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Foreword



Tradeis a powerful tool for building
inclusive, sustainable and resilient
economies and societies across
our 56 member countries. Itis
alsoincreasingly important for
ensuring food security, particularly
as climate change disrupts crop

yields and agricultural production
in many parts of the world.

The first Commonwealth Trade Review, published in 2015,
highlighted the Commonwealth trade cost advantage, which
has driven growth in trade, investment and connectivity
among our members. Nearly a decade later, this fourth
edition of the Review demonstrates that the Commonwealth
advantage remains strong and resilient. Despite facing some
of the greatest economic challenges of our time, intra-

Commonwealth trade reached a record high of US$854 billion in

2022. Exports are projected to grow steadily over the next five
years, surpassing $1 trillion by 2026. While this is promising, we
need more ambitious action to achieve the long-term vision of
growing intra-Commonwealth trade to $2 trillion by 2030.

This edition of the Commonwealth Trade Review explores
how trade, investment and resilient supply chains can bolster
food security for our 2.7 billion people. Eliminating hunger,
ensuring food security, and promoting healthy diets and
better nutrition through the development of sustainable
food systems are priorities for our 56 member countries.

In 2022, our Heads of Government highlighted the

need to sustainably transform current food systems to
address weaknesses in the agri-food sector, improve
productivity, and build resilience in agricultural supply
chains to economic, social and environmental shocks. They
reaffirmed the importance of maintaining transparent,
inclusive, fair and open agricultural markets and trade

to ensure the continued flow of food, products and

inputs essential for agricultural and food production.

Thereportis clear: there are tremendous opportunities
to leverage pan-Commonwealth collaboration to build
sustainable and resilient food systems. This includes
co-operation through established platforms such as
the Commonwealth Connectivity Agenda on Trade

and Investment, the Commonwealth Blue Charter, the

Commonwealth Living Lands Charter and the Commonwealth

Climate Finance Access Hub, among others.

The presence of both significant food producers and
numerous net food importers within the Commonwealth
presents a unique opportunity to enhance intra-
Commonwealth trade and investment to meet some of
the future food requirements of our member countries,
especially by leveraging the Commonwealth advantage.

Commonwealth countries cover a wide range of agro-
climatic conditions and produce alarge variety of agri-food
products, which s also reflected in their trade patterns. Rising
incomes, growing populations and greater urbanisation

are driving demand for increased production and trade
infood, creating new opportunities for investment.

We can, and should, be more ambitious as we seek to harness
these opportunities and tackle contemporary food security
challenges. As this Review suggests, Commonwealth
member countries could consider establishing a phased
Commonwealth Food Supply Arrangement to ensure

access to essential foods during times of crisis.

We also need to recognise the important nexus between
trade in food products and public health. Increased
consumption of processed foods can contribute to the
rising burden of noncommunicable diseases, which is felt
most acutely in small and vulnerable countries. In 2024,
our Health Ministers noted the urgent need for action to
promote good nutrition and healthy diets, and enhance
food and nutrition security through sustainable food
systems. This Review highlights the need to channel
investment into production of and trade in healthier

and more nutritious foods and reduce the hidden

costs on our health system and the environment.

Access to sufficient, safe and nutritious foodis a
fundamental human right and should be guaranteed
for every person throughout the Commonwealth and
beyond. The insights provided in this Review yield
actionable knowledge and recommendations that can
form the basis for concerted pan-Commonwealth
collaboration to ensure food security thorough
trade, investment and resilient supply chains. This
can provide a foundation for sustained economic
growth and development, improved health and
greater prosperity across the Commonwealth.

The Rt Hon. Patricia Scotland KC
Secretary-General of the Commonwealth
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classified as a developing country for the purposes of this Trade Review.



Overview

International trade is a powerful tool for building inclusive,
sustainable and resilient economies and societies in the
Commonwealth's 6 developed economies and 50 developing
countries, including 33 small states and 14 least developed
countries (LDCs). Trade, investment and finance are also
indispensable for advancing the Sustainable Development
Goals (SDGs), particularly in areas such as poverty reduction,
food security, gender equality, decent work and economic
growth. As the world approaches the mid-point of the final
decade of the United Nations' 2030 Agenda for Sustainable
Development, the 56 Commonwealth member countries will
need to strengthen their trade and investment collaboration,
both within and beyond the Commonwealth, to achieve
these global objectives and ensure long-term prosperity,
especially for the smallest and most vulnerable countries.

[tis promising that Commonwealth countries' trade sharply
rebounded over the two years following the COVID-19
pandemic. The value of intra-Commonwealth goods and
services exports reached a record high of US$854 billion

in 2022. These exports are projected to grow steadily

over the next five years, surpassing $1 trillion by 2026.
However, the recovery has been uneven across countries
andregions, with Asian economies leading the way.

One of the foremost challenges is ensuring food and
nutrition security for a rapidly growing global population amid
disruptions caused by geopolitical and regional conflicts,
climate change and strained planetary boundaries. Many
developing countries and most LDCs and small states lack
the technology, capacity, finance and investment needed

to anticipate, respond to, and build resilience in their food
systems’ against these shocks. Food security, defined by
the four key dimensions of availability, access, utilisation and
stability, means that all people, at all times, have physical,
economic and social access to sufficient, safe and nutritious
food to meet their dietary needs and food preferences for an
active and healthy life.? Itis crucial for social and economic
well-being, political stability and sustainable development.

The world s significantly off track in achieving zero hunger
(SDG 2) by 2030 (FAOQ et al., 2024). In 2023, between 713
and 757 million people may have faced hunger—one out of

Overview\ xv

11 people inthe world, and one out of every five in Africa,
whichincludes 21 Commonwealth countries. By the end

of the decade, itis projected that 582 million people will be
chronically undernourished, more than half of them in Africa.
Furthermore, one-third of people in the world —about 2.8
billion —could not afford a healthy dietin 2022. Low-income
countries, including Commonwealth LDCs, have the largest
percentage of the population unable to afford a healthy diet
(71.5 per cent) (ibid.). Ensuring food security, healthy diets
and better nutrition through the promotion of food trade,
investment and sustainable food systems is a priority for
Commonwealth member countries. This requires aligning
and co-ordinating food systems with broader economic,
environmental and social sustainability goals (von Braun
etal., 2021; Commonwealth Secretariat, 2022).

The Commonwealth Trade Review 2024 explores how trade
andinvestment, particularly among the 56 member countries,
can bolster food security for the Commonwealth's 2.7 billion
people. Risingincomes, accelerated urbanisation and climate
change-driven shifts in production patterns are creating new
demands on food systems and the range of activities involved
in producing, processing, transporting and consuming food.

Over the next decade, the Commonwealth's populationis
projected to grow by over 385 million, requiring an additional
US$100 billion in food imports to meet this increased demand.
To put this into perspective, this amountis equivalent to the
United Kingdom's total goods and services exports to the
Commonwealthin 2022. The costs of this food import bill will
be shared disproportionally depending upon the growth rates
of populations and incomes. Given the fiscal implications,
more resource-constrained Commonwealth governments
might face difficult trade-offs to ensure food security.

More than two-thirds of the Commonwealth membership
(40 of 56 countries) are net importers of essential food
products, especially LDCs and small states. International
trade in food and agricultural products plays a critical role
in ensuring their food security. Since around one-fifth

of the additional food imports over the next decade are
anticipated to come from Commonwealth countries,
most net food importers will continue to depend on global
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sources. This will require an enabling global environment,
where enhanced co-operation and open trade foster
"re-globalisation" (WTO, 2023). Ensuring open, diverse,
sustainable and resilient global food supply chains, along
with the necessary inputs like seeds and fertilisers, is
crucial for meeting these future food security needs.

As aresult of their dispersion around the globe, Commonwealth
countries cover a wide range of agro-climatic conditions

and produce a large variety of agri-food products, which

is also reflected in their trade patterns. The presence of

both significant food producers and numerous net food
importers within the Commonwealth presents a unique
opportunity to enhance intra-Commonwealth trade and
investment to meet some of the future food requirements,
especially by leveraging the Commonwealth advantage.

This unique advantage, firstidentified almost a decade ago
inthe Commonwealth Trade Review 2015 and re-examined
inthe Commonwealth Trade Reviews 2018 and 2021, implies
that bilateral trade costs between member countries are 21
per centlower, on average, compared to trading with non-
member countries. These reduced costs provide a strong
impetus for trade growth without any formal collaboration.
Factors such as historical ties, familiar administrative and
legal systems, the use of largely one language, English, as
the means of communicating with foreign partners, and
large and dynamic diasporas have all contributed to strong
trade relationships among Commonwealth nations.

These factors also contribute to a significant Commonwealth
advantage ininvestment, with higher investment flows
between Commonwealth partners compared to those
between other country pairs. The latest econometric
estimations indicate the value of announced greenfield
investment flows between Commonwealth countries

were 3.5 times greater, on average, compared to other
country pairs over the period from 2003 to 2022.

This Commonwealth Trade Review 2024 ("the Review")
presents new evidence that the Commonwealth advantage
also supports greater agri-food trade. Commonwealth
membership typically leads to a 22 per centincreasein
food trade between member countries compared to non-
members. This effectis particularly strong for exports of
fruits and vegetables, cereals, and fish products, which are
essential for food security. The Commonwealth effect on
food tradeincreases to 33 per cent for Commonwealth
countries that are also part of the same bilateral or regional

trade agreement. Commonwealth countries can expand
their food trade through enhanced multilateral and regional
co-operation. Increased domestic and international
investment in food production, processing capabilities and
value addition along the supply chain will be essential. This
includes tapping into the Commonwealth's large, dynamic
and entrepreneurial diaspora. Countries can modernise
trade facilitation through digitalisation, while strengthening
the capabilities of exporters, especially small and medium
enterprises, to comply with technical and sanitary and
phytosanitary requirements for food. Aid for Trade can

be leveraged to build productive and supply capacities

and upgrade logistics infrastructure for supply chains.
Prioritising the reduction of food loss and waste, along

with adopting circular economy principles, are essential

for moving towards sustainable agri-food systems.

