vastly expanding
social protection to supporting private businesses.>®
Social protection efforts served to test the effectiveness
of pro-poor interventions and policies. Ethiopia’s flag-
ship Productive Safety Net Program, for example, offset
nearly all of the pandemic’s negative impacts on the
food security of participating households, especially
poorer households and those living in remote areas®® In
India, efforts were made to incorporate migrant workers
into social protection programs;>” and in Bangladesh,
cash transfers were substantially expanded. Other
efforts focused on the informal sector, composed of
small vendors who were especially hard hit: Burkina
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Faso, for example, created a fund for women who sell
fruits and vegetable in informal markets. Such actions
showcase ways to support small actors who are critical
to urban food systems.*®

The private sector’s experience sheds further light
on how food systems can become more resilient. Some
food systems have proved to be more resilient than oth-
ers, depending on their structure, ability to quickly adapt
to shocks, and the government's role in supporting value
chains.*® For example, large, vertically integrated fruit
and vegetable companies in Senegal, which can control
their suppliers, distributors, and retail locations, were
able to provide protective gear and safer transport and
invest in cooled storage capacity; as a result, they fared
better than smaller, less integrated companies.*®

Almost everywhere, businesses that were able to
digitalize quickly, from food delivery in urban areas to
market information provision in a mobile format, proved
to be far more resilient throughout the pandemic. Their
experience offers lessons about the potential for the
digital revolution — from drones monitoring crop quality
to the urban poor accessing mobile banking — to make
food systems more resilient.

Some innovations foster resilience while also con-
tributing to other attributes of an ideal food system.
For example, the emergence of SMEs devoted to
solar-powered transportation and cold storage of
fruits and vegetables can help make local food sys-
tems more resilient, environmentally sustainable,
nutrition-driven, and inclusive.

BUILDING A MORE RESILIENT FUTURE

The innovations in the public and private sector in
response to COVID-19 are encouraging, but much more
remains to be done. The chapters in this report pro-
vide a strong set of policy recommendations targeted
to different aspects of food system transformation and
to different regions and countries. Many of these focus
on inclusion, efficiency, health, and sustainability. The
pandemic is above all a test of resilience to a shock, and
so in this final section we focus on the lessons about
resilience in food system transformation. For many
countries, the end of the pandemic is not yet in sight,
and other shocks — including new diseases, conflicts,
natural disasters, and climate-change-induced disrup-
tions — are likely to become more frequent.

TRANSFORMING FOOD SYSTEMS AFTER COVID-19

Making food systems more resilient requires a set
of actions, many of which must be adjusted to local cir-
cumstances and food system characteristics. Three
types of measures are needed. First, the best way to
build resilience into our food systems is through shock
prevention, and when shocks can't be avoided, to
limit the frequency and magnitude of shocks. Some
ongoing vulnerabilities, such as those due to climate
change and inequality, were exacerbated during the
pandemic. Therefore, investing in mitigating predicted
multiple shocks now — for example, investing in climate
change mitigation — will reduce the likelihood and
magnitude of various shocks, such as droughts and
flooding, in the future. Another example is reducing
inequality. Promoting inclusiveness in economic sys-
tems is likely to reduce or prevent social conflicts that
are an important source of food insecurity and wel-
fare declines.

Second, resilience implies the capacity to
anticipate shocks. Information is crucial to help peo-
ple, businesses, and governments prepare for shocks.
Investments in early warning systems, development of
improved data and indicators, and digital technology
are examples of ways to increase access to informa-
tion. In the case of COVID-19, dynamic metrics for
tracking the transmission of the virus, including speed,
acceleration, and persistence of COVID-19 cases, and
indicators of the impacts of policy responses are use-
ful. Similar indicators should be developed for tracking
other potential shocks such as climate events, civil con-
flict, and pest infestations.*’ The Food Security Portal,
facilitated by IFPRI and supported by the European
Commission, provides data on dynamic developments
in food systems around the world, including food price
volatility, so that policymakers can respond in a timely
way.*? (See more about the resources offered by IFPRI
on page 18).

Increasing access to information and communications
for everyone can play a vital role in building capacity of
diverse groups to strengthen resilience. The rise of dig-
ital tools and services during the pandemic illustrated
how unequal access can affect people’s lives and liveli-
hoods. Governments must aim to close the digital divide
and ensure that all their citizens have access to the bene-
fits of the digital revolution, particularly in food systems,
by investing in rural energy, mobile ICT networks, and
big data analytic systems geared toward smallholders



and disadvantaged communities. The private sector also
has a critical role to play, as its investments in digital ser-
vices and e-commerce can open opportunities for the
integration of small farmers, SMEs, and consumers in
future food systems.

Third, improving the capacity of all actors in our
food systems to absorb shocks is the final piece of the
resilience puzzle. Capacity enhancement requires a
variety of instruments, such as better access to finance
(liquidity); flexible social safety nets; lower transaction
costs in value chains; competitive markets for inputs,
outputs, and logistics; reliable trade agreements;
investment in rural services, infrastructure (including
digital connections), and R&D for improving food pro-
duction systems; and more. At the global and national
levels, multilateral financial institutions will need to
address the liquidity constraints of many developing
countries. Small producers and SMEs need access to
credit, capital, and insurance to mitigate risk. Social
safety nets can protect the most vulnerable people
from shocks and also lead to gains in welfare and
food and nutrition security. Conditional cash transfer
programs, for example, have proven impacts on pov-
erty reduction, household food consumption, and
dietary diversity.*> These transfer programs can also
be used to build up women's control over resources,

enhance their empowerment, and strengthen their
social networks.

In sum, a wide set of measures are needed to make
our food systems more resilient. The ongoing pan-
demic has shone a harsh light on the vulnerabilities
of our food systems, but has also proved that food
systems can be resilient and that adaptations and inno-
vations can be greatly accelerated. Food systems in
developing countries have typically been less resilient
and more vulnerable, causing the greatest harm to the
poor and disadvantaged. Looking forward, measures
for resilience need to be embedded in longer-term
transformation strategies to make food systems more
efficient, inclusive, sustainable, and healthy. In address-
ing resilience, we must pay special attention to the
most vulnerable households and communities in our
food systems.

All this requires a purposeful transformation of our
food systems, globally and locally. Careful research
and analysis are required to identify the most effec-
tive measures for such a transformation. The chapters
in this report provide a series of evidence-based ideas
and recommendations — supported by high-quality
research, some produced over a span of decades and
some in the midst of the pandemic — for making such a
transformation possible.

BEYOND THE PANDEMIC

17



TOOLS AND RESOURCES

AGRICULTURAL PRODUCTION
AND STOCKS MONITOR
Visualizing production and

COVID-19 FOOD
PRICE MONITOR
Providing daily updates of food

stocks of key crops at global and price movements in wholesale

country levels, with comparisons and retail markets in key coun-
to levels during the 2008-2009 tries in South Asia and Africa
food price crisis. south of the Sahara.

COVID-19 POLICY
RESPONSE PORTAL
Capturing policy responses to

Monitoring restrictions on food
exports and trade and their
the pandemic, including pop- impacts on food imports.
ulation restrictions, social
protection, trade, health, fiscal,

and monetary measures.




MEASURING IMPACTS AND
PRIORITIZING POLICIES

FOR RECOVERY

IFPRI's researchers, working
together with governments and
local partners in many African
and Asian countries, are evalu-
ating the pandemic’s economic
costs and identifying policy pri-
orities for relief and recovery.

XS

COVID-19 BLOG SERIES @Psfmgr@

This special series of IFPRI blog ‘F" gl
posts, running since the onset FXAP';OR
of the pandemic, analyzes the :‘ﬁi-‘; )

® s

impacts on national and global
food and nutrition security, pov-
erty, and development.

To learn more about the impacts of COVID-19 around the world, visit our webpage on

“IFPRI Resources and Analyses of COVID-19 Impact” for events, blogs, videos, podcasts,

and publications, as well as access to additional tools and resources:

ifpri.org/covid-19.

RESEARCH HUB

CGIAR COVID-19 HUB

The COVID-19 Hub provides a
coordinated research response
to the global pandemic, focused
on national response and recov-
ery work across CGIAR research
themes. Convening researchers, funders, and
key stakeholders, the Hub works across four
research areas to support country responses
and address food system fragilities to build back
better. Hosted by the CGIAR Research Program
on Agriculture for Nutrition and Health.

DATA FOR FOOD
SYSTEMS RESEARCH
By providing open-access data-

sets, IFPRI supports research,
innovation, and evidence-based
policymaking. More than 500
primary and secondary datasets cover a range
of topics relevant to food systems drawn from
experiments, field trials, simulations, geospatial
analysis, macroeconomic analysis, and socio-
economic household and community-level
surveys. Datasets are shared through the

IFPRI Dataverse online repository, hosted by
Harvard Dataverse.
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Our agrifood systems must undergo profound change to
address the interlocking challenges of persistent rural pov-
erty, climate change and environmental degradation, and
the triple burden of malnutrition. Food systems are largely
market driven — through the production choices of farm-
ers and large and small businesses in food trade, transport,
distribution, and services, as well as by consumer choices.
But governments can steer the decisions made by these
actors through policies, regulations, and investments in
public goods (such as infrastructure), many of which are
discussed in this report. These instruments can also lever-
age private sector finance for investments in food systems.
Transformative change toward climate-resilient, sustain-
able, inclusive, and healthy food systems, however, will
require fundamental reorientation of market incentives
and investments.

Purposeful transformative change will also require adequate
finance. Estimates of the financing needs for achieving the
UN’s Sustainable Development Goals (SDGs) are substantial,
ranging from US$50 billion to well over $1 trillion per year
over the next decade, depending in part on which SDGs are
included.”

How can we mobilize the necessary resources? Here, we
present a basic framework of key fiscal and financial mecha-
nisms to help orient an actionable agenda. This framework is
built around six intervention areas for both incentive reform
and financial resource mobilization to promote investments
in food system transformation: (1) consumer expenditures
on food; (2) agrifood business profits and savings; (3) fiscal
measures (public expenditures and taxes); (4) international

public finance (official development assistance [ODA] and
nonconcessional lending by bilateral donors and multi-
lateral development banks [MDBs]); (5) bank finance; and

(6) capital market finance (Table 1). The first two areas of
intervention and financing sources can be considered “inter-
nal” to food systems’ economic actors, while the other four

Iu

are "external” to them.

Food system transformation will require a fundamental
rethinking of existing financing mechanisms. This rethinking
should be guided by four key objectives: (1) repurposing
finance and public support to promote better food sys-
tems in each area/funding source; (2) reducing finance
that is destroying or degrading the natural-resource base
of food systems; (3) optimizing finance through de-risking
investments in better food systems; and (4) scaling up and
leveraging finance flowing to investments in better food
systems.”

Consumer expenditures are a critical driver of food system
outcomes. They not only reflect dietary choices and people’s
ability to access food, which are key to nutritional and health
outcomes, but they also form the demand side of the market
for food producers and intermediaries. Consumer spend-
ing determines the revenue stream for food retailers and for
suppliers in both downstream and upstream segments of
food supply chains, thus influencing potential net profits of
these actors and their investment choices. Therefore, pub-
lic policies that affect consumers’ incomes and their food
options and choices will also shape investment decisions
and financing requirements of farmers, agrifood businesses,
and commercial and food service operators. Policy tools that
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can be useful for influencing food demand (both its level
and composition) include nutritional and environmental edu-
cation, targeted taxes and subsidies, and food standards
and other regulations, as well as income and nutrition sup-
port through social safety nets.

Significant private sector investments are needed to
transform our food systems and achieve the SDGs. These
efforts will have to come from all private actors — from
small-scale farmers and agrifood businesses to large-scale
global and national food processors, retailers, and aggre-
gators. Public policies can influence the size and allocation
of those private investments and operating expenditures.
Macroeconomic and trade policies, for instance, can improve
the general business environment by fostering price stabil-
ity and competitiveness for domestic production. Through
targeted provisioning of public goods, such as support for
appropriate education and skills training, R&D, and basic
infrastructure, governments can promote a wide range of
changes, such as better access to markets for smallholders
and the development and adoption of sustainable produc-
tion. Within food value chains, institutional reforms and
policy initiatives that help improve market functioning and
de-risk private sector investments will attract resources for
investments that would otherwise not occur. Such initiatives
would typically aim to improve the competitive operation
of markets, strengthen contract-farming systems, improve
access to value chain finance, and strengthen risk manage-
ment. Credit guarantees and robust markets for innovative
insurance, such as parametric (for example, weather-indexed)
insurance, could help strengthen risk management.
Environmental regulations (such as those protecting for-
ests and ecosystems) plus expanded programs of payment
for environmental services, along with food quality regula-
tions and standards and stricter labeling requirements, could
trigger shifts in private investment toward sustainable pro-
duction of more nutritious foods.

Fiscal measures intended to influence consumer demand
and agrifood sector profits and investments for food sys-
tem transformation will have to be aligned with overall
government fiscal priorities, on both the expenditure and
revenue sides. In the context of a broader public expendi-
ture review, an essential starting point would be to rethink
existing subsidies and other support measures for agricul-
tural production and food consumption. Based on OECD
estimates for 54 countries, these support measures added

up to about $600 billion per year in 2017-2019, of which
about 56 percent was incurred as a direct fiscal cost in the
form of coupled and uncoupled subsidies and other gen-
eral support expenditures for producers; 11 percent as fiscal
expenditures that support food demand by consumers; and
the remainder being the imputed costs of international trade
measures, primarily implicit transfers from consumers to
producers.’ These agricultural support measures have been
maintained over a long period of time in many countries and
have contributed to the current unhealthy and environmen-
tally unsustainable production and consumption patterns.
Repurposing this existing agricultural support to forms that
align with the objectives of food system transformation thus
seems to offer a firstimportant step toward reorienting

both consumer demand and private investment decisions. It
should be noted that currently more than half of all agricul-
tural supportis provided by developing countries, though
only abut $50 billion of that is provided in the form of subsi-
dies by developing countries other than China.

However, countries with limited fiscal resources have lit-
tle funding that can be repurposed. The global recession
provoked by the pandemic and lockdown measures have
severely weakened the fiscal position of most countries in
the world, particularly low-income countries, limiting their
capacity to counteract adverse economic impacts and pro-
tect the poor.* Economic recovery is likely to be slow in
low- and lower-middle-income countries and may be quite
challenging without sustained external financial support to
strengthen their budgets.”

Here, concessional and nonconcessional international
public finance could make a difference, if scaled up sub-
stantially. According to the latest numbers (2019), current
funding allocated to agriculture, rural development, and
food security is limited, amounting to about $17 billion per
year, of which about $12 billion is provided as ODA, with an
additional $2 billion for emergency food assistance.®’ The
global recession has put further pressure on already vulner-
able donor aid budgets. Nonconcessional loans from the
World Bank and regional MDBs mainly go to middle-income
countries, and net flows (that is, disbursements minus repay-
ment of previous loans) are even lower than those of ODA.
Substantially increasing net flows would require commen-
surate expansion of the capital base of the MDBs. Yet, even
if somewhat limited in scale, lending from these sources
could have greater impact if used strategically to support the
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realignment of national public spending mentioned above
and to leverage blended forms of finance designed to de-risk
private sector investments in sustainable food systems.

External sources of financing — namely, loans from the bank-
ing system or financial operations in capital markets — can
expand and supplement the internal sources mentioned.
Financial institutions and investors tend to perceive invest-
ments in agriculture and agrifood systems as being of high
risk and low return. Regarding the banking system, existing
macroeconomic policies, regulatory frameworks, finan-

cial instruments, and delivery systems need to be carefully
reviewed in each country context to identify the obstacles
that constrain access to finance for agrifood businesses,
especially for small-scale farms and small and medium
enterprises (SMEs). Removing or reducing these obstacles
within the broader financial system is important to ensure
access for these and other often-marginalized actors. Many
efforts to improve financial inclusion have focused on spe-
cialized mechanisms, such as microcredit schemes or
mobile payment systems for the poor, but although these
mechanisms can improve financial inclusion, they generally
cannot provide finance on the scale needed to induce trans-
formative change. For this, credit supplies from the broader
banking system will be needed, as well as other financial
services for farmers and SMEs in food value chains.

To this end, improving the business environment and incen-
tives for agrifood system transformation, including the
instruments for de-risking as well as fiscal and macroeconomic
measures that raise the profitability of sustainable and healthy
food production will be essential. Depending on the context,
strategic use of government or donor-supported develop-
ment finance to mobilize commercial bank lending, as well as
provision of seed money for the development of cooperative
savings and loans associations and digital payment platforms
for farmers and agrifood businesses could catalyze significant
shifts in commercial bank lending. As part of this reorienta-
tion of financial systems, renewed consideration could be
given to allowing national development banks as well as cen-
tral banks to engage in development financing in low- and
lower-middle-income countries with underdeveloped cap-
ital markets. In the 1960s and 1970s, both types of financial
institutions played a substantial role in financing rural and
agrifood sector development in a number of developing
countries through dedicated lines of credit. In subsequent
decades, the role of national development banks and

"developmental central banks” was largely curtailed, a deci-
sion that should be reassessed.’

Global and national capital markets offer another major
potential funding source for transformative investments

in agrifood systems. For instance, in 2020, the issuance of
“green bonds” exceeded US$1 trillion. Other options are
impact investors, investors with environmental, social, and
governance (ESG) requirements, sovereign funds, and a
variety of other potential institutional and private investors,
all provided that the investable vehicles and financial struc-
tures meet the risk/reward profiles and other conditions that
those economic actors expect. At present, however, invest-
ments in projects and financial vehicles related to agrifood
system transformation are small, possibly because many
ventures are considered high risk. Also, transaction costs to
develop “"bankable” projects and to design and launch new
categories of asset classes are high. To overcome these hur-
dles, one possibility is to create a special facility for project
preparation, incubation, and acceleration. This facility would
help investors and food sector actors develop a portfolio of
projects and investable financial instruments with the ade-
quate balance of risk and return to mobilize the funds of
investors seeking stable, long-term returns while supporting
aspects of the SDGs, such as socially and environmentally
sustainable food production by small producers.®

Additionally, as noted, official international finance, pub-
lic sector expenditures, and even philanthropic funds can
be used as blended finance, guarantees, absorption of
“first losses,” and other means to de-risk private invest-
ments. Digital innovations (such as crowdsourcing and
investment-opportunity exchanges) could also reduce the
transaction costs of connecting small and medium inves-
tors with options for financing transformative activities in
food systems.

In sum, substantial financial resources will be needed to
transform food systems in ways that contribute to achiev-
ing the SDGs. The variety of funding sources and policy
interventions to finance such transformation outlined here
should be further explored and acted on. The first-ever UN
Food Systems Summit in 2021 will provide a crucial forum
for transforming these ideas into concrete action areas to
repurpose, reduce, optimize, and scale up finance, and to
identify how financial innovation can contribute to the trans-
formation of our food systems.
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TABLE 1 Sources of funding and areas for realignment of investment incentives

AREAS FOR INCENTIVE
REFORM AND
FINANCING SOURCES

POSSIBLE POLICY INSTRUMENTS

CONSUMER SPENDING
ON FOOD

FARM AND AGRIFOOD
BUSINESS PROFITS
AND SAVINGS

PUBLIC SECTOR FINANCE

CONCESSIONAL ODA

AND NON-CONCESSIONAL
LOANS BY MDBS

AND BILATERAL AGENCIES

BANKING SYSTEM

CAPITAL MARKETS

Nutrition education

Regulations and stricter labeling requirements and food standards to support healthy,
sustainable diets

Consumer taxes on unhealthy and unsustainably produced foods and subsidies to
support healthy, sustainable diets

Social safety nets with nutritional aspects

Macroeconomic and trade policies for sustainable, healthy diets

Producer taxes on unhealthy and unsustainably produced foods, and subsidies to
support nutritious and sustainable food production

Provision of public goods (infrastructure, R&D)

Policies and regulations for market competition, contract farming, and value-chain
financing

Regulations and food standards to promote healthy, sustainable diets

Public expenditure reviews with an expanded focus on SDGs, particularly those
related to nutrition, poverty, environmental sustainability, and employment

Reallocation of resources from existing agrifood sector support to promote healthy
diets and sustainable production.

Budget support to low- and middle-income countries to enhance fiscal resources and
for reprioritization of public expenditures in support of achieving the SDGs

Loans and grants to prepare specific projects and de-risk private sector investments

Strategic use of blended finance mechanisms to de-risk lending for agrifood system
transformation

Seed money to develop cooperative banking and digital platforms
Unconventional monetary policies to finance specific interventions, including through

"development finance” by central banks and reassessment of the role of national
development banks

Creation of a project preparation/incubation/acceleration facility to develop projects
and investable options for private sector environmental, social, and governance (ESG)
and impact investors, and other potential actors in capital markets

Use of ODA, MDB lending, and public budgets to de-risk agrifood investment
ventures and to leverage blended finance

Digital and other institutional arrangements to link potential investors with opportunities
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KEY MESSAGES

m Policy responses across countries have followed a similar
course — beginning with lockdowns and health measures,
then shifting toward fiscal, monetary, and social protec-
tion interventions — as the pandemic progressed.

m Policymakers must balance critical trade-offs among
policy actions and spending priorities for health, food
systems, and economies. This requires a multisectoral
perspective and clearly defined values.

B Rapid policy actions must build on existing systems;
therefore, the quality of established policy and delivery
systems is an important determinant of success.

B Three broad features of policy systems — adaptability,
coherence and coordination, and efficacy — contribute to
the success of public policies.

m Policy system efficacy requires state capacity for admin-
istrative efficiency and appropriate enforcement, as well
as citizen trust in government.

® Rolling out and scaling up innovations during crises
depends on an underlying business environment that
enables decision-making and experimentation in part-
nership with the private sector.
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RECOMMENDATIONS

m Build effective and resilient policy systems and programs
to enable decision-makers to respond to future crises in
an informed, timely, and cohesive manner and in a way
that builds credibility and confidence among citizens.

® Increase understanding of the interplay of health, eco-
nomic, and social policy actions, gather more data, and
review experience to aid decision-making.

m Develop robust public systems for the poor and vulner-
able, such as social protection, nutrition, and education
programs that can be quickly scaled up and adapted.

® Support an enabling business environment to spur
private innovation in food systems, particularly by small
and medium enterprises.

m Develop processes for policy coordination and increase
capacity of policymakers to work across multiple sectors,
vertically, horizontally, and temporally, to address crises
and support transformation toward more resilient
food systems.



COVID-19 has presented a dramatic challenge that
requires a rapid and far-reaching response by govern-

ments. Most countries have taken action with new or
revamped policies to address the spread of the coro-
navirus and its impacts, but their responses have been
complicated by limited funds, capacity, and lack of
experience with such a crisis. As the pandemic and the
associated economic recession evolve, policymakers
must balance critical trade-offs among policy actions
for health, food systems, and economies. Government
actions to control virus transmission have disrupted
the movements of people and goods, services, and
remittances — globally, regionally, nationally, and
locally — and consequently disrupted economies and
food systems. For the world’s poor and vulnerable,
particularly those who rely on labor for their liveli-
hoods, the impacts have been severe (see Chapters
3,5, and 6). In this chapter, we describe the evolution
of policy actions taken over the past year to address
these health and economic crises; examine the inter-
connections and balance of policy actions across
public health, food systems, and the wider economy;
and discuss how the world can build more resilient sys-
tems moving forward.

EVOLUTION OF POLICY
RESPONSES TO COVID-19

As COVID-19 spread around the globe in the early
months of 2020, many countries initiated an emer-
gency response intended to limit viral transmission,
reduce economic impacts on vulnerable groups, and
protect financial and corporate activity.' Figure 1
depicts the evolution of public health, food system,
and economic policy actions, using a graph of dis-
ease occurrence over the first year of the pandemic
linked to key policy actions taken by six representa-
tive low- and middle-income countries (LMICs) (Box 1
provides further description). For the sake of simplic-
ity in our discussion here, we break the evolution of
pandemic policy responses into three phases: emer-
gency response, recovery, and resilience. Emergency
response measures have focused on urgent interven-
tions such as health measures to control coronavirus
transmission and rapid support to severely affected
households and businesses. In the recovery phase,
additional short-term analysis of impacts supports
more targeted policies and sectoral investments as well
as adjustment of health measures and implementation
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of vaccination plans. The rebuilding phase should
develop longer-term policies and strategies for sus-
tainability and resilience of food, economic, and health
systems. However, the actual pattern of both disease
and policy evolution is more complicated, with sub-
stantial overlap in implementation of these phases,
which is not surprising given the unpredictable nature
and persistence of this coronavirus. Most countries are
still in the response and recovery phases.

In the initial emergency response phase, rapid
action was essential to address the fear and pessi-
mism of individuals and institutions, and included
lockdowns to limit deaths and avoid overwhelming
health systems, as well as economic stimulus measures
to address the loss of incomes. Domestic and inter-
national financial resources were mobilized quickly
in many countries. While the hope was that these
emergency responses would eliminate or greatly
reduce coronavirus infections, this effort failed in
most countries. Infection spread has followed some
predictable patterns linked to population density,
demography, and seasons, but these are invariably
complicated by hard-to-predict waves of infection and
“super-spreading” behaviors and events.” As a result,
initial emergency health responses were adapted
during subsequent disease waves.

As economic, food security, and social challenges
of the pandemic became apparent, countries began
to adopt short-term economic and financial mea-
sures to facilitate a medium- and long-term pandemic
response that would spur recovery and promote
resilience. Social protection and other programs to
support vulnerable populations were expanded or put
in place over the course of the year. Near the end of
2020, attention began shifting to recovery measures,
such as planning for vaccinations.

