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The global food crisis that wasn’t

Frédéric Mousseau ¢ Policy Director at the Oakland Institute (United States)

A so-called “global food crisis” has unfolded since the Russian invasion of Ukraine early 2022
whereas in reality there is no food global shortage, and food stocks are at their highest levels.
Frédéric Mousseau explains how corporate profiteers and speculators have taken advantage of the
situation at the expense of farmers and consumers and calls on humanitarian actors to rise to this
new challenge to tackle world hunger.

of Ukraine. The Food and Agriculture Organization (FAO) of the United Nations’ (UN) Food Price

Index reached an “all-time high” and was up 20 percent compared to a year before. Felt around the

world, this price increase had a dramatic impact over the livelihoods of billions who buy their food
to feed their family. This inflation was a key factor that led the World Food Programme (WFP) to dub
2022 a “year of unprecedented hunger”.

I n February 2022, food prices skyrocketed on international markets within days of Russia’s invasion

Yet, though Ukraine has been traditionally a major exporter of food commodities on international
markets, exporting about 9 percent of all wheat and 12 percent of all corn traded globally,* there was
no food shortage following the Russian invasion. According to a May 2022 report by FAO,? the world
enjoyed at that time “a relatively comfortable supply level” of cereals. This was confirmed by the World
Bank, which noted that global stocks of cereals were at historically high levels and that about three-
quarters of Russian and Ukrainian wheat exports had already been delivered before the war started.3
The media hype about the war in Ukraine leading to a global food crisis was contradicted by the
numbers given by the Ukrainian Ministry of Agriculture itself that reported in May that the country
exported 46.51 million tonnes of cereals in the 2021/22 season, versus 40.85 million the previous
year.?

Why did food prices suddenly go up in 2022?

In a repeat of the 2007-2008 food crisis, speculation was a key factor behind this rise. Though the G7
countries and the European Union all committed to putting an end to food speculation in 2009, it has clearly
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not stopped.® As analysed by the Lighthouse Reports,® in 2022, “speculators had flooded commodity
markets in attempts to make a profit out of escalating prices”. A striking example were two top commodity-
linked “exchange-traded funds” which have received USS1.2 billion of investments —compared to just
USS$197 million for the whole of 2021 —a 600 percent increase. According to the New York Times,” “in April
2022, speculators were responsible for 72 percent of the buying activity on the Paris wheat market, up from
25 percent before the pandemic”. Olivier De Schutter, UN Special Rapporteur on Extreme Poverty and
Human Rights, rightly observed that “speculative activity by powerful institutional investors who are
generally unconcerned with agricultural market fundamentals are indeed betting on hunger, and
exacerbating it”.

In addition to financial speculation, there is now widespread evidence that another major factor of price
increase has been the profiteering from private firms. A number of institutions such as the International
Monetary Fund (IMF), 8 the Organisation for Economic Co-operation and Development® and the
European Central Bank'® have documented how rising profits for corporations and their shareholders
was a considerable factor of inflation in 2022. Large food multinational corporations took advantage of
the situation to increase their profit margins and thus recorded exceptional profits for 2022. For instance,
Archer Daniels Midland’s profits rose by 39 percent, from USS$4.8 billion in 2021 to 6.6 billion.'* Glencore
announced a USS6.4 billion profit, up 73 percent compared to the previous year.'? Louis Dreyfus’ 2022
profits were US$2.3 billion compared to US$1.6 billion for 2021, a 44 percent increase.®? Cargill reported
a 23 percent jump in its revenue in 2022 to a record USS$165 billion, with a record US$6.7 billion profit.14

In 2023, food prices went down compared to 2022 but remained about 15 percent higher than the
average of the past ten years. Yet, two years after the invasion of Ukraine, there is still no food
shortage. The reality is that the world produces far more food than we eat. Whereas some 25 percent
of the food produced globally is lost or wasted, over 33 percent is used for animal feed as well as for
other non-food uses, mainly agro-fuels.'®> The growing amount of food diverted to the production of
agro-fuels — as already seen during the 2007-2008 food price crisis — is another major factor fuelling
tension in the global food markets. The US produces every year roughly 400 million tonnes of corn, but
over 40 percent of this amount — 160 million tonnes — goes to ethanol production, another 40 percent
goes to animal feed, a further 10 percent is exported and only 10 percent is used as food. US ethanol
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production increased from 3.6 million barrels in 2001 to over 400 million in 2021.% Despite its
commitment to tackle the climate crisis and the fact that ethanol is at least 24 percent more carbon-
intensive than petrol,'” under pressure from US Congress and the industry, the Biden administration
has taken steps in April 2022 to encourage further ethanol production'® while continuing to heavily
subsidise it.?® A number of other countries Brazil ranking second after the US similarly continue to
expand their production of agro-fuels despite their devastating impact on the climate and the
environment.