At a more ambitious level, Commonwealth member countries
could consider establishing a phased Commonwealth Food
Supply Arrangement to ensure access to essential foods
during times of crisis. The various policy options and initiatives
outlined in this publication aim to significantly enhance
pan-Commonwealth collaboration around food supplies,
fosteringimproved food security and nutrition, increased
agricultural productivity and greater resilience to food crises.

Addressing the unique challenges faced by women, youth
and indigenous people in the agriculture and food sector is
crucial to overcoming broader issues of food insecurity and
poverty. In developing countries, women are central to food
production, often contributing 60 to 80 per cent of it (STDF,
2023). Across many Commonwealth countries, from Africa
to the Pacific, agriculture and fisheries are vital sources of
employment and livelihoods for rural youth, who are primarily
engaged in subsistence farming. Informal agriculture and
food trade also play a significant role in ensuring food
security and nutrition for millions in many African countries,
with women comprising the majority of those engagedin
these activities. Despite their significant contributions,
women encounter substantial barriers, including limited
access to land, credit, education, skills and technology.
These disparities not only limit their productivity but also
deepen food insecurity and poverty. Given the increasing
reliance of Commonwealth countries onimported food,
itis crucial to ensure that trade and investment continue

to play a central role in helping them to meet their food
security needs, while supporting inclusive growth and
sustainable development within the Commonwealth.



Structure of the Review

This publication is divided into two parts.

Part|(Chapters 1 and 2) examines intra-Commonwealth
trade and investment. Chapter 1 explores the performance
of intra-Commonwealth trade in goods and services within
the broader context of overall trade trends over the past
decade and future drivers. Chapter 2 analyses investment
flows, including greenfield foreign direct investment (FDI)
within the Commonwealth. By enhancing understanding of
the volume, nature and direction of trade and investment
flows between Commonwealth countries and other

global partners, Part | of the Review identifies gaps and
opportunities for expanding trade and investment within the
Commonwealth, leveraging the Commonwealth advantage,
with the goal of reaching U$2 trillion in trade by 2030.

Part Il (Chapters 3 to 6) thematically focuses on trade,
investment and resilient supply chains to enhance food and
nutrition security within the Commonwealth. Chapter 3
presents the first comprehensive mapping of Commonwealth
member countries' trade in essential food products that are
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critical for food security. Having explored the broad food

trade landscape of Commonwealth countries, Chapter 4
delvesinto the food supply chains for widely traded processed
food products to identify consumer preferences, strategic
choices and opportunities for increased trade and investment.
Recognising the importance of investment in expanding

food production and trade and addressing food security
challenges, Chapter 5 analyses recent trends in greenfield FDI
into the food sector across the Commonwealth. Chapter 6
concludes by outlining various policy options to strengthen
and diversify productive capacity in food and expand trade and
investment in agri-food products within the Commonwealth.

Partslandll are connected by the strong and resilient
trade, investment and connectivity linkages among the

56 member countries, leveraging the Commonwealth
advantages in trade —including food —and investment.
Theselinkages can provide crucial impetus to grow intra-
Commonwealth trade and investment, not only to enhance
food security but also for wider prosperity and inclusive and
sustainable development across the Commonwealth.
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The world s significantly off track towards achieving Sustainable
Development Goal (SDG) 2 on zero hunger by 2030. Eliminating
hunger, ensuring food security, and promoting healthy diets
and better nutrition through food trade, investment and the
development of sustainable food systems are priorities for
Commonwealth member countries. More than two-thirds

of the Commonwealth membership are netimporters of
essential food products, and many of these countries are least
developed countries (LDCs) and small states. International
trade in food and agricultural products plays a critical

role in ensuring their food security. The Commonwealth

Chapter 1: Commonwealth
Trade and the
Commonwealth Advantage

Commonwealth countries’international trade has rebounded
strongly over the past two years following a decline in

2020 induced by the COVID-19 pandemic.In 2022, the

total value of exports from the Commmonwealth reached
US$4.8 trillion, representing around 15 per cent of world
trade. These exports have returned to their pre-pandemic
growth trajectory, andin 2022, were nearly $1.05 trillion
higher than the level before the pandemicin 2019.

Part |: Commonwea
rade and Investment

- xecutive Summary

Trade Review 2024 explores how trade and investment,
particularly among the 56 member countries, can bolster
food security for the Commonwealth's 2.7 billion people.

This publicationis divided into two parts. Part | examines
overallintra-Commonwealth trade and investment, while

Part Il thematically focuses on trade, investment, and resilient
supply chains to enhance food and nutrition security within the
Commonwealth. It proposes potential strategies to augment
food and nutrition security, as well as resilience, particularly
through the exploitation of trade and investment opportunities.

th

Intra-Commonwealth trade in goods and services reached
arecord high of US854 billion in 2022, marking anincrease
of $174 billion compared to the pre-pandemic level. These
exports demonstrated remarkable resilience during

the COVID-19 period. After experiencing a 15 per cent
decline invalue at the peak of the pandemic in 2020, they
rebounded sharply, growing at a cumulative rate of 21.7
per centin 2021 and 2022. This growth outpaced the 18.3
per centincrease in global trade over the same period.

In 2022, intra-Commonwealth exports accounted

for around 18 per cent of members' global exports.
However, for developing countries collectively, this share
is significantly higher, at around 25 per cent. Overall,
Commonwealth small states and LDCs depend the
most onintra-Commonwealth trade. On average, 26 per
cent of small states' trade is with other Commonwealth
members and this share is 24 per cent for LDCs.



Overall, Commonwealth developing countries lead
intra-Commonwealth trade flows, accounting for almost
three-quarters of all exports. Over time, their export share
hasincreased from 66 per centin 2015 to 72 per centin
2022. Asian Commonwealth countries are mostintegrated
with Commonwealth countries in other regions. These
economies are undergoing a noticeable shift towards
services, enabled by digitalisation, whereas African member
countries still rely largely on commodity exports.

A significant Commonwealth "trade cost advantage”
underpins this trade expansion and has remained strong

and resilient over time. This Commonwealth advantage
implies that bilateral trade costs between Commonwealth
country pairs are 21 per cent lower than those with non-
Commonwealth countries, on average. These reduced costs
provide a strong impetus for trade growth without any formal
collaboration. New econometric analysis reveals a positive
impact of Commonwealth membership on merchandise
exports, with these exports around 30 per cent higher
between Commonwealth countries compared to non-
Commonwealth countries over the period from 2010 to 2022.

In 2022, more than two-thirds of intra-Commonwealth
exports consisted of merchandise, with services
contributing the remainder. However, the proportion

of services has been increasing in the overall exports

of both developed and developing countries, driven by
the resumption of travel and transport services in most
countries after the COVID-19 pandemic, along with the
adoption of online cross-border service delivery modes.
The share of digitally deliverable services in total services
exports climbed sharply across all Commonwealth regions,
andin 2022, these exports were worth US$921 billion,
accounting for 65 per cent of total services exports.

Intra-Commonwealth exports are expected to surpass

US$1 trillion by 2026 but the long-term target of raising
these exports to $2 trillion seems challenging as various
geopolitical and economic headwinds and shocks are adversely
affecting trade outcomes. To reach this ambitious target,
countries willneed to leverage digital technologies, narrow
digital divides, utilise bilateral and regional trade agreements,
promote services co-operation and harness the power

of artificial intelligence and other emerging technologies.
These efforts should be framed overall by the importance of
ensuring inclusive trade for women and youth, and especially
by promoting women's economic empowerment.

Part l: Commonwealth Trade and Investment\ xix

Chapter 2: Intra-
Commonwealth Investment
and the Commonwealth
Advantage

The Commonwealth is a major destination for global
investment. In 2023, Commonwealth countries collectively
held US$10.4 trillion —or around 21 per cent - of global foreign
directinvestment (FDI) inward stock, almost double its value
in 2015. FDIinflows to the Commonwealth have grown faster
than the worldwide average since 2015 and were worth $254
billion in 2023, accounting for 19 per cent of global flows.

Investments between Commonwealth countries contribute
significantly to these stocks and flows. The value of intra-
Commonwealth FDlinward stock has almost doubled

since 2015 to US$1.7 trillionin 2022. FDI flows between
Commonwealth countries more than quadrupledin value
over the same period and totalled $172 billion in 2022.

Greenfield investments announced in Commonwealth
countries were worth US$355 billion in 2023, split

between $77 billion in intra-Commonwealth investment

and $278 billion from the rest of the world. Since 2021,
intra-Commonwealth greenfield FDI has mainly targeted
services (63 per cent), particularly renewable energy, real
estate and communications; with lower shares going to
manufacturing (28 per cent) and primary (9 per cent) sectors.

Overall, greenfield FDI has created more than 2.1 million jobs in
Commonwealth countries since 2021, including nearly 1.4 million
in developing members. Intra-Commonwealth investments
contributed almost 17 per cent (or 362,333) of these jobs.

The Commonwealth advantage plays a critical role in driving
these investment flows. Econometric estimations using an
improved empiricalmethodology and the latest data confirm
the positive impact of Commonwealth membership, with the
value of announced greenfield FDI between Commonwealth
countries found to be 3.5 times greater, on average, compared
to flows between other country pairs over the period from 2003
to 2022. Yet, the resilience of the Commonwealth advantage
ininvestment has been tested recently by a series of global
economic shocks —including the US—China trade war, the
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COVID-19 pandemic and the ongoing conflict in Ukraine —
which have severely impacted investment flows worldwide.

Despite the substantial and growing levels of investment
inthe Commonwealth, inward stocks and flows tend to be
highly concentrated geographically and across development
levels. The bulk of the investment —both from global sources
andintra-Commonwealth partners - originates froma

small pool of countries and is directed to a few beneficiaries,
chiefly the six developed economies and some mostly larger
or more advanced developing members. Many vulnerable
countries in the Commonwealth face acute challenges

in attracting and retaining investment. Growing and
diversifyingintra-Commonwealth investment, leveraging
and strengthening the Commonwealth advantage, can

help to address these challenges and imbalances.

rade anc
iNnthe

Chapter 3: Mapping Food

International trade in food and agricultural products
plays a critical role in ensuring food security in
Commonwealth countries. As a group, they are large
traders of food products. In 2022, they accounted for
around 15 per cent (or US$224 billion) of global food
imports and 18 per cent of food exports ($263 billion).

