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Food inflation:
trends and drivers




Food inflation has surged into double digits since mid-
2022, outpacing global and regional trends

Food inflation peaked in May 2023 at 53 Rice prices exhibit greater volatility than
percent and has remained in double digits overall food prices and other unprocessed
since then. foods.
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The depreciation of the kip has been a main driver of
food inflation

Recent hike in food prices has been A 1% depreciation in the kip/dollar parallel
significantly influenced by currency exchange rate led to 1.1% increase in food
depreciation, though with some lag. prices. The adjustment took around 9 months.
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Rice prices are more susceptible to exchange rates and
international prices than other staple foods

Rice
A 1% depreciation in the kip/dollar parallel
exchange rate led to 1.5% increase in rice

% increase in staple food prices associated
with 1% increase in...

I 0.6 prices. The price adjustment took around 6
International prices months.
, r 1.5 Domestic rice prices are influenced by
Kip/$ (parallel) e international rice prices.

International oil prices Pork and chicken

-0.1 N
The impact of exchange rates on pork and
Money supply chicken prices is less significant than on rice
B 0.4 prices.
05 005 1152 price transmission from international to local
mRice ®Chicken mPork markets is not yet evident for chicken and

pork.

Note: Analysis based on 2017-2023 data. 0 means no significant impact.



Residents in certain provinces are more susceptible to
international prices than others

Ir.lternatlonal-to-local price transmission for For chicken, price transmission can be
rice is strongest and fastest in Savannakhet observed in certain provinces, despite no
and Bokeo evidence at the national level.
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Domestic food market is partially integrated - price changes
in one market are not necessarily transferred to another

Rice markets are more integrated than Food production is loosely correlated with
other staple foods. Domestic food market prices.
is more integrated within the southern
region. Price and production of glutinous paddy rice by province
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Food inflation contributes to food insecurity and
poverty, but its impacts on welfare vary across groups.

Some farmers may benefit from higher Purchased food makes up a third of
food and agricultural prices, but most Lao household consumption in Laos.

families are adversely affected.
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Many households may have fallen into poverty

Chances of living in poverty (% of population)
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Self-sufficiency

An additional 11% of the population may
have fallen into poverty between 2018
and 2023, due to price increases and
estimated changes in various income
sources.

Urban households are expected to have
been hit harder by inflation, as they tend
to be net food buyers and rely heavily on
wages and non-farm business incomes.

While some benefited from higher
agricultural incomes, rural households
had lower incomes to begin with. A large
proportion of rural households will
remain in poverty or fall into poverty.



Families adopted several coping strategies, some of
which could have an adverse impact on wellbeing

Scaling up own-food production is the most widely adopted strategy.

Households are increasingly reliant on foraging activities.

56% of affected households reduced food consumption

71% of affected households consumed cheaper food
% of affected households

Grew and harvested own food 88%

Hunted or gathered food
Relied on savings
Consumed cheaper food

Reduced food consumption
Worked more
Help from friends or family
Sold assets
Used credit purchase &
Borrowed from friends/family m , ,3\' |
Took loan from banks lﬂﬁ‘ |
Assited by govt ] |

Source: World Bank Phone Survey.



Families tend to reduce meat and fish consumption,
which is critical for child growth

Meat and fish constitute the largest share of food
consumption by monetary value for the average Lao
household, followed by rice. 4 /{,;/ '

Consumption food group (% share of food consumption by //
monetary value) 94%
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B Fruit & Vegetable m Other food progress in nutrition and child development.

Note: Analysis based on LECS 6 data.
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Child malnutrition, EarticularII%/ stunting, remains
stubbornly high in the Lao PD

Despite falling from 44% in 2011 to 33% in Stunting varies significantly across socio-
2017, the stunting rate has since remained economic groups.
unchanged.
Stunting rate among children Stunting rate among children under 5 (%)
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¢ Poorest, 48 PR < tion, Mien, 50
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Key determinants of stunting likelihood

Healthcare e Completion of four antenatal care visits
services « Use of skilled birth attendants
/‘

« Household economic status

* The number of children ages 0-4 years in a

Household < household

conditions

 Caretaker age and education (linked to
adolescent pregnancy)

* Child dietary diversity

Dietary

Infrastructure « Sanitation infrastructure

AP

Note: Analysis based the Nutrition Convergence Project data 2020 collected in 12 districts in the northern provinces.



Lower dietary diversity, linked to low nutrient intake,
is correlated with stunting

Economically disadvantaged households have In households with lower dietary diversity,
difficulties in accessing a well-rounded diet. children generally experience a lack of
dietary variety. -
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consumed (out of 54)
Note: Analysis based the Nutrition Convergence Project data 2020 collected in 12 districts in the northern provinces.



Protein intake is vital to childhood growth, but
children often miss out on protein-rich food items

Consumption of meat, dairy, and eggs is

associated with lower stunting.