Puzzling biases in the understanding and the responses to food crises

Considering these major factors of tension on global food markets, some of the key responses to the
2022 situation are puzzling, with important implications in the way the world understands and
addresses food crises.

In early 2022, for governments of rich nations and international institutions, the immediate dominant
message was to keep trade open. The World Bank, the IMF, WFP and the World Trade Organization
(WTO) urged in a joint statement “all countries to keep trade open and avoid restrictive measures such
as export bans on food or fertilizer that further exacerbate the suffering of the most vulnerable
people”.?® When India decided to restrict wheat exports in order to ensure enough food availability
for its population, it was asked by the US government?! and the IMF?? to reconsider its decision.
Obviously misrepresenting the nature of the crisis, their cited concern was that export restrictions will
“exacerbate food shortages” amidst Russia’s invasion of Ukraine. India’s restrictions concerned no
more than 10 million tonnes of wheat, quite insignificant when compared for instance to the US cereal
production for ethanol of 400 million tonnes.

After the Russian invasion, keeping the flow of food commodities from Ukraine became a key priority
for the UN, which translated into a major international agreement, the Black Sea Grain Initiative,
signed in July 2022, purportedly to prevent famines and a global food crisis.?3 The initiative led by the
UN and negotiated between Russia, Tirkiye, Ukraine specifically allowed for commercial food and
fertilizer to be shipped from three Ukrainian ports. For the UN Secretary General, Antdnio Guterres, it
was a “big step forward in tackling the global food crisis now gripping the globe”. USAID claimed that
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the “lifesaving deal” will “help people in need across the globe by delivering desperately needed grains
to lower income countries and bringing down food prices”.?* The European Commission celebrated
the initiative as “a critical step forward in efforts to overcome the global food insecurity caused by
Russia’s aggression against Ukraine”.?>

However, despite these hopeful statements, largely echoed in the Western media and government
circles, trumpeting that the initiative was essential to secure food supply for those in need —
particularly in Africa —, data released by the UN offered a starkly different reality. It shows that, after
a year of operations, only 3 percent of the 32.9 million tonnes of food exported from Ukraine under
the initiative went to low-income countries, and only 2 percent went to WFP food aid operations. The
top destination for Ukraine’s agricultural exports was the European Union, with China being second.?®

Spain was the largest recipient in Europe. The top 4 corporations that exported Ukrainian agricultural
commodities to Spain are some of the largest food multinationals: Archer Daniels Midland (305,000
tonnes), Glencore (278,390 tonnes), Louis Dreyfus (223,059 tonnes) and Cargill (118,735 tonnes). As
mentioned earlier, whereas inflation was spreading in all markets around the world making it more
and more difficult for the poor to meet their basic food needs, these corporations announced a major
jump in revenues and record profits totalling billions in 2022.

Instead of offering relief to the world poor, the UN initiative to ease Ukrainian exports has primarily
benefitted these large corporations, their shareholders, creditors, and their partners, large Ukrainian
agribusinesses and oligarchs. The Oakland Institute’s report released in February 2023, “War and
Theft: The Takeover of Ukraine’s Agricultural Land”, ?” exposed that the producers exporting
agricultural commodities from Ukraine are mostly large-agribusinesses and oligarchs, associated with
European and North American financial interests. It detailed how these actors are heavily indebted to
Western financial institutions, in particular the European Bank for Reconstruction and Development,
the European Investment Bank and the International Finance Corporation, the private sector arm of
the World Bank.

Despite catering for these interests, the Black Sea Grain Initiative threatened the livelihoods of millions
of European farmers — to the extent that Hungary and Poland banned imports from Ukraine in April
2023 to protect their farmers against the unfair competition of these cheap imports.?® In France,
farmers and the poultry industry also denounced the devastating impact of the cheap chicken imports
from Ukraine, facilitated by tariff exemptions and European financing of Myronivskyi Hliboprodukt,
the largest poultry producer in Ukraine, controlled by the oligarch Yuriy Kosiuk.??

24 USAID, The Black Sea Grain Initiative, 10 November 2022,
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In 2022, the profits of the four major food corporations mentioned earlier were about USS20 billion.
Remarkably, the same year, WFP was seeking USS$22 billion to address the food needs of 345 million
people in eighty-two countries.3° Unfortunately, the food aid organisation was only able to raise a
USS$14 billion budget that year. The high price of food and petrol made it harder for WFP to address
food aid needs, with 2022 monthly operating costs of US$73.6 million above their 2019 average —a
staggering 44 percent rise. According to WFP, “the extra now spent on operating costs would have
previously fed 4 million people for one month”.3!