Collectively, Commonwealth countries are net food
exporters and three developed country members - Canada,
Australia and New Zealand - play a significant role in driving

Theinvestmentlandscape is continuously being reshaped by
the reverberating effects of geoeconomic and policy shocks,
together with accelerating technological transformation,
increasing focus on sustainability and environmental, social
and governance considerations, and greater prioritisation of
support for the SDGs. Moreover, an ongoing pivot towards
services-oriented investment, and growing emphasis on
supply chainresilience, near-shoring and friend-shoring, are all
likely to shape investment flows in the short-to-medium term,
creating challenges and opportunities for Commonwealth
countries. To attract more investment and direct it to areas
where itis most needed, Commonwealth governments must
ensure theirinvestment policies and strategies respond
effectively to these evolving global and regional dynamics.

Part |l Commonwealth
Investment
-00d Sector

these exports. However, more than two-thirds of the
Commonwealth membership (40 of 56 countries) are net
importers of essential food products, especially LDCs,

small states and smallisland developing states (SIDS). The
Pacific SIDS collectively have the highest dependence on
foodimports, with essential food constituting 17 per cent of
their merchandise imports, almost three times greater than
the global average. This share is even higher in some other
countries such as The Gambia, Rwanda and Grenada, where
foodimports exceed 20 per cent of merchandise trade.

Among Commonwealth developing countries, African
members have consistently been net food importers,
with their food trade deficits widening over time. There
has been a similar trend in Caribbean SIDS. Conversely,



Asian and Pacific members have generally registered
food export surpluses over the past two decades.

Intra-Commonwealth trade has a critical role in ensuring food
supplies as Commonwealth countries source around a quarter
of their food from other members, exceeding the overall
intra-Commonwealth share of merchandise trade (at 18 per
cent). This reliance is very high for developing countries, at 34
per cent, and particularly high for the Pacific SIDS at 82 per
cent. The value of intra-Commonwealth food trade has tripled
since 2005, reaching an all-time high of US$53 billionin 2022.

Agri-food trade in the Commonwealth is driven by its
members' growing populations, large diaspora networks

and the trade-enhancing effects of the Commonwealth
advantage. Commonwealth membership typically leads

toa 22 per centincrease in food trade between member
countries compared to non-members. This effectis
particularly strong for exports of fruits and vegetables,
cereals, and fish products, which are essential for food
security, and it increases to 33 per cent when Commonwealth
countries are part of the same trade agreement.

Commonwealth countries import a wide range of food
products, with basic food items comprising over 75 per cent
of their food import basket. Fruits and vegetables, along with
edible oils and oilseeds, form the largest segments, followed
by prepared food products and cereals. Meat and seafood
each hold shares of about 8 per cent. These products are
widely traded through intra-Commonwealth food trade
corridors spanning all parts of the Commonwealth.

Commonwealth countries’ food trade has beenresilient

to supply chain shocks including the global financial crisis
and, more recently, the COVID-19 pandemic. However,
shifting population dynamics and contemporary challenges
- such as supply chain disruptions, climate change

and biodiversity loss - pose significant threats to food
security inthe Commonwealth. Over the next decade, the
Commonwealth's populationis projected to expand by over
385 million, requiring an additional US$100 billion in food
imports to meet the resulting growth in demand for food.

An enabling global environment is required to meet this
challenge. Enhanced co-operation and open trade can
foster diverse, sustainable and resilient global food supply
chains, along with access to the necessary inputs like
seeds and fertilisers. The presence of both significant
food producers and numerous net-food importers within
the Commonwealth presents a unique opportunity to
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meet some of the future food requirements, especially
by leveraging the Commonwealth advantage.

Chapter 4: Commonwealth
Countries’ Trade in
Processed Foods

Processed foodis animportant element of international food
trade. Almost half of all food products undergo some kind of
processing before they are traded across borders. This ranges
from basic processing such as cleaning, washing or salting to
intensive ultra processing like pasteurisation and steaming.

In 2022, Commonwealth countries imported processed
food worth US$105 billion, accounting for 47 per

cent of their total food imports. These imports have
recorded a more than four-fold increase over the past
two decades and, as a group, the Commonwealth relies
more heavily on processed food imports compared to
the global average (41 per cent of total food imports).

Developed Commonwealth countries have the highest share
of processed food products in their food imports, with four
countries - the UK, Canada, Australia and Malaysia - accounting
for around 60 per cent of all processed food imported by the
Commonwealthin 2022. This disproportionate share, despite
their relatively small populations, likely reflects higher levels

of urbanisation and per-capita disposable incomes as well as
consumer preferences. These factors drive demand for more
expensive and convenient imported processed food items.

Commonwealth countries'imports of processed foods
are quite diverse, with a significant portion allocated

to prepared foods, edible oils and confectionery. This
diversity reflects distinct dietary preferences, income
levels and needs across regions. Composite foods that
are ready to use constitute about two-thirds of the
foodimported by Commonwealth countries, followed
by fermented or smoked foods, with sweetened, salted
or brined foods making up the smallest share.

These processed food products are sourced from a wide
array of suppliers. Approximately half originate from
advanced economies, while developing countries such as
Argentina, Brazil, India and Indonesia have also emerged
as significant suppliers. The emphasis on regional and
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South—South trade is evident in the food import patterns
of Asian and African Commonwealth countries, reflecting
preferences for sourcing from cost-effective suppliers

as well as shared dietary habits within these regions.

Commonwealth members are also large exporters of
processed food products.In 2022, their processed food
exports were worth US$111 billion and amounted to 42
per cent of total food exports, which is similar to the global
average. Over time, the Commonwealth's exports of
both fully processed food and raw or minimally processed
foods have increased annually, growing at rates of 7.2 per
centand 8.3 per cent, respectively. Many countries have
established processed food industries and regulatory
agencies to harness the export potential of this sector.

Rapid population growth and urbanisation offer numerous
opportunities for Commonwealth developing countries
to expand production and trade of processed and high
value-added food products. This would not only help

to enhance food security but also promote structural
economic transformation and create jobs through

new agri-food industries in these countries.

Higher levels of food processing may help in fortifying
the nutrient content of food products, increasing their
shelflife and enabling their transportation to remote
markets across the globe. However, the rapidly expanding
demand for and supply of processed foods might

also impose hidden social, environmental and health
costs, if these products are not consumed as part of

a healthy, nutritious diet. Policy measures to address
these trade-offs are essential to ensure processed
foods continue to play a crucial role in ensuring food
security, while minimising their adverse impacts.

Chapter 5: Investment in
the Commonwealth’s Food
Secto

Risingincomes, growing populations and greater urbanisation
are driving demand for increased production and trade in
food, creating new opportunities for investment. Between
2005 and 2023, more than US$70 billion in greenfield

FDlwas announced in food-related sectors across the

Commonwealth through 1,674 projects. This included
98 projects worth approximately $4 billionin 2023.

Investors from outside the Commonwealth provided most
of this FDI and this pattern has been consistent over time.
These globalinvestments tend to be distributed unevenly
across the Commonwealth, with more than half of the
food-related greenfield FDl announced between 2021 and
2023 destined for developed Commonwealth members.
Developing countries collectively received 43 per cent,
and some developing members face major challenges in
attracting investmentinto their food sectors. Regionally,
more than 60 per cent was announced in Asia and Europe.

Narrowing the focus to food production, on average
nearly US$2.1 billionin global greenfield FDI was
announced annually in the Commonwealth across eight
food categories between 2021 and 2023. A higher share
(58 per cent) was directed to processed foods.

Intra-Commonwealth investments in food-related sectors
were worth US$270 millionin 2023 and averaged $330 million
annually between 2021 and 2023. Developing countries
received three-quarters of the capital invested up to 2023, with
African and LDC members among the main beneficiaries.

A small number of investing and host countries have exchanged
the bulk of recent intra-Commonwealth greenfield FDI in
food-related sectors. The UK, Singapore, Australia, South
Africa, Nigeria and Canada collectively contributed 91 per cent;
while 70 per cent was directed to Tanzania, New Zealand, India,
Malaysia, Australia and Uganda, ranked in order. No food-related
greenfield projects were announced in Commonwealth small
states or SIDS between 2021 and 2023. Many of these countries
rely heavily on food imports, particularly sourcing from other
Commonwealth members, and face considerable challenges
attracting consistent levels of investmentin the food sector.

Narrowing the focus, an average of US$277 millioninintra-
Commonwealth greenfield FDI was announced in food
production annually between 2021 and 2023. Slightly more

was directed towards processed (57 per cent) compared to
unprocessed foods (43 per cent). Overall, intra-Commonwealth
investments in food production created 13,545 jobs

between 2015 and 2023, mainly in developing countries.

Diversifying the distribution of greenfield FDIin food sectors
across the Commonwealth and growing its overall value could
yield substantial benefits. Together with domestic and public
investment, this is key to providing the capital required to



grow food production and trade within the Commonwealth.
Higher levels of investment can also help to ensure the agri-
food systems of the future are more sustainable and resilient,
and better positioned to address food security concerns.

Chapter 6: Policy Options
and Way Forward

Commonwealth countries’ global food imports have grown
atacumulative annual rate of 7.3 per cent over the past
two decades, increasing in value from US$47 billion in

2005 to $224 billionin 2022. If this trend continues, food
imports are projected to reach $486 billion by 2033.

The prevalence of large subsistence agriculture and artisanal
fisheries in many Commonwealth developing countries,
especially LDCs, small states and SIDS, means overall per
capita food imports are substantially lower than the global
average. Conversely, the Commonwealthis expected to
experience much higher population growth than the global
average, adding over 385 million people by 2033, particularly
in Africa. To feed this expanding population, Commonwealth
countries willneed to increase their food imports by an
additional US$100 billion over the next decade, raising total
foodimport requirements to $324 billion. The costs of this
food import bill will be shared disproportionally depending upon
the growth rates of populations and incomes. Given the fiscal
implications, more resource-constrained Commonwealth
governments might face trade-offs to enhance food security.