Reduced chances of stunting among

children ages 6-59 months

6%

4%

Meat Dairy

Children often miss out on essential food

items, despite other members of the
household consuming them.

Child feeding practices

100100 98
88
72
66
36 36
-
Rice Fruit & Meat Eggs Pulses
Vegetables

B % of households consuming

B % children 24-59 months consuming

Note: Analysis based the Nutrition Convergence Project data 2020 collected in 12 districts in the northern provinces.
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Policy Recommendations

Policies to assist food buyers: to mitigate the
impact of food inflation on vulnerable groups

Food
buyers

Policies for food markets: to create market
Food conditions that make food trade easier between
market provinces and help keep prices more stable

Policies for food producers: to help farmers
expand and enhance production to capitalize on
higher agricultural and food prices

Food
producers



Policy Recommendations

Policies to assist food buyers: to mitigate the
impact of food inflation on vulnerable groups

Food
buyers

« Cash transfers can be targeted to low-income
households and those most affected by inflation

« This measure is more effective and less costly than

Food broad-based subsidies or price controls

market - When conditional on actions (such as regular visits to a

health care facility, knowledge sessions for caregivers,

health and nutrition promotion activities), cash

transfers can help protect children from the harmful

effects of inflation by ensuring that families continue to

invest in their children's health.

Food
producers




Policy Recommendations

Policies for food producers: to help farmers
expand and enhance production to capitalize on
higher agricultural and food prices

Food
buyers

* Nearly 20 percent of Lao households are net food
sellers, especially rural and low-income households

Food « High food prices can stimulate agricultural

market investment and commercialization

« Measures can be taken to unlock this potential by
iImproving access to credit, markets, and farm inputs
and improving knowledge on commercial and
farming techniques

Food
producers




Policy Recommendations

Policies for food markets: to create market
conditions that make food trade easier
between provinces and help keep prices more
stable

Food
buyers

- Enhancing food market integration and price
transmission, while enabling food to move freely
between and within countries based on price
signals, would facilitate more efficient resource
allocation, reducing food price volatility and spatial
disparities.

« By improving access to agriculture production and
price information among farmers and traders, as
well as maintaining and improving access roads
and logistics

Food
market

Food
producers
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WORLD BANKGROUP

All photos, graphics and content © The World Bank

This presentation has been prepared by the World Bank (International Bank for Reconstruction and Development, IBRD) for information purposes only, and the IBRD makes no
representation, warranty or assurance of any kind, express or implied, as to the accuracy or completeness of any of the information contained herein.

No Offer or Solicitation Regarding Securities. This presentation may include information relating to certain IBRD securities. Any such information is provided only for general informational
purposes and does not constitute an offer to sell or a solicitation of an offer to buy any IBRD securities. All information relating to securities should be read in conjunction with the
appropriate prospectus and any applicable supplement and Final Terms thereto, including the description of the risks with respect to an investment in such securities, which may be
substantial and include the loss of principal. The securities mentioned herein may not be eligible for sale in certain jurisdictions or to certain persons.

Consult with Advisors. Investors considering purchasing an IBRD security should consult their own financial and legal advisors for information about such security, the risks and investment
considerations arising from an investment in such security, the appropriate tools to analyze such investment, and the suitability of such investment to each investor's particular
circumstances.

No Guarantee as to Financial Results. IBRD does not warrant, guarantee or make any representation or warranties whatsoever, express or implied, or assumes any liability to investors
regarding the financial results of the IBRD securities described herein.

Each recipient of this presentation is deemed to acknowledge that this presentation is a proprietary document of IBRD and by receipt hereof agrees to treat it as confidential and not disclose
it, or permit disclosure of it, to third parties without the prior written consent of the IBRD. All content (including, without limitation, the graphics, icons, and overall appearance of the
presentation and its content) are the property of the IBRD. The IBRD does not waive any of its proprietary rights therein including, but not limited to, copyrights, trademarks and other
intellectual property rights.

This presentation includes forward-looking statements. These forward-looking statements include statements concerning plans, objectives, goals, strategies, future events or performance,
and underlying assumptions and other statements, which are other than statements of historical facts. The words "believe," "expect," "anticipate," "intends," "estimate," "forecast," "project,"
"will," "may," "should" and similar expressions identify forward-looking statements. The forward-looking statements in this presentation are based upon various assumptions, many of which
are based, in turn, upon further assumptions, including, without limitation, management's examination of historical operating trends, data contained in IBRD's records and other data
available from third parties. Although IBRD believes that these assumptions were reasonable when made, these assumptions are inherently subject to significant uncertainties and
contingencies which are difficult or impossible to predict and are beyond its control, and IBRD may not achieve or accomplish these expectations, beliefs or projections. Neither IBRD, nor
any of its members, directors, officers, agents, employees or advisers intend or have any duty or obligation to supplement, amend, update or revise any of the forward-looking statements
contained in this presentation.
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