The unprecedented nature of the pandemic has
meant that policymakers had little evidence to draw on
for choosing policies during initial stages. Impressive
efforts started early and continue to collect, collate,
and analyze a wide range of pandemic-related policy
actions taken by different countries; these are making
a wealth of information available to policymakers. One
widely used policy aggregator is the Oxford Global
Directory for COVID Policy Trackers and Surveys.?
Many of these efforts aim to compare and contrast
country policy experiences, but such comparisons
are challenging given the range of country contexts,
resources, and capacities for responding to the crisis.*
In general, policymakers relied on broad principles
and guidance, which they adapted to the evolv-
ing national and subnational conditions they faced,

BoX1 COUNTRY CONTEXT, CORONAVIRUS INFECTIONS, AND POLICY RESPONSES

The policy actions taken by the countries included in Figure 1 reflect their unique circumstances, infection dynamics, and societal
disruptions. Bangladesh, a densely populated, lower-middle-income country, faced an acute double challenge of coronavirus
transmission and loss of livelihoods for its many poor day-laborers. Strict lockdowns were not accepted and could not be enforced, but
COVID-19 cases remained relatively stable. Without large-scale social protection infrastructure, financial stimulus was the main policy
response. Neighboring Myanmar was able to implement an initial temporary lockdown that limited cases, but it had to be reinstated
in a major city when a new wave of infection occurred. Egypt's main challenges were the loss of tourism and remittance incomes
and its effect on households and businesses. Strict lockdowns were avoided and COVID-19 cases remained relatively controlled,
allowing policymakers to focus on support to households and businesses and to consider longer-term measures to enable efficiency,
effectiveness, and competitiveness of food systems (see Box 2). In Rwanda, social compliance with rules and regulations is high,
and the country managed to control infections with targeted lockdowns and move quickly to economic recovery. Zambia also used
targeted lockdowns while implementing social protection programs; however, the country faced a marked second infection wave late
in 2020, and a government debt crisis will limit subsequent stimulus. Finally, Honduras implemented strict lockdown measures
but other concurrent crises, including hurricanes Eta and lota, overwhelmed an already fragile healthcare system. Emergency social
measures focused on household food supplies. See also comparable figures in the Regional Developments section of this report.
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Box2 POLICY PRIORITIES IN EGYPT

Dr. Ahmed Kamaly, Deputy Minister, Egyptian Ministry of Planning and Economic Development

At the outset of the pandemic, the Ministry of Planning and Economic Development had to assess the impacts on various components
of GDP, including employment, poverty, and the balance of payments. To gain a comprehensive assessment, we consulted with other
ministries, business associations, civil society, and academia. We tried as much as possible to rely on evidence-based policymaking
because with this type of crisis, and the huge uncertainty around it, nobody knew what was going to happen. So, we turned to many
sources of information, including the UN agencies, IFPRI, IMF, World Bank, and other entities.

Although we had many priorities, there were a few areas we felt needed to be especially targeted. For instance, at the beginning
of the crisis, we recognized that informal workers were going to be badly affected and therefore, we provided unemployment benefits
to these individuals, which we continue to do. We further anticipated a big hit in the tourism and manufacturing sectors and tried to
identify policies to support those sectors. We also aimed to support ICT-based solutions because ICT s both the future and essential
for mitigating the negative impacts of COVID-19 on other sectors. In addition, we provided some financial support to help businesses
cover their operational expenditures and thereby prevent bankruptcies.

While it is important to track the costs versus benefits of different policy actions to determine whether to continue them, this is
very difficult to do in response to COVID-19 because we adopted bundles of policies simultaneously and identifying theirimpacts will
take time. However, the crisis has also taught us that with shocks, there are some opportunities. So, we are now looking at how we
should reform our business climate and increase the productivity of our supply chains to be more competitive when this storm passes.
In addition, the pandemic has highlighted that while social protection is key for helping the poor, poverty is only a symptom of the root

problem, which is the lack of decent jobs in Egypt.

Note: These are personal observations and should not be construed as the official positions of the ministry.

including national public health, economic, and socio-
political contexts. Our interviews with policymakers
reflect the different perspectives they considered in
the short and medium terms (Boxes 2 and 3).

Given the urgency of the pandemic, implementa-
tion of policy actions had to build on existing systems
and programs; thus the quality of the established pol-
icy and delivery systems was an important determinant
of success. For example, early policy responses often
expanded and adapted existing social protection
programs (Chapter 5). This was effective in Ethiopia,
where the well-established Productive Safety Net
Program was expanded.” While these social protection
programs are relatively common in middle-income
countries, there were few such programs to build on
in many low-income countries. Also, the limited fiscal
capacity of low- and lower-middle-income countries
has meant that, after the initial emergency actions,
critical decisions and trade-offs had to be made, for

example, selecting which people and places to target
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with the limited funding available. In some countries,
such as Zambia, debt burdens may preclude any addi-
tional government action.

What has this meant for food systems? In most
countries, established agrifood policies and objectives
supported a long-term food system transformation
agenda focused on job creation and healthier and
sustainable diets (as described in IFPRI's 2020 Global
Food Policy Report).’ However, implementation lags
and new issues that surfaced during the pandemic
should lead to adaptations to better support recov-
ery and build resilience. While primary agricultural
production was often considered a priority sector for
ensuring food security and so exempted from pan-
demic restrictions, food marketing and services usually
were not. In the absence of targeted policies to bal-
ance restrictions on food markets and services with
longer opening hours and more space, these oper-
ations suffered extensive disruption.” In Nigeria, for
example, primary production declined by 15 percent



BoX3 POLICY COORDINATION AND OPPORTUNITIES IN NIGERIA

Dr. Andrew Kwasari, Senior Special Assistant to the President on Agriculture and Head of the Project for Agriculture
Coordination and Execution (PACE), Office of the Vice President of Nigeria

Coordination isaveryimportant consideration for the Nigerian governmentasit confronts COVID-19. At the beginning of the pandemic, the President
of Nigeria constituted a committee chaired by the Vice President. This committee included five sectors viewed as key for the country: agriculture,
trade and investment, works and housing, minerals, and petroleum and gas. Along with the minsters for these sectors and technical support staff, an
Economic Sustainability Plan (ESP) was developed that became the main framework for coordinated policy action. During the process of developing
the ESP, the Vice President consulted with the Nigeria Governors’ Forum. We selected one governor per geopolitical zone who then consulted with
other governors in their zones, and then we had a series of virtual meetings at every stage of the ESP to ensure broad stakeholder support. We also
consulted widely with commodity associations, regionally based think tanks, and captains of industry in agriculture, such as Aliko Dangote.

We realized very early on, from both our own analyses and those of international organizations and consulting firms, that agriculture could be
badly affected by the coronavirus. We anticipated that there would be food shortages globally as countries prioritized their own food security over
international food trade. At the same time, our main source of foreign exchange - oil and gas — was hit by low demand due to shuttered industries
and a rift within OPEC (Organization of the Petroleum Exporting Countries). So, we realized that due to reduced potential for importing food, it was
critical to protect our national food system and our rural populations from the virus. We decided to focus on support for local production by providing
farmers with needed inputs and finance and solving logistical barriers along the food chain. For example, governors originally were stopping trucks
at their state borders, but the President, Vice President, and the Federal Minister of Agriculture and Rural Development intervened to allow trucks
with farm inputs and food to continue their operations. In doing so, we collaborated with the National Union of Transport Workers to ensure they
confirmed trucks only with those materials could cross state borders.

Despite the economicand health costs, there have been some real opportunities due to COVID-19. For instance, we realized that if we were going
to make agriculture more resilient and help entrepreneurs view agriculture as a business, we needed a database of farmers to identify where they
are located and how best to support them. With financing from the federal government, technical staff from the states, and the development of the
Nigerian Agricultural Assets Survey App, we trained young enumerators across the country to register farmers, collect their farm GIS information,
and gather other information about the commodities they cultivate. By the end of 2020, we had 5.4 million farmers registered. We subsequently
worked with a variety of commercial banks, and now 2.3 million of these farmers are financially included in the banking system. By creating this
digital database of farmers, we also now have ways of depositing subsidy transfers for agricultural inputs into their bank accounts. In this way, we
have leveraged different technologies to strengthen the food system to face future crises.

Note: These are personal observations and should not be construed as the official positions of the government.

and food services by 80 percent.® Trade and marketing
of cereals and other staples were relatively unaffected,
although some standard shock responses, such as
restricting cereal exports (for example, rice from Viet
Nam), were implemented temporarily. Supply chains
for perishable products often suffered the great-

est disruptions, in part because of concerns over the
safety of animal-sourced foods.” On the positive side,
these disruptions also accelerated private sector inno-
vation, particularly for digital tracking and service
delivery, that can contribute to food system transfor-

mation (Chapter 6).°

THE CHALLENGE OF BALANCING
PUBLIC HEALTH, FOOD SYSTEM,
AND ECONOMIC IMPACTS

As the pandemic led to widespread disruptions
across the whole of society, the typical standalone
sectoral policy responses used to address finan-

cial or food-supply crises or disease outbreaks,

such as SARS and Ebola, were inadequate — more
cross-governmental and cross-sectoral policy design
and implementation were needed." The health and
economic trade-offs associated with pandemic policy

RESILIENCE
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decisions are not simple.'”” On the health side, pol-
icies are needed to prevent widespread illness and
death, high healthcare system costs, and subsequent
lost productivity. Uncontrolled virus spread can over-
whelm health systems, with estimated costs ranging
from US$50 per capita in low-income countries to
$84 in upper-middle-income countries.” Thirty-day
nationwide lockdowns (which aim to reduce trans-
mission, illness and deaths, and healthcare needs) of
various stringencies are thought to reduce the health-
care burden substantially, from an estimated average
of $5.2 billion down to $4.7 billion per country."
However, lockdowns may also impose indirect health
losses through reduced access to care and a heavy
economic burden, especially on the most vulnerable in
society, through lost income (Chapter 5)."”

On the economic side, the pandemic together
with the responses designed to slow its spread
have caused a global recession. Economic growth
is expected to have fallen by 0.9 percentin 2020 for
low-income countries as a result of the pandemic."®
This economic contraction is linked to multiple dis-
ruptions, both domestic and international,’”” which
have sparked great concern about the pandemic'’s tra-
jectory, the long-term impacts on growth and other
economic indicators, and the future economic land-
scape.'® Thus the implications of coronavirus control
and eradication extend beyond boundaries, requiring
a global solution.

To illustrate the association between lockdowns
and reduced economic activity, Figure 2 plots a snap-
shot of the stringency of lockdown and other closure
measures for 14 countries in the early months of the
pandemic against the declines in national GDP and
agricultural GDP (relative to the same period in 2019).
In general, more stringent lockdowns are associated
with greater decreases in GDP (with some exceptions,
such as Mali and Malawi). However, the decline is not
uniform; lockdowns have different impacts on differ-
ent sectors. The association is generally weaker for
agricultural GDP, likely reflecting the fact that agri-
culture was exempted from some restrictions. For
low-income countries, primary agriculture, which
suffered less disruption than value-added food sec-
tors beyond the farm, is a much greater component
of overall food sector GDP. Thus, lockdowns would
be expected to have less impact on their agricultural

FROM POLICY RESPONSES TO RESILIENT POLICY SYSTEMS

GDP. For higher-income countries, where a greater
share of food sector GDP is generated beyond primary
agriculture, lockdowns may have a greater impact.
They will need to be considered more carefully in the
policymaking process in order to better understand
the trade-offs being made in fiscal decisions and in
burden-sharing as food systems transform.

The distribution of the disease burden and the
economic burden across social groups within coun-
tries is also an important concern for policymakers.
For example, in Bangladesh, a strict lockdown was
not enforceable for poor day-laborers. Throughout
low- and middle-income countries, the poor and other
vulnerable populations bear the brunt of the eco-
nomic impacts of response policies and are also less
able to avoid contracting the virus." For instance, dis-
proportionately more people in lower socioeconomic
quintiles in Pakistan and the Philippines experienced
income loss and were unable to socially distance in
lockdown simulation exercises.”

To mitigate the health and economic impacts on
vulnerable populations, a World Bank policy frame-
work advocates for a fast, hard, and short response to
stop the transmission of the virus, followed by substan-
tial fiscal and monetary stimulus in a recovery phase
to mitigate the economic impacts.”’ However, as dis-
cussed above, LMICs may not have capacity for the
fiscal and monetary stimulus necessary to adequately
support vulnerable populations. It is estimated that
additional donor aid of approximately $5 billion (about
half the total required) is needed to meet this shortfall
and prevent millions from being pushed into poverty
and food insecurity.?” At the same time, the antici-
pated long-lasting economic effects of the pandemic
suggest that the public may not be satisfied with just a
short-term response and could expect mitigation mea-
sures to continue for the foreseeable future.

Public health policymakers are already attempt-
ing to bring economic, social, and health perspectives
into their planning for recovery and future resilience to
ensure well-balanced policies. Box 4 uses the example
of vaccine distribution to illustrate some approaches
to prioritizing public health interventions, considering
different combinations of health, social, and eco-
nomic parameters. With growing evidence on the role
of household characteristics, behavior, capacity, and
resilience in shaping outcomes during pandemics,



FIGURE 2 Lockdown stringency and change in GDP and agricultural GDP
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Source: Stringency data are from H. Thomas et al., Oxford’s COVID-19 Government Response Tracker, Blavatnik School of Government
(www.bsg.ox.ac.uk/covidtracker, accessed Feb. 8, 2021), and averaged over the same time period as the snapshot analysis of GDP and agriculture-

and food-related GDP performed by IFPRI (see COVID-19: Measuring Impacts and Priotizing Policies for Recovery).

Note: Stringency is measured by the Oxford Stringency Index (national level), which is a composite measure of nine policy response indicators such as
“restrictions on internal movement.” Declines in GDP (gross domestic product) and agricultural GDP are relative to the average corresponding values
in the same period in 2019 (for example, if lockdown occurred in March-April in 2020, the GDP for that period was compared to that of March-April
2019). The dates of the analyses vary by country due to different start and end dates of national policies, and dates of latest available economic anal-
yses. GDP snapshot periods run from a few weeks to a few months between February and June 2020. Some countries included had a full lockdown,

others had partial lockdowns or curfews, which is reflected in the stringency index.
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Box4 INCORPORATING ECONOMIC AND SOCIAL PARAMETERS INTO
HEALTH DECISIONS: TARGETING VACCINE DISTRIBUTION

In deciding whether to implement a national lockdown, what testing protocols to implement, or whom to vaccinate, a country is
making value choices about what objectives to prioritize and how to distribute the burden of COVID-19 and the costs and benefits
of associated policies across the population. Taking different ethical and social justice perspectives will lead to prioritizing different
policies and populations. Here we explore how different perspectives can shape vaccine distribution.

ONE HEALTH PERSPECTIVE: Different decision-makers across the One Health® system may have different, and sometimes even competing,
perspectives and objectives that emphasize human health, animal health and use, agriculture, environment, and other government
goals.b Forexample, national treasuries may be interested in minimizing short-term economic GDP impact while environmental agencies
may be interested in preventing longer-term pollution. Explicitly defining and understanding these differences early can allow for more
effective discussion, selection, and implementation of COVID-19 vaccination strategies.

SOCIAL JUSTICE PERSPECTIVE: Deciding whom to vaccinate first presents an ethical dilemma when vaccines are scarce. Should
countries seek to maximize benefits across the whole population (which usually means favoring the young, who have more years
of life ahead of them than the elderly) or seek to minimize inequality and inequity (by targeting those in greatest need or with the
least access)?“ By clarifying the aggregate costs in terms of years of life lost or the aggregate GDP impact of specific vaccination
policies, along with the distribution of these impacts across specific subpopulations, both overall benefits and equity impacts can
be considered in a structured way.d For example, for infectious diseases such as COVID-19, poorer populations may be more severely
affected since they have limited capacity to socially distance and only obtain income through in-person labor. Thus vaccinating such
frontline poor workers mitigates multiple risks and has multiple benefits.

The World Health Organization SAGE Working Group on COVID-19 vaccines proposes that policymakers allow for “the integration of
explicit values with evolving scientific and economic evidence.”
respect, global equity, national equity, reciprocity, and legitimacy. Building on this, scenarios for various levels of vaccine availability
are proposed:f

Recommended values to consider include human wellbeing, equal

e 11-20% of national population: Sociodemographic groups at significantly higher risk of severe disease or death should receive
the vaccine.

e 21-50% of national population: Extend vaccination to essential workers outside the health and education sectors, including
agriculture and food workers and groups at elevated risk of acquiring and transmitting infection because they are unable to
effectively physically distance.

National prioritization decisions may select different priority populations based on the levels of risk of infection or harm (in all senses
described in this section) and on the preference given to different values within that country.

Source: “’One Health is a collaborative, multisectoral, and transdisciplinary approach — working at the local, regional, national,

and global levels — with the goal of achieving optimal health outcomes recognizing the interconnection between people, animals,
. . L b

plants, and their shared environment” (CDC, accessed Feb. 2021, https://www.cdc.gov/onehealth/basics/index.html); "N.R. Naylor

et al., “Quantitatively Evaluating the Cross-Sectoral and One Health Impact of Interventions: A Scoping Review and Case Study of
Antimicrobial Resistance,” One Health 11 (2020): 100194; “A. Giubilini, J. Savulescu, and D. Wilkinson, “COVID-19 Vaccine: Vaccinate
the Young to Protect the Old?,"” Journal of Law and the Biosciences 7, no. 1 (2020): 1saa050; dR.E. Glover et al., “"A Framework for
Identifying and Mitigating the Equity Harms of COVID-19 Policy Interventions,” Journal of Clinical Epidemiology 128 (2020); *World
Health Organization, WHO SAGE Values Framework for the Allocation and Prioritization of COVID-19 Vaccination (Geneva: 2020);
fS. Omeret al., WHO SAGE Roadmap for Prioritizing Uses of COVID-19 Vaccines in the Context of Limited Supply (Geneva: World Health
Organization, 2020).
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along with the expanding pool of disease-transmission
models and associated micro- and macroeconomic
costing models, 2021 should see more deliberative,
evidence-based policymaking that recognizes both
the health and economic costs and benefits of policy
options for different sectors and social groups.*?

TOWARD EFFECTIVE AND
RESILIENT POLICY SYSTEMS

As countries move into the recovery and rebuild-

ing stages, we must think about how to make policy
systems more effective and resilient. Just like house-
holds, policy systems may not be able to withstand
shocks and can become constrained by inertia that
allows crises to fester or become fragmented by incon-
sistent and volatile policy initiatives. “Resilient policy
systems” therefore refers to systems that enable
decision-makers to respond to future crises, single
and multiple, in an informed, timely, and cohesive
manner and in a way that builds credibility and confi-
dence among citizens. While policy interventions for
the current pandemic have varied greatly across coun-
tries, certain features of policy systems have been
shown to enhance the ability to make rapid and effi-
cacious decisions vis-a-vis health, food systems, and
economic livelihoods under conditions of uncertainty.
Three broad features of policy systems discussed
here — adaptability, coherence and coordination, and
efficacy of implementation and enforcement — con-
tribute to both pandemic recovery and future food
system transformation.

ADAPTABILITY refers to the ability to modify extant pol-
icies to meet new needs, arising either from crises or
longer-term changes. In 2020, some countries quickly
found innovative ways both to keep markets working
while reducing disease transmission and to refocus pub-
lic healthcare delivery to address pandemic conditions.
In Sri Lanka, the century-old weekly tea auction was
quickly shifted to an online platform. In East Africa, the
Regional Electronic Cargo and Driver Tracking initiative
was introduced in response to the pandemic and has
facilitated the monitoring of truck drivers for COVID-19,
reducing congestion and long wait-times at borders.**
In Ghana, drone technology was deployed in rural areas
to speed the transport of medical supplies and medical

samples for coronavirus testing.25 In a number of coun-
tries, urban informal workers were incorporated into
social protection programs as lockdowns closed mar-
kets or reduced trading hours.*

Many of these quick adaptations could be suc-
cessfully implemented under emergency conditions
because they built on established programs and rela-
tionships between societal groups and the state.

The ability to roll out and scale up some innovations
during crises depends on an underlying business
environment that enables decision-making and exper-
imentation in partnership with the private sector. For
example, market innovations and public interventions
that rely on information and communications technol-
ogies (ICTs), such as digital cash transfers, are more
likely to succeed when enabled by established tech-
nology governance that encourages innovation and
cooperation (without generating new societal costs
with respect to privacy, misuse of data-sharing, or
inequities in access).”’ Existing organizations and
negotiating processes can also be leveraged quickly
for implementation. For instance, one survey found
that disbursement of pandemic cash relief payments
to informal workers was more effective in cities where
active informal workers’ associations could help mem-
bers navigate digital registration platforms.?®

COHERENCE AND COORDINATION are critical features of
policy systems that mitigate against volatility, confusion,
and inefficient outcomes. Such coordination has at least
three different dimensions: horizontal (across sectors),
vertical (across levels of government), and temporal
(sequencing of policies). Many countries initially focused
on horizontal coordination and established intermin-
isterial response teams; from a sample of 33 countries
followed by IFPRI's COVID-19 Policy Response Portal, 23
created a COVID-19 taskforce or committee at the start
of the pandemic that typically included ministries of
health, trade, transport, foreign affairs, police, tourism,
finance, and defense.?®

Vertical coordination was essential given that local
governments have played frontline roles during the pan-
demic.’® In Uganda, local governments are responsible
for surveillance, behavioral education to limit contagion,
enforcing control measures such as curfews, identify-
ing beneficiaries for food distribution, and delivering
food aid.>' The Kampala Capital City Authority even
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launched an online app for the home-delivery of food
from informal vendors whose livelihoods were threat-
ened by the lockdowns.>? However, vertical coordination
is especially difficult in countries with a high degree

of political polarization or with substantial subnational
political autonomy, such as federal countries with
decentralized health systems. In Nigeria, for example, the
governors of two states rejected the testing guidelines of
the Presidential Task Force.?® In contrast, in Brazil, gover-
nors adopted more stringent coronavirus lockdowns and
testing and lobbied for quicker vaccination options than
the country’s president thought necessary.>*

Temporal coordination has proved exceedingly dif-
ficult. In India, the president announced lockdowns
with only four hours’ notice; but transport systems
were unprepared to adapt quickly to meet the needs
of millions of migrants returning to rural areas, con-
tributing to a surge in coronavirus infections.>® In
many African cities, markets were shuttered to assist
with social distancing, but this health measure also
deprived local governments of needed revenue for
water and sanitation management, which are neces-

sary for effective hygiene.

POLICY EFFICACY depends on implementation and
credible enforcement and requires state capacity — in
terms of both enforcement abilities and administra-
tive efficiency — as well as citizen trust in government.
Administrative efficiency depends on the state’s
technical competency and skills as well as adequate
equipment for implementation. This form of capacity
is essential to the rapid rollout of any emergency pro-
gram. In settings of low administrative efficiency, the
initial flurry of cash-transfer and food-relief policies
was often overshadowed by cases of government cor-
ruption, hoarding, or poor accessibility for intended
beneficiaries.’® Capacities are generally higher
where there are more human and financial resources,
mechanisms for oversight and accountability, and
autonomous public institutions. Such independent
public institutions play an especially important role
in counterbalancing the substantial political discre-
tion that characterizes rapid responses to crises and
can lead to corruption and discrimination that subvert
intended policy objectives.

Enforcement needs to be employed with cau-
tion. On the one hand, use of the police, military, and

FROM POLICY RESPONSES TO RESILIENT POLICY SYSTEMS

surveillance was essential to enforce lockdowns, mask
mandates, social distancing, and contact tracing. In
Africa, it may be that only Rwanda and South Africa
could exert sufficient enforcement capacity to main-
tain effective lockdowns, and these two countries
indeed had among the most stringent lockdowns in
the region.’” On the other hand, where deployment of
enforcement capacity is excessive, it can lead to human
rights abuses and stifle the free flow of information, rais-
ing questions about government motivations.>®

Administrative and enforcement capacities may
interact.® For instance, in Bangladesh, citizens first
complied with the government’s lockdown, which
involved daily deployments of the military and police
to vacate streets after 2 p.m. and close all shops that
were subject to the lockdown. But, as the state failed
to deliver promised economic assistance and citizens
became economically desperate, they began to defy
restrictions. In response, the police slowly abandoned
the enforcement of lockdowns in May, first tacitly and
then officially, despite rising COVID-19 cases.*®

While balanced but effective state capacity is
key for policy efficacy in the short-term, trustin
evidence-based information from government, media,
or social networks can also be a critical determinant
of citizens’ compliance with health measures over
time.*" These processes can be mutually reinforcing;
for instance, misinformation exacerbating distrust in
scientific evidence related to the coronavirus, or disap-
pointment related to a government'’s handling of other
pandemic-related policies, can create skepticism about
the efficacy and safety of coronavirus vaccinations.
Many governments now recognize that building trust
is fundamental for citizen acceptance of vaccinations
and are identifying strategies to do so.*? These include
engaging respected community leaders, empower-
ing frontline health staff, creating forums for citizens to
share concerns, identifying differential concerns across
gender and ethnicities, and leveraging multiple infor-
mation platforms.*?

POLICIES FOR RESILIENT FOOD SYSTEMS

In sum, the coronavirus pandemic has been an unusu-
ally great challenge for policymakers because it has
simultaneously disrupted healthcare systems, food
systems, and economic systems. As the impacts of



COVID-19 have shifted over time, policy responses have
likewise evolved based on country contexts and capac-
ities. Balancing health and economic policy actions has
been difficult, but there is increasing understanding

of their interplay and increasing data and experience
available to aid decision-making. Finally, although there
is no standard policy framework that all countries can
apply, building an effective and resilient policy system
characterized by adaptability, coherence and coordina-
tion, and efficacy of implementation and enforcement
can greatly facilitate policy responses and contrib-

ute to the development of more robust and resilient
food systems.

Prior to the pandemic, food system transformation
was an important development strategy of most LMICs.
The pandemic has exposed vulnerabilities in food sys-
tem transformation strategies — particularly for the key

policy objectives of inclusion and jobs for poor and dis-
advantaged people and more diverse food supplies,
especially of nutrient-dense perishables. Two types

of longer-term policy actions and investments have
proved important during the pandemic. One is sup-
port for an enabling business environment, including
flexible food trade and markets. These have spurred
needed private innovation, particularly by small and
medium enterprises. The second is robust public
systems for the poor and vulnerable, such as social
protection, nutrition, and education programs that can
be quickly scaled up and adapted. While there is no
common formula to address these challenges across all
countries, increased capacity to consider multiple sec-
tors and build effective and resilient policy systems are
common elements in supporting more effective food

system transformations.
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KEY MESSAGES

B Pre-pandemic, 3 billion people could not afford a healthy -
diet; that number could rise by 267.6 million between

2020 and 2022 due to the pandemic.

m Evidence from phone surveys in low- and middle-income
countries shows widespread job and income losses and
rapid rises in food insecurity due to government mea- RE
sures to contain the pandemic; poorer households,
women, and other vulnerable groups are most affected. ]

m Across the globe, the quality of diets deteriorated due
to disruptions in supply of fresh, healthy foods, drops
in demand for these foods due to unaffordability and
perishability, and increased consumption of cheaper
sources of calories, including starchy staples and
ultra-processed foods. ]

m Deteriorations in diet quality could have devastating
consequences for the health and nutrition of vulnerable
women and children, increasing all forms of malnutri-
tion in the short term and causing lifelong, irreversible
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the Netherlands, and

development, health, and nutrition damage, reversing
decades of progress made so far.

Food system transformation must support healthy diets
and by doing so, serve as double duty actions that simul-
taneously tackle all forms of malnutrition.

COMMENDATIONS

Strengthen and expand coverage of targeted social pro-
tection programs, including cash and food transfers,

to support healthy diets through, for example, behav-
ior change communication focused on healthy diets and
lifestyle, direct incentives such as vouchers for healthy
foods, and improving the quality of school meals.