Around one-fifth of the additional food imports

over the next decade are anticipated to come from
Commonwealth countries. Most net food importers will
continue to depend on global sources. Ensuring resilient
supply chains will require enhanced global co-operation
and open trade to foster "re-globalisation”.

The imperative of achieving SDG 2 on zero hunger and
ensuring food and nutrition security underscores the need
to enhance the resilience and sustainability of agri-food
systems and supply chains atlocal, regional and global levels.
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This may require complex trade-offs between economic,
environmental and social sustainability goals in food systems.
Balancing these trade-offs involves fostering sustainable
practices that integrate economic viability with environmental
stewardship and social equity. This includes supporting
initiatives like reforestation, promoting regenerative agriculture
and investingin alternative protein sources, all of which can
help align food systems with broader sustainability goals
without undermining economic stability or social well-being.
Addressing the unique challenges faced by women, youth and
indigenous people in the agriculture and food sector is crucial
to overcoming broader issues of food insecurity and poverty.

Commonwealth member countries can focus on the following
policy areas to strengthen food and nutrition security
through trade, investment and resilient supply chains:

» Enhance pan-Commonwealth collaboration on food
production and supplies, including consideration of a
phased Commonwealth Food Supply Arrangement to
ensure access to essential foods during times of crisis.

+ Strengthen multilateral co-operation on trade, food and climate.

« Leverage bilateral and regional trade agreements
and deepen economic co-operation to
sustainably grow agri-food trade.

+ Mobilise domestic and international investment
and finance into the food sector, especially in
food production, processing capabilities and
value addition along the supply chain.

+ Leverage Aid for Trade to develop sustainable
productive and supply capacities.

Build the capacity of exporters, especially
smalland medium enterprises, to comply with
food-related regulations and standards.

+ Improve agricultural trade facilitation, particularly
through the adoption of digital technologies.

+ Upgrade logistics infrastructure for resilient supply chains.

« Tackle foodloss and waste while adopting circular economy
principles to create sustainable agri-food systems.
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E nd notes 2 Foodand Agriculture Organization (FAO) (1996)

"Rome Declaration on World Food Security
and World Food Summit Plan of Action".

1 Theterm "food system"encompasses the entire
range of activities involved in producing, processing,
transporting, preparing and consuming food, as well as
the output of these activities, including socio-economic
and environmental outcomes (von Braun et al., 2021).
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Intra-Commonwealth Trade

Commonwealth members' exports grew by 52% ($274 billion)
—from $528 billion to $854 billion —between 2015 and 2022.
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Inward FDI stock

The value of intra-Commonwealth FDI inward stock
in Commmonwealth countries more than doubled between 2015 and 2022
—from $850 billion to $1.7 trillion
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The combined value of greenfield FDI announced across the Commonwealth
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Commonwealth countries’ internationa
strongly over the past two years followin
by the COVID-19 pandemic. However, the
across countries and regions, with Asian ec
way. The Commonwealth trade cost advanta
trade expansion and has remained strong and

This chapter examines the export performance
member countries during the post-COVID recove
growing geopolitical tensions. Some of the key tak

* In 2022, the total value of exports from the Comm
US$4.8 trillion, representing around 15 per cent of

* Intra-Commonwealth trade in goods and services rea
high of US$854 billion in 2022, marking an increase of $
compared to the pre-pandemic level. Intra-Commonwe
exports are expected to surpass US$1 trillion by 2026.

* Intra-Commonwealth exports accounted for around 18 per
members' global exportsin 2022, but this rises to around 25
for developing countries overall. Commonwealth small states
developed countries depend the most on intra-Commonwealth

* Thereis a positive impact of Commonwealth membership on
merchandise exports, with these exports around 30 per cent highe
between Commonwealth countries compared to non-Commonweal
countries over the period from 2010 to 2022.



The Commonwealthis not a formal trading bloc. However,
there are tremendous opportunities to boost trade,

investment and connectivity amongits 56 member countries.

This includes trade in agri-food products to enhance food
security, the thematic focus of this Commonwealth Trade
Review 2024 (see PartIl). The Commonwealth advantage

implies that bilateral trade costs between member countries

are 21 per centlower, on average, compared to trading
with non-member countries (Commonwealth Secretariat,
2021). These reduced costs provide a strong impetus for
trade growth without any formal collaboration. Factors
such as historical ties, familiar administrative and legal
systems, the use of largely one language, English, as the
means of communicating with foreign partners, and large
and dynamic diasporas have all contributed to strong
trade relationships among Commonwealth nations.

Post the COVID-19 pandemic, the Commonwealth
advantage could act as a tailwind, supporting economic
recovery across member countries. However, global
trade has faced unprecedented disruptions in recent
years amid a faltering rules-based multilateral trading
system and rising protectionism (IMF, 2023b). The
ongoing geopolitical conflict in Ukraine and the potential
escalation of the Middle East conflict, which has already
resultedin the rerouting of shipping lanes in the Red Sea,
constitute additional major shocks impacting global trade
prospects, following the unresolved United States of
America (USA)-China trade war and the pandemic. The
triple planetary crises of climate change, pollution and
biodiversity loss continue to adversely impact economies

and societies worldwide, especially affecting the
Commonwealth's smallest and most vulnerable members.

Today, trade patterns are shifting, and supply chains

are reconfiguring as policies favouring "near-shoring”,
"friendshoring” and "reshoring” gain popularity. These shifts
could potentially fragment the global economy politically
and economically (IMF, 2023b). These developments have
sparked debates about whether globalisationis in transition
or retreat, with some advocating for greater international
co-operation around open and predictable trade to foster
“re-globalisation" (WTQO, 2023). In this turbulent environment
marked by multiple interconnected shocks, the resilience

of Commonwealth trade — particularly the Commonwealth
advantage —faces significant stress tests. However, it may also
evolve as geopolitical and geo-economic factors increasingly
shape trade andinternational production networks.

This chapter examines the export performance of the 56
Commonwealth member countries during the post-COVID
recovery period and amid growing geopolitical tensions.
The chapter is divided into five sections. Section 1.2, which
follows, provides an overview of Commonwealth countries'
global trade. Section 1.3 focuses onintra-Commonwealth
trade in goods and services, highlighting recent trends, as
well as regional and sectoral compositions, including for
small states, smallisland developing states (SIDS) — or 'great
ocean states' given their vast marine jurisdictions —and
least developed countries (LDCs). Section 1.4 discusses
the prospects and drivers of Commonwealth trade,
considering major trends and dynamics likely to shape trade
flows both globally and among Commonwealth countries.
Section 1.5 concludes the chapter. The subsequent chapter
exploresintra-Commonwealth investment, highlighting

its symbiotic relationship with the trade discussion here.
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1.2 Commonwealth
countries’ global exports
of goods and services

Commonwealth countries'international trade has sharply
rebounded over the past two years following the COVID-19
induced dropin 2020.In 2022, the total value of exports from
the Commonwealth reached US$4.8 trillion, with merchandise
contributing 70 per cent (around US$3.4 trillion) and services
30 per cent ($1.45 trillion). This figure was nearly $1.05

trillion higher than the pre-pandemic level in 2019 ($3.75
billion).! This effectively recouped the $417 billion exportloss
incurred during the peak of the pandemicin 2020. Exports
have returned to their pre-pandemic growth trajectory.?

TABLE 1.1

However, the recovery has been uneven across countries
and regions, with Asian economies leading the way.*

Developing countries accounted for over half of the
Commonwealth's exports, totalling US$2.48 trillion or 52 per
centin 2022. The remaining share, amounting to $2.3 trillion,
originatedin the six developed country members (see Table 1.1).
The five South Asian members contributed approximately

44 per cent (or $2.1 trillion) of the developing countries' total
exports. African countries accounted for around 7 per cent

(or $332 billion), slightly lower than the 7.5 per cent reported in
2019. Meanwhile, Caribbean SIDS contributed 0.9 per cent (or
$42 billion), and Pacific SIDS contributed 0.4 per cent (or $17.6
billion), indicating smaller shares in comparison (see Annex 1.2).

In absolute terms, the largest bilateral trading partners
for merchandise among both developed and developing
Commonwealth membersin 2022 were China, the

COMMONWEALTH COUNTRIES' EXPORT PROFILE IN 2022 (US$ BILLION, INTRA-CW SHARE (%))

Merchandise exports Total exports (goods and services)

Region/group

576

Intra-CW | 1 bat | intra-cw | ™ W | Giobal | intra-cw | Mtra-CW
share share share
1 278 19 854 18

1,445 4,803

Commonwealth total 3,358 7
Ofwhich
Developed 1,597 142 9
Developing 1,760 434 25
By regions
Africa 282 85 30
Asia 1,435 337 23
Carribean and Americas 627 34 5
Carribean SIDS 28 6 21
Europe 541 44 8
Pacific 474 75 16
Pacific SIDS 16 6 37
Vulnerable groups
Small states 96 30 31
SIDS 48 13 27
LDCs 92 22 23

Note: SIDS excludes Singapore; CW denotes Commonwealth

Source: Commonwealth Secretariat (calculated using UNCTADStat and WTO-OECD BaT|S datasets)

723 100 14 2,320 242 10
723 281 39 2,483 715 29
51 13 25 333 98 30
656 161 25 2,091 498 24
137 19 13 765 53 7
14 3 22 42 9 21
537 64 12 1,078 108 10
64 21 34 537 96 18
2 1 30 18 6 36
70 13 19 165 43 26
25 6 23 72 19 26
19 4 22 111 26 23
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European Union (EU)27 and the USA. China was the biggest
source of imports, while the USA was the largest export market,
largely due to Canada's trade under the Canada—United States—
Mexico Agreement (CUSMA). In terms of services trade, the EU
was the leading partner for both imports and exports, followed
by the USA. The geopolitical and geo-economic fragmentation
of global trade could have implications for individual
Commonwealth countries depending on their trade patterns
with these large economies (IMF, 2024). Intra-Commonwealth
trade of Commonwealth developing countries might be less
exposed due to the existence of large South—-South trade
between these countries. However, the intra-Commonwealth
trade of developed economies is relatively more exposed

to these developments as they trade with both developed

and developing countries (Gopalkrishnan, 2024).