It is just outrageous that global food insecurity has increased due to speculation and profiteering from
some of the largest food corporations, while limiting the ability of relief organisations to provide their
assistance and forcing them to raise more funds as the costs of providing food relief has increased
everywhere.

The chronic inability of international organisations to raise enough resources for relief operations was
dramatic even before the rise in food prices. Even in the absence of a global food shortage, food
insecurity is a daily reality for billions around the globe, threatened by droughts, conflicts and the high
price of food. FAO estimates that between 691 and 783 million people in the world faced hunger in
2022 and that, considering the midrange (about 735 million), 122 million more people faced hunger in
2022 than in 2019, before the global pandemic.32 Unfortunately, the massive human suffering and
hunger that was affecting many countries even prior to the war in Ukraine remains barely addressed
by rich nations. UN humanitarian appeals for acute crises are chronically underfunded.33 In 2021, only
45 percent of the UN appeal for Yemen and the Horn of Africa was fulfilled, only 29 percent for Syria.
Globally in 2023, the UN reported that just over one third of the $57 billion required for humanitarian
assistance had been funded, “making this the worst funding shortfall” in years.3*

Revisiting what happened in 2022 raises a fundamental question for relief actors: in a context where
food is abundant, where tensions on the markets are driven by speculation, profiteering and growing
amounts of food commodities used for agro-fuels, why is there so much insistence on keeping trade
open? Why did the UN invest so much in a Black Sea Grain Initiative that did not address food insecurity
but rather sustain the business of corporations, their creditors and shareholders?

In early 2022, WFP appears to have been ill-driven to side with the World Bank and WTO in a joint
statement that called for keeping the trade open, misusing the humanitarian imperative for the benefit
of the agrobusiness conglomerates. For humanitarian organisations, a key lesson learned from the so-
called 2022 food crisis and a challenge for the future of the fight against hunger is the need to better
understand and control the narrative around global hunger and food crises.
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New avenues for humanitarian organisations to advocate

The impact of high food prices on the poor and on the ability of humanitarian organisations to provide
necessary relief makes it paramount for these organisations to embark actively on new avenues for
advocacy that go beyond the call for more public funding for their operations:

Recognising and respecting food sovereignty

If governments and international institutions are serious about eliminating human suffering caused by
high food prices, they should not put pressure on countries to prevent them from regulating their
markets and ensuring food supply at a level which allows national food security. It is essential that they
recognise and respect food sovereignty of all nations and the responsibility of governments to
guarantee the right to affordable and nutritious food for all their citizens, as stipulated by the United
Nations Voluntary Guidelines on the Right to Food.?*

Upholding the United Nations Charter

Pretending their goal was to fight world hunger was appallingly deceitful when the UN acted as a
business broker for agribusiness corporations through the Black Sea Grain Initiative. This violated the
values and principles of Article 55 of the UN Charter, which directs the institution to promote the
conditions of economic and social progress and development.3® Whereas world hunger, conflicts and
climate emergency require massive international mobilisation, the UN bodies, Western banks and
financial institutions must be held accountable and made to focus their efforts on assisting people and
governments for the common good.

Curbing speculation on food markets

Key measures that countries can take to relieve pressure on world markets are to curb speculation on
food products — specifically restricting the so-called future commodity markets where speculators bet
on future prices. Both the US and the European Union have instruments and mechanisms in place that
allow them to act, with the Commodity Futures Trading Commission3” and the European Securities and
Markets Authority.3® What is missing is their political will to strengthen and use these mechanisms.

Taxing the profits of the profiteers

As argued by Oxfam, “rich countries need to listen to the demands from the Global South to overhaul
the global tax system to make it inclusive and fairer. A UN tax convention could pave the way for
reforms to a global tax system that currently favours rich countries”.3? According to Oxfam, USS9
trillion could be raised just from taxing the wealth and income of the top 1 percent richest people and
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taxing the profits of 722 of the world’s biggest corporations.® This sum is the equivalent of 236 times
the shortfall of humanitarian assistance funding in 2023. As relief organisations struggle to raise
resources for lifesaving interventions, their chronic underfunding would be obviously easily solved
with the establishment of such a mechanism to finance global solidarity.

Pivotal moments are moments of clarity that provide new perspectives and opportunities to make long
lasting changes. Though world hunger, devastating conflicts and widespread suffering were there
before, the wars in Ukraine and the Middle East have brought us such moments. Time is overdue to
challenge the established order and put in place real solutions to alleviate world hunger.
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