Provide support to low- and middle-income countries
for developing national food-based dietary guidelines
defining the minimum dietary standards to prevent all
forms of malnutrition and for formulating dietary targets
for public and private investment strategies.
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m Harness the influence of food environments to redirect
food systems toward healthier food provision that is prof-
itable yet supportive of optimal health and nutrition,
for example, by regulating advertising and marketing
of unhealthy food products or encouraging better food
choices via a combination of taxes and subsidies.

m Pair large-scale demand creation and behavior change
communication strategies with innovations in food envi-
ronments and food supply systems and policy incentives
in order to maximize impacts for healthy diets.

The COVID-19 pandemic, together with the eco-
nomic crisis it precipitated, has revealed the fragility
of local, national, and global food systems and shed
new light on their vulnerabilities and shortcomings in
supporting the achievement of healthy diets for all. In
recent decades, food systems have been evolving in
ways that undermine healthy diets even in the best of
times, as cheap, ultra-processed foods have become
widely available and fresh, nutritious foods less
affordable and less accessible to many — especially
the poor and especially in low- and middle-income
countries (LMICs).

Before the pandemic, some 3 billion people already
could not afford a healthy diet." Another 267.6 million
are now expected to join their ranks between 2020
and 2022 due to the pandemic and resultant economic
downturn.? The unaffordability of healthy diets is likely
to hit poor people in LMICs the most because these
populations tend to be more sensitive to income and

This chapter draws from I.D. Brouwer, M.J. van Liere, A. de Brauw et al.,
“Reverse Thinking: Taking a Healthy Perspective Towards Food Systems
Transformation,” IFAD Nutrition Cornerstone paperin preparation of the
RDR2021, Wageningen University & Research, 2020.
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food price shocks and have been disproportionately
affected by pandemic-related job and income losses.?

Widespread food insecurity and a shift toward
consumption of low-quality diets could, in turn, have
devastating consequences for health and nutrition
in LMICs, especially among women of reproductive
age and young children.* Recent estimates suggest
that, between 2020 and 2022, the pandemic could
resultin 9.3 million newly wasted and 2.6 million newly
stunted children; 168,000 additional child deaths;
and 2.1 million additional cases of maternal ane-
mia.’ It could also exacerbate already soaring rates of
overweight and obesity observed in LMICs in recent
decades, especially in countries in Asia and Africa that
are experiencing a rapid modernization in food supply
and a “nutrition transition” — that is, a shift toward diets
high in sugar, salt, saturated fats, refined grains, and
ultra-processed foods.’

In preparing for the post-pandemic era, we need
to do more than rebuild our food systems: We must
transform them. And transformation must go beyond
achieving resilience and sustainability to also deliver-
ing healthy and affordable diets and wellbeing for all.
Taking a healthy diet perspective, this chapter iden-
tifies key policy actions that need to be prioritized

BoXx 1 WHAT IS A HEALTHY DIET?

to ensure that food system transformation supports
healthy diets and achievement of optimal health and
nutrition for the growing world population.

WHAT IS A HEALTHY DIET AND
WHY IS IT IMPORTANT?

A healthy diet is one that provides adequate amounts
of energy and all essential nutrients and promotes
optimal nutrition and health (Box 1). A healthy diet sup-
ports the immune system and is therefore particularly
important during the pandemic to help reduce the risk
and severity of illness from the virus.”

Poor diets, on the other hand, are the main driver
of all forms of malnutrition, including childhood wast-
ing and stunting, micronutrient deficiencies, adult
underweight, overweight and obesity, and diet-related
noncommunicable diseases. Poor diets are cur-
rently estimated to cause 22 percent of all deaths and
15 percent of disability-adjusted life years (years lost to
iliness, disability, or early death) among adults world-
wide.? The burden is highest in LMICs,” where many
people were living on suboptimal diets even before
the coronavirus pandemic. Although the world’s poor-
est persistently suffer from (periods of) hunger and

A healthy diet ensures adequacy of energy and all essential nutrients, promotes all dimensions of individual health, and prevents
malnutrition in all its forms and diet-related noncommunicable diseases, such as type 2 diabetes, cardiovascular diseases, and some
forms of cancer. A healthy dietincludes enough fruits, vegetables, nuts, seeds, whole grains, and legumes; sufficient but not excessive
calories and amounts of starchy staples and animal-sourced foods (milk, eggs, poultry, and fish); and limited or no foods, food groups,
or nutrients that could lead to health risks when eaten in excess, such as free sugars (including sugar-sweetened beverages), saturated
fat, salt, red and processed meats, and ultra-processed foods. A healthy diet should have only minimal levels, or none if possible, of
pathogens, toxins, and other agents that cause foodborne diseases.”

The exact makeup of a healthy diet varies depending on individual requirements and physical activity, cultural context, local
food availability and access, and dietary customs, but there are general principles for making healthy diets possible. These include
ensuring that a diversity of nutritious and safe foods are available and accessible year-round; that healthy diets are affordable to all;
that foods are produced with a low environmental footprint; and that consumers are informed, empowered, supported, and willing to

make healthy dietary choices.”

Source: * WHO (World Health Organization), “"Healthy Diet,” fact sheet, April 29, 2020; 2 GLOPAN (Global Panel on Agriculture and
Food Systems for Nutrition), Future Food Systems: For People, Our Planet, and Prosperity (London: 2020).
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lack consistent access to diverse, safe, and nutrient-rich
foods, other poor population groups are rapidly shift-
ing to consuming diets with excess calories, saturated
fats, salt, and sugar and foods that do not support
optimal health and nutrition such as ultra-processed
foods." Itis imperative that food systems start con-
tributing not only to providing enough calories to
feed the world, but also to supporting achievement
of high-quality diets that promote optimal health and
nutrition, all while having a small environmental foot-
print and supporting livelihoods."

IMPACTS OF THE COVID-19 PANDEMIC

During the early stages of the pandemic, governments
around the world implemented a series of measures

to control virus transmission. Countries imposed com-
binations of complete or partial lockdowns, travel and
migration restrictions, closure of restaurants and other
food retailers, and suspension or reduction of formal
and informal food sector activities for weeks or months
at a time. With travel and transport restrictions, food,
farm, and other workers along food value chains lost
their jobs, crops went to waste, and the supply of perish-
able nutritious foods suffered as a result.'” At the same
time, the massive losses of employment and income
decreased demand for relatively expensive nutritious
animal-sourced foods and fresh fruits and vegetables,
which affected poor households and women dispro-
portionately.” Other factors contributing to the drop in
demand for these nutritious and fresh foods, especially
among the poor, included temporary price increases;
lack of household refrigeration and proper storage facil-
ities, preventing bulk purchase of perishables during
lockdowns; and the misperception that fresh foods
(especially animal-sourced foods) were a risk factor for
virus transmission."

The combination of demand and supply chal-
lenges, compounded by misinformation, led to drops
in consumption of nutritious foods, shifts toward
cheaper calorie sources such as starchy staples or
packaged, ultra-processed foods with long shelf
lives, and an overall deterioration in diet quality.'®
Global projections showed consumption of nutritious
animal-sourced foods and fruits and vegetables fall-
ing between 6 and 9 percent and vegetable oil and
sugar consumption rising.'® Although some of these

dietary shifts may prove to be temporary, they may
have consequences for vulnerable populations (the
poor, migrants, refugees, women, young children,
adolescents, the elderly, and socially excluded) for
years to come."”

Early assessments find that restriction-related job
and income losses in countries in Africa south of the
Sahara (Ethiopia, Kenya, Malawi, Nigeria, and Uganda)
and in South and Southeast Asia (Bangladesh, Myanmar,
and Viet Nam) have affected 65 to 95 percent of pop-
ulations, depending on context (country, rural/urban),
income sources (farm/nonfarm, wages, remittances), ini-
tial poverty levels, and gender (Box 2)."® Food insecurity,
both moderate and severe, also increased sharply at
the onset of the pandemic in all countries for which data
are available.

Rising food insecurity led to a series of food- and
diet-related coping strategies among households,
including slashing spending on food; reducing con-
sumption of relatively expensive fresh and nutritious
animal-sourced foods and fruits and vegetables, wors-
ening dietary quality in the process;'® and consuming
fewer meals each day, sometimes even going without
eating for an entire day.20

The dramatic increases in food insecurity and risky
coping strategies are expected to exacerbate under-
nutrition, especially in mothers and young children.*" In
some contexts, especially in lower-middle-income and
urban areas where ultra-processed foods are widely
available and relatively cheap, the pandemic may lead
to shifts toward over-consumption of unhealthy foods
at the expense of more nutritious foods, triggering a
rise in rates of overweight and obesity and exacerbat-
ing micronutrient deficiencies.*?

Although long-term impacts of the pandemic
are expected, especially as the economic reces-
sion lingers, preliminary evidence from Ethiopia and
Bangladesh suggests that some poor populations
may be able to bounce back soon after government
restrictions are lifted, especially if they are able to
resume work.”> Some of the mitigating measures,
especially the extensive social protection programs
putin place in 215 countries,”* may also help the
recovery (Chapter 5). Ultimately, however, demand
may exceed the capacity of such programs, their
duration could be too short, or distribution could fail

to reach the poorest and most vulnerable *®
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BoX 2 ASSESSING THE IMPACTS: RESULTS FROM PHONE SURVEYS

Although results from extensive household surveys in LMICs are not yet available to document the pandemic's impacts on income,
food security, diets, or nutrition outcomes, phone surveys carried out in several countries provide some insights. Most studies were
conducted during or soon after government restrictions were putin place, but a few used repeated or high-frequency surveys through
the second half of the year.”®

These surveys found that the pandemic was affecting populations differently and to different degrees depending on who they
were, where they lived, how they earned their incomes, and how well-off they were before. For example, in Bangladesh, income
losses were more widespread among those living in urban slums than in rural areas and also among poorer groups,b and overall up
to 84 percent of previously nonpoor households reported lower earnings than in 2018/19. In Ethiopia, income losses were greatest
among the poorest women.® Afour-country study using high-frequency surveys in Ethiopia, Nigeria, Malawi, and Uganda found that
77 percent of the population lost income due to the pandemic, but no differences were found between urban and rural areas.® In
Myanmar, monthly phone surveys showed that income poverty had already risen above pre-pandemic levels by June and continued
to grow worse through October, disproportionately affecting rural populations.f

Similarly, pandemic-related increases in food insecurity varied in different contexts. In Africa, the four-country study showed that
up to 61 percent of the adult population (or 100 million adults) had experienced moderate or severe food insecurity, with women and
poorer households being hardest hit. In Nigeria, larger increases in food insecurity were found among households that relied on
nonfarm businesses, were poorer, and/or lived in remote and conflict-affected zones.” Farmers in Kenya and Uganda, meanwhile,
were less likely to experience large changes in food insecurity than populations that depended on market sources forfood.

Different populations likewise adopted different food or diet-related strategies to cope with rising food insecurity. Households
in Bangladesh, Myanmar, and Ethiopia reduced total food expenditure by 25 percent on average, with larger declines in Bangladesh
among slum dwellers than among rural populations.j One of the most consistently reported dietary shifts was a drop in consumption
of nutrient-rich animal-sourced foods and fruits and vegetables, leading to deteriorations in diet quality and increased risks of
micronutrient deficiencies. In Myanmar, for example, low dietary diversity became more common among women, rising from 30
percentinJune/July to 53 percentin September/October 2020;'and in Nigeria, total food consumption (including fruits) declined due
to dips in purchasing power.™ Increased consumption of unhealthy processed snacks and fast foods was also found in some contexts,
including in urban areas of Nigeria and Viet Nam in the first few months of the pandemic,” and there is anecdotal evidence of similar
dietary shifts in Asia and Latin America.

Although quantitative evidence from in-person surveys of representative population samples is still unavailable, findings
from phone surveys provide useful snapshots and highlight the urgent need for direct and immediate support to poor households
around the globe — and for women and young children in particular - in order to prevent long-term, irreversible health and nutrition
consequences for current and future generations.

Source: See endnotes on page 110.

TRANSFORMING FOOD SYSTEMS TO focus on priority actions to shift food environments (the
SUPPORT HEALTHY DIETS FOR ALL interface between consumers and food systems; see

Box 3) and consumer demand toward healthier diets
The risks of losing decades of progress on nutrition to because both have received too little attention in agri-
the pandemic and the related economic crisis are sub- culture and food system strategies until recently.”® The
stantial. The situation therefore calls for immediate action policies we propose would also serve as “"double duty”
to prevent further deterioration in diets and to protect actions because they focus on achieving healthy diets,
nutrition and health now and in the long term. Here, we which is the most critical strategy to simultaneously tackle
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BoXx3 WHAT IS THE “FOOD ENVIRONMENT"?

The food environment is defined as the "collective physical, economic, policy, and sociocultural surroundings, opportunities and
conditions that influence people's food and beverage choices and nutritional status.” The food environment s the “interface” between
the food system and the consumer. Itis shaped by the food system, and in turn the characteristics and policies of the food environment
directly affect consumer food choices and diets. Key food environment drivers of food choices include prices and other economic

factors; food availability, quality, taste, and convenience; and food promotion, marketing, labeling, and safety.

Note: Definition drawn from B. Swiburn, G. Sacks, S. Vandevijvere, S. Kumanyika, T. Lobstein, B. Neal, S. Barquera, S. Friel, C. Hawkes, B.

Kelly, et al. INFORMAS (International Network for Food and Obesity/Non-communicable Diseases Research, Monitoring and Action

Support): Overview and Key Principles,” Obesity Reviews 14, no. S1 (October 2013): 1-12.

all forms of malnutrition, including undernutrition, micro-
nutrient deficiencies, and overweight and obesity.?’”

These actions are needed to complement renewed
efforts to make food systems more resilient, sustain-
able, and inclusive through actions on the supply side,
including strategies to make nutritious foods and
healthy diets more accessible, affordable, and safer.
We focus on four broad categories of policy priorities
for LMICs: (1) social protection policies that support
healthy diets; (2) policies to shape national dietary
guidelines; (3) policies to make food environments
more supportive of healthier food choices; and (4) pol-
icies to shift food demand toward healthier diets.

SOCIAL PROTECTION POLICIES THAT SUPPORT HEALTHY
DIETS: Targeted social protection programs, including
cash and food transfers, have been used extensively
to respond to the immediate needs of populations
affected by COVID-19.?® These types of programs
could be strengthened to support healthy diets more
directly by including information, behavior change
communication, and promotion of nutritious foods;
providing direct incentives such as vouchers for nutri-
tious foods; or offering healthy school meals (with or
without a community/school garden component) or
healthy meals in factories or office canteens and other
institutional catering systems. The coverage of these
programs should be expanded to absorb the large
numbers of “new poor” resulting from the pandemic
and to effectively target women and children and
other vulnerable groups.”’

POLICIES TO SHAPE NATIONAL DIETARY GUIDELINES:
National food-based dietary guidelines are needed
to characterize healthy diets in a culturally appropri-
ate way for diverse contexts and population groups.
However, many countries, especially in Africa south of
the Sahara, do not have such guidelines; and where
guidelines do exist, they are often underutilized, too
vague, incompatible with health targets, or lack sus-
tainability considerations.’® Governments in LMICs
need support in developing (or revamping) their
national food-based dietary guidelines to define the
minimum dietary standards to prevent all forms of mal-
nutrition and in formulating dietary targets for public
and private investment strategies.”'

POLICIES TO MAKE FOOD ENVIRONMENTS MORE
SUPPORTIVE OF HEALTHIER FOOD CHOICES: Food envi-
ronments, the informal and formal places where
consumers acquire their food and meals, have an enor-
mous influence on diets, as shown by how effective
they have been at triggering excessive consumption
of packaged ultra-processed foods, beverages, and
snacks in LMICs.*? The influence of food environments
should be used to reverse these trends and redirect
food systems toward healthier food provision that is
profitable yet supportive of optimal health and nutri-
tion.>® Examples of high-potential interventions to
achieve these goals are mandatory or voluntary food
labeling designed to inform consumers and to ensure
consumer comprehension and use in LMICs;** regu-
lation of advertising and marketing of unhealthy food
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products, especially for children;** choice restrictions
through changes in options or in the physical envi-
ronment (e.g., strategic positioning and presentation
of healthy versus risky foods);*® and a combination of
taxes’’ or subsidies’® to discourage or encourage spe-
cific food choices. Experience with these approaches
is growing in LMICs, but research is needed to doc-
ument successes, failures, impacts, and potential for

scaling up.

POLICIES TO SHIFT FOOD DEMAND TOWARD HEALTH-
IER DIETS: There is ample literature on the use of
consumer behavior change interventions, including
public awareness campaigns, online interventions
(such as motivational emails and use of social media
influencers),”® m-nutrition services (services delivered
via mobile phone technology and apps),*® and social
marketing (activities combining ideas from commer-
cial marketing and social sciences to achieve positive
changes in behavior),*' and on experimental use

of social norms to influence healthy eating.*” Food
choices and dietary patterns can also be improved
through dissemination of recipes, chef’s recommen-
dations, and cooking classes and training. However,
evidence on the impact of these strategies in influenc-
ing healthy diet choices in LMICs is extremely scarce.*

Large-scale demand creation and behavior change

TRANSFORMING FOOD SYSTEMS TO ACHIEVE HEALTHY DIETS FOR ALL

communication strategies targeting children, adoles-
cents, and adults need to be paired with innovations
in food environments and food supply systems and
combined with policy incentives in order to maximize
impacts for healthy diets.

FROM CHALLENGE TO OPPORTUNITY

The coronavirus pandemic is a global threat to healthy
and nutritious diets and could increase all forms of
malnutrition now and for years to come. Damage done
in the short term, especially to young children during
their first 1,000 days and to adolescents, may cause
lifelong, irreversible development, health, and nutri-
tion damage, compromise their economic productivity,
and jeopardize their futures.** There remains, however,
much uncertainty about the extent of devastation that
the virus will leave in its wake. The ultimate damage

to humanity will depend on the pandemic's trajectory
and on the ability of governments to mitigate impacts
and to make food, health, social protection, and edu-
cation systems stronger and more resilient. Efforts

to transform our food systems in the aftermath of the
pandemic offer an opportunity to embed actions to
refocus food environments and reorient consumer
behavior toward healthier dietary choices and improve
health and nutrition globally.



“It is imperative that food

systems start contributing
not only to providing enough
calories to feed the world,
but also to supporting
achievement of high-quality
diets that promote optimal
health and nutrition, all
while having a small
environmental footprint and

supporting livelihoods.”
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COVID-19 has brought home the necessity of better inte-
gration of natural resources and ecosystems with human
food systems to increase the resilience, health, and sus-
tainability of food systems.

Environmental degradation and climate change, in which
food systems play a prominent role, are likely to increase
the frequency and severity of natural disasters and may
increase future pandemics, both of which cause shocks
to food and health systems.

Common agricultural practices often degrade ecosys-
tem services such as soil fertility and natural pest control,
and can contribute to greater reliance on external inputs
with potential for further damage.

Poor people are heavily dependent on natural resources
for their livelihoods and are often most severely affected

by environmental shocks and resource depletion.

The vicious cycle of unsustainable resource use and
environmental degradation must be replaced with

GOVERNANCE FOR NATURE-POSITIVE FOOD SYSTEMS

a virtuous cycle of healthier food and ecosystems
using approaches that improve outcomes for humans
and nature.

National laws and institutions, plus local formal and
informal institutions and norms about respecting (or
exploiting) nature, shape how people interact with the
natural resource base and thus the outcomes for food
and natural systems.

RECOMMENDATIONS

Protect environmental health to reduce the likelihood of
emergent zoonotic diseases and natural disasters.

Foster an integrated approach by thinking in terms
of "eco-agri-food systems” that encompass natural
resources and ecosystem services as part of food system

policies and institutions.

Strive for “nature-positive” food systems that maintain or
even restore ecosystems and the natural resources and
ecosystem services on which we all depend for our food.



B Assess how laws, institutions, and mindsets affect

ecosystem functions to help identify and imple-
ment effective incentives — from regulation to

market-based and normative incentives — for sustainable,

nature-positive food systems.

Tap local knowledge and goals through participatory
processes and develop multistakeholder platforms to
support effective, inclusive governance.

Promote landscape- and watershed-level governance
to maintain complex multifunctional landscapes that
increase ecosystem services.

All food systems depend on the world’s stock of natu-

ral assets, including soil, air, water, and all living things,
and on the range of ecosystem services they gen-
erate. Maintenance of soil fertility, nutrient cycling,
pollination, biological pest control, climate regulation,
and water purification are among the many ecosys-
tem services that are vital to agricultural production.”
Yet human activities are causing rapid and sometimes
irreversible damage to these resources and services.
Climate change, land degradation, biodiversity loss,
groundwater mining, solid waste, and water and

air pollution, in turn, disrupt human social and eco-
nomic activities, especially in our food systems. These
problems are compounded by growing inequities in
access to natural resources and basic necessities such
as water and food; by poor governance of natural
resources; by a short-term focus on GDP-driven eco-
nomic growth; and by underinvestment in innovations
that can reduce our environmental footprint.

The coronavirus pandemic has brought home the
necessity of managing our natural resources and eco-
systems to increase the resilience, health, safety, and
sustainability of our food systems. The novel corona-
virus likely emerged from intensified human-wildlife
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interactions, linked to habitat loss and environmen-
tal degradation, and future pandemics are almost
certain to be caused by zoonotic diseases emerging
from disrupted habitats. Other global and regional
shocks to food systems and human wellbeing will
also be sparked by environmental degradation and
climate-change-induced disruptions that lead to con-
flict and worsening food security, with the largest
impact on poor and vulnerable populations. Meeting
the Sustainable Development Goals of Ending Poverty
(SDG1), Zero Hunger (SDG2), and Good Health and
Well-Being (SDG3) requires action on SDG15 to Protect,
Restore, and Promote Sustainable Use of Terrestrial
Ecosystems. Yet the current pandemic and other crises
often mean that investments in the environment and
sustainability are postponed or ignored as funding is
directed to immediate humanitarian needs.”
Expanding our concept of “food systems” to
“eco-agri-food systems”? — to encompass natural
resources and ecosystem services — can help us meet
the SDGs, reduce the impact of food production, and
transform our food systems in the long term. With
greater investment in the integration of natural systems
with human food systems, we can even move toward
“nature-positive” systems that restore ecosystems and
increase the provision of ecosystem services.

FOOD SYSTEMS AND
ENVIRONMENTAL DEGRADATION

Underinvestment in agriculture, together with an
underappreciation of the crucial role of nature in sus-
taining our food systems, has contributed to drastic
deforestation as well as degradation of land and water
systems that in turn affect agricultural productivity.*
Some 27 percent of global forest loss from 2001 to
2015 can be attributed to land-use change for pro-
duction of commodities such as soybeans, beef, and
palm oil. Other culprits are forestry (26 percent), shift-
ing agriculture (24 percent), and wildfires (23 percent).”
The near disappearance of some of the world's large
rivers and freshwater lakes, such as the Aral Sea and
Lake Chad, and the associated public health impacts
have been linked to excessive irrigation development.®
Heavy application of agrochemicals has contributed

to the extinction of many insect species, jeopar-

dizing the sustained provisioning of insect-based
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ecosystem services and threatening a progressive col-
lapse of natural and human-dominated ecosystems
alike.” Injudicious use of synthetic pesticides, in par-
ticular, is associated with biodiversity loss and human
health impacts.® Agriculture also contributes signifi-
cantly to greenhouse gas emissions.” While intensive,
high-input farming that increases land productivity can
degrade natural systems, low-input production sys-
tems, such as those in large parts of Africa south of the
Sahara, can lead to rapid conversion of remaining nat-
ural habitats,® including tropical forests, but achieve
only low productivity levels, which are linked to food
insecurity and civil strife.

ENVIRONMENTAL DEGRADATION AND SHOCKS

Among the consequences of habitat loss as agriculture
expands is a growing risk of zoonotic and vector-borne
diseases. Human incursion into forests and intensifica-
tion of livestock production can prompt the crossover
of pathogens from wildlife to livestock and people,
facilitating the spread of zoonotic diseases such as
Ebola, SARS, MERS, Lyme disease, and Rift Valley fever.
Similarly, expansion of irrigation can increase risks of
mosquito-borne diseases including malaria, zika, den-
gue, and chikungunya. Agricultural drivers were likely
associated with more than a quarter of all — and more
than half of all zoonotic — infectious diseases that have
emerged in humans since 1940."" Thus, protecting
environmental health is essential to protect human and
animal health.”

Degradation of ecosystems, together with climate
change, threatens the productivity of our food sys-
tems; it also causes shocks such as droughts and floods
that, like the coronavirus pandemic, affect human
livelihoods, health, and long-term options. The biodi-
versity that underpins food production is disappearing
owing to land use changes, pollution, and climate
change.13 Wetlands, tropical forests, croplands, and
grazing lands are particularly affected by degradation,
increasing risks for food, nutrition, and water security.
And climate change affects all these systems, adding
another stressor to natural resources, including increas-
ingly frequent natural disasters.

This depletion of vital natural capital often
affects the world’s poorest people most severely.'
Land degradation alone already affects the wellbe-
ing of 3.2 billion people.” High poverty levels and



dependence of livelihoods on unsustainable use of
natural resources creates the conditions for a “pov-
erty-environmental degradation” trap — a vicious cycle
in which poverty leads to resource degradation, which
leads to more poverty, increasing both human vul-
nerability to natural hazards and the fragility of the

. 16
ecosystems on which poor people depend.

SYSTEMS THINKING FOR NATURE-
POSITIVE FOOD SYSTEMS

By recognizing the dependence of agriculture — and
food systems more broadly — on nature, we can focus
attention on reducing damage caused by production,
or even better, on achieving "nature-positive” produc-
tion that meets food needs and protects and restores
ecosystems (Box 1). For example, the ecosystem ser-
vices provided by noncrop habitat and diverse land use
in agricultural landscapes are essential to farming and, if

Box1 ECO-AGRI-FOOD SYSTEMS

fostered, can reduce dependence on agrochemicals."”
These services include pest suppression, soil conserva-
tion, nutrient retention, and crop pollination.18 Diverse
land uses also support biodiversity and cultural assets
essential to human wellbeing.'”” Common agricultural
production practices too often degrade ecosystem
services, which leads to greater reliance on purchased
inputs and an increased propensity to further damage
ecosystem services.”® Breaking out of this vicious cycle
requires integrated solutions.

In some cases, innovations in “future foods” can
decouple agriculture from nature and reduce environ-
mental impacts. Alternative foods such as mycoproteins,
insects, cultured meat, spirulina, sugar kelp, and chlo-
rella hold promise to provide the full spectrum of
essential macro- and micronutrients, and could reduce
our reliance on traditional production systems for crops,
fish, and livestock.”" But these innovations will not widely
replace traditional production in the near future.