The export performance of vulnerable countries has been
mixed. The Commonwealth includes 33 small states, with
about three-quarters of these being SIDS. There are also 14
LDC members of the Commonwealth. Vanuatu graduated out
of the LDC category in 2020, and Bangladesh and Solomon
Islands are set for graduation in 2026. These countries face
unigue and complex vulnerabilities that significantly impact
their trade as they seek to build inclusive, sustainable and
resilient economies following the pandemic. For instance,
SIDS are constrained by their small domestic markets, a
narrow range of export products, and high trade costs due

to their remote geographical locations, which are poorly
connected to major shipping routes. LDCs lack economic
diversification and rely heavily on primary commodities. This
makes their participationin trade, and the gains they derive
fromit, highly vulnerable and deeply exposed to external
shocks and volatility in global markets. Climate change and the
increasing frequency and severity of natural disasters further
exacerbate the vulnerabilities of small states, SIDS and LDCs.

In 2022, small states exported goods and services

worth US$165 billion, constituting 3.4 per cent of the
Commonwealth's global exports. Although this represented a
$37 billion increase from the pre-pandemic level, their overall
share remained stable at 3.5 per cent during this period. In
2022, exports from 24 SIDS* totalled $72 billion (43 per cent
of small states' total exports), with the remaining 57 per

cent originating from 8 small states that are non-SIDS.

Commonwealth LDC members exported goods and services
valued at US$111 billion in 2022. The largest contribution
came from Bangladesh, which alone accounted for over

half of these exports ($62 billion), making it the largest LDC
exporter within the Commonwealth and globally. Overall,
LDCs collectively held a 2.3 per cent share in Commonwealth
countries’ exportsin 2022, slightly up from 2.1 per centin 2015.
As aresult of significant export growth in absolute terms over
this period, the share of Commonwealth LDCs in world trade
increased from 0.31 per centin 2015 to 0.35 per cent in 2022.

As these vulnerable countries seek to rebuild their economies
and societies post-COVID, they can draw on the renewed
support of the international community, including the
Commonwealth. The Doha Programme of Action has
carried forward the same targets for LDCs for 2022-2031,
aiming toincrease the LDC share of global exports to 2 per
cent, up from 1 per cent at the start of implementation of
the Istanbul Programme of Actionin 2011. Similarly, the
SAMOA Pathway, the support framework for SIDS, will
conclude in 2024, and the global community has adopted
the Antigua and Barbuda Agenda for SIDS (ABAS). Under
ABAS, international trade and investment in SIDS are
recognised as the fourth critical area for building economic
resilience, alongside reforms to the international financial
architecture, development finance and sustainable debt
management. The next section delves deeperinto intra-
Commonwealth trade in goods and services, highlighting
recent trends, as well as regional and sectoral compositions.

1.3 Intra-Commonwealth
exports of goods and

1.3.1 Value and trend

The value of intra-Commonwealth goods and services
exportsreached US$854 billion in 2022,°> marking an increase
of $174 billion compared to the pre-pandemic level in 2019.
These exports demonstrated remarkable resilience during
the COVID-19 period. After experiencing a 15 per cent
decline invalue at the peak of the pandemicin 2020, they
rebounded sharply, achieving a cumulative growth of 21.7
percentin 2021 and 2022. This growth outpaced the 18.3
per centincrease in global trade over the same period.

Although the value of intra-Commonwealth exports has
risen substantially, its share of members' global exports has
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FIGURE 1.1
INTRA-COMMONWEALTH EXPORTS (2015-2022)
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Note: The secondary vertical axis reflects trade share: the dotted line (the Commonwealth's share in the world) represents the
contribution of 56 members to global goods and services exports, while the solid line (intra-Commonwealth share) represents the
contribution of intra-Commonwealth members in world exports.

Source: Commonwealth Secretariat (calculated using data from UNCTADStat)

Intra-Commonwealth trade is driven by a few large

remained stable over the past decade (Figure 1.1). In 2022, economies. In 2022, the UK's intra-Commonwealth exports
intra-Commonwealth exports represented 18 per cent of of goods and services were worth US$100 billion, accounting
members' global exports. For developing countries collectively, foraround 41 per cent of the intra-Commonwealth share
this share is significantly higher at around 25 per cent. In among developed countries. The UK leads in services,
contrast, the intra-Commonwealth share for developed contributing $57 billion and constituting one-fifth of
members ranges between 10 and 13 per cent (see Box 1.1). intra-Commonwealth services exports. Australia held

BOX 1.1

COMMONWEALTH COUNTRIES' RELIANCE ON INTRA-COMMONWEALTH TRADE

Reliance onintra-Commonwealth trade varies significantly by geographical region, in addition to countries' different levels of
development. Forinstance, in 2022, African members' share of intra-Commonwealth trade was 30 per cent (US$98 billion),
nearly twice the Commonwealth average. This share is higher for the Southern African Customs Union countries —Botswana
(33 per cent), Eswatini (82 per cent), Lesotho (43 per cent), Namibia (48 per cent) and South Africa (29 per cent) —and East
African Community countries such as Kenya (34 per cent) and Tanzania (39 per cent). These countries primarily trade goods
and services with regional partners and more developed Commonwealth countries like the UK, which offers preferential
market access under economic partnership agreements and the Developing Countries Trading Scheme.
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The Pacific SIDS have the highest reliance on intra-Commonwealth exports, with over one-third (36 per cent) of their exports
going to Commonwealth countries. Services constitute 37 per cent of these exports, primarily due to the focus of these
countries on travel and tourism. This significant share is largely due to their proximity to Australia and New Zealand, to which
they exported goods worth US$6 billion in 2022. Tonga sends almost 90 per cent of its merchandise exports to these two
markets; Vanuatu more than 50 per cent; and three other Pacificislands send more than 40 per cent (see Figure 1.10B).

FIGURE 1.2

RELIANCE ON INTRA-COMMONWEALTH EXPORTS BY REGION AND SECTOR (2022)
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the largest share of intra-Commonwealth merchandise
trade among developed economies, valued at $57.5
billion. Among developing countries, Singapore, India and
Malaysia collectively accounted for over half (55 per cent)
of intra-Commonwealth goods and services exports,
underscoring Asia's pivotal role as a key driver of intra-
Commonwealth trade, as discussed in the next section.

Overall, Commonwealth developing countries lead
intra-Commonwealth trade flows, accounting for almost three-
quarters of all exports. Over time, the developing countries'
export share has increased from 66 per centin 2015 to 72

per centin 2022, while their exportsincreased by 58 per cent
invalue, rising from US$387 billion to more than $612 billion
during the same period. This significant growth is largely due

to the expansion of trade by Asian member countries, whose
exportsincreased by $219 billionin this period (Figure 1.3).

Intra-Commonwealth trade continues to evolve as member
countries deepen existing linkages —such as recent trade

agreements between the UK and Australia, New Zealand
and Singapore, or between India and Mauritius —or
diversify their trading partners both within and outside
the Commonwealth, including with countries like China.
Between 2015 and 2022, 27 member countries increased
their share of intra-Commonwealth merchandise exports,
while 20 increased the same for services exports.

1.3.2 Regional distribution of intra-Commonwealth trade

Intra-Commonwealth trade is significantly intra-regional, driven
by regional production networks and supply chains. Moreover,
trade between Commonwealth countries is found to be more
than three times higher when they are members of an existing
trade agreement (Commonwealth Secretariat, 2018). Based

on these dynamics, intra-Commonwealth trade flows are
analysed across five Commonwealth regions: Africa, Asia, the
Caribbean and Americas (Canada and the Caribbean SIDS),
Europe, and the Pacific (Australia, New Zealand and the Pacific
SIDS). Trade datais available for each countryin Annex 1.2.
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FIGURE 1.3
GROWTH IN INTRA-COMMONWEALTH EXPORTS BY REGION, 2015 VS 2022 (US$ BILLION)
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In Commonwealth Asia, Singapore has the largest share

of intra-Commonwealth trade in goods (35 per cent) and
services (48 per cent). India and Malaysia have relatively equal
shares for merchandise exports, at around 30 per cent. India
is the second-largest exporter of services, accounting for 43
per cent of intra-Commonwealth services trade in Asia. In
absolute terms, Commonwealth Asia’s intra-Commonwealth
trade has almost doubled since 2015 (Figure 1.3).

In Commonwealth Africa, more than two-thirds of exports

originated in three members: South Africa, Nigeria and Ghana.

South Africa leads as the largest intra-Commonwealth
exporter for both goods and services, comprising 40 per cent
of total African intra-Commonwealth exports. Thereafter,
Nigeria and Ghana are significant exporters, contributing

21 percentand 7 per cent, respectively. Kenyais also a
prominent services exporter with a 14 per cent share in the
intra-Commonwealth services exports of African members.®

Canadais the leading exporterin the Caribbean and
Americas region. Turning to the Caribbean SIDS, three
economies — Trinidad and Tobago, Jamaica, and Guyana —
accounted for 72 per cent of the Caribbean SIDS'

intra-Commonwealth exports. Among them, Guyana
alone contributed 52 per cent of merchandise exports,
followed by Trinidad and Tobago and Jamaica. Jamaica,
The Bahamas and Barbados are leading in services trade.

In the Pacific region, Australia and New Zealand drive
intra-Commonwealth trade. In the Pacific SIDS, two
economies — Papua New Guinea and Fiji —accounted for
95 per cent of the Pacificislands'intra-Commonwealth
exportsin 2022. The trade distribution is highly
concentrated: Papua New Guinea alone accounted for 91
per cent of merchandise exports, while Fiji contributed
approximately 81 per cent of services exports.

