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Changes in food prices –triggered frequently by natural disasters, macroeconomic shocks or regional market
disruptions– can lead to large household welfare effects. At over 60 and 40 percent, food budget shares remain high in
rural and urban Mozambique, respectively. Furthermore, nearly 70 percent of the population depends on agriculture
for their livelihoods. To determine the net impact of food price changes on consumption and poverty, we performed
incidence analysis combining household and farmer survey data with disaggregated, market-level price data on major
staples (maize, rice, and cassava). Overall, we find evidence for a large net negative welfare effect of price rises in rural
areas, and a small, negative effect in the urban areas. For instance, A 10 percent increase in maize prices is associated
with an average reduction of 1.2 percent in consumption per capita in rural areas and 0.2 percent in urban areas. Not
all households are affected equally. Overall, the negative impacts are larger for the bottom half of the distribution. As
a result, the sharp food price spike observed in 2016–17 may have translated into a poverty increase of 4-6 percentage
points, with some of the poorest provinces bearing much of the brunt. These findings underscore the importance of
improving the functioning of agricultural input and output markets, developing early food security warning systems,
and increasing the availability of rapidly scalable safety nets.
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Figure 1. Mozambique saw steep food price inflation
in 2016, going up as high as 40 percent

Figure 2: Food represents a large share of total of
household consumption, even in urban areas

Source: World Bank calculations based on IOF-2014/15
Source: INE. Taken from “Mozambique Economic Update: A Two
Speed Economy” (World Bank, 2017)
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Overall, the net reduction on consumption brought
about by the 2016-17 food price spikes is expected
to have increased the number of people in poverty
Though the negative effects are felt at all levels of
income in the country, households at different levels
of income feel the shock to varying degrees. In rural
households, those most affected by the price shock
are not the poorest, but those closer to the poverty
line. In urban areas, the largest losses are from the
absolute poorest households in the country. Due to
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research can help to target and prioritize the
implementation of such programs to benefit the
most vulnerable households in Mozambique.

Several policy options are available to reduce food
price fluctuations and the vulnerability of households
to large price shocks. The effects of food price spikes
in Mozambique are mostly felt by low-income
households in poorer regions, which at the same time
are also highly exposed and vulnerable to other types
of shocks. Minimizing these losses requires action
across several policy areas, including of course
comprehensive risk management policies.
To do this, Mozambique must increase the resilience
of agriculture to weather shocks and other risks, like
pests, and allow trade within the country and across
borders during these high-price periods. Second,
countries must make sure local agricultural markets
are more efficient, by investing in better connectivity
and get better information on prices to farmers and
consumers. This will improve the markets’ ability to
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