"Eco-agri-food systems," a term developed by The Economics of Ecosystems and Biodiversity (TEEB) initiative, emphasizes entire value
chains, as well as the ecological, economic, social, and human foundations of food.® Natural ecosystems provide some of the largest and
mostimportant buteconomically invisible inputs to most types of agriculture through ecosystem services. Many targets of the Sustainable

Development Goals are underpinned by the delivery of ecosystem services, including those pertaining to the food system.b

Agricultural ecosystems (agro-ecosystems) are now the world’s largest ecosystems. They are actively managed by humans to
provide food, fiber, and fuel and draw upon many supporting and regulating services as “inputs” to production, such as soil fertility,
nutrient cycling, pollination, and biological pest control. Some of these services, such as soil fertility, are determined at the field or

farm scale and, hence, are driven by management choices of private land users; others, such as pest and plant-disease control and
pollination, are driven by landscape features including the diversity and spatial configuration of different types of land use. Landscape
featuresare, in turn, determined by varying mixes of private, collective, and publicland-rights holders. Some ecosystem services, such

as sediment retention and nutrient retention, are delivered at even larger spatial scales (for example, watersheds) and influenced by

both exogenous factors such as weather, topography, and management practices adopted by multiple land users.

In sum, a spectrum of local and larger-scale factors typically determines ecosystem service provision. Critically, ecosystem

services and agricultural managementaare closely intertwined — ecosystem services influence management, and managementin turn,

particularly the choice of techniques, influences ecosystem services. This tight coupling of agricultural and natural ecosystems means

that how eco-agri-food systems are managed matters not only to food security and the economy but also to the health of the planet.

Source: “TEEB (The Economics of Ecosystems and Biodiversity), Measuring What Matters in Agriculture and Food Systems: A Synthesis

of the Results and Recommendations of TEEB for Agriculture and Food's Scientific and Economic Foundations Report (Geneva: UN

Environment, 2018); ®S. Wood et al., "Distilling the Role of Ecosystem Services in the Sustainable Development Goals,” Ecosystem

Services 29A (2018): 70-82.
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FIGURE 1 Actions for nature-positive food systems

Actions strengthening nature-positivity in value chains

Integrated pest Agro-forestry Clean energy Certification "Ugly fruit”
management systems technologies programs movement
Inputs Production Processing Transportation Retail Consumption
Nitrogen use Wastewater Reduced
efficiency traits treatment packaging

in staple crops
Cultured
proteins

Actions reducing nature-negativity in value chains

INTEGRATION OF NATURAL AND AGRICULTURAL SYSTEMS
By helping producers use agriculture to restore and
maintain ecosystem services, better integration of natu-
ral and agricultural systems provides the key to greater
sustainability and resilience. For example, sequestra-
tion of carbon in agroforestry systems can be increased.
Wetlands, if maintained or restored, will provide water
storage and purification, buffer climatic extremes, and
provide a source of income and food diversification.
Habitat conservation and coordinated landscape man-
agement at scale can support healthier ecosystems

and enhanced biological pest-control services. And
expanded collection and conservation of plant genetic
resources in situ can provide resources for future crop
development. Various certification efforts, such as

that of the Rainforest Alliance, and — on the consump-
tion side — the “ugly” fruit movement have helped to
advance some of these ideas. None, however, is a sil-
ver bullet.

Applying systems thinking — that is, taking into
account the overall structure, interlinkages, and feed-
back loops to the food system — can allow us to
develop synergistic solutions that support both food
security and planetary health. Systems thinking can also
be used to redefine food system boundaries, expand
the range of externalities that are taken into account,
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and help us to reconsider what is within the sphere of
influence and control of the system; this is important
for addressing the interrelated nature of the SDGs that
affect food system outcomes.

The proposal to redefine food systems as
"eco-agri-food systems,” put forward by The Economics
of Ecosystems and Biodiversity (TEEB) study, effectively
includes all activities along the food value chain in one
single system — from ecosystems to farms to intermedi-
aries and processors to retailers and consumers.?” This
allows us to recognize and account for all major exter-
nalities along these value chains, and to work toward
increasing nature-positive activities and reducing
nature-negative activities (Figure 1). Putting this frame-
work into operation will be challenging; nevertheless,
the holistic system lens can help identify potential syn-
ergies that can contribute to multiple goals.

The linkages between the natural and agricul-
tural systems imply that these systems can improve in
tandem if we putin place a virtuous cycle of health-
ier ecosystems and reduced dependence on external
inputs, with further positive implications for the envi-
ronment.”> A systems view requires concerted action
in many areas, beginning with valuing ecosystem ser-
vices and investing in them, including appropriate
technologies and institutions for different contexts.



Taking a landscape approach is one way to put this into
practice. For example, working at the landscape level,
sustainable intensification of some areas through more
efficient use of water, land, and other inputs, plus adop-
tion of higher-yielding seeds, precision agriculture, and
judicious use of (clean-energy-powered) irrigation and
fertilizers, followed by solar-powered agro-processing,
can reduce pressures on other natural areas, such as
forest frontiers and semi-natural habitats, and so pre-
vent degradation and further habitat loss.

To achieve better integration of natural and
agricultural systems, appropriate governance will
be essential.

GOVERNANCE FOR NATURE-
POSITIVE FOOD SYSTEMS

Governance affects how people interact with each
other and with the natural resource base. Through a
variety of decision-making mechanisms, governance
shapes agreements over rights, responsibilities, rules,
and regulations, which in turn shape people’s behav-
ior and the outcomes for food and natural systems.**
Although “governance” is often conflated with “govern-
ments,” the state is not the only source of authority or
rules. National laws and government agencies certainly
play a role, but more local formal and informal institu-
tions, such as resource user groups, can be equally or
more important. Local social norms about respecting
(or exploiting) nature also shape behavior. Assessing
the extent to which laws, regulations, and the norms

of state and local actors value ecosystem services can
be an important starting point for understanding the
motivations of these actors and identifying effective
incentive structures for nature-positive food systems.

GOVERNANCE FOR LANDSCAPES AND COMMUNITIES
Landscape-level governance is particularly important
for the sound use of natural resources and provision
of ecosystem services. Much agricultural production
takes place within a mosaic of land uses, including
crop fields, animal grazing areas, forests and agro-
forestry areas, wetlands, and water bodies. There is
also a mosaic of landownership and governance. Crop
fields and agroforestry lands are often held privately;
grazing lands, forests, wetlands, and water bodies are
often held collectively and managed as community

commons, even when they are officially under state
ownership. Maintaining complex, multifunctional land-
scapes requires coordination across multiple uses and
actors to increase ecosystem services and reduce neg-
ative environmental impacts. This generally requires

a combination of formal and informal coordination
mechanisms. Itis challenging for such governance
arrangements to keep pace with rapid technological
changes, as illustrated by depletion of groundwater
aquifers when mechanized pumping allows farmers to
extract water faster than it is recharged. Building trust
among the actors and sharing reliable information are
among the key ingredients for effective deliberation
and collective problem-solving.?

Multistakeholder platforms (MSPs) are increasingly
seen as a useful approach for creating negotiation
space and knowledge exchange in integrated land-
scape initiatives.”® By bringing together different
actors, including government, the private sector, and
civil society, MSPs can help achieve a shared under-
standing of how each actor’s behavior affects others,
and facilitate agreements on rules, rewards, and pen-
alties for actions that increase or decrease ecosystem
services. The Nairobi Water Fund, for example, is a
recently formed MSP that aims to improve the effi-
ciency and allocation of water use across the Upper
Tana watershed (Box 2). However, MSP arrangements
are not a panacea: power differences among groups
will affect whose voices are heard, and some agree-
ments reached may not be enforceable. Government
actors can lend legitimacy to MSP decisions and sup-
port follow-up on agreements, thus enhancing trust
and enforcement of agreements.

INCENTIVES FOR SUSTAINABILITY

Policies for sustainable management of resources
have largely focused on regulatory instruments that
decree what people may or may not do, such as ban-
ning burning or cutting down trees, in order to reduce
“nature-negative” impacts. However, a number of pol-
icies reward nature-positive practices that sustain
environmental services. For example, payment for
ecosystem services (PES) initiatives provide financial
rewards for sustainable practices, such as paying peo-
ple to plant or keep trees.?” Watershed management
programs designed to manage upstream-downstream
linkages of water, soils, and pollutants likewise offer
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Box 2 NAIROBI WATER FUND ENCOURAGES SUSTAINABLE
PRACTICES IN THE UPPER TANA RIVER WATERSHED

The Nairobi Water Fund was recently set up by The Nature Conservancy and partners to improve downstream water quality for millions
of water users and provide benefits to farmers from more sustainable water use. The Fund provides farmers in Kenya's Upper Tana River
Basin with support for small-scale water-storage development, grass and tree seedlings, and expert advice on sustainable agricultural
practices, including terracing, planting napier grass for erosion control and livestock fodder, and maintaining vegetative buffers near
the river's tributaries. For farmers, these practices have potential to increase crop yields. Downstream benefits include reduced water-
treatment costs and increased hydropower generation. Together, these benefits are sufficient to create a "business case” for publicand
private sector funding. Engagement of various stakeholders was important n creating buy-in.? However, even with these engagement
processes, women and farmers with small landholdings are often unable to adopt space-consuming sustainable land management
practices, such as use of water-storage pans or setting land aside for buffers; identifying the preferences and abilities of both women
and men could help address this disparity.b

Source: °A.L. Vogl et al., “Valuing Investments in Sustainable Land Management in the Upper Tana River Basin, Kenya,” Journal of
Environmental Management 195, Part 1 (2017): 78-91. bR, Nijbroek and E. Wangui, What Women and Men Want: Considering Gender
for Successful, Sustainable Land Management Programs: Lessons Learned from the Nairobi Water Fund, GLF Brief 7 (Global Landscapes

Forum, CIFOR, 2018).

payments in cash or kind to upstream farmers and res-
idents to change their practices in ways that improve
the flow and quality of downstream water.

Both coercive regulatory and remunerative pay-
ment approaches require considerable information for
implementation, enabling institutions (such as tenure
security), and enforcement authority (Chapter 2). This
makes it challenging for state agencies or PES schemes
to operate locally appropriate programs over large
areas. However, state efforts can be complemented
by local institutions and by normative incentives.
Norms regarding the environment can strongly shape
people’s behavior, especially in cooperating for col-
lective goods.*® Norms for sustainable practices can
be strengthened by changing the mindset of officials
and community actors through campaigns that high-
light the importance of ecosystem services, and that
recognize and praise certain behaviors (such as plant-
ing trees) or create a stigma for other behaviors (such
as deforestation).

Given the urgency and complexity of transform-
ing food systems to meet the needs of all, both today
and in the future, all three types of incentive mecha-
nisms are needed: regulation, financial rewards, and
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“nature-positive” norms. Experience has shown that
sustainable solutions require not only technical infor-
mation and government intervention, but also active
stakeholder involvement through a variety of partic-
ipatory processes that tap into local knowledge and
objectives.”® Box 3 illustrates this through the experi-
ence of the Promise of Commons initiative in India.

NATURE-POSITIVE APPROACHES

Food systems played a key role in the enormous
improvements in living conditions registered over
the past 50 years. Yet, many food systems are now

. . . 30
widely viewed as seriously flawed or “broken”;

nearly
10 percent of the world’s population suffers from per-
sistent hunger; low-quality diets for many perpetuate
malnutrition over generations; and the environmen-
tal costs of our food systems affect climate, water, and
food production. COVID-19 has been a wake-up call
for agriculture and food systems to proactively and
more aggressively preserve natural systems to reduce
the risk of future disease outbreaks, natural disasters,
and climate change that may cripple national econo-
mies and people’s livelihoods.



BoX3 PROMISE OF COMMONS IN INDIA

InIndia, over 80 million hectares are classified as "commons,” including community forests, pastures, and water bodies. These common
areas provide a source of livelihoods for over 350 million people through fodder and forest products as well as critical ecosystem
services, including provisioning of surface and groundwater, soil nutrients, pollination, and pest control. Yet many of these commons
have experienced encroachment, decreased vegetative cover, and declining water availability.

To counter these problems, the Foundation for Ecological Security (FES) is using a systems approach to develop the multi-
organizational Promise of Commons Initiative. The core elements of this approach are securing community rights over the commons;
strengthening collective action for responsible local governance of resources; and access to resources and finance for restoration
activities. Securing collective rights is seen as essential to creating the incentives and authority for managing common resources. In
addition to forming or strengthening local organizations such as forest- and water-user groups both directly and in partnership with
other organizations, FES also pools technical tools, such as water budget calculators, and provides them to communities to help them
plan where to planttrees or place water-harvesting structures so as to optimize ecosystem services at the landscape level. The initiative
then helps communities tap into rural employment program funds or other public funds to finance restoration projects.

Togetherwith 83 NGO partners, FES currently works with 29,221 villages across 10 ecological regions of India, restoring 8.71 million
acres of common lands. FES also works with government agents at the state, district, and subdistrict levels to promote recognition of
the value of the commons and overcome the notion that these are "wastelands.” FES convenes multistakeholder platforms that bring
government and other agencies together with communities to identify needs and opportunities to improve both governance and
technical interventions in the commons in ways that also benefit private agricultural lands and livestock production.

Evaluation studies show marked improvements in a range of ecological and economic indicators related to the Promise of
Commons. Standing biomass on the community-managed lands is 2.6 times greater than on unmanaged common lands; and the
grass biomass is 2.4 times greater.” Secure rights and better resource conditions have improved the availability of water, fodder, and
nontimber forest products, leading to income gains. On average, household incomes have increased by 30 to 50 percent over a period
of 3 to 5 years, and the value of benefits derived from the commons per household per year increased from US$130 to $330.°

Increased incomes and savings have allowed the majority of households to increase spending on food, education, health, housing
construction and repair, and purchase of agricultural inputs and assets. The estimated value of returns, including environmental
benefits, are eight times the cost of the investment.® A recent comparison between communities where FES had been working and
comparable communities where they had not intervened shows that the coronavirus pandemic had negative effects on farm and
nonfarm livelihoods in both types of communities; but those where FES had been working were significantly less likely to resort to
risky coping strategies, such as eating seed stocks or taking out loans. This suggests that the FES interventions aimed at improving
livelihoods and ecological health have also strengthened resilience.

Source: “FES (Foundation for Ecological Security), Ecological Health Monitoring: A Summary Report 2016-17, Anand, India, n.d.; bFES,
Restoration of Ecological Security as a Means of Improving and Securing Livelihoods in the States of Karnataka and Rajasthan: A Mid-
term Assessment, NR Management Consultants, New Delhi, n.d.; ‘D. Mondal, S. Singh, and J.V. Dhameliya, "Assessing the Value of Our
Forests: Quantification and Valuation of Revegetation Efforts,” FES Working Paper (FES, 2005).
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While technological solutions, such as cultured
meat, offer promise, the largest potential for gains
lies in better integration of natural and food systems.
Realizing these gains requires broader perspectives
that integrate complete landscapes and watersheds
and consider these as integral to our human systems.
These broad integrative perspectives differ from com-
mon reductionist approaches that focus on fields or
farms. Nature-positive approaches require new forms
of governance that give individual actors confidence
that the ecosystems services on which their opera-
tions depend will also be nurtured by other actors in
the system.

These governance issues often present the thorn-
iest challenge to improving natural and food system
integration. Polycentric governance — separate insti-
tutions with their own roles and responsibilities, but
that are working toward a common objective — pres-
ents a promising path forward. Given the scope
of the challenges, multiple-incentive mechanisms,
such as regulations plus subsidies, can be usefully
employed by engaged institutions. At the same time,

GOVERNANCE FOR NATURE-POSITIVE FOOD SYSTEMS

the potential role of nature-positive norms must not
be forgotten as communities of all sizes grapple with
the common property issues that almost invariably
arise at the interface of natural and food systems. This
is particularly true in lower-income settings, where
externally imposed regulations are difficult to enforce,
subsidies are difficult to finance, and penalties would
have excessive negative impacts on those who are
already poor.

The integral dependence of food systems on natu-
ral systems means that food systems must work with,
and not against, natural systems. Achieving better
integration between natural and food systems can
be eased by technological solutions; however, gover-
nance issues across eco-agri-food systems will likely
be more fundamental to transformation and, as such,
should be a focus of continued research and exper-
imental practice. Only then will we be able to more
proactively address the growing risk of zoonotic dis-
eases and other risks from environmental degradation
and disasters that threaten to disrupt our food systems
and our lives.



“With greater investment

in the integration of

natural systems with

human systems, we
can move toward

‘nature-positive’ systems.”
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KEY MESSAGES

m Poverty, poor health, and malnutrition not only result
from pandemic stresses, but they also contribute to
pandemic-related risks that impact wellbeing and
worsen existing inequities.

m Vulnerable groups have been most affected by disrup-
tions to food systems, such as lockdowns, through loss of
employment and incomes.

B The urban poor, especially informal workers and women,
have borne the brunt of health and employment impacts.
Refugees and internally displaced persons have also
been disproportionately affected.

® Men, women, and children experience different risks
and stresses. Women have been more likely to experi-
ence increased domestic violence and food insecurity,
reduced autonomy, and loss of income.

m Social protection is critical for supporting vulnerable
groups and has expanded to an unprecedented degree.
But many people were still left without coverage, and

programs were rarely gender sensitive.

RECOMMENDATIONS

m Develop a better understanding of pandemic-related
risks and stresses as well as requirements for effective
social protection and related financing during a crisis.

m Use evidence to support policymakers’ efforts
to strengthen food system resilience to support
vulnerable groups. Test and document local,
context-specific innovations.

m Protect, rebuild, and strengthen women's rights and
control over assets, both during the pandemic and for
long-term food system transformation.

m Strengthen women'’s ability to build social capital by
supporting group-based programs, which can also be
effective service-delivery mechanisms.

® Adoptand improve on innovative responses to the pan-
demic, including use of digital transfers and expansion
of social protection to informal workers, with attention to
reducing inequities such as the digital divide.
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m Consider complementary programming on
gender-based violence, mental health, and maternal and
reproductive health for all social protection programs.

m Distill lessons from pandemic responses so that social
programs and policies can be redesigned to reduce gen-
der, ethnic, and other inequalities to limit the impact of
the next pandemic and promote an inclusive food sys-
tem transformation.

Across our food systems, there is an urgent need

to understand the effects of the current pandemic,
including the impact of policy responses such as
the stay-at-home orders and social protection sys-
tems, on the wellbeing and nutrition of vulnerable
populations. Pandemics can be expected to have a
disproportionate impact on minorities and other dis-
advantaged groups — who often suffer more from
preexisting conditions and face greater risk of infec-
tion, and whose coping options are constrained by
poverty and limited access to services, information,
and technology.’

Emerging data on the impacts of the coronavi-
rus pandemic have exposed underlying inequalities.
Importantly, poverty and poor health and nutrition can
both result from pandemic stresses and contribute to
pandemic-related risks. The pandemic and related pol-
icy responses are affecting the wellbeing of vulnerable
populations in part through loss of access to healthy
diets; in turn, malnutrition may raise the risks of seri-
ous infection, complications, and death. Moreover,
the actions some households take to cope with the
short-term impacts of the shocks (such as selling assets
and taking children out of school) can affect their
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livelihoods and wellbeing in the long run. These imme-
diate and secondary effects and their feedback on food
systems, nutrition, and health form a complex web of
trade-offs and impacts.

To better understand these impacts and potential
solutions, we examine the problem from two perspec-
tives. Viewing the problem using a COVID-19 lens
reveals both economic and health inequalities and vul-
nerabilities. Viewing the problem through a gender
and inclusion lens shows how the pandemic magnifies
these underlying inequalities and vulnerabilities. When
we acknowledge these inequalities and address them
in the design of policies, particularly social protection
interventions, vulnerable groups get a better chance
at attaining a healthier and more productive life — not
only during the pandemic, but over the long term as
we work toward transformation of our food systems.

DID COVID-19 INCREASE INEQUALITY?

We are just beginning to understand how, and why,
this global shock has affected different groups within
countries and different members within each house-
hold. Here, we focus on how pandemic-related
disruptions to food supply chains in developing coun-
tries are affecting the poor and other vulnerable
groups. The impacts are expected to be widespread
but uneven, with rural areas insulated from the worst
of the crisis and urban populations harder hit by loss
of incomes and employment in the short term (see
Box 1 on Myanmar) and medium term.? Disruptions in
food supply chains can also have implications for diet
quality (Chapter 3), with differences between rural
and urban areas, as seen in the case of Myanmar. Rural
areas may be better protected from decreased food
and dietary diversity, at least in the short run, as seen
in Burkina Faso (Box 2).

URBAN AND RURAL IMPACTS

Urban areas are the epicenter of the pandemic, with
over 90 percent of all COVID-19 cases reported.” A
recent review summarizing the impacts of COVID-19
on cities emphasized the disproportionate impacts
on poor, marginalized, and vulnerable groups.* These
differential health impacts reflect the urban poor's
limited access to medical care and their substandard

living and working conditions. Social distancing and

sanitation — key preventive measures for a disease like
COVID-19 — are difficult to achieve in urban slums.

In terms of employment, the pandemic lockdowns
have disproportionately affected workers in the infor-
mal sector. This reflects the nature of food supply
chains in much of Africa and Asia where the midstream
and downstream services, which are labor inten-
sive and face little regulation or public standards, are
concentrated in dense urban and peri-urban areas.
Informal workers generally have neither employment
nor health insurance. Yet, the informal sector may
prove nimbler than the formal sector in coping with
the pandemic. In India, for example, informal shops
(relying on family labor) have been active during
times when formal retailers had to close because of
the pandemic.5 In Africa, in contrast, nonpoor urban
households have been hit significantly as manufactur-
ing and businesses face the strictest lockdowns.®

Social safety nets in urban areas may also help to
buffer households and individuals against shocks,
although coverage is generally quite low (Box 1); in
low-income countries, only 18 percent of the poorest
fifth of the population was covered by a social assis-
tance scheme before the pandemic.” To address the
multiple crises affecting health, equity, employment,
public finance, and public services in urban areas, gov-
ernments must simultaneously help those who are
infected and also address the urgent need to curtail
the spread of the disease and to use safety nets to mit-
igate the food security impacts stemming from loss in
incomes and employment.

In rural areas, dominated by small farms depen-

dent on family labor, the farm sector has not suffered
major direct impacts but may be indirectly affected

by disruption of input supply chains and a dampen-
ing of demand for food due to reduced incomes. Even
within the farm sector, the impacts may be uneven

and are likely to vary across countries and contexts.
Work on Ethiopia’s vegetable chains suggests that
medium-scale tenant farmers have been most affected
by labor disruptions (Chapter 6).* Small farms that rely
on family labor and large farms that hire more labor
but are big enough to reorganize labor use safely have
done relatively better. At the same time, medium-scale
farmers benefited more from the price increases in
output markets.
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BoX1 A RURAL-URBAN COMPARISON FROM MYANMAR

In June and July 2020, approximately 2,000 mothers from nutritionally vulnerable groups in Yangon, Myanmar's largest city, and
rural agricultural areas of Myanmar's dry zone were surveyed. The urban sample was comprised of women who were pregnant in
January 2020. Survey questions about the perceived impact of the pandemic on the women's households revealed some interesting
differences between the rural and urban samples. While loss of income or jobs was the most frequently reported impact across
both samples, a larger share of urban households reported this setback. Among households able to estimate their monthly incomes
confidently, incomes declined between January and June 2020; and a larger share of rural households than urban households
reported an income decline or zero income as of June 2020. There was also a sharp increase in income-based poverty - up 31.9
percentage points among the rural sample and 21.9 percentage points among urban households. Two factors were likely to increase
the risk of becoming poor: job loss of a family member (including migrants) and the birth of a child (but not pregnancy), indicating a
lack of access to social protection and maternity benefits at the workplace. Coping mechanisms did not differ much between the urban
and rural samples, with many households taking out loans, drawing down savings, or simply reducing spending.

Urban women were twice as likely as the rural respondents to report food supply challenges (related to availability, prices, or
affordability) as a result of the pandemic, and fared worse on every indicator of food security, including diet quality. About 34 percent
of the urban sample reported inadequate maternal dietary diversity as compared with about 16 percent of the rural sample. Plausible
explanations for the difference in diets include better access to more nutritious foods in rural areas at this time of the year, food supply
disruptions in urban areas, and food taboos related to pregnancy/post-pregnancy (since the women in the urban sample were either
pregnant or had recently given birth). The pandemic also had a major impact on mothers’ diets, particularly increasing the risk of
micronutrient deficiencies.

Myanmar's government acted quickly and implemented its COVID-19 Emergency Response Plan in April 2020, which included
in-kind food transfers to vulnerable populations; emergency food rations delivered via community-based food banks; top-up benefits
for existing maternal, child, and pension program recipients; and cash transfers to the most vulnerable households. Approximately
30 percent of the respondents reported receiving cash or in-kind transfers in June 2020, primarily from the government. Coverage of
the transfers was higher in the rural sample and among households with fewer assets. However, within the asset-poor group, only 35
percent received transfers — indicating a significant gap in coverage.

This experience in the early days of the pandemic points to the need to scale up social protection efforts to include urban
populations, to expand coverage of pregnant women and mothers of young children, and to adjust labor laws to provide protection to
women's incomes during pregnancy, childbirth, and early infancy.

Source: D. Headey et al., “Poverty and Food Insecurity during COVID-19: Evidence from the COVID-19 Rural and Urban Food Security
Survey (RUFSS) — June and July Round,” Myanmar SSP Policy Note (Washington, DC: IFPRI, 2020).

VULNERABLE GROUPS equipment fall more heavily on informal sector work-
Informal sector workers live hand-to-mouth with ers.'® The pervasiveness of informality in rural areas
minimal savings, and must work every day to feed also implies that much of the world's rural population
themselves and their families. About 61 percent of the may not be protected from loss of employment. This
world’'s employed population is in the informal sector, highlights the need for social safety nets beyond those
and 93 percent of the world's informal employment that are targeted to the poorest of the poor.

is located in emerging and developing countries.’

Unlike many jobs in the formal sector, most informal Migrant workers were especially vulnerable during
sector jobs cannot be performed remotely,and thus national lockdowns. Many were forced to return home,
any restrictions on movement or lack of protective often without any means to do so or safety nets to fall
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Box 2 IMPACTS OF THE PANDEMIC ON DIETS, NUTRITION
STATUS, AND FOOD SECURITY IN RURAL BURKINA FASO

InBurkina Faso, an observational study aimed at providing new empirical evidence on trendsin diets, health, nutrition, and food security
among rural populations was temporarily interrupted by the pandemic, allowing for analysis of the impact of the crisis. Three rounds of
surveys had been conducted in 90 villages in three regions of the country between early 2017 and mid-2019, including approximately
1,080 households with mother-and-child pairs. The fourth survey in the series, which began in March 2020, was interrupted by the
national lockdown in April and resumed in June after lockdown measures were eased. The study looked at child nutrition (body mass
index [BMI]), child morbidity (caregiver-reported symptoms during previous week), diets (for women and children, using the measure
of micronutrient intake), and household food security (shocks and access to food and to social assistance).