1.3.3 Sectoral distribution of intra-Commonwealth exports

In 2022, more than two-thirds of intra-Commonwealth
exports consisted of merchandise, with services contributing
the remainder. However, in both developed and developing
countries, the proportion of services in their exports

has beenincreasing andis larger than merchandise.’

The next two sections examine the composition of
intra-Commonwealth exportsin greater detail.
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Merchandise exports

Intra-Commonwealth merchandise trade has gradually
increased over time, rising from US$382 billionin 2015 to $576
billionin 2022. During the pandemic, intra-Commonwealth
merchandise exports experienced a significant contraction.®
This decline was primarily due to severe recessionsin

several large Commonwealth traders, including India,
Singapore, South Africa and the UK, compounded by
pandemic-induced disruptions in supply chains.

Arapid reboundin 2021 and 2022 resulted in the value of
intra-Commonwealth merchandise exports surpassing the
pre-COVID level by US$140 billionin 2022. This recovery

was widespread across all Commonwealth regions, with
developing countries in Asia playing a predominant role. They
accounted for three-quarters of the increase during this
period ($107 billion out of $140 billion). The swift recovery

in Commonwealth Asian economies, combined with lesser
impacts from the pandemic in African members and rising
commodity prices, supported this robust rebound.

Afew large developing economies dominate intra-
Commonwealth merchandise exports (Figure 1.4). Singapore
leads as the largestintra-Commonwealth exporter,

sending approximately US$117 billion worth of goods to
other Commonwealth countriesin 2022, followed closely

FIGURE 1.4

COUNTRY SHARE OF INTRA-COMMONWEALTH GOODS EXPORTS (2022)
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by India ($98 billion) and Malaysia ($96 billion). Together,

these three economies account for about half of total intra-
Commonwealth merchandise exports, a pattern that has
remained largely consistent over time. Overall, 5 countries
contribute around 70 per cent, and 10 countries account for
approximately 90 per cent of intra-Commonwealth goods
trade (Figure 1.4). The concentration of intra-Commonwealth
goods trade among a handful of countries suggests potential
for broader participation and increased trade benefits

if more countries can generate a supply response.

Commonwealth developed countries have a smaller
share inintra-Commonwealth goods trade. The UK
ranks as the fifth-largest merchandise exporter, while
Canadais seventh (Figure 1.4). This is primarily due to
the large share of services in their trade and significant
regional trade relationships — specifically, the UK with
the EU and Canada with the USA and Mexico.

Two sectors, manufacturing and commaodities, collectively
accounted for nearly 80 per cent of intra-Commonwealth
merchandise exportsin 2022. Exports of manufactured goods
totalled US$258 billion (45 per cent), while commodities,
including minerals and fuels, accounted for US$204 billion

(35 per cent) (Figure 1.5). The share of manufacturingin

the overall goods exports of the Commonwealth is highest

10 12 14 16 18 20
Share (%)

Source: Commonwealth Secretariat (calculated using UNCTADStat and WTO Stats)
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FIGURE 1.5
STRUCTURE OF INTRA-COMMONWEALTH MERCHANDISE EXPORTS, BY REGION (2022)
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for Europe (62 per cent) and Asia (54 per cent). Conversely, region shows a comparable net-import pattern, with
Commonwealth Africa has a significant proportion of non- 13 percent of exports and 15 per cent ofimports.
manufactured goods in merchandise exports, at approximately

N o . . Services exports
75 per cent, highlighting the region's vulnerability to volatility

in commodity prices, which significantly impact the revenues Services trade s a crucial component of Commonwealth
of commodity-dependent economies. The Pacific region, countries’ exports, contributing approximately one-third of
including the Pacific SIDS, has the highest share of agriculture intra-Commonwealth trade, whichis nearly 8 percentage
inits exports at 25 per cent —about double the Commonwealth points higher than the global average of 25 per cent.®
average —reflecting the importance of this sector. Australia In 2022, Commonwealth countries exported services

and New Zealand are large exporters of cereals, dairy and worth US$278 billion, marking an increase of nearly $34
meat products, while fisheries constitute a large share of billion from 2019 ($244 billion). This growth is driven by
exports from Pacific SIDS, as discussed in the next chapter. the resumption of travel and transport services in most

) ) ) ) countries after the COVID-19 pandemic, along with the

Asian Commonwealth countries are mostintegrated with ) ) ) )
o ) ) adoption of online cross-border service delivery modes.

Commonwealth countries in other regions (Figure 1.6).In

2022, the Asian region contributed 61 per cent of intra- Services have emerged as the fastest-growing sectorin
Commonwealth merchandise exports and absorbed Commonwealth countries' exports. Prior to the pandemic,
around 54 per cent of intra-Commonwealth imports. intra-Commonwealth services exports were expanding
African Commonwealth countries collectively contributed rapidly at an annual rate of 5.4 per cent, comparedto 3.4

12 per cent of exports and absorbed about 16 per cent of per cent growthin merchandise exports. This accelerated
intra-Commonwealthimports, with a significant portion growth resultedin exports more than doubling from around

originating from Asian countries. Similarly, the Pacific US$98 billion in 2005. The pandemic caused disruptions
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FIGURE 1.6

ORIENTATION OF INTRA-COMMONWEALTH MERCHANDISE EXPORTS, US$ BILLION, % (2022)
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in contact-intensive sectors such as hospitality, travel and
tourism services, leading to a decline of $42 billionin intra-
Commonwealth services exportsin 2020. However, a swift
reboundin 2021 and 2022, with an annual growth rate of 16
per cent, substantially recovered these export losses.

Intra-Commonwealth services exports are highly
concentrated, with five countries supplying more

than 80 per cent of the totalin 2022. The Asian region
alone contributed 57 per cent of these exports

(Figure 1.7). Singapore led as the largest services
exporter ($77 billion), followed by India ($70 billion) and the
UK ($57 billion). Together, these three countries account
for over 70 per cent of intra-Commonwealth services
exports. Australia and Canada rank fourth and fifth
respectively. Among African members, South Africais the only
country in the top 10 services exporting economies.

Intra-Commonwealth services trade is relatively
more diversified compared to merchandise trade.
Services originating from Asian and European
members are destined for all Commonwealth
regions (Figure 1.8). This diversity reflects the flow

of traditional travel and tourism services, as well as
modern digitally deliverable services that benefit
from the Commonwealth advantage (Box 1.2).

1.3.4 Intra-Commonwealth exports
from small states and LDCs

Commonwealth small states rely heavily onintra-
Commonwealth trade, exporting US$43 billion (of

$165 billion total exports) to Commonwealth members.
Despite their small export values, their dependence on
intra-Commonwealth exports is relatively high. In 2022,
these countries collectively directed approximately

26 per cent of their goods and services exports to fellow
Commonwealth members, compared to 18 per cent
for all Commonwealth countries. This dependence is
particularly pronounced in merchandise exports, at

31 per cent, reflecting their export structure, which

is predominantly composed of commodities, such

as agriculture, minerals and fuels (Figure 1.10A).

Commonwealth LDCs also send about one-quarter of
their exports to other Commonwealth countries. Notably,
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FIGURE 1.7
COUNTRY SHARE OF INTRA-COMMONWEALTH SERVICES EXPORTS (2022)
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FIGURE 1.8
ORIENTATION OF INTRA-COMMONWEALTH SERVICES EXPORTS, US$ BILLION, % (2022)
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BOX 1.2
THE GROWTH OF THE COMMONWEALTH'S DIGITAL SERVICES EXPORTS

Digitally deliverable services (DDS) encompass a range of services that can be supplied across borders and delivered remotely
using information and communication technology (ICT), such as the internet. The COVID-19 pandemic deepened reliance on

digital technologies amid accelerating digitalisation and restrictions on face-to-face interactions (UNCTAD, 2021). In contrast
to the steep decline in merchandise and traditional services exports during the 2008 global financial crisis and the 2020-2021

pandemic, the growth of DDS exports has remained quite steady (Aliet al., 2024).

The share of DDS in total services exports climbed sharply across all Commonwealth regions in the wake of the COVID-19
pandemic (Figure 1.9).1n 2022, DDS exports were worth US$921 billion, accounting for 65 per cent of total services exports
(compared to 56 per cent worldwide). Commonwealth developed countries accounted for more than half of these exports
($495 billion or 54 per cent). Among developing economies, Asian countries had the largest share in 2022 (45 per cent or $415
billion), while the contributions of African members, as well as Pacific and Caribbean SIDS, remained marginal.

Many developing countries still lack the capacity to leverage digital technologies for trading services due to limitations in
digitalinfrastructure, technological capacity, connectivity issues and skill gaps. This reduced ability to trade through online
interactions has hampered the growth of DDS in African countries, as well as in the Caribbean and Pacific SIDS (see inset
Chart A, Figure 1.9).

FIGURE 1.9
RESILIENCE OF DIGITALLY DELIVERED SERVICES EXPORTS (2005-2022)

A: Share of DDS in total exports in 2022
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Source: Commonwealth Secretariat (calculated using UNCTADStat, WTO Stats and WTO-OECD BaTIS datasets)
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FIGURE 1.10
DEPENDENCE OF LDCS, SMALL STATES AND SIDS ON INTRA-COMMONWEALTH EXPORTS (2022)
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Bangladesh and various African countries have substantial Commonwealth LDCs accounted for 2.7 per cent of
exports to Commonwealth markets (see Annex 1.1). Similar intra-Commonwealth trade in 2015 (Figure 1.11). This
to the trade composition of small states, LDCs primarily is more than twice the share of all LDCs in world trade
export commodities. However, services exports from some (UNCTAD, 2022). Between 2015 and 2022, while the
LDCs, especially Bangladesh, are rapidly increasing. share of all LDCs in world trade stagnated, the share
FIGURE 1.11

SHARE OF VULNERABLE GROUPS IN INTRA-COMMONWEALTH EXPORTS

Share (%)
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Source: Commonwealth Secretariat (calculated using UNCTADStat and OECD-WTO BaTIS datasets)
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of Commonwealth LDCs in intra-Commonwealth
trade rose to 3 per cent. A significant portion of this
increase s attributed to the export performance of
Bangladesh, whose global exports nearly doubled from
US$28 billion in 2012 to over $63 billionin 2022.