The analysis found that mean BMI was 0.24 points higher in children surveyed post-lockdown compared to children surveyed
pre-lockdown. No statistically significant differences were found in children’s and mother's diets, or in household food insecurity,
shocks, or social protection. However, the small change in social assistance scores may reflect the scale-up of some targeted social
assistance post-lockdown. Though no evidence was found of a major food-security-related shock in the immediate aftermath of the
April 2020 lockdown, the data suggest that these rural households were already struggling with high levels of food insecurity well
before 2020. Moreover, the data also suggest these households were rarely covered by social assistance programs either before or
after the lockdown, highlighting an important gap in safety net coverage.

Source: A. Gellietal., “Diets, Nutritional Status, and Food Security in Rural Burkina Faso: Empirical Evidence Before and After COVID-19

Lockdown” (forthcoming).

back on."" The chaos caused by the sudden national
lockdown in India is now infamous — millions of
migrant workers made long treks back home on foot,
as all transportation was shut down, and many died
during their journey.' In countries where safety nets
were already in place or where a database of work-
ers existed, it was easier to provide assistance to such

workers (Box 3).”®

Refugees and internally displaced persons (IDPs)
in refugee camps and temporary settlements have
been affected disproportionately by the pandemic.
Like slum dwellers, they face overcrowding and lack
access to water, hygiene, and sanitation. Making mat-
ters worse, many refugee and IDP populations are
located in places with weak or fragile healthcare sys-
tems and low government capacity. Despite this risk,
the global response to the pandemic has not ade-
quately included refugees and IDPs."* A study that
modeled COVID-19 transmission rates in Rohingya ref-
ugee camps in Bangladesh shows that dealing with
COVID-19 would require large increases in healthcare

capacity and infrastructure that may exceed what is
feasible.” This highlights the need to think and plan
ahead for these settings and for the next pandemic. In
the longer term, this will require not only investments
to make the camps more livable, but also services to
move people out of camps more quickly and into more
sustainable and permanent settings so that such crises
can be avoided.

GENDER AND FAMILIES

Pandemic stresses on vulnerable populations — includ-
ing financial stresses and confinement — can create or
aggravate tensions in the home, lead to mental dis-
tress, and reduce women's autonomy. For men, who
are typically seen as and consider themselves to be
their families’ breadwinners, loss of employment and
income may lead to depression, suicidal thoughts, or
domestic violence.'®* Men may also lose contact with
their peers, exacerbating stress."”” As male migrants
return home, women are likely to lose their autonomy

in decision-making and their role as de facto house-
hold heads.
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BoXx3 DEVISING A SAFETY NET DURING A PANDEMIC: A CASE FROM BIHAR, INDIA

In the wake of India's pandemic-induced lockdowns, the state government of Bihar implemented the Corona Sahayata program. This
social safety netwas set up from scratch in the middle of the pandemic to support migrant workers from Bihar who were stuck in other
parts of the country and had no access to safety nets. Given the circumstances, it was implemented and executed completely digitally.
The program was far from perfect but is an excellent example of what can be accomplished quickly in a crisis.

In late March 2020, India's federal government announced a countrywide lockdown and soon after, a relief package providing
cash and food transfers. India’s Direct Benefit Transfer platform is used by various federal and state programs to deliver transfers
digitally. This platform is complemented by the biometric ID system (Aadhaar) and a nationwide financial inclusion program (Jan
Dhan) designed to expand bank account ownership. The pandemic provided the perfect opportunity to test these systems. It soon
became clear that the government's biggest problem was not how to pay beneficiaries but whom to pay. While India has a multitude
of social safety nets - at both the federal and state levels — it does not have a unified beneficiary database or social registry.

Many migrant workers from Bihar were stranded in other states, with no income and no access to social assistance. Social
assistance was available to them only in Bihar, where they were registered. On April 7, 2020, the Bihar government responded by
launching the Corona Sahayata scheme to provide direct cash transfers of 1,000 rupees (about US$15) into bank accounts of migrant
workers, so that they could return home. Starting from a blank slate during a pandemic meant that the scheme had to be digital end-
to-end. Applicants had to provide proof of residence outside Bihar and a bank account registered in Bihar. They also needed access to
a mobile phone to receive the transfer. The Bihar government received about 3 million applications within a month of the scheme's
launch, and roughly 2 million were verified and paid before the end of May 2020.

Not surprisingly, there were challenges in implementation, particularly the application process and complicated eligibility
criteria, and the costs often outweighed the benefits. There are no data to evaluate how the scheme performed, but the experience
offers important lessons for safety nets in such circumstances. Even in a country where the prerequisites of digital transfers were up
and running, identifying and paying beneficiaries was not straightforward. With restrictions on mobility, bank accounts may not be
the best option for delivering transfers. In addition, as is the case with all digital transfers, people who lack digital access are excluded.

Source: A. Mukherjee, “Digital Cash Transfers for Stranded Migrants: Lessons from Bihar’s COVID-19 Assistance Program,” CGD Notes
(Washington, DC: Center for Global Development, 2020).

For women and children, quarantine conditions
increase intrahousehold tension and exposure to
potential violence. Intimate partner violence has been
shown to increase during pandemics (Box 4), but
overburdened health services — often the first point
of contact for women seeking help — may be unable
to respond. Redirection of health services toward the
pandemic response also jeopardizes reproductive
health services such as family planning and obstetric
care. The indirect effects of an inadequate health-
care system will also have long-lasting consequences
for maternal and child health — as the COVID-19
response takes precedence over non-emergency
health services, such as growth monitoring and nutri-
tional counseling.'

Stay-at-home orders also make it difficult for many
women to procure food for cooking. Women may have
to allocate the limited amount of time permitted out-
side the home to procure either safe water or food for
their children and families; the difficulty of accessing
water or food is a long-term problem that is magni-
fied by the pandemic. And food insecurity may affect
women more than men, as seen in previous work on
the food price crisis of 2007-2008."° As their small busi-
nesses collapse and their informal work arrangements
are canceled, women lose financial independence,
affecting their empowerment in the short term, with
potential longer-term impacts on children. Children
may be affected in multiple ways — through increased
exposure to domestic violence, poorer nutrition and
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Box4 PANDEMICS AND VIOLENCE AGAINST WOMEN AND CHILDREN

Early in the pandemic, stakeholders working on gender equality warned of an increasing risk of violence against women and children
due to a confluence of factors, arising from both direct effects of the virus and associated response measures. A review of the literature
on past pandemics, public health emergencies, and economic crises identified nine distinct and overlapping pathways through
which pandemics could lead to changes in the frequency and severity of violence, depending on the setting and population group
of interest. Primary pathways include (1) increases in economic insecurity and poverty-related stress, and (2) social isolation and
quarantines, which in turn induce poor mental health and increase exposure to perpetrators in the home. Emerging literature has
largely confirmed these dynamics.

More than 70 rigorous qualitative and quantitative studies have been published since the onset of the pandemic, most of which
attempt to measure trends in violence over the pandemic period or to identify associated risk factors. While the majority of these
studies find evidence of increased incidence and/or severity of violence, there are clear data constraints, including the use of reported
data from administrative sources (which may also be affected by the pandemic), that likely affect the findings. Moreover, most of
the evidence is from high-income countries and focuses on intimate partner violence, rather than more diverse forms of violence
or geographic locations. Although the evidence with respect to effective response options is scant, the broader literature suggests
that, in addition to bolstering first-response efforts, it is critical that social protection be put in place to address economic factors
along with policies ensuring safe housing for survivors. Long-term solutions include increasing funding for violence-related services,
integrating violence risk into pandemic preparedness planning, and changing social, legal, and economic policies that condone and
allow violence against women and children to continue.

Source: A. Peterman et al., “Pandemics and Violence against Women and Children,” CGD Working Paper 528 (Center for Global
Development, Washington, DC, 2020); and A. Peterman and M. O’Donnell, “"COVID-19 and Violence against Women and Children: A
Third Research Round Up for the 16 Days of Activism,” CGD Notes (Washington, DC: Center for Global Development, 2020).

health, lower schooling attainment, and developmental

issues owing to all of the above. These impacts may hurt
girls more, which in turn could affect female labor-force

participation in the next generation.

Strengthening women's assets should be a key pri-
ority both in pandemic response and recovery and in
the longer term. Because women's assets are often
the first sold in economic crises,?’ protecting them
to the extent feasible and rebuilding them after the
pandemic will be crucial. Even more important will
be securing women'’s rights to and control over their
assets in the longer term, so that these assets will not
be vulnerable to depletion if there is a shock. Such
efforts also support women’s empowerment. Owing
to social distancing and lockdowns during the pan-
demic, many women have lost access to group-based
programs that had provided a way to build both social
and financial capital. Rebuilding the social capital
embedded in women’s groups may also empower

women to learn about and avail themselves of public
services, and to provide the leadership their communi-
ties need.”’

HOW INCLUSIVE WAS THE SOCIAL
PROTECTION RESPONSE TO COVID-19?

Social protection is one of the key measures that gov-
ernments take to reach vulnerable people in response
to crises. The social protection response to the pan-
demic has in many ways been unprecedented in scale
and nature. About one-third of the 1,414 social protec-
tion measures taken by 212 countries and territories, as
of mid-December 2020, encompassed various forms
of cash transfers. These transfers have reached more
than 1.1 billion people, or 14 percent of the world’s
population — a rate that increases to 16 percent if all
forms of social assistance are considered. Relative to

pre-pandemic levels, cash-transfer benefit amounts
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doubled, and coverage (the number of beneficiaries)
grew by 240 percent. At least US$800 billion has been
invested in social protection, a level 22 percent higher
than in the recession of 2008-2009. Programs have been
simplified both in administration and design, allowing
for faster scaling up during this crisis.*?

Yet the social protection responses were limited in
many ways: cash transfer programs lasted 3.3 months
on average, with a mere 7 percent of them extended for
a longer period; 30 percent of programs were one-off
payments. Additionally, scale-up occurred better
and faster where delivery mechanisms were stronger
(Chapter 2). Only a quarter of countries reached more
than a third of their population, with no low-income
country reaching this coverage level. Spending
amounted to about US$6 per capita on average in
low-income countries, almost 90 times lower than aver-
age benefits in high-income countries.?®

Against this backdrop, governments have lev-
eraged the pandemic response to address some
longstanding challenges, many of which can lead to
long-term transformation in the design of these pro-
grams.** For example, at least 11 countries in Africa
have extended coverage of cash transfers to vulner-
able urban dwellers, including adapting design and
delivery practices to fit urban contexts.”® In India,
transfers have been provided to migrants,?® while a
number of countries (such as Thailand and Brazil) are
now deliberately supporting informal sector work-
ers by allowing them to apply to receive transfers;
this is leading to "quasi-universal” social protection
provisions.27 In some countries, innovative combina-
tions of social assistance and insurance have been
introduced (for example, in Pakistan), and interven-
tions like public works are being reconfigured to fit
the nature of the pandemic — for example, by waiving
work requirements (in India and Ethiopia), changing
implementation so workers are not in close proxim-
ity to each other (in Uzbekistan), and adapting “cash
for services,” such as sanitization of homes and neigh-
borhoods (in the Philippines) and remote mentoring of
adolescent girls (in Uganda).28

Despite these innovations, some opportunities have
been missed. Thus far, the social protection response
to the pandemic in most countries has not been
gender-sensitive, with fewer than 30 programs across
25 countries including gender-sensitive components.*

This represents a mere 2 percent of all measures that
were undertaken across the 212 countries. While this

is not surprising given the speed with which govern-
ments had to respond, it is worrying because the
pandemic-induced crisis can be expected to widen
many gender inequities. From a long-term transforma-
tion perspective, it is important that policy actions be
evaluated from a gendered perspective to ensure, to the
extent possible, that the responses are gender-sensitive
and builtinto programs in the future. Complementary
programming focused on gender-based violence,
mental health, and maternal and reproductive health
should all be considered in the design of social protec-
tion programs — not just in response to shocks but also
to foster long-term change that can prevent financial
and health-related disruptions.>® For example, mobile
transfers directly to women'’s accounts are a promising
innovation; however, we need to be mindful of women'’s
relatively limited access to digital technologies.

There is no silver bullet for the diverse and multi-
faceted problems arising from a pandemic or similar
shocks, but local, context-specific innovations may
provide a way forward (Box 3). Testing and documen-
tation of such innovations, including the contexts in
which they function, coupled with the political will
to scale up strategies that work, may provide solu-
tions now and in the future. For example, in countries
with limited Internet connectivity and inequality in the
distribution of digital devices, the digitally margin-
alized are not only cut off from important sources of
health and economic information, but also deprived
of the possibility of benefiting from rapid, targeted
safety-net responses such as that implemented in
Bihar. Thus safety nets alone are not enough.

PREPARING FOR THE NEXT
PANDEMIC AND BEYOND

The coronavirus pandemic is not yet over, and it is
unlikely to be the last pandemic we will face. Fully
understanding the short-, medium-, and long-term
implications of the pandemic and policy responses
across the food system will require integrated, multi-
disciplinary efforts by the policy, program, and
research communities.

The COVID-19 experience makes clear who are the
most vulnerable groups — those who live in suboptimal
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conditions, depend on unreliable livelihoods, and do
not have access to healthcare or safety nets. Digital
technologies have shown promise in the current cri-
sis but have also highlighted the challenges of the
great digital divide between rich and poor and of cov-
ering individuals and families that are off the grid.
Investments are needed not only in digital technol-
ogies and infrastructure but also in generating a
database of potential beneficiaries that can then be
easily linked to the digital infrastructure.

Many governments responded quickly to the cri-
sis, but the response was often insufficient. To enable
a sustainable and proactive approach, a better under-
standing is needed of the requisite level and frequency
of safety-net transfers and of mechanisms for financ-
ing them. Just as the scientific community has learned
much about preventing, mitigating, and eventually stop-
ping the spread of the pandemic, the policy community
has also learned lessons about how to mitigate the
adverse economic effects, particularly for vulnerable
groups. It will be important to distill the lessons learned
from the pandemic responses all over the world, so that
food systems and social programs and policies can be
redesigned to alleviate existing inequalities that hamper
the ability to cope with, and recover from, these health
crises and to allow everyone to prosper.

The unprecedented nature of the crisis led to inno-
vative responses, paving the way forward in three
ways.”' First, governments responded and reached a
large majority of vulnerable households despite vari-
ous barriers — showing that reaching these households
is above all a matter of political choice. Second, efforts
must be deliberate and intentional, with a clear goal.
Governments are undoubtedly central to these efforts,
but it is equally important to recognize that commu-
nities, the private sector, and partnerships among
them can contribute to achieving long-term objec-
tives. Third, the rapid mobilization of research, both on
ways to fight the virus and to understand and mitigate
its effects, has increased knowledge on how we might
cope with future shocks and enable long-term trans-
formation in social programs and policies.

Preparedness is important, and researchers can
play their partin helping policymakers be more pro-
active and innovative in their endeavors to strengthen
food systems. Given the evidence that the pandemic
has had disproportionately adverse impacts on vul-
nerable populations, we must pay attention to health
equity, gender and ethnic equality, and human rights
in this transformational journey.
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“When we acknowledge
inequalities and address
them in the design of

policies, particularly social

protection interventions,
vulnerable groups get a
better chance at attaining
a healthier and more
productive life — not only
during the pandemic,
but over the long term.”
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KEY MESSAGES

B The pandemic disrupted food supply chains through
government-imposed lockdowns and restrictions, affecting
labor supply, input provisioning, logistics, and distribution
channels, and shifting consumer demand for food.

B Impacts differed by the degree of integration and mod-
ernization of food supply chains.

m “Transitioning” supply chains were the most vulnerable —
these chains are long but still poorly integrated, face
infrastructure limitations, and are dominated by small
and medium enterprises (SMEs) that depend heavily on
hired labor.

m Traditional supply chains also suffered but less so, being
generally short and relying on family labor.

m Modern, integrated supply chains were better positioned
to adapt and innovate. Businesses that were able to
“pivot” or innovate rapidly fared well, using either their
own capacity or intermediaries to expand e-platforms for
supply and delivery.

m Ongoing trends, most notably the growth of
supermarket-style retail, e-commerce, and food delivery,
were accelerated by the pandemic.
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B Recentinnovations offer opportunities for SMEs in food

supply chains. E-commerce jumped by 100 percent in
middle-income countries, and specialized logistics inter-
mediaries have innovated to meet the needs of both
large food businesses and developing-country SMEs and
smallholder farms.

RECOMMENDATIONS

Create a business environment that supports private
sector firms in their central role in food system resilience
and transformation.

Promote food system modernization and innovations —
driven by the private sector but enabled by the public
sector — that enhance resilience and help generate employ-
ment and better livelihoods along food supply chains.

Develop regulations that promote market integration
and reduce transaction costs along supply chains.

Invest in adequate basic infrastructure, ICT, and mobile
networks to facilitate business and supply chain innova-
tion and modernization, especially for SMEs.

Focus government interventions on targeted support to
improve market access and entry for SMEs.



The COVID-19 pandemic has revealed both the vulner-
ability and resilience of food supply chains. From farm

to retail, supply chains have been disrupted, primarily
by government-imposed lockdowns and other restric-
tions affecting labor supply, input provisioning, logistics,
and distribution channels. (See Figure 1 for a simplified
presentation of food supply chains.) Impacts have dif-
fered by type of commodity: Mechanized production of
cereals and other staples on large farms proved less vul-
nerable than labor-intensive and labor-dense production
of fruits and vegetables on smaller farms. Postharvest
handling, packaging, and processing for many perish-
able foods were susceptible to outbreaks of COVID-19
among workers because of close working conditions.
Disruptions and enhanced virus transmission were espe-
cially notable in the meatpacking industry."

Impacts have also differed by country and degree
of integration and modernization of food markets.
Countries where food systems are transitioning from
traditional to modern appear to have been most vul-
nerable to supply disruptions and restrictions on labor
movements. Transitioning supply chains are long and
operations often depend on hired labor, but the mul-
tiple stages between farm and retail are still poorly

integrated and fragmented — characterized by, for
instance, little development of temperature-controlled
storage and transportation, poorly connected

service and input markets, and underfinanced sup-
pliers. These supply chains have been vulnerable to
COVID-19 restrictions. Border closures and curfews
have led to food losses as transport of perishables
have had to take place in daytime heat instead of
during cooler nights. In other cases, hired workers
were unable to report to work.” More traditional supply
chains (depicted in Figure 1) have also proven vulner-
able for much the same reasons, but less so, as these
chains remain short and producers and operators are
mostly family owned, using little hired labor.

This chapter draws on collaborative research by the authors with A.
Heiman, L. Lu, C. Nuthalapati, and D. Zilberman ("'Pivoting’ by Food
Industry Firms to Cope with COVID-19 in Developing Regions: E-commerce
and 'Co-pivoting’ Intermediaries,” Agricultural Economics [2021, forth-
coming]); the case studies published in a special issue of Agricultural
Economics on "COVID-19 Impacts on Global Food Systems and Household
Welfare,” ed. J. Swinnen and R. Vos (2021, forthcoming); and the frame-
work provided in T. Reardon and J. Swinnen, “COVID-19 and Resilience
Innovations in Food Supply Chains,” in COVID-19 & Global Food Security,
ed. J. Swinnen and J. McDermott (Washington, DC: IFPRI, 2020).
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FIGURE 1 Traditional and modern integrated supply chains
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Modern supply chains (integrating all segments in
Figure 1) have generally been the least affected, pos-
sessing greater capacity to adjust and innovate to keep
supply chains running. Large-scale operators in modern
supply chains benefited from a fair degree of control
over input supplies and marketing channels, greater
flexibility to switch between suppliers within their net-
works and between destination markets, and sufficient
resources to innovate and “pivot” business operations.
("Pivoting” refers to fundamental shifts by businesses in
strategy and practices in response to adverse shocks or
to take advantage of major new opportunities.’ Below,
we introduce the term “co-pivoting” to refer to signifi-
cant complementary shifts in business strategies and
operations by firms upstream or downstream from piv-
oting businesses.”)

Pivoting by private food businesses and intermedi-
aries in 2020 typically leveraged digital platforms and/
or new types of logistics business models that were
already beginning to emerge before the pandemic.
Such innovations in business operations, especially
the use of e-commerce, e-logistics, e-payment, and
e-procurement platforms to link to suppliers and buy-
ers, proved effective in adjusting to the major supply
and demand shocks provoked by the pandemic, and
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Consumers

they are likely to endure. While adoption of these inno-
vations may be challenging in some contexts, they
provide important new opportunities, particularly

for the many small and medium enterprises (SMEs) in
developing-country food supply chains. Importantly,
these innovations have been wholly market driven and
introduced by private operators, though facilitated by
existing, primarily publicly provided infrastructure as
well as regulations for mobile communication technol-
ogy and other connectivity.

PANDEMIC ADAPTATION STRATEGIES OF
GLOBAL AND LOCAL FOOD BUSINESSES

Lockdown policies to contain the spread of COVID-19
provoked massive shocks to entire food supply chains,
interrupting supplies and altering demand. The global
recession has hurt nonfood activity the most, but
business disruptions and severe employment and
income losses have also spilled over to the food sec-
tor by interrupting input deliveries and dampening
food demand. On the supply side, as downstream
food businesses faced obstacles in sourcing agrifood
products from farmers, they sought to ensure supplies
either by strengthening their own vertically integrated



delivery channels, in the case of large operations, or
by using a range of new logistics and delivery inter-
mediaries organized through e-platforms. On the
demand side, partial or complete closure of restau-
rants and other food service businesses as well as
restrictions on mobility meant that consumers began
buying relatively more from retail distributors, espe-
cially modern stores that offer a broad variety of
food products and other necessities. Social distanc-
ing measures and people’s fears of infection also
increased demand for home delivery, especially
through e-commerce platforms.

ACCELERATING CHANGE

COVID-19 has accelerated many ongoing shifts in food
supply chain operations. During the past 25 years,

the agrifood sector underwent major and rapid
changes, especially in developing countries. Financed
by large-scale foreign or domestic investors, supply
chains modernized, a process that includes restruc-
turing of wholesale and retail distribution, logistics,
processing, and input supply to provision rapidly
expanding urban food markets.’ Upstream innovations
included modern farm inputs and new technologies;
downstream innovations, our focus here, included
expansion of supermarkets, franchised fast-food ser-
vice, and packaged processed food. In developing
countries, the characteristics of traditional markets —
including fragmented supply chains, missing service
and input markets, inadequate skills, and underfi-
nanced suppliers — have tended to hamper adoption
of these innovations.

As a result, two broad modernization modalities
have emerged. Some large-scale operators have set
up vertically integrated supply chains to control input
and output delivery and limit transaction costs. Other
large-scale supermarket chains, traders, and food
processors employ an array of SMEs to support trans-
portation, logistics, distribution, and delivery. Vertically
integrated supply chains have shown greater resilience
and capacity to adjust and innovate during the pan-
demic. Supply chains dominated by SMEs, common in
many developing countries, have been more vulner-
able. As mentioned, these systems have less capacity
to adjust to restrictions on labor movements (when
relying on hired labor, rather than family members)
and greater susceptibility to disruptions in other input

provisioning and transportation (especially where stor-
age and processing capacities are inadequate).

SUPPLY: Resilience and adaptation
In some contexts, these modernization processes have
led to strongly dualistic market structures, with modern
vertically integrated supply chains serving one market
segment and traditional SMEs serving another. Senegal’s
fresh fruit and vegetable supply chains illustrate the
stark contrast in ability to adjust to the pandemic shock
(Box 1). The vertically integrated, large-scale modern
firms, which cater exclusively to export markets, have
suffered little impact from the pandemic. These firms
were able to adjust market channels and adapt business
operations to circumvent labor restrictions. In contrast,
small-scale farms, traders, and handlers operating in
Senegal’s poorly integrated domestic markets were
severely affected by labor restrictions and disruptions in
input supply, aggravated by a lack of adequate storage
and limited capacity to manage risks.®

In Ethiopia, vegetable supply chains were also
severely affected by disruptions in transport and in
the supply of key farm inputs. In response to the pan-
demic, the government introduced trade restrictions
to protect domestic producers from import compe-
tition. The impact on Ethiopian vegetable farmers
was mixed. Those farmers who could sell into urban
markets benefited from reduced local and interna-
tional competition and higher prices, but those who
could not trade to other parts of the country lost out.”
However, Ethiopia’s smaller vegetable farms were
less affected by pandemic-related disruptions than
medium-sized farms, as smaller farms rely less on hired
labor.® This finding is consistent with the more general
hypothesis that vulnerability to reduced labor availabil-
ity, as resulted from pandemic restrictions, shows an
inverted U-shaped relationship with farm size.” That is,
small farms that rely on family labor have been largely
unaffected by labor restrictions, but vulnerability
increases among medium-sized farms with relatively
high dependence on hired labor. Resilience has been
much greater among agribusinesses large enough to
benefit from significant economies of scale and finan-
cial capacity; these businesses managed to assure
their labor supply by reorganizing labor shifts and
arranging for safe transportation for workers, as was
observed in Senegal’s large export firms.
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Box1 COPING WITH COVID-19 SHOCKS IN FRUIT AND
VEGETABLE SUPPLY CHAINS IN SENEGAL

Senegal's large-scale fresh fruit and vegetable companies showed great resilience and were hardly affected by the pandemic, as
documented in a recent study. These large companies operate vertically integrated supply chains oriented entirely to export markets.
They were able to avoid labor supply disruptions due to COVID-19 infections by providing their workers with protective gear, doubling
the number of shifts (and thus halving the number of laborers per shift), and investing in safer transport facilities to bring workers to
and from the fields and collection centers. Vertical integration meant these companies also could rely on secure input supplies and
marketing channels, as well as on their own cooled storage and transport capacity.

Small-scale, traditional fruit and vegetable enterprises catering to Senegal's domestic market, in contrast, were hit hard in the
first months after social-distancing measures were imposed to contain the virus. These companies had little capacity to adjust and
innovate in response to the shock and, consequently, were deeply affected by the mobility restrictions, closure of shops and wet
markets, and their lack of access to credit and cold storage facilities. Senegal's traditional horticulture producers and traders generally
faced lower output prices (caused in part by lower demand and quality loss) and rising input costs, which squeezed their profit margins
and reflect the lack of resilience in local supply chains.

Source: Based on K. Van Hoyweghen, A. Fabry, H. Feyaerts, I. Wade, and M. Maertens, “The Resilience of Horticultural Supply Chains

to the Covid-19 Pandemic: Insights from Senegal,” Agricultural Economics (forthcoming, 2021).

DEMAND: Modern retail and e-commerce

Previous food and health safety crises led to increased
supermarket purchases and declines in shopping

at traditional wet markets; the SARS epidemic, for
example, jumpstarted e-commerce in China. The
COVID-19 pandemic likewise has increased modern
grocery store sales at the expense of traditional stores
(Figure 2 and Table A1). Albeit starting from low levels,
e-commerce in food retail jumped by over 100 percent
during 2020 in many middle-income countries, includ-
ing Brazil, Indonesia, and South Africa, and by almost
50 percent worldwide. Although Figure 2 refers to
consumer e-purchases at the retail stage only, use of
e-commerce platforms in other segments of the sup-
ply chain such as logistics is growing even faster and
fundamentally changing the structure of food business

operations, as we detail further below.

BUSINESS INNOVATION FOR RESILIENCE: E-commerce
During the pandemic, many modern food businesses
have been able to make innovations in their oper-
ations to cope with pandemic-related supply and
demand shocks. Adjustment capacity and strate-
gies have varied not only by type of supply chain but

BUSINESS RESILIENCE, INNOVATION, AND ADAPTATION

also within already modernized supply chains. Often,
differences have their origin in pre-pandemic inno-
vation strategies. Some modern food-industry firms
pivoted by expanding e-commerce to reach con-
sumers and, for inputs, by expanding e-procurement
to reach processors and farmers. E-commerce had
been growing pre-pandemic but got a big boost
from COVID-19. Firms that had already introduced
e-commerce and delivery services could ramp up
these operations quickly. Those that had not estab-
lished this digital and logistics capacity either pivoted
to e-commerce by involving specialized intermediaries
or were left behind. At the same time, new special-
ized "delivery intermediaries,” such as third-party
logistics service (3PLS) firms, have emerged and
thrived using e-platforms, as illustrated in stylized
fashion in Figure 3. These intermediaries engage
with wholesale traders, processors, restaurants,

and other food service providers, providing capac-
ity to deliver and procure food products. Many of
these companies already existed, but the pandemic
led them to fast-track innovations to intensify and
expand their operations. Intermediaries in wholesale,
finance, and logistics rapidly moved to facilitate new



business strategies building on e-procurement and
e-commerce, as well as new logistics solutions that
often required substantial investments.

Three current trends involving fundamental
changes in individual business and supply-chain oper-
ations through digital technologies, described below,
can be expected to continue to expand and evolve

even after the pandemic ends.'

E-COMMERCE ENTERING FOOD VALUE CHAINS. During
the 2010s, the food sector witnessed rapid growth of
e-commerce firms that acquired, founded, or part-
nered with “brick-and-mortar” retailers. Notable
examples include e-commerce firm Amazon buying
the supermarket chain Whole Foods in the United
States in 2017 and establishing Amazon Fresh stores
in 2020, and China’s JD.com (also a major e-commerce

company) buying Yonghui Superstores in 2015.
Conversely, Walmart-India acquired Flipkart, a large
e-commerce firm, in 2018; and Reliance, another lead-
ing supermarket chain in India, founded Jiomart as

a grocery e-commerce subsidiary in 2019. With the
pandemic, these combinations of e-commerce and
physical stores took off. Businesses unable to follow
this strategy faltered, even modern large-scale oper-
ations, as exemplified by the case of Future Retail in
India (Box 2).""

FOOD RETAILERS LEVERAGING E-COMMERCE TO INTE-
GRATE THEIR SUPPLY CHAINS. Downstream food
retailers are either expanding their own e-based logis-
tics or leveraging new intermediaries. Before the
pandemic, supermarket chains in developing coun-
tries had begun to operate online delivery services

FIGURE 2 Growth rates of retail food purchases by type of provider in middle-income countries, 2019-2020
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Source: Based on data from Euromonitor International, accessed January 20, 2021; for details see Table A.1.

Note: Growth rate is for real per capita food purchases at retail level. “World” data cover 103 countries. “"Modern” retail stores include convenience

stores, supermarkets, hypermarkets, and discounters. “Traditional” grocery retailers are those that are “non-chained,” small-scale stores owned by

families, and/or run on an individual basis, and do not include informal retailers in open markets or street vendors.
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FIGURE 3 Pivoting with e-intermediaries in response to COVID-19 shocks
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Box2 FALL AND RISE OF MODERN FOOD RETAILERS IN INDIA
s

Many brick-and-mortar retailers that did not shift to e-commerce before or early on in the COVID-19 crisis lost substantial business.
Future Retail, for instance, was a leading retailer (including of food) in India, with 1,800 stores in 420 cities and wholesale and
logistics divisions with trucks and distribution centers around the country. In the five years preceding the pandemic, Future Retail
rapidly expanded sales locations and product assortment to compete with Reliance, Walmart-Flipkart, and other supermarket chains.
Doing so left the company heavily indebted. Future Retail did not move into e-commerce, and profits plummeted when lockdown
regulations and consumer fear suddenly curtailed in-store shopping. By August 2020, the company was on the verge of bankruptcy
and subsequently was taken over by Reliance. By acquiring Future Retail's large network of stores and supply-chain logistics, Reliance
greatly increased its market share, fortifying its combination of brick-and-mortar retail, online commerce, and logistics capacity.

The Future Retail case is an eye-opening reminder to businesses to continually update their strategies. Future Group was an early
mover in supermarkets in India, and had been highly innovative in regional chain acquisitions, format diversification (such as very
cheap mini-stores to penetrate poor neighborhoods), manufacturing of private-label food products, and development of logistics
operations. But it failed to make the one major shift needed to make it resilient to the COVID-19 shock. As a result, the pandemic led
to further consolidation of India's food retail sector, leaving just three clear market leaders, Reliance, Walmart-Flipkart, and Amazon.

Source: Based on T. Reardon, A. Heiman, L. Lu, C.S.R. Nuthalapati, R. Vos, and D. Zilberman, “'Pivoting’ by Food Industry Firms to Cope
with COVID-19 in Developing Regions: E-commerce and ‘Co-pivoting’ Intermediaries,” Agricultural Economics (forthcoming, 2021).
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alongside in-store retail as a means to expand market
share and outcompete small family-owned stores and
traditional markets. In response to the lockdowns and
social distancing, leading retail and fast-food chains
greatly expanded home delivery and curbside pickup.
Some retailers did this by enhancing their own logistics
platforms and those of their subsidiaries. For exam-
ple, in India, Walmart-Flipkart drew on the services of
its own Ekart Logistics, both to make its own deliveries
and to sell logistics services to other e-commerce and
brick-and-mortar retail firms."?

Where supermarkets and e-commerce firms relied
on intermediaries for logistics services, the logistics
companies have responded either by leveraging their
existing e-commerce capacity or “co-pivoting” to meet
the changing delivery needs of their clients. In some
cases, these firms obtained investment financing from
retailers to facilitate this change in business orienta-
tion. For example, India’s Walmart-Flipkart invested
in the logistics startup Shadowfax, an e-platform that
links local logistics SMEs to e-commerce companies.’
When India’s medium and large supermarket chains
suddenly needed to meet growing online demand
and expand delivery capacity in 2020, Flipkart could
draw on Shadowfax, while also bolstering its own
logistics services. Another example of co-pivoting in
India is the response of e-commerce firm BigBasket to
labor constraints on delivery operations after urban
drivers returned to their villages during the coun-
try’s lockdown. To address this, BigBasket partnered
with Uber-India and Rapido (an online bike-taxi firm)
in April 2020. Uber, in turn, added food delivery to its
online services, and Uber and Rapido expanded their
fleets to deliver BigBasket's increased online food
orders to customers."

PROLIFERATION OF NEW DELIVERY INTERMEDIARIES
FACILITATING E-COMMERCE IN FOOD SUPPLY CHAINS.
Uber and Rapido are part of the broader trend of using
intermediaries, which accelerated with the pandemic.
E-intermediaries provide an app that allows consumers
to select products from a list of subscribed retailers. The
delivery intermediary then either fetches and delivers
the product or enlists a third-party provider to do so.
Rappi in Latin America and Swiggy in India are exam-
ples of large-scale food delivery services that expanded
rapidly during the 2010s by adding e-commerce to

their operations, initially to increase market shares, and
expanded further in 2020 as a crucial adjustment to
changing markets during the pandemic."”

In much of lower-income Asia, Africa, and Latin
America, SMEs still dominate food retail and services.
During the pandemic, as small shops and restau-
rants were severely affected by mobility restrictions
and consumer fears, these businesses pivoted to
deliver food products and meals using online plat-
forms. Financial and marketing intermediary services
co-pivoted to facilitate many of these changes. In
Thailand, for instance, SME retailers began selling
food directly to consumers via Facebook, cellphone
networks, and local SME delivery apps. Also, large
retailers such as Reliance in India are facilitating “local”
e-commerce by SME retailers through Jiopay and
Jiomart (Reliance’s e-payment and e-commerce divi-
sions). These changes started before the pandemic
but rapidly accelerated in 2020, providing new oppor-
tunities for small and medium food businesses and
delivery intermediaries.

WHAT POLICIES CAN DO AND
WHAT THEY SHOULD NOT DO

The coronavirus has posed a major global health
threat and caused a massive global economic shock.
Food supply chains were not exempt from the conse-
quences of the virus or of measures taken to contain
its spread. Yet, those supply chains have shown
remarkable resilience. The agrifood sector was widely
declared an “essential” sector during the pandemic,
which facilitated the continued flow of food supplies.
Nevertheless, the sector did experience major disrup-
tions caused by demand shocks, labor restrictions,
market closures, and, in some instances, trade restric-
tions. Evidence from China shows that such disruptions
could be limited by creating “green lanes” that exempt
transport, production processes, and distribution
of agricultural inputs and food products, as well as
movements of food-sector workers, from lockdown
measures.'® However, such measures would naturally
be less effective where supply chains are poorly inte-
grated and where SME food businesses also faced
large demand shocks.

Agrifood businesses, large and small, in modern,
integrated supply chains have shown greater resilience
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because of their greater capacity and opportunities
to adjust or pivot business operations, which in turn
has accelerated ongoing food system change. Their
adjustments included introduction of flexibility in
labor access, in product procurement, in marketing, in
technology (especially the use of e-platforms), and in
financial resilience. We expect continued diffusion of
these organizational innovations across food supply
chains, including in developing countries. Many of the
innovations, such as e-platforms for logistics, market-

ing, credit, and payments, were initiated by large firms.

In some cases, innovations deepened the vertical inte-
gration of single food businesses at the expense of
smaller players and of competition. Elsewhere, and
significantly, pivoting by large companies provided
new opportunities for SME intermediaries in logis-
tics, retail, and wholesale trade, and also for SMEs

in processing and farming itself. The expansion of
e-commerce has helped SMEs deliver food to con-
sumers under lockdowns and other constraints and
enhanced the resilience of supply chains in developing
countries. Its expansion can be expected to continue
after the pandemic.

BUSINESS RESILIENCE, INNOVATION, AND ADAPTATION

These food system innovations have foremost been
market responses by private food businesses adjust-
ing to the changing demand and purchasing behavior
induced by social distancing measures, though their
opportunities to adjust depended heavily on the basic
infrastructure, mobile ICT networks, and regulations
putin place by past public investment and policies.
This type of public support is essential for market inte-
gration and lowering transaction costs along supply
chains, allowing for food business operations to inno-
vate and pivot. Governments would be ill-advised to
organize supply chain integration directly, but rather
should focus on their role as facilitators and provide
targeted support to improve access to affordable
mobile services and ease market entry for SMEs to
ensure that business pivoting and changing prac-
tices do not lead to increased concentration of food
markets. With this support, food supply chain mod-
ernization and innovation can contribute to decent
livelihoods and employment generation along sup-
ply chains while enhancing resilience to the impacts of
future shocks and disruptions, and thus contributing

to the transformation of food systems.



APPENDIX
TABLE A1 Real per capita food purchases at retail level by type of provider, 2015-2020

PER CAPITA RETAIL FOOD SALES
(US$ at constant prices) ANNUAL GROWTH RATES

WORLD
Modern 518.5 520.5 521.5 519.4 518.8 532.8 0.4% 0.2% -04% -01% 2.7%
Traditional 389.1 387.1 384.3 385.0 380.3 366.0 -0.5%  -0.7% 0.2% -1.2%  -3.8%

E-food services 11.3 13.6 16.1 18.6 21.8 325 | 204% 18.4%  15.5% 17.2%  491%

CHINA
Modern 335.6 | 3339 3371 3333 333.2 336.0 -0.5% 1.0% -1.1% 0.0% 0.8%
Traditional 672.0 672.2  656.1 629.9 634.2  608.0 0.0% -24% -4.0% 0.7%  -4.1%

E-food services 19.9 25.7 30.4 36.0 41.8 48.2 | 291% 183% 18.4% 16.1% 15.3%

INDONESIA
Modern 66.1 69.1 70.2 72.2 74.2 72.0 4.5% 1.6% 2.8% 2.8% -3.0%
Traditional 330.5 3367 3428 3471 348.2 2822 1.9% 1.8% 1.3% 0.3% -19.0%
E-food services 0.2 0.4 0.9 1.4 2.2 4.7 1100.0% 125.0% 55.6% 57.1% 113.6%
BRAZIL
Modern 152.9 150.8 147.9 142.8 141.8 137.8 -1.4% 19% -34%  -07%  -2.8%
Traditional 127.5 109.2 104.6 99.6 95.7 92.7 | -14.4% -4.2% -4.8% -3.9% -3.1%
E-food services 1.1 1.1 1.1 1.2 1.4 29 0.0% 0.0% 91%  16.7% 107.1%

SOUTH AFRICA

Modern 370.5  368.8 367.5  366.0 3621 358.7 -0.5%  -0.4%  -0.4% -1.1% -0.9%

Traditional 2304  232.6 2391 238.6 2321 187.7 1.0% 28% -02% -27% -191%

E-food services 1.3 1.4 1.5 1.7 1.9 3.9 7.7% 7.1% 13.3% 11.8% 105.3%
INDIA

Modern 5.7 6.3 6.9 7.5 8.2 74 | 10.5% 9.5% 8.7% 93%  -9.8%

Traditional 248.9 257.5 270.8 280.5 290.7 294.4 3.5% 5.2% 3.6% 3.6% 1.3%

E-food services 0.2 0.4 0.5 0.7 1.2 2.0 | 100.0% 25.0% 40.0% 71.4% 66.7%

Source: Based on data from Euromonitor, accessed January 20, 2021.

Note: “World” data cover 103 countries. “"Modern” retail stores include convenience stores, supermarkets, hypermarkets, and discounters.
“Traditional” grocery retailers are those that are “non-chained,” small-scale stores owned by families and/or run on an individual basis, and do not
include informal retailers in open markets or street vendors.
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REGIONAL
DEVELOPMENTS

AS THE CORONAVIRUS PANDEMIC REACHED EVERY CORNER OF THE WORLD IN 2020,
countries responded rapidly with an array of policies to stop the spread of the highly

contagious disease, and then with social and economic policies to protect food security,
incomes, and livelihoods. This experience brought attention to weaknesses in health,
economic, and social protection systems. But it also showcased new innovations, policy
approaches, and the surprising resilience of food systems. The diverse experiences of
the world’s major regions have important lessons for creating sustainable, equitable,
efficient, healthy, and resilient food systems. The impact of COVID-19 on food systems,

wellbeing, and future transformation is examined for each major region:

m Unprecedented scale-up of social protection programs in Africa south of the Sahara
m Falling household incomes for rich and poor in the Middle East.and North Africa
m Central Asia’s risky reliance on remittances

m Impacts of South Asia’s stringent lockdowns on migrant

and informal labor

m East and Southeast Asia’s interregional trade

expansion and economic recovery

m Urbanization, obesity, and COVID-19 vulnerability

in Latin America and the Caribbean
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Africa south of the Sahara has so far escaped the dir-
est health impacts of the coronavirus pandemic, but
short-term policy responses and the global slow-
down have had major impacts on growth, value chains,
incomes, trade, poverty, and consumption. The
medium- to long-term impacts on nutrition and health
will depend on the rate of recovery. To build greater
resilience to future shocks, African countries will need
to take a food systems approach to agrifood policy
planning and implementation that includes better
anticipation of risks and preparedness for shocks. They
must also find ways to expand limited fiscal resources
to make investments that embrace inclusion and pro-
mote good governance and accountability in all parts
of the system.

SHORT-TERM IMPACTS OF COVID-19

The health effects of the COVID-19 pandemic in Africa
south of the Sahara have been less severe than first antic-
ipated given the region’s overall fragility. With 14 percent
of the world’s population, Africa had reported less
than 5 percent of global confirmed cases of COVID-19,
and about 89,000 pandemic deaths as of the end of
January 2021." Although there may be some underre-
porting of cases and deaths, there is growing evidence
that the low death rate is largely explained by Africa’s
sizable young population, along with other factors
including climate, genetics, and behavioral differences.’
However, as in other regions, governments across
Africa implemented a variety of lockdown policies in
early 2020 to combat the spread of the virus. These pol-
icies varied in terms of their geographic coverage (many
were restricted to outbreak-affected urban areas, but
some applied nationwide), the types of socioeconomic
activities that were restricted (based on essential versus
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nonessential classifications), the start of the lockdowns
(mostly in March, with Rwanda being the first, but some,
including Botswana, Eritrea, and Malawi, not until April),
and their duration (ranging from two to three weeks in
Malawi to nearly three months in South Africa). These
measures had substantial impacts on economic growth,
poverty, and other key socioeconomic indicators. In
general, lockdown periods coincided with the agricul-
tural seasons in central, eastern, and western Africa, but
began at the end of the season in southern Africa.
Protests over lockdowns broke outin a number of
countries and hint at how the public perceived their
respective governments’ motivations for the lockdown
policies — for example, to prolong power or quash
opposition (Malawi and Ethiopia) or to target certain
social groups (Uganda). Public outcry over lack of evi-
dence to support the policies, as well as violent attacks
on citizens by security forces enforcing the lockdown
policies, which led to deaths in countries including
Kenya and South Africa, contributed to modification or
reversal of the policies in a number of countries.?
Several ex ante analyses of the short-term impacts
of Africa’s lockdown policies, conducted and updated
throughout 2020, projected an economic recession,
interrupting nearly 25 years of sustained economic
growth in the region.* Estimates of the contraction in
2020 GDP for Africa as a whole range from 1.7 percent
under a baseline scenario (mild spread of the disease
in the first half of 2020, with lockdowns ending by the
middle of the year) to as much as 5.1 percent under a
catastrophic scenario (severe spread of the disease with a
high number of cases and lockdowns extending beyond
the middle of 2020).” The drop in GDP stems in part
from the contraction of global demand for the primary
commodities produced by African countries, as global
production, travel, and trade were disrup’ced.6



Household incomes also fell as a result of reduced
employment during lockdowns and reduced remittances
from outside the region. Country-level economy-
wide models show declines in household income
in a number of countries, and GDP losses ranging
from 9.7 percent in Mali to 38.0 percent in Rwanda
(Figure 1).” Phone surveys of households and firms
in the food supply chain conducted in late 2020 in
Burkina Faso, Ethiopia, and Nigeria confirm these mod-
eled impacts and pathways, for example, showing
employment and income losses as firms closed their
operations.8

In terms of food systems, disruptions in value chains
and informal urban trade caused shortages and higher
food prices, as observed, for example, in Rwanda and
the Democratic Republic of the Congo.” Overall, food
shortages were caused by closure of wet markets,
restrictions on street vendors, and buying frenzies and
hoarding ahead of the lockdowns. Studies from Ethiopia
show there have been differences in the impacts
across value chains. Although Ethiopia's food value
chains in the aggregate may have been resilient to the
pandemic shock,'® the dairy sector (especially raw milk
vendors and small dairy shops) was hit hard as demand
for its products slumped and prices of feed increased
by 30 to 40 percent and those of veterinary services by
15 to 20 percent."

Lockdown measures, lostincome, and perceptions
of disease risk have increased poverty and altered
diets. Increases in poverty rates during the lockdown
range from 3.8 percentin South Sudan to 15.0 percent
in Senegal (Figure 1), and for the region as a whole,
extreme poverty is expected to increase by up to
2.8 percent, representing an additional 37.5 million
people.”” Phone surveys of households in Ethiopia
show that consumption of raw or uncooked vegetables
and dairy products declined due to fear of coronavirus
transmission, but overall calorie consumption increased
compared to pre-pandemic periods.” Not surprisingly,
the increase in calorie consumption was significantly
greater among households that did not experience a
loss in income than among those that did.

POLICIES AND OTHER RESPONSES

Beyond the lockdown strategies, governments across
Africa also adopted macro-level policies — including

fiscal, monetary, exchange rate, and balance of pay-
ment policies — to mitigate the socioeconomic impacts
of the pandemic and the health-related restrictions.

For example, the West African Economic and Monetary
Union (WAEMU) temporarily suspended its rule restrict-
ing countries’ fiscal deficits to 3 percent of GDP in
order to allow member states to increase their budget
deficit ceiling.' In addition to these macro-level instru-
ments, there were supports targeted to specific sectors
(for example, health, tourism and hotels, and agricul-
ture), businesses (especially the informal sector), and
households (especially the vulnerable and recently
laid-off), including direct transfers to businesses and
households. Other pandemic relief policies included
reducing or fixing prices of inputs and grain as well as
reducing, postponing, or canceling various tax pay-
ments, fees, and utility bills. Kenya offered complete tax
relief to those earning less than 24,000 Kenyan shillings
(US$220) per month, Malawi allowed a six-month post-
ponement of tax payments, and Rwanda fixed prices for
essential pandemic-related commodities such as hand
sanitizer, gloves, face masks, and fuel”

Most notably, social protection programs were
scaled up substantially. Estimates suggest cash trans-
fer programs, for example, were reaching 11 percent
of the population in African countries in July 2020,
up from just 3 percent before the crisis.'® Despite this
increase, the average coverage rate in Africa remains
by far the lowest among developing regions, as the
average coverage rate of cash transfer programs in
response to COVID-19 has reached 38 percent across
all developing regions. But Africa's rate of increase
is the second highest, with countries including the
Republic of the Congo, Guinea, Kenya, Mali, Togo, and
Zimbabwe surpassing the average rate of increase for
all developing countries."”

The cost of the various policies — in terms of higher
government expenditure or foregone government
revenue — is estimated at about $38.5 billion or
2.4 percent of GDP for African countries.'® However,
the flexibility of governments in their spending choices
(termed fiscal space) appears limited, as the estimated
liquidity support (equity injections, loans, asset
purchase or debt assumptions) is less than 50 percent
of the total cost, indicating potential for a future fiscal
crisis in some countries, including Ethiopia, Ghana,
Mali, and Senegal (Figure 2)."° The limited availability
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FIGURE 1 Impacts of pandemic lockdowns on poverty and GDP in selected African countries, 2020
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Source: Based on S. Amewu et al., “The Economic Costs of COVID-19 in Sub-Saharan Africa: Insights from a Simulation Exercise for Ghana,” European Journal of
Development Research 32 (2020): 1353-1378; K.S. Andam et al., “Impacts of COVID-19 on Food Systems and Poverty in Nigeria,” in Advances in Food Security and
Sustainability, vol. 5, ed. Marc J. Cohen (Cambridge, MA: Elsevier, 2020); C. Arndt et al., “Covid-19 Lockdowns, Income Distribution, and Food Security: An Analysis
for South Africa,” Global Food Security 26 (2020): 100410; African Union Commission, Second Biennial Review Report of the African Union Commission on the
Implementation of the Malabo Declaration (Addis Ababa: 2020).

Note: "Poverty” is the headcount poverty ratio. Changes in GDP (gross domestic product) and poverty are for the lockdown periods, which vary by country.

FIGURE 2 Fiscal measures in response to COVID-19 in selected African countries, 2020
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Source: Based on African Union Commission, Second Biennial Review Report of the African Union Commission on the Implementation of the Malabo Declaration
(Addis Ababa: 2020); IMF, “Fiscal Monitor Database of Country Fiscal Measures in Response to the COVID-19 Pandemic,” October 2020.

Note: “Liquidity support” includes equity injections, loans, asset purchases, debt assumptions, and contingent liabilities; data are not available for Kenya, Malawi,
Nigeria, Rwanda, and South Sudan.
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of government fiscal resources to respond to such
shocks is reflected in the region’s slow progress toward
achieving the Malabo Declaration commitments to
enhancing resilience of livelihoods and production
systems to climate variability and related risks.?® Only
nine countries (Burundi, Cabo Verde, Ethiopia, Ghana,
Mali, Mauritania, Rwanda, Seychelles, and Uganda)
are currently on-track to achieve their commitments.”’
Governments of the on-track countries seem to have
greater fiscal space to implement measures to deal
with the pandemic, in terms of additional spending or
foregone revenue (Figure 2).

Private sector responses to the pandemic have
varied, depending on the industry or business sec-
tor, whether or not they are considered essential
under the lockdown classifications, and the level of
government support received. Invariably, a signifi-
cant portion of firms suspended investments, laid off
staff, reduced production, canceled orders, and ter-
minated or renegotiated leases. Many adapted by
changing their operational practices or their prod-
ucts and services. In the Democratic Republic of the
Congo, for example, almost 10 percent of enterprises
were forced to sell assets, close to 40 percent shifted
some staff to telework, and 10 percent shifted to new
business activities.”* Notable innovations in response
to the pandemic are digital solutions in different sec-
tors such as health, including rapid diagnostic testing
kits, mobile testing booths, and online platforms link-
ing patients to doctors; and trade, including mobile
payment platforms for informal traders and online
platforms for small and medium enterprises to sell
their products.??