1.4 Prospectsanddrivers of
trade in the Commonwealth

1.4.1 Outlook for intra-Commonwealth trade

The value of intra-Commonwealth goods and services exports
reached a record high of US$854 billionin 2022. These exports
are projected to grow steadily over the next five years,
surpassing $1 trillion by 2026 (see Figure 1.12). While this
growthis positive and intra-Commonwealth trade had

almost returned toits pre-pandemic growth path by 2022,
achieving the long-term goal of raising intra-Commonwealth
trade to $2 trillion by 2030 will be challenging.

FIGURE 1.12

FIVE-YEAR PROJECTIONS FOR INTRA-COMMONWEALTH TRADE (2023-2027)
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The forecast faces downside risks due to geopolitical tensions
and policy uncertainty. The ongoing conflict in Ukraine and
the potential escalation of the Middle East conflict, which has
already resulted in the rerouting of shipping lanes between
Europe and Asia,'® along with tensions in other regions,

could lead to trade fragmentation. Rising protectionism

is another risk that could undermine the recovery of

trade in 2024 and 2025. The number of new global trade
restrictions each year has been steadily increasing, from
about 313 in 2015 to almost 1,700 in 2023. By mid-2024,
these measures had already reached almost 1,500."

Although intra-Commonwealth exports rebounded in

2021 and 2022, trade growth slowed in 2023 due to several
factors: the dissipation of pent-up demand induced by

the pandemic, a shift in consumer spending towards
services and away from goods, geopolitical tensions, policy
uncertainties, and ongoing supply chain restructuring.
Moreover, global economic growth decelerated to 2.6 per
centin 2023 and is forecast to decline further to 2.4 per
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------- Pre-pandemic forecast (2019)

—@— Observed exports
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Current forecast (2024)

Note: The pre-pandemic forecast is based on the International Monetary Fund's (IMF's) projections in October 2019. The shaded area
represents the current forecast (2024) based on the long-run growth rate for the period 2005-2022.
Source: Commonwealth Secretariat (calculated using UNCTADStat and the IMF World Economic Outlook (2019) datasets)
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centin 2024 before rising to 2.7 per cent in 2025 (World
Bank, 2024). Consequently, global trade in goods and
services contracted by 2 per centin 2023 (WTO, 2024c).

Despite these challenges, there are several positive signals
indicating potential for expanding trade flows. Global trade
growthis projected to reboundto 2.3 per centin 2024 (WTO,
2024c¢). Inflation is expected to gradually decrease, which

will allow realincomes to rise in many economies and ease
access to capital and credit, thereby stimulating consumption
of manufactured goods and commmercial services and
encouraging investment. The decline ininflation, coupled
with the introduction of e-visa schemes by many economies,
are anticipated to boost tourism and related travel services
trade (WTO, 2024c). Within the Commonwealth, India's
domestic market size, projected growth and renewed
emphasis on foreign direct investment make it a potential
engine for trade and economic developmentin the next
decade (Gilbert et al., 2024). These developments could
potentially strengthen the trade flows of many Commonwealth
countries in both the short and medium terms, especially

by harnessing the Commonwealth advantage.

FIGURE 1.13

1.4.2 Revisiting the Commonwealth advantage

Framing all these commercial transactions is the
Commonwealth advantage, which continues to drive the
growth of intra-Commonwealth trade in goods and services.
An analysis of bilateral trade costs for different trading
partners reveals that trade costs between Commonwealth
country pairs have been consistently lower over time

(Figure 1.13). On average, aggregate bilateral trade costs
between Commonwealth country pairs are about 21 per cent
lower than the costs of trading with non-Commonwealth
countries (Commonwealth Secretariat, 2021).

New econometric analysis undertaken for this Commonwealth
Trade Review 2024 reveals a positive impact of Commonwealth
membership on various export sectors, including merchandise
exports (around 30 per centincrease over 2010-2022), food
exports (22 per cent over the same period) —see Chapters

3 and 4 —and exports of modern services (400 per cent

over 2000-2019). However, this did not extend to traditional
services exports (Shingal, 2024). Modern services are largely
digitally traded, which insulated them from the COVID-19
shock (see Box 1.2). Since 2005, exports of digital services have
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grown more rapidly than those of merchandise or traditional
services, underlying further opportunities for Commonwealth
countries to leverage digital trade for growth and development.
Similarly, the growing importance of Commonwealth Asia
suggests that other Commonwealth countries can gain
significantly by integrating more with these countries,

including through their goods and services value chains.

As global trade costs generally decline over time, fostering
trade growth and increased prosperity towards achieving
the Sustainable Development Goals (SDGs), the significance
of the Commonwealth advantage may diminish. However,
Commonwealth countries can still substantially reduce

their trade costs by adopting and implementing digital

trade facilitation measures (Box 1.2). An ambitious trade
digitalisation strategy can reduce trade costs by approximately
15 per cent, whereas achieving basic compliance with

the World Trade Organization (WTO) Trade Facilitation
Agreement could reduce trade costs by only around 4 per
cent (Commonwealth Secretariat and UNESCAP, 2024).12
The UK, with the enactment of the Electronic Trade
Documents Actin 2023, and digitally advanced members
like Australia, New Zealand and Singapore, can play a leading
role in efforts to enhance pan-Commonwealth collaboration
on aninclusive and transformative trade digitalisation
agenda, including addressing the digital divide.**

Commonwealth trade and the Commonwealth advantage
may also evolve as geopolitical and geo-economic factors
increasingly shape trade and international production
networks. This could potentially enhance the Commonwealth
advantage as Commonwealth partners become increasingly
favourable locations for "friend-shoring” and for multinational
enterprises and investors seeking to de-risk or move away
from "politically distant” countries. For example, three South
Asian economies —India, Bangladesh and SrilLanka—could
potentially benefit from the shift in supply chains from

China. These countries possess competitive advantages

in certainindustries, such as textiles and electronics
assembly, and could attract investments as alternative
manufacturing hubs (Wignaraja, 2023; Gilbert et al., 2024).

1.4.3 Futuredrivers of Commonwealth trade

Looking ahead, sixmajor trends and dynamics are likely to shape
trade flows both globally and among Commonwealth countries.
First, geopolitics and geo-economic strategic competition will
continue to exert influence over bilateral trade partnerships

and patterns. Since late 2022, there has been a noticeable rise

in trade between countries with similar geopolitical stances
(UNCTAD, 2024). The potential for global trade fragmentation
among major blocs with different institutions and norms poses
ariskto Commonwealth countries, especially small states,
LDCs and those in sub-Saharan Africa. Estimates suggest
this fragmentation could reduce global output by 0.2 to 7 per
cent, depending on the intensity of fragmentation, severely
affecting trade, financial flows and technology exchanges
(Garcia-Saltos et al., 2023). It isimperative for major trading
economies to take measures to ensure that the poorest

and most vulnerable countries are not disadvantaged.

Second, the resurgence of industrial policies and increased
protectionism could distort trade and investment. Some
countries are imposing tariffs increasingly as a policy response
to China's excess production across a range of goods

and its deployment of vast subsidies to boost domestic
production and jobs in strategic sectors like green industries,
semiconductors and frontier technologies. A global subsidy
competition would disadvantage Commonwealth countries
(IMF, 2024). There is also a new scramble to secure access

to critical minerals essential for the clean energy transition.
Several Commonwealth countries are significant producers
of these minerals, presenting potential opportunities

to drive resource-based industrialisation through local

value addition and linkages into the wider economy.

Third, strengthening regional trade and economic co-operation
will remain a priority to foster economic growth, structural
transformation and sustainable development, including

efforts towards achieving food security (see Part|l). The
African Continental Free Trade Area (AfCFTA) and the

Regional Comprehensive Economic Partnership (RCEP) in
Asia—Pacific are the world's largest trade agreements when
measured, respectively, by number of members or economic
size. Once fully implemented, these agreements, together
with other mega-regionals like the Comprehensive and
Progressive Agreement for Trans-Pacific Partnership (CPTPP),
will significantly reshape the global trading landscape. Their
implementation could provide impetus for global growth and
spur trade expansion elsewhere, also benefiting non-members.

Fourth, climate change and sustainability considerations will
increasingly impact trade by disrupting supply chains, altering
trade routes and affecting production patterns, particularly
in agriculture and food. Extreme weather events and rising
sea levels can damage critical trade-related infrastructure
suchas ports, roads and warehouses, with Commonwealth
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SIDS often among the most affected. Furthermore, the
proliferation of climate-related trade measures aimed at
achieving net zero emissions could potentially distort trade
and investment. New traceability and due diligence measures
for environmental, social and governance (ESG) standards

in supply chains represent an additional "green squeeze”

on capacity-constrained developing countries. These
measures are expected to increase trade costs and potentially
disadvantage smaller producers unfairly (Keane, 2023).

Fifth, digitalisation and frontier technologies are transforming
global production, trade and supply chains. For example,
digital trade facilitation measures have the potential to
further reduce the costs of international business and bolster
intra-Commonwealth trade (see Box 1.3). Moreover, the

shift toward digitalisation holds significant promise. In 2022,
around two-thirds of Commonwealth countries' services
exports (US$911 billion) were delivered digitally, almost 9
percentage points higher than the global average.’* While

the growing prospect of delivering services digitally across
borders presents numerous new trading opportunities, it
may also exacerbate digital divides within the Commonwealth
and globally. In 2022, two-thirds of LDCs' population was

still offline (ITU, 2023). However, if these constraints are

BOX 1.3

addressed, digital trade could increasingly become a viable
option for service providers in developing countries and LDCs.