TOWARD FOOD SYSTEM RESILIENCE
AND TRANSFORMATION

The reach and effectiveness of these responses will
determine the pace of recovery, as well as the extent to
which the short-term effects persist into the medium
and long term. The COVID-19 pandemic is just one of
multiple shocks that have hit the continent in recent
years — including the Ebola epidemic in Guinea,
Liberia, and Sierra Leone in 2014; the fall armyworm
invasion since 2017; and the locust infestation in east-
ern Africa in 2020. In addition, human population
growth, growing demand for animal-sourced foods

due to urbanization and rising incomes, and increas-
ing travel connections with Asia are changing Africa in
fundamental ways that also increase the risk of disease
transmission from animals to people.®*

Given the region’s vulnerability, ensuring that African
countries are prepared to withstand future shocks will
be central to the transformation of Africa’s food systems.
Accordingly, building resilience at all levels will require a
food-systems approach to agrifood policy planning and
implementation. Such an approach must be based on
evidence from Africa’s own situation and dynamics with
respect to long-term issues for food system transfor-
mation such as climate and biodiversity, demography,
urbanization, value chains, and trade. At the national
level, this must include better anticipation of risks and
preparedness for shocks, integrating budget lines for
disaster preparedness and emergency response into
medium-term expenditure frameworks, institutionaliz-
ing fiscal rules and stabilization funds for flexibility in
managing shocks, and promoting good governance
and accountability in all parts of the system.*

As more frequent shocks, including those related
to climate change, and subsequent emergency
responses demand more of the public budget, increas-
ing the efficiency of public spending will be critical.
Investments should be ramped up in key areas for
long-term productivity and growth — including invest-
ments in infrastructure, early warning and monitoring
and evaluation systems, agricultural R&D and exten-
sion, education, and health. The investments must
embrace inclusion, as shocks and policies for deal-
ing with pandemics affect women, men, and children
differently, particularly in rural areas.”® Such invest-
ments for the long-term will help mitigate the impacts
of shocks overall and facilitate more effective and effi-
cient responses.

To increase these public investments, African gov-
ernments must find sustainable ways to broaden their
revenue base and increase the efficiency of revenue
collection. One critical action will be supporting infor-
mal sector actors to transition into the formal sector.
Enabling their access to technologies and financial
facilities will help them to raise their productivity and
business growth and increase employment, all of
which will add to the available revenue needed for
investment for the future.
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Division, International Food Policy Research Institute (IFPRI), Cairo. Ahmed Kamaly is deputy minister, Ministry of
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As in most regions, the coronavirus pandemic
evolved rapidly in the Middle East and North Africa
(MENA), starting as a health crisis in mid-March and
later escalating into a large-scale economic crisis
affecting the lives and livelihoods of millions of peo-
ple. Beyond the devastating health impacts and
death tolls from COVID-19, the pandemic has added
to other serious challenges currently facing the
region. These include low oil prices for oil-exporting
countries like the Gulf countries and Libya; ongoing
conflicts and political transitions in many countries;
and natural disasters such as the locust swarms in
Sudan and floods in Yemen. In particular, the pan-
demic continues to test the functioning of national
food systems and expose the vulnerabilities that
come with the heavy dependency of most MENA
countries on food imports.

All national economies in the region have expe-
rienced severe disruptions. The impacts vary across
countries and sectors, reflecting differences in
both the spread of the pandemic and government
responses.' Relative to previous quarterly output,
the pandemic has caused GDP losses ranging from
1.1 percent expected in Egypt to 23.0 percentin
Jordan during April-June 2020.2 The fall in Egypt's
GDP is relatively small in part because Egypt avoided
full lockdown measures during the initial wave of the
pandemic and quickly invested in a massive stimulus
program. In Yemen, the fall in remittances resulting
from the pandemic led to an estimated drop of more
than 9 percent in food system outputs and household
income reductions of 12.5 percent.’

AGRIFOOD SYSTEM RESILIENCE,
BUT WITH WINNERS AND LOSERS

Agrifood systems have proven relatively resilient in the
MENA region, with some value chains even benefit-

ing from the crisis. The coronavirus outbreak coincided
with some agricultural harvest seasons, including

most cereal crops in Egypt and potatoes and wheat in
Jordan. Reductions in agrifood GDP ranged from about
3to 9 percentin Egypt, Yemen, and Sudan to about

38 percentin Jordan. Agriculture remains the least
affected sector in the Egyptian and Sudanese econo-
mies.” Nevertheless, pandemic-related lockdowns and
curfews in Egypt reduced the production, distribution,
and sale of perishable food products such as dairy,
particularly affecting smallholders who lack adequate
storage and processing facilities for these products.’
However, some value chains, including those for medic-
inal and aromatic plants, have enjoyed a substantial
boost, fueled by increased demand for exports.

The large decline in the agrifood sector in Jordan
reflects a significant fall in exports as well as labor
restrictions affecting farming activity. Jordan's agri-
culture sector is dominated by fruit and vegetable
production for export and relies heavily on foreign
workers, who constitute most of the country’s agri-
cultural labor force — about 85 percent of livestock
labor and 92 percent of crop labor in 2015.° The
mobility of these workers has been hampered by
COVID-19-related restrictions, and many returned to
their home countries when their work licenses were
not renewed.

MIDDLE EAST AND NORTH AFRICA

81




FIGURE 1 Change in agrifood system GDP, April-June 2020 (compared with April-June 2019)
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Source: IFPRI social accounting matrix (SAM) multiplier models, C. Breisinger et al., Impact of COVID-19 on the Egyptian Economy: Economic Sectors, Jobs, and
Households, MENA Policy Note 6 (Cairo: IFPRI, 2020); M. Raouf, D. Elsabbagh, and M. Wiebelt, Impact of COVID-19 on the Jordanian Economy: Economic Sectors,
Food Systems, and Households, MENA Policy Note 9 (Cairo: IFPRI, 2020).

The impacts of these shocks have also varied across
different actors within each value chain, mainly because
of their varying capacities to respond to the pandemic
and associated dynamics in demand for and supply
of products.” For example, in Egypt the pandemic
has affected milk producers disproportionately more
than milk processing factories.® Recent studies show
that global demand for digital tools has significantly
increased during the pandemic, including in Egypt, and
those sectors that are sufficiently digitalized have been
less affected by the pandemic.’

The greatest economic damage to the region’s
agrifood systems has occurred in food services, includ-
ing hotels and restaurants. In contrast, losses in the
food-processing sector have been relatively small and
largely driven by indirect effects, including the reduced
demand from restaurants and hotels (Figure 1). The
drop in hotel-related services was sharpest in coun-
tries that depend heavily on tourism, such as Egypt and
Jordan, where international tourist arrivals dropped
dramatically and have yet to recover. Because agricul-
tural production and food systems have been relatively
more resilient than other sectors in most MENA coun-
tries, the agrifood system offers a strong foundation for
post-pandemic recovery and transformation.

REGIONAL DEVELOPMENTS

SHARPER INCOME DROP IN
WEALTHIER, URBAN HOUSEHOLDS;
GREATER HARDSHIP FOR POOR

Overall, household incomes during the main lock-
down period from April to June 2020 fell by 8 percent
in Egypt, 22 percentin Jordan, and 15 percentin
Sudan (Figure 2). Although most households were
hurt by the economic slowdown and the initial fall in
remittances, urban households experienced greater
absolute losses than rural households. Urban dwell-
ers are primarily employed in the industrial and service
sectors — including trade, transport, hotels, and gyms
and fitness services — which were disproportionately
affected by lockdowns and mobility restrictions. Rural
households have also lost income, though less in abso-
lute terms than their urban counterparts. In Yemen,
where the sharp fall in remittances is believed to be
the main driver of impact, the poor have been hit
harder than the better-off, with an estimated income
loss of 21 percent, compared with 12 percent for
wealthier households.'® Whether rural or urban, poor
households are likely to find it harder than wealth-

ier households to cope with income losses. These
drops in household incomes as well as other direct



FIGURE 2 Change in average household incomes during main lockdown period, 2020
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Source: IFPRI SAM multiplier models, C. Breisinger et al., Impact of COVID-19 on the Egyptian Economy: Economic Sectors, Jobs, and Households,

MENA Policy Note 6 (Cairo: IFPRI, 2020); M. Raouf, D. Elsabbagh, and M. Wiebelt, Impact of COVID-19 on the Jordanian Economy: Economic Sectors,

Food Systems, and Households, MENA Policy Note 9 (Cairo: IFPRI, 2020).

Note: Change is compared with same period in 2019 for each country.

public health impacts of the pandemic are also likely to
adversely affect nutritional outcomes in the region."

PUBLIC INVESTMENTS, SAFETY NETS,
AND FISCAL LIMITS

As MENA economies and sectors begin to show signs of
economic recovery, some are reviving more quickly than
others, largely because of national policy responses.
Although these public investments and increases in cash
transfers can help economies and households recover,
their fiscal implications remain uncertain. For example,
Egypt's emergency response package of EGP 100 billion
(US$6.4 billion) is estimated to have reduced the drop in
GDP between April and June 2020 from 8.7 percent to
just 1.1 percent. This rescue package is supporting the
most affected sectors, including exports, tourism, and
real estate. In addition, the government relaxed credit
limits for businesses, provided tax-based incentives, and
expanded cash transfer programs. Egypt is now imple-
menting a public investment plan with funding of about
EGP 280 billion (about $18 billion). With this government
support, Egypt’s economic performance improved in
the second half of 2020."% In Sudan, workers received

unemployment benefits and small businesses received
three-month tax breaks. Sudan also increased spend-
ing on current social protection programs, providing
SDG 12 billion (about $32 million)' in cash transfers to
the poorest households over a period of three months
and allocating SDG 10 billion for the country’s essen-
tial commodity production support program, known as
Selaaty (“my commodity”). In Jordan, allowances were
increased for poor households, and a temporary cash
transfer program was established for the unemployed
and self-employed, with about JOD 81 million (about
$114 million) in income support designated for sea-
sonal workers.

Three important caveats are worth highlighting
regarding the impacts of these interventions. First,
the effectiveness of these policy responses depends
greatly on whether the programs are well-targeted and
informed by evidence on the breadth of harm suffered
by each sector. Second, the level of social protection
required to fully offset poor households’ income losses
is likely to be prohibitively expensive, especially given
falling revenues from reduced economic activity and
declining fiscal resources. Third, the fiscal burden and
sustainability of social safety nets is a particular concern
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and its impact on long-term economic stability remains
to be seen.

OUTLOOK FOR POST-COVID-19 RECOVERY

Agriculture and agrifood systems are playing a stabiliz-
ing role in the MENA region during the COVID-19 crisis,
and these systems remain well positioned to support
post-pandemic economic recovery. However, the role
and post-pandemic potential of the agrifood system
will depend on the successful containment of the virus
in the region and globally; on government investments;
and on the prevailing policy, political, and business
environments. Political transitions and conflicts in some
of the MENA countries, notably, Libya, Sudan, Syria, and
Yemen, will likely dominate post-pandemic recovery.
Similarly, smart, future-oriented public investments will
be key for raising the potential of the agrifood system
to support recovery and the longer-term transforma-
tion of economies. Recent and ongoing studies show

REGIONAL DEVELOPMENTS

that demand for digital tools has significantly increased
during the pandemic." Indeed, those sectors that are
digitalized, like food deliveries, have been less affected
by the crisis. This shift offers an opportunity to accel-
erate digitalization to reduce the vulnerability of the
food system in the future. Increasing public and private
investments in digitalization can be transformative —
from providing farmers with better information through
digital extension services to link smallholder farmers

to markets, to better policymaking using digital tools
like the recently released Agricultural Investment Data
Analyzer (AIDA)."” In the process, emphasis should be
placed on promoting digital inclusion for low-skilled
and illiterate people in the region. The pandemic s also
a strong reminder for countries to rethink their agricul-
tural investment priorities to include (climate) resilience,
nutrition, and environmental aspects; diversify food
imports and exports; and improve the business climate
to allow farmers, food processors, and traders to pros-
per and grow.
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Central Asia faced unprecedented challenges in

2020 as the global pandemic compounded exist-

ing problems facing the region. These included the
growing effects of climate change, unstable commod-
ity markets, and a heavy reliance on remittances and
undiversified trade flows. Unlike other recent shocks,
COVID-19 and the associated policy responses forced
Central Asians to change daily practices and routines,
many essential to their livelihoods, and disrupted con-
nections at the local, regional, and global levels. The
short-term response by governments helped to buf-
fer the shock, while the agriculture sector proved fairly
resilient. Recovery in the main destination countries
for Central Asia’s migrant laborers has already helped
restore flows of remittances. For long-term transfor-
mation of the region’s food system, however, the shock
has highlighted weakness in social safety nets and dig-
ital connectivity, as well as the risk of relying heavily on
remittances and a limited set of exports.

POLICY RESPONSES

The pandemic policy responses implemented by
Central Asian governments appear to have been
timely and appropriate. Governments pursued a mix
of policies to address the health and economic needs
of the population and, at the same time, to stimulate
business activities in an effort to limit harm caused

by pandemic restrictions. These policy responses
included (1) measures to contain the spread of the
virus, such as strict limits on population movement
and public gatherings, restrictions on domestic and
foreign travel, and lockdowns; (2) measures to miti-
gate impacts on household welfare and food security,

REGIONAL DEVELOPMENTS

such as wage and unemployment support, tax waiv-
ers for individuals, and social protection measures;
and (3) fiscal measures to revive the economy, includ-
ing economic and financial stimulus and tax waivers
for businesses.' The overall cost of these fiscal rev-
enue and expenditure measures ranged between

3 and 5 percent of GDP across countries. Monetary
authorities in Tajikistan and Uzbekistan also provided
macro-level financial support, including liquidity
injections into banks, reductions in reserve require-
ments, and direct funding for lending to the real
sector (goods and services).” Several countries, among
them Kazakhstan and Russia, also implemented trade

restrictions and price controls, discussed below.

ECONOMIC, TRADE, AND
REMITTANCE IMPACTS

Despite swift policy responses to the pandemic,
Central Asian countries suffered substantial impacts
on their economies, household welfare, and food

and nutrition security. The pattern of impacts fol-
lowed a similar course across the region. Initially,
government-mandated lockdowns and other restric-
tions caused a contraction of economic and business
activities, especially in tourism, hospitality, wholesale
and retail trade, passenger and freight transportation,
and other services. This reduced incomes, weakened
consumer demand, and reduced household welfare
and food security. In Uzbekistan, for example, around
85 percent of small and medium enterprises (SMEs)
were forced to shut down by the end of March, and

in the following months unemployment rose rapidly.?
The share of Uzbekistan's households with at least one



member actively working dropped from 84 percent to
43 percent. By early June, the situation had improved
somewhat, with 78 percent of SMEs open for busi-
ness.” Similar trends were seen in other Central
Asian countries.

At the macro level, Kazakhstan and Kyrgyzstan
reported contractions in GDP of 2.8 percent and
8.1 percent, respectively, while Uzbekistan reported
growth of only 0.4 percent.” The drop in growth rates
was precipitated by large declines in industrial pro-
duction and international and domestic trade, as well
as services. Agriculture, however, recorded relatively
robust growth rates despite the limited availability
of and access to imported farm inputs (feed, fertiliz-
ers, and pesticides) during the spring sowing season,
which was caused by higher import prices stemming
from currency devaluations, logistical difficulties at
the border, and a rapid decrease of inventories.® In
January-September 2020, agricultural output grew by
5.1 percent in Kazakhstan, 2.7 percent in Kyrgyzstan,
and 3.4 percent in Uzbekistan.” Tajikistan’s overall
economy, in contrast, grew at a relatively robust rate of
4.2 percent in the first three quarters of 2020; this resil-
ience is credited to timely government support to the
economy and intensified land use in agriculture.®

The pandemic also exacerbated structural vulnera-
bilities in the region’s economies, especially exposure
to commodity price volatility (most notably in energy
prices) and heavy dependence on a few commodi-
ties and trading partners. Energy exporting countries
(Kazakhstan, Turkmenistan, and Uzbekistan) were hit
hard by a sharp decline in oil and natural gas demand
and prices. After dropping to US$23 per barrel in April
from US$66 in December 2019, oil prices partially
recovered, rising above US$40 in June; however, at the
end of 2020, oil was still trading at about 30 percent
below pre-pandemic levels.” As a result, Kazakhstan’s
oil exports declined by more than 20 percent in the
first three quarters of 2020, and its total export of
goods declined by more than 18 percent.'® The value
of Uzbekistan's natural gas exports declined dramat-
ically — by more than 70 percent — but its total value
of exports of goods rose slightly because of higher
gold prices, with increased gold exports more than
compensating for the decline in energy exports."
Around the region, the negative impact on exports
of services, primarily tourism and transportation,

was severe — exports of services from Kazakhstan fell
34.3 percent; from Kyrgyzstan, 51.8 percent; and from
Uzbekistan, 42.6 percent.12

Intraregional trade has contributed to mitigation
of the pandemic's adverse effects on food and nutri-
tion security in the region. For example, Kyrgyzstan
increased agrifood exports by 25 percent to markets
in the Commonwealth of Independent States (CIS),
including Russia. However, Kazakhstan initially banned
the export of wheat and wheat flour, later replacing
the ban with export quotas. Kazakhstan also intro-
duced a six-month ban on export of live animals, and
Kyrgyzstan followed suit in late 2020. These restric-
tions raised food security concerns in food-importing
Central Asian countries, some of which rely on
Kazakhstan for half or more of their imported calories.
In Uzbekistan, the amplified food security concerns
led policymakers to put a brake on wheat market lib-
eralization reform and to maintain the country’s wheat
self-sufficiency policy and price regulations. Such pol-
icies impede the allocation of additional arable land
for high-value horticulture crops, like fruits and vegeta-
bles, in which Uzbekistan has a comparative advantage
and which could support rural transformation.”

The pandemic-related disruption of remittance
flows initially put additional pressure on Central Asian
economies. Kyrgyzstan and Tajikistan, in particular,
were hit by declining remittances from the Russian
Federation. When the Russian economy suffered the
double blow of the pandemic and falling oil prices,
deterioration of its labor market and depreciation of
the Russian ruble reduced opportunities and wages for
migrant labor from Central Asia. Our analysis suggests
that total monthly remittances from Russia to Central
Asia dipped substantially from March to May 2020 but
recovered in June. Similarly, the average amount of
individual remittance transfers from Russia to Central
Asian countries through the payment systems fell in
March 2020 to about 50 percent of 2019 levels for that
month, but by June reached nearly 70 percent of 2019
levels (Figure 1).

At the country level, remittances from the Russian
Federation to Kyrgyzstan, Tajikistan, and Uzbekistan
declined by 23.6 percent, 38.7 percent, and 13.1 percent,
respectively, in the first half of 2020, compared with
the same period in 2019. It is worth noting that the
pandemic-related declines in remittances to Tajikistan
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FIGURE 1 Remittance flows from the Russian Federation to CIS countries through payment systems, 2019-2020.
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and Kyrgyzstan are comparable to those resulting
from the 2015 Russian financial crisis (caused by sharp
declines in energy prices). In contrast, remittances to
Uzbekistan appear to be more resilient now compared
with the previous crisis.

Evidence suggests that, globally, countries with
robust digital connectivity mitigated up to half of the
negative economic impacts of the pandemic by shift-
ing education, healthcare, and public services as well
as retail trade to online platforms." However, digi-
tal connectivity in Central Asian countries is generally
poor, especially in rural areas. This isolation restricted
economic and social opportunities during the lock-
down. As a result, many households and individuals in
the region missed out on employment opportunities
and could not access quality education, healthcare, or
other public services."

IMPACT ON HOUSEHOLDS

The pandemic has had a significant negative impact
on household welfare, food security, and nutrition in
Central Asia. A household phone survey conducted

by IFPRI'in rural areas of southern Tajikistan provides
evidence of these impacts, which are likely to be

88 REGIONAL DEVELOPMENTS

1l

2019 average transfer (right scale)

August September October November
M 2020 average transfer (right scale)

similar to rural areas of other countries in the region.'®
Incomes have fallen for more than 40 percent of
households, including both the poor and non-

poor. Job losses have affected almost 20 percent of
households, and even those who still have jobs face
numerous workplace challenges.

Migration for work remains central to livelihoods in
this region, despite COVID-19. Nearly half of surveyed
households in Tajikistan had at least one migrant
laborer before the pandemic. About 8 percent of
these migrants returned home because of the crisis.
Of the approximately 45 percent of households that
still had at least one migrant laborer abroad, nearly
80 percent reported reduced remittances.

The pandemic shock reduced household spend-
ing, especially by the poor and on food. As household
incomes fell, poor households depleted their savings;
and the less-poor, who generally own more, depleted
their assets. These patterns played out across the
region. For example, a community survey conducted
by the United Nations Development Program in
Uzbekistan found that the pandemic led to reduced
household incomes, depleted savings, less-diversified
food consumption, and job losses. These outcomes
apply to both rural and urban communities."”



The IFPRI phone survey also provides evidence
of the impact on diets and dietary diversity. Many
households switched from growing high-value crops
(vegetables) back to staple food crops (cereals,
mainly wheat), most likely because of food security
concerns. For example, the share of households in
Tajikistan cultivating cereals increased from 2018 lev-
els across household subsistence plots (from 8 to
24 percent), “presidential” (subsidiary) plots (from 44
to 62 percent), and dehkan (commercial) farm plots
(from 24 to 55 percent).18

Social safety nets to address poverty and food inse-
curity in the region are weak, fragmented, and poorly
targeted. Less than 20 percent of the population in the
lowest income quintile is covered by social assistance
in Kyrgyzstan and Tajikistan. In Kazakhstan, the situa-
tion is somewhat better, with about 40 percent of the
poorest population receiving social support from the
government.'” During the pandemic, Central Asian
governments have increased social protection, pri-
marily through a combination of direct cash transfers
(mainly Kazakhstan) and in-kind support (all countries),
but levels of support remain low.

LOOKING FORWARD

As of early 2021, Central Asia’s main trading part-

ners, China and Russia, appear to have begun a

broad economic recovery, which — barring further
misfortune — will likely help the region’s other econo-
mies by reviving trade, investment, and remittances.
Nevertheless, Central Asia will continue to face uncer-
tainties and shocks. Recovery in services, particularly

in the people-intensive tourism sector, will take time.
Moreover, intraregional trade continues to face signifi-
cant institutional and policy hurdles related to nontariff

barriers to trade, sanitary and phytosanitary regulations,
and public and private food safety and quality standards.
Over the past two decades, Central Asia established rel-
atively stable regional agrifood value chains. However,
the pandemic disrupted these trade relations, as export
bans and quotas for agrifood products raised food
security concerns in neighboring countries. Achieving
long-term regional food and nutrition security will
require free and stable trade in food products, especially
during crises such as the current pandemic.

Central Asian countries have also reduced poverty
significantly in recent years. However, the pandemic
may have pushed an additional 1.5 to 1.9 million peo-
ple in the region below the poverty line in 2020.2°
Inequality may also increase, as individuals employed
in informal sectors and services and households
relying on remittances continue to suffer dispropor-
tionately from the adverse effects of the pandemic.
The region needs more secure, well-established
social safety nets that address people’s needs without
exceeding public sector resources.

The pandemic has also exposed the need for struc-
tural reforms to develop a competitive, business-friendly
environment and promote labor mobility within
countries and across the region as well as into more
productive formal sectors. Likewise, the crisis has high-
lighted Central Asia’s currently low rates of digital
penetration and connectivity. Investments in informa-
tion and communications infrastructure and digital
technologies will be integral to long-term recovery in
the region and will help it to expand its digital econ-
omy and accelerate the implementation of modern
technologies, such as precision agriculture and unified
digital market platforms. These have the potential to
provide enormous benefits for agrifood value chains
and food system transformation.
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Prior to the pandemic, South Asia enjoyed years of
economic progress, with fast growth, a rapid reduc-
tion in poverty, and improvements in many social
indicators.! Although poverty and malnutrition rates
remained high across the region, evidence of eco-
nomic and food system transformation — notably,
the declining share of agriculture in the region’s
economy, rising wages, and changes in dietary pat-
terns — was strong.” The pandemic interrupted this
long streak of impressive performance, and early pre-
dictions of its likely impact were dire. The region’s
GDP growth forecast was revised downward by

14 percent and overall unemployment was projected
to increase by 28 percent, with youth unemployment
perhaps reaching 72 percent.’ Alarming predictions
were also made regarding poverty and food insecu-
rity, with extreme poverty expected to increase by
as much as 50 percent, equivalent to an additional
72 million ultra-poor.* But the actual impact thus far
has been less grim. Food systems and health sys-
tems have shown remarkable resilience, economic
contraction has been less severe than expected,

and the overall outlook appears more positive. Yet,
pandemic-related challenges remain, and the expe-
rience has highlighted vulnerabilities that the region
will need to tackle to ensure a better food system for
future generations.

COVID-19 SHOCKS AND POLICY RESPONSES
PREVENTIVE MEASURES

South Asian political leadership took preventive
measures seriously. Lockdowns were initiated in all
countries in the first days of the pandemic, when case
numbers remained in the hundreds and deaths near

zero. Common measures included closing academic

institutions, bans on public gatherings, suspension of
sporting events, and travel bans. Initially announced
for three weeks, strict lockdowns were either extended
or later reimposed in almost all South Asian countries,
lasting from 3 weeks in Afghanistan up to 17 weeks in
Nepal.’ The targeted lockdowns that followed — such
as quarantining specific areas or communities in cities
and restricting large gatherings and restaurant occu-
pancy — have generally been much longer. Both the
planning and enforcement of initial lockdowns varied
across the region. For example, India imposed a strict
travel ban, leaving many migrant workers stranded; but
Bangladesh declared its lockdown a “general holiday”
without a travel ban, and 10 million city-dwellers were
able to return to their villages. In Pakistan, however, the
prime minister deemed a complete lockdown unfeasi-
ble, given the country’s level of poverty and the nature
of livelihoods.

Impacts of the lockdowns in several countries appear
to be reflected in infection rate trends (Figure 1). This is
particularly true for the Maldives, which suffered a major
spike in infections after lifting travel restrictions in
July 2020 and another following the rebound in tourism
during the Christmas holiday. Tourism likely played a
role in Nepal as well, as its first spike correlates with the
decision to reopen for trekking and other tourism.

Regionwide, the initial lockdowns kept both infec-
tions and COVID-19-related deaths low, but a spike in
late summer brought the number of cases up to 1,500
per million in September. But new measures — such
as targeted quarantines and strict enforcement of
mask-wearing — brought the numbers down quickly.
As of January 2021, cumulative cases had reached
12 million and related deaths 175,000. These are
impressive numbers for the most densely populated
developing region.
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FIGURE 1 COVID-19 cases in South Asia
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POLICY ACTIONS TO MITIGATE IMPACTS

With low case numbers, many experts considered the
region’s initial lockdowns to be a bigger shock to the
economy than the pandemic itself.* Moreover, enforce-
ment of the lockdowns was challenging in part because
they coincided with the winter harvest and spring plant-
ing, and with several major religious festivals.” These
celebrations were overshadowed by images of the lock-
downs’ impacts — such as thousands of migrant workers
walking on India’s empty highways and normally bus-
tling cities at a standstill. These images shaped the
region’s policy responses — early government actions
involved a wide range of policies to save lives, protect
livelihoods, and stimulate economies.

Key policy responses in the region, including
macroeconomic policy responses, have been tracked
by several institutions and development partners,
including IFPRI, the Asian Development Bank, and the
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World Bank. Here, we focus on the policies related to
agriculture, social protection, agricultural pricing, and
labor markets.

From the onset of the pandemic, experts agreed
that the region'’s top policy priorities should be scaling
up social protection, supporting agriculture, and main-
taining food price stability. These priorities were clearly
reflected in the programs initiated by Bangladesh, India,
and Pakistan. Our initial estimates of the allocation of
public funds point to three patterns in regional spend-
ing (Figure 2). First, spending in response to the crisis
has been high, ranging from 1.4 percent of GDP (about
US$1.2 billion) in Sri Lanka to over 12 percent (about
$287 billion) in India. Second, except for Afghanistan,
the overwhelming share of government expenditure was
for monetary and fiscal policy measures, suggesting that
while initial emphasis was on protecting the poor and sta-
bilizing food prices, the focus later shifted to stabilizing



FIGURE 2 Budget allocation by pandemic policy response categories in South Asia
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economies. Third, the cost of scaling up agriculture and
social protection programs accounted for more than

15 percent of the total pandemic-response budget (as
shown in Figure 2), even though the region’s three larg-
est economies (India, Pakistan, and Bangladesh) already
had large safety-net and agricultural support programs.®

RESILIENCE AND VULNERABILITIES
IN SOUTH ASIAN FOOD SYSTEMS

EVIDENCE OF RESILIENCE
The pandemic has highlighted both resilience and vul-
nerabilities in the transformation of food systems in
South Asia. Recent estimates of food price stability, agri-
cultural growth, wage rates, unemployment, and poverty
rates have proved most of the dire predictions wrong
and suggest that the region'’s policy actions are paying
off.? Agriculture sectors have registered growth in almost
all countries, in part because of the exemption of agricul-
ture from lockdown restrictions and effective use of the
existing safety-net and agricultural development infra-
structure in responding to the crisis.

In terms of GDP growth, all countries performed

better than the forecasts (Figure 3).'"° Bangladesh

achieved 5.4 percent real GDP growth, and Nepal
achieved 2.4 percent growth. But the region’s two
largest economies, India and Pakistan, experienced
negative growth of =7.2 percent and —0.4 percent,
respectively, enough to cause an overall contraction of
5.4 percentin the regional economy.

Recent surveys conducted by IFPRI and its part-
ners suggest that public transfer systems for food
security, health, and nutrition have worked well in the
region’s large countries. In India, two recent studies
show that the initial support package, called Pradhan
Mantri Garib Kalyan Yojana (PMGKY), was timely and
effective in reaching smallholders."" Similarly, sur-
veys by IFPRI and national partners in seven Indian
states indicate that disrupted health services have
been restored and are adapting to the new challenges.
One of the key conclusions of the study is that India’s
rapid policy actions and effective coordination across
national, state, and local institutions helped buffer
the initial shocks to health and nutrition programs.'?
This success reflects India’s decades of investments
in social-safety-net infrastructure, particularly recent
investments in direct and cash benefit transfers
(see Chapter 5)."
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FIGURE 3 Growth in real GDP in 2019 and 2020, and 2020 forecast
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Pakistan’s Ehsaas program, which provides direct
cash transfers, targeted 12 million households (about
80 million people) with a budget of $900 million.
Coverage was extended to an additional 6 million fam-
ilies during the pandemic, suggesting that almost half
of Pakistan’s population was covered by these pro-
grams; such rapid expansion was possible because of
the government’s earlier investments in building the
necessary infrastructure.

Bangladesh also has several social protection
programs that provide cash and food transfers to vul-
nerable populations. In response to the pandemic,
the government increased the social protection bud-
get from 2.9 percent of national GDP in 2019/20 to
3.01 percent in 2020/21 (reaching about $11.24 billion).
In addition, as an Eid-ul Fitr gift from the prime minister,
the government made a one-time cash transfer of about
BDT 2,500 to each of five million poor families, totaling
BDT 12.5 billion (roughly $150 million). This expansion
of transfers was made possible by earlier government
investments in mobile financial services, including digi-
talization of social transfers."

Recent regional poverty estimates suggest
that safety nets and other social transfer programs
have largely performed well. In Bangladesh, over

REGIONAL DEVELOPMENTS

three-quarters of the vulnerable nonpoor are esti-
mated to have fallen below the poverty line in
June-July 2020, largely because of rising unemploy-
ment."”” But the country has recovered from the initial
shock, making it likely that the actual poverty rate is
lower than the government's official third-quarter esti-
mate of 29.5 percent (still up 9 percent over 2019).
Moreover, the most recent round of an IFPRI-Cornell
phone survey (completed in January 2021) suggests
that many food security indicators improved after dras-
tically worsening in the pandemic’s early months (when
shares of food-secure households plummeted from

53 percentto 12 percentin rural areas and 65 percent
to 8 percent in urban areas), and are now stronger than
they were in 2019.'

Pakistan's poverty rate was initially projected to
increase from 27 percent to 43 percent, but things grad-
ually improved after the economy was re-opened. By
the end of 2020, the estimated poverty rate was only
about a percentage point higher than the pre-pandemic
rate.”” Surveys conducted to assess the pandemic’s
impact at the end of 2020 found that 90 to 95 percent
of Pakistani workers affected by the initial shock had
recovered; and 36 percent of households felt the pan-
demic had had a serious financial impact.'®



RISKS AND VULNERABILITIES

The pandemic has highlighted several vulnerabilities
of South Asian food systems. Perhaps most important
is the vulnerability of South Asian labor markets, espe-
cially in the nonfarm and informal sectors, which are
central to economic and food systems transformation.

These sectors were decimated by the strict lockdowns.

Unable to work, migrant workers returned to their
home villages, creating labor scarcities in regions with
agricultural surpluses that depend on these informal
workers. In agricultural deficit regions, food insecu-
rity increased for wage workers due to low wages, job
losses, and reduced incomes. While there are encour-
aging signs of recovery, some impacts may linger in
the long run.

The pandemic-related short-term shocks to labor
markets may also have long-term consequences in
terms of nutrition, poverty, and overall wellbeing, par-
ticularly for many South Asian children.'® As in other
developing regions, nutritious diets are not afford-
able for the poor in South Asia.’® In India, for example,
almost half of all poor people cannot afford a nutri-
tious diet.>’ With massive unemployment in informal
sectors, poor households have suffered a reduction
in diet quality that will likely have long-term impacts
on productivity.”* In addition, the majority of chil-
dren were deprived of formal schooling during the
pandemic because they did not have Internet access.
Unless appropriate policy actions are taken, the pan-
demic’s lasting impacts will exacerbate inequality,
reduce lifetime earnings, and limit the ability of these
children to escape poverty in the future.

South Asia’s international remittance inflows also
proved to be vulnerable. More than 11.5 million South
Asians, mostly unskilled laborers, work abroad and
in 2019 remitted an estimated $108 billion.”> As of
December 2020, remittance flows had declined by
about $10 billion for the region.** For South Asia’s
immigrant workers, who are generally poor and are
often the main breadwinners for their families, this has
meant a significant loss of income. The drop in remit-
tances also has macroeconomic implications, as these
flows are an important source of foreign exchange for
some countries, accounting for as much as 28 percent
of GDP in Nepal and 8 percent in Pakistan.

While these new challenges must be tack-
led, policymakers should not lose sight of the old

challenges as the region seeks to promote an inclu-
sive and sustainable food system transformation.
South Asia faces continuing and, in some cases, inten-
sifying problems related to climate change, natural
disasters, poor food safety, and distortionary policies.
The fall armyworm devastated Afghanistan, Pakistan,
and parts of India and Nepal in 2020; Bangladesh
struggled with flooding during the pandemic; and in
India, bird flu caused a nationwide food-safety scare.
Distortionary policies, and increasing costs of imple-
menting them, remain despite overwhelming evidence
of their negative impacts and of the potential to repur-
pose these much-needed resources for climate-smart
investments or to build robust food-safety institutions.
For example, public food transfer programs linked with
agricultural price policies are fraught with leakage and
inefficiencies.”® But reforming such longstanding agri-
cultural policies will be difficult for South Asia, as the
recent farmer protests in India have shown.”®

LOOKING FORWARD

Agriculture and food systems in South Asia have
demonstrated unexpected resilience in the face of the
pandemic. However, while there are success stories
that can inform future policy, there is no room for com-
placency. Growth in the nonfarm and service sectors
is an essential precondition for economic and food
system transformation, and COVID-19 has reminded
South Asia how vulnerable these sectors are. During
the years of rapid growth, the share of populations
engaged in these sectors grew rapidly, but infrastruc-
ture and institutions to protect the vulnerable against
large-scale shocks did not. This was particularly evi-
dent from the plight of migrant workers and the sharp
increase of food insecurity in major urban centers fol-
lowing the lockdowns. These vulnerabilities must be
addressed. At the same time, the region must not lose
sight of the structural challenges to transforming eco-
nomic and food systems. Tackling those challenges
will require long-term commitment. There is rea-

son to hope that the pandemic experiences will help
to catalyze a shift in policy priorities. The recently
announced Indian budget — with significant increases
for addressing climate change, health and nutrition,
and enhanced biosecurity preparedness — suggests

that change is on its way.
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COVID-19 is having an unprecedented impact on
people’s livelihoods worldwide and has triggered

a severe global economic downturn. In East and
Southeast Asia, however, successful containmentin
most countries is allowing for relatively rapid eco-
nomic reopening and recovery. East Asia’s continued
upturn, especially China’s, will be critical for recovery
in the rest of the world. Despite the remarkable resil-
ience of food systems, the effects of the pandemic on
jobs and incomes in the agrifood sector have been
severe and demand broad social protection programs.
In addition, interregional trade and cooperation can
contribute to the region’s recovery. COVID-19 has
been a resounding wake-up call to better prepare our
food systems for future pandemics and other disas-
ters. East and Southeast Asian countries can use the
recovery as an opportunity to increase investments in
reorienting food systems toward more sustainable and
resilient trajectories, while simultaneously addressing
inequality and accelerating productivity through the
development of digitalization in the agrifood sector on
a much greater scale.

LOCKDOWNS AND ECONOMIC LOSSES

In response to the COVID-19 outbreak that emerged
in East Asia in late 2019, countries in the region
employed more stringent containment measures than
elsewhere, including mandatory lockdowns, closing
of schools and government offices, and restrictions
on travel, public gatherings, and religious activities.'
On average, countries in the region declared lock-
downs or a state of emergency about 17 days after
confirmation of 50 cases.” As of late 2020, East and
Southeast Asia had, by and large, outpaced other
developing regions in containing the pandemic. Some

countries, like China and Viet Nam, were already enjoy-
ing a revival of economic activity as of early 2021, with
restrictions on mobility to stem the pandemic largely
eased. Others, including Indonesia, the Philippines,
and Myanmar, are still struggling to curb the virus's
spread (Figure 1) and have therefore kept in place or
reintroduced restrictions, which are having severe eco-
nomic consequences.

Economic growth in East and Southeast Asia
as a whole slowed significantly in 2020. Estimates
suggest that the region’s total GDP grew by just
0.9 percent® — with 2 percent growth in China off-
setting the 3.5 percent contraction in the rest of the
region (Figure 2). In 2021, regional growth is projected
to accelerate to 7.4 percent.” East Asia’s recovery,
especially China’s strong performance, should help
fuel a global rebound.

Remittances from outside the region are estimated
to have declined by 13 percent in 2020 as a result of
the pandemic;” but the pandemic’s effect on domestic
remittances from urban to rural areas is less clear. With
many urban workers losing jobs and moving back to
rural areas, the likely decrease in domestic remittances
will hurt many rural households. In Myanmar, for exam-
ple, the sharp decline in both domestic and international
remittances is likely to continue for at least a year, push-
ing many households into poverty and food insecurity.’

The most serious impact of the pandemic in the
region has been the devastating loss of jobs and live-
lihoods. Poverty in developing East and Southeast
Asian countries could increase for the first time in
20 years — and with it, food insecurity.” Poor house-
holds facing income losses will be forced to reduce
food expenditures and replace expensive foods like
meat and vegetables with less nutritious options.®
Estimates from the World Food Programme suggest

EAST AND SOUTHEAST ASIA

97




FIGURE 1 Total COVID-19 cases per million people

5,000

Global average

4,000
3,000
2,237
2,000
1,000 743
296
11 37 49 63
0
© e il .0 T 3
s § 5 £ ¢ 3§ &
s & =& © I 5 &
= =
s 5 F = 2 E
o
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update.

Note: COVID-19 cases are cumulative through early September.

that the number of food insecure people in the region
(excluding China) rose from roughly 93 million in
February 2020 to about 112 million in June.” While this
figure has since declined slightly — to about 108 million
as of mid-September 2020 — the crisis may have last-
ing effects on diets and incidence of undernutrition
among the poor.

To help ease these economic burdens, almost every
country in the region has implemented social protec-
tion and food assistance programs, which are essential
for addressing rising food insecurity.'® Measures
include food aid, cash transfer programs, support to
small and medium enterprises, easier access to loans,
tax breaks, subsidies, and in-kind transfers including
food or food vouchers and school feeding programs.
Cambodia, China, Indonesia, Mongolia, and Viet Nam
have all enacted some form of exemption, reduction,
or deferral of social security contributions. Several
countries have also increased unemployment benefits
and eased requirements for receiving these benefits. A
remaining challenge is to reach the urban poor, partic-
ularly those in the informal sector who are not covered
by existing social protection systems or cannot access

REGIONAL DEVELOPMENTS

FIGURE 2 GDP growth projections
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public services. Inequality needs to be addressed in
both short-term stimulus measures and long-term pol-
icy changes for food system transformation.

DISRUPTIONS TO THE FOOD SYSTEM

Agricultural production has been less affected than
other sectors by the global economic downturn.
Globally, food supplies remained ample in 2020."
Pandemic restrictions did temporarily disrupt agricul-
tural production in some areas through labor supply
shortages and farmers’ reduced access to inputs, but a
major impact on agricultural production is now unlikely
in the region, as East Asian countries have already
begun to ease movement restrictions. However, nat-
ural disasters, such as Typhoon Vongfong, which
destroyed thousands of hectares of agricultural land
and displaced 200,000 people in the Philippines, may
affect overall crop yields.”

Beyond the farm, COVID-19 has affected all seg-
ments of the food system, including processing,
retailers, and markets. East Asian governments have
prioritized keeping food supply chains functioning



and getting food to consumers. China was able to
reduce food system disruptions by opening a “green
channel” for agricultural inputs and food products, as
well as exempting movement of food-system work-
ers from COVID-19 lockdowns." Thailand created
"war rooms” — joint working groups between gov-
ernment departments and relevant industries — to
ensure supply of specific food products such as

rice, livestock, fruits and vegetables, and processed
foods.'* Delivery services for groceries and restau-
rant meals have expanded around the region, and in
China, e-commerce companies added in-app features
for contactless food delivery."”” These delivery plat-
forms have helped minimize the risk of infection from
crowded food markets.

Evidence from China shows that, while agricultural
activities are often excluded from the disease-control
policies that shut down many nonfarm activities, the
indirect effects of restrictions are significant because
the agriculture sector has become closely integrated
with the rest of the economy, especially through agri-
food processing industries. Many of these have been
shuttered by lockdown policies, which affects agricul-
tural production and other food system components.'®

Local markets throughout the region have seen
price increases and volatility resulting from supply
chain disruptions. For instance, retail rice prices in Lao
PDR and Thailand rose about 20 percent on average in
January-April 2020 compared with the same months of
2019, but rice prices fell when harvests began later in
2020. On the whole, however, food supply chains have
been remarkably resilient, and domestic food prices in
the region have been largely stable."” The significance
of the pandemic for East and Southeast Asian food
systems thus comes less from its impact on primary
production and disruptions along supply chains than
from the devastating effects on jobs and livelihoods.

REGIONAL COOPERATION AND
INTRAREGIONAL TRADE

Loss of income combined with uncertainty in 2020
have drastically reduced global demand for goods
and services. As East Asian economies begin to
recover, intraregional trade — particularly exports
to China — has increased to replace trade lost with
other regions.'® While data from China'’s customs

agency suggest a decline in China’s imports from the
European Union and United States (despite the ambi-
tious targets set by the China-US Trade Agreement
signed in early 2020), there was a 7.8 percent increase
in imports from the ASEAN-5 countries in the first
half of 2020. Since 2019, implementation of the
upgraded China-ASEAN Free Trade Area protocol
has further boosted China-ASEAN trade, including
agricultural trade, and ASEAN became China’s larg-
est trading partner for the first time in early 2020
(Figure 3). Recovery of food demand from China has
been a boon for farmers in ASEAN countries, boosting
their incomes during the economic recovery period.
For example, Chinese imports of durian from both
Thailand and Malaysia increased in 2020."

In their initial responses to the pandemic, sev-
eral East Asian countries implemented temporary
export restrictions to protect domestic food supplies.
For example, Viet Nam (the world's third-largest rice
exporter) imposed an export ban on rice, though later
replaced the ban with a less restrictive export quota.
Cambodia also imposed a rice export ban from early
April to late May. Myanmar temporarily suspended

FIGURE 3 Change in China's imports from the ASEAN-5,
US, and EU, 2019 and 2020
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the issuance of new export licenses from mid-March
through April. Such restrictions can raise consumer
prices and add to food insecurity, especially for
import-dependent countries. For example, the price of
Thai 5% broken rice, a benchmark global market indi-
cator, immediately increased by about $100 per ton
(more than 20 percent) when Viet Nam imposed its
export ban. Other trade barriers were imposed to pre-
vent cross-border transmission of the pandemic. For
example, Indonesia and the Republic of Korea initially
prohibited imports of animals and animal products
from China in January and February. Such mea-

sures may remain in place for some time, with serious
impacts on the global food system.*°

Fortunately, East and Southeast Asian countries
have recognized the problematic nature of food
export restrictions, and most have been lifted. The
ASEAN Ministers of Agriculture and Forestry released
a joint statement on suitable measures to overcome
pandemic-related challenges and ensure the sus-
tainable supply of sufficient, affordable, safe, and
nutritious foods that meet the dietary requirements of
ASEAN populations.?’

The signing of the Regional Comprehensive
Economic Partnership (RCEP) Agreement between
ASEAN countries and partners — China, Japan,
Republic of Korea, Australia, and New Zealand —
in November 2020 provided crucial momentum to
its members’ strong commitment to pursuing free
trade and strengthening regional supply chains for
post-pandemic economic recovery and stronger
food systems.?” The growth of regional cooperation
can also provide additional food supply safety nets
to address the negative impacts of the pandemic.

For example, the ASEAN Plus Three Emergency Rice
Reserve (APTERR) has stockpiled 787,000 tons of rice,
with 87,000 tons contributed by ASEAN member
countries and 700,000 tons from China, Japan, and
Korea, which can effectively address short-term emer-
gencies.”> There are strong linkages within the region,
and interdependencies among countries and food
systems are no exception. Working together allows
these countries to exchange lessons learned, address
food system issues at the regional level, and build
more resilient food systems for the future.

REGIONAL DEVELOPMENTS

TOWARD AN INCLUSIVE, SUSTAINABLE,
AND RESILIENT TRANSFORMATION

Even before the pandemic, there was a need for food
system transformation that enhances nutrient-rich
diets and public health, sustainable natural resource
management, and resilience to climate change. The
recovery phase offers an opportunity to address
inequalities and gaps in social safety nets to ensure
food security and nutrition for all. With social distanc-
ing and quarantine measures unlikely to disappear
any time soon, given the potential for new outbreaks,
food supply chains will require expanded use of dig-
ital innovations such as online platforms to optimize
logistics and services. Longer-term responses should
accelerate wider adoption of agricultural technologies
such as remote sensing and geographic information
systems (GIS) to address the impacts of climate change
and environmental and natural resource degrada-
tion. To enhance prevention and preparedness for the
multitude of shocks that can affect food systems, sus-
tained financing is also needed — guided by data and
analysis — to support improvement of risk manage-
ment systems, diversification of income sources, more
sustainable farming practices, and a shift away from
those agricultural systems that are most vulnerable

to shocks.
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Countries in Latin America and the Caribbean (LAC)
have been hit hard by the COVID-19 pandemic. In
terms of death rates per 100,000 people, 8 LAC coun-
tries, as of this writing, are among the top 20 countries
in the world." Since late February and early

March 2020, when most of the first cases were regis-
tered, LAC governments have reacted with diverse
policies, from strong lockdowns in countries such as
Argentina, Chile, and Peru, to allowing economic activ-
ities to continue largely uninterrupted, as in Brazil and
Mexico. However, despite substantial commitments to
health interventions, social protection, and employ-
ment support, the region’s GDP likely declined by
about 8 percent in 2020, compared to a decline of less
than 4 percent for all emerging and developing coun-
tries.? As a result, the pandemic will have long-term
economic and nutritional impacts.

Post-pandemic, the region will need to expand sup-
port for long-term transformation of LAC food systems
and redesign safety nets to address both the linger-
ing impacts of the crisis and the vulnerabilities that
underlie these impacts. Agricultural R&D systems will
need to focus not only on the challenges of productiv-
ity and climate change adaptation and mitigation, but
also on making food systems resilient to pandemics
and other health shocks. Given the key role that LAC,
the world’s leading net food exporting region, plays in
global food supply and global environmental sustain-
ability and biodiversity, the region’s management of
the current pandemic and its aftermath will have plan-
etary repercussions.

A combination of characteristics that distinguish
the LAC region makes LAC countries particularly vul-
nerable to the pandemic. First, living and working
conditions facilitate the spread of the virus. LAC is

more urbanized than other developing regions, with

REGIONAL DEVELOPMENTS

about 80 percent of the population living in urban
areas. This leads to more person-to-person contact.
In addition, roughly half of employment s in infor-
mal activities, a proportion that is even larger for
low-income groups. These activities often require
in-person presence and provide no unemployment
insurance. Second, already existing health conditions
aggravate the impact of the virus. The rates of over-
weight and obesity in LAC are among the highest in
the world. These conditions make people more vul-
nerable to the virus, both directly and through the
associated noncommunicable diseases. At the same
time, health systems have suffered because of the
region’s economic stagnation in recent years. These
economic problems have also affected the vitality of
LAC's democracies, reducing people’s confidence
in their governments, which may weaken political
support for enforcement of, and compliance with,
pandemic-related restrictions.?

Latin America’s governments have implemented
a variety of health measures to control the coronavi-
rus (mostly lockdowns and closing of borders, and to
a far smaller degree testing and contact tracing), while
stepping up treatment efforts. Lockdowns and con-
cerns about contagion among the population led to
significant declines in mobility and economic activ-
ity. Therefore, governments also rolled out economic
and social policy initiatives designed to mitigate the
loss of income and employment that is affecting fam-
ilies and firms. To pursue these policies, countries
have increased their public expenditures and injected
additional liquidity into their economies through mon-
etary policies. Yet, the size of the COVID-19 packages
has differed significantly.4 Brazil, Peru, and Chile have
spent well over 5 percent of GDP through fiscal mea-
sures, plus similarly large injections of liquidity, while



FIGURE 1 Number of people who cannot afford a nutrient-adequate diet
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InterAmerican Development Bank, forthcoming).

Mexico and Colombia have spent the equivalent of

1 percent or less of GDP. Spending and monetary
interventions in other countries, such as Argentina and
Honduras, fall in between.

LONG-TERM IMPACTS

To explore the likely consequences of the pandemic
and the policy responses over the longer term, we
used IFPRI's MIRAGRODEP model to analyze some sce-
narios for 2021 and 2022 in LAC, focusing on poverty
and nutrition.” Regional GDP is expected to recover
from its low point during the pandemic, but will still be
lower in 2022 than it would have been if the pandemic
had not occurred. As a result, the number of extreme
poor (those living on US$1.90 PPP per day or less) is
estimated to have increased by about 11.7 million peo-
ple in 2020, and will remain above 2019 levels — by
somewhere between 500,000 (optimistic scenario)
and 1.7 million (pessimistic scenario) people — in 2021
and 2022.

The simulations also considered the impacts on
nutrition, mostly driven by incomes and wages, using
different types of diets.® Here, we report the results for

a "nutrient-adequate diet” — that is, a diet providing
adequate calories plus minimum levels of all essen-
tial nutrients (Figure 1). Before the pandemic, about
60.5 million people in the region were unable to afford
a nutrient-adequate diet. This number is expected to
have increased by 17 million in 2020, reaching over

77 million. As the economy recovers, more people will
be able to afford this diet again, butin 2022 there will
still be between 800,000 and 2.8 million more peo-
ple unable to afford an adequate diet than before

the pandemic.

POLICIES FOR THE LONG-TERM
TRANSFORMATION OF FOOD SYSTEMS

The long-term transformation of Latin America’s food
systems will need to address the vulnerabilities that
have been highlighted by the pandemic, while also
dealing with the structural problems existing before
COVID-19. Because of the sustained negative impacts
on poverty and nutrition, LAC's social safety nets

and nutrition programs will need to be reevaluated.
Before the pandemic, the region was spending about
1.5 percent of GDP on social protection (including
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a variety of safety-net and food programs), but with
large differences across countries.” Additional expen-
diture on social protection will be needed, as well as
adjustments in design and coverage, to address not
only the poverty and food insecurity that predate the
pandemic but also to reach the “new poor” affected by
pandemic-induced economic disruptions.

In addition to policies aimed at sustaining incomes
and food access (that is, the demand-side interventions
discussed above), government policies and interven-
tions must keep food value chains operating (that is, the
supply side). As yet, food value chain operations have
not suffered significant disruptions, although there
were localized problems in some countries leading to
temporary price increases and availability concerns.
Also, hurricanes in Central America and droughts in
South America in 2020, combined with the lagged
effect of the pandemic, may generate some supply
problems in 2021. All such developments will need to
be monitored. More generally, governments should
aim to make food value chains more resilient to current
and future shocks. Continued support will be needed
for small and medium enterprises in food systems and
for small farmers through both fiscal and monetary
instruments, such as tax relief and soft loans.?

REGIONAL DEVELOPMENTS

Most LAC countries will also need to invest more
in agricultural R&D, not only to improve productiv-
ity and to adapt to and mitigate climate change, but
also to make food value chains more resilient to health
shocks. The current pandemic, like its precursors such
as SARS and avian flu, have shown the complex inter-
actions within food chains between animal health and
human health.

Management of the additional debt and mone-
tary expansion entailed by the pandemic response will
also be a challenge for several countries in the region.
Those with dollarized economies will confront even
tighter constraints to financing an adequate long-term
response in the critical areas of health interventions,
expansion of safety nets, and production and employ-
ment support.

The long-term impact of the pandemic in LAC has
important implications not only for the people of the
region, but also for the Sustainable Development
Goals and for the planet. LAC plays a central role in
terms of global food supply and environmental sus-
tainability.” How the region manages the pandemic
in 2020 and moves toward a sustainable trans-
formation of the region’s food systems will have

global implications.
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