Finally, shifting global population demographics will
significantly impact trade, along with the importance of
ensuring more inclusive trade opportunities for women

and youth entrepreneurs and micro, small and medium
enterprises. These dynamics will also necessitate enhanced
productive capacity and increased trade and investment to
enhance food security for an expanding, more urbanised
population (see Chapter 6). Several populous Commonwealth
countries are experiencing rapid growth, with India surpassing
Chinain population size in 2023. Over the next decade, the
Commonwealthis expected to experience much higher
population growth than the global average, adding more than
385 million people by 2033.'* Fast growing populations are
bolstering demand for goods and services while also placing
increasing pressure on existing resources and the environment.
Overall, more than half of the Commonwealth's combined
populationis below the age of 25. In many countries, young
people are more tech-savvy and innovative, meaning the
Commonwealth's youthful demographic profile is likely to be
a key factor boosting digital trade and driving trade in frontier
technologies and innovative goods and services going forward.

DIGITAL AND SUSTAINABLE TRADE FACILITATION IN THE COMMONWEALTH

Trade facilitation plays a key role in promoting trade and advancing sustainable development. It does this by fostering more
efficient and transparent trade procedures, enhancing the resilience of global supply chains, and reducing overall trade costs.
The 2023 United Nations Global Survey on Digital and Sustainable Trade Facilitation reveals that the average implementation
rate in the Commonwealth countries that participated in the survey stands at 66 per cent, based on a set of 31 general trade
facilitation measures. Developed countries recorded the highest implementation rate at 88 per cent. Among developing
countries, those in Asia recorded the highest rate at 76 per cent, while the Caribbean and Pacific SIDS have the two lowest
sub-regional implementation scores at 58 per cent and 46 per cent, respectively.

Overall, notable progress was made on the implementation of trade facilitation measures between 2021 and 2023. The
average implementation rate rose from 59 per cent in 2021 to 66 per centin 2023. Many developing countries are sharing their
trade facilitation expertise and learning from each other on the digitalisation of trade processes and payment settlement
systems.

Source: Commonwealth Secretariat and UNESCAP (2024)
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1.5 Conclusion

International trade is the economic lifeblood of the
Commonwealth, and revitalising and expanding these flows

of goods and services are indispensable for economic growth
and achieving the SDGs. With the COVID-19 pandemic behind
us, attentionis increasingly focused on charting a path towards
inclusive and sustainable economic recovery and building
more resilient supply chains. The Commonwealth's diverse
members will face varied opportunities and challenges for
economic and trade growth, depending on the structure of
their economies, the composition of their exports, and their
inherent features and vulnerabilities, from small states to LDCs.

While global economic prospects over the next few years

will determine the speed and depth of trade recovery,
stronger multilateral and regional co-operation will enable
and enhance Commonwealth countries’ participationin
world trade, especially developing countries, LDCs and those
graduating from this category. Similarly, Commonwealth
countries' existing and future trade agreements offer
untapped opportunities to expand trade and investment

and deepen economic co-operation, including in services,
digital trade and FinTech (financial technology).

Digitalisation of trade also offers great promise. In 2022,
digitally delivered services accounted for one-fifth of
the Commonwealth's total goods and services exports.
However, most African countries and the Pacific and

Caribbean SIDS are missing out from this digital uptake
and remain marginalised from the bulk of digital trade
flows, hamstrung by large and persistent digital divides.

With the great shift towards services sectors and the
increasing dominance of services in global trade, the services-
oriented economies need to ensure their services sectors

are more resilient and innovative, including by adopting
technologies. Commonwealth countries can harness digital
technologies —with emphasis on building the necessary digital
capabilities —to boost their trade (especially e-commerce

and digitally deliverable services), improve competitiveness,
adopt smarter paperless trade, and promote more sustainable
and circular trade, especially for agriculture and fisheries.

Harnessing these opportunities requires concerted efforts
by the public and private sectors. At aninter-governmental
level, the ongoing efforts of the Commonwealth's Working
Group on Trade and Investment hold great potential to drive
collaboration between Commonwealth countries in support
of enhanced intra-Commonwealth trade. Commonwealth
traders andinvestors can proactively utilise the array of
Commonwealth networks and initiatives, such as the
Business Forum, small and medium-sized enterprise (SME)
platforms, and the Commonwealth Standards Initiative,

to enable regular interaction, information-sharing and
identification of commercial opportunities. These efforts
should be framed overall by the importance of ensuring
inclusive trade for women and youth, and especially

by promoting women's economic empowerment.
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Annex 1.1 Relative significance of intra-Commonwealth
merchandise trade in member countries’ total trade

(2021-2022 average)

A. Goods B. Services
Dominica New Zealand
Eswatini Papua New Guinea
Namibia n— Eswatini
Barbados me— Australia
Tonga me—— Malaysia
Tanzania =— Fii
Brunei Darussalan — Guyana
Kenya me— St Vincent and the Grenadines
Bel\zg —— Seychel\es
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Endnotes

This surge in exports can largely be attributed

to price increases driven by inflationary

pressures during the recovery period.

The Commonwealth's global exports of goods and
services achieved cumulative annual growth of

around 20 per centin 2021 and 2022, surpassing the
increase in global trade over the same period, which
recorded growth of 18.3 per cent in this period.

In 2022, the value of Commonwealth Asian members'
exports was 39 per cent above the pre-pandemic level

in 2019, while the corresponding increase for European
members was 16 per cent. Similarly, the expansion in African
members' exports, at 24 per cent, was 10 percentage
points below the Commonwealth average of 34 per cent.
Overall, exports from developing countries expanded

by 37 per cent, whichis 7 percentage points more than

the increase for developed countries at 30 per cent.
Excluding Singapore.

Almost US$277 billion higher than in 2020.

However, its share in African members'
intra-Commonwealth merchandise exports

is relatively low, at 3.7 per cent.

Developing members export about 39 per cent of their
services to Commonwealth countries compared with 25 per
cent of merchandise, whereas developed members export
about 14 per cent of their services to Commonwealth
countries compared with 9 per cent of merchandise.

10

11

12

13

15

Intra-Commonwealth merchandise exports

decreased by nearly US$61 billion from $435

billionin 2019 to $374 billion in 2020.

World Trade Organization (2024) "Thirty years of trade
growth and poverty reduction”. www.wto.org/english/
blogs_e/data_blog_e/blog_dta_24apr24_e.htm

The economicimpact of the Suez Canal disruptions

since December 2023, which stem from the Middle

East conflict, has so far been relatively limited.

However, some sectors, such as automotive products,
fertilisers and retail, have already been affected by

delays andincreases in freight costs (WTO, 2024c).

Global Trade Alert (n.d.) "Global Dynamics: Total number of
implemented interventions since November 2008". www.
globaltradealert.org/global_dynamics/day-to_0704/flow_all
The Framework Agreement on Facilitation of Cross-border
Paperless Trade (CPTA) provides a supportive platform for
member countries to facilitate the electronic exchange

of cross-border trade-related data and documents.

The UK's Electronic Trade Documents Actis animportant
legal and commercial development thatis expected

to boost the use of electronic trade documents,
particularly electronic bills of lading, in global trade.
Commonwealth Trade Ministers have established a
Working Group on Legal Reform and Digitalisation

to support members' alignment with the Model Law

on Electronic Transferable Records (MLETR).

UNCTAD (2023) "Total population growth rates,

annual, 1950-2050" https://unctadstat.unctad.
org/datacentre/dataviewer/US.PopGR


https://www.wto.org/english/blogs_e/data_blog_e/blog_dta_24apr24_e.htm
https://www.wto.org/english/blogs_e/data_blog_e/blog_dta_24apr24_e.htm
https://www.globaltradealert.org/global_dynamics/day-to_0704/flow_all
https://www.globaltradealert.org/global_dynamics/day-to_0704/flow_all
https://unctadstat.unctad.org/datacentre/dataviewer/US.PopGR
https://unctadstat.unctad.org/datacentre/dataviewer/US.PopGR
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The Commonwealth is a major destinat
However, to attract more investment an
where it is most needed, Commonwealth
ensure their investment policies and strate
effectively to evolving global and regional dy

This chapter maps the trajectory and perform
Commonwealth investment, with a particular fo
recent investments over the past three years foll
COVID-19 pandemic. Some of the key takeaways a

* In 2023, Commonwealth countries collectively hel
US$10.4 trillion — or around 21 per cent - of global
foreign direct investment (FDI) inward stock.

* FDlinflows to the Commonwealth have grown faster th
worldwide average since 2015 and were worth $254 billio

* Intra-Commonwealth FDI inward stock has almost double
since 2015 to US$1.7 trillion in 2022. FDI flows between
Commonwealth countries more than quadrupled in value
over the same period and totalled $172 billion in 2022.

* New productive greenfield investments in Commonwealth coun
were worth US$355 billion in 2023, split between $77 billion in intr
Commonwealth investment and $278 billion from the rest of the w

* Greenfield FDI has created more than 2.1 million jobs in
Commonwealth countries since 2021. Intra-Commonwealth
investments contributed almost 17 per cent (or 362,333) of these jobs.



Many Commonwealth countries, especially developing,
small and vulnerable economies, face significant
challenges in securing the investment needed to achieve
the Sustainable Development Goals (SDGs). Addressing
infrastructure gaps, combating climate change, accelerating
clean energy transitions, developing resilient agri-food
systems (which s crucial for attaining SDG 2 on zero
hunger - see Partll), and reducing poverty and inequality
are among their pressing development priorities,
requiring substantial capital outlays. Itis crucial to grow
and diversify inward investment to meet these needs.

Commonwealth countries must do so amid challenging
conditions for investment worldwide. The conflictin Ukraine
andits repercussions for cross-border supply chains and trade
infood (see Chapters 3 and 4) and other key commodities,
soaring food and energy prices, cost of living crises, and high
debt levelsin many countries have weakened an embattled
global economy still recovering from the COVID-19 pandemic.
The resulting financial tightening, rising interest rates, weaker
growth prospects and widespread uncertainty in capital
markets have put strain on global investment flows (UNCTAD,
2023a; 2024b). This has made it even more difficult for many

Commonwealth countries —already grappling with internal
shocks, challenging domestic investment conditions and, in
some cases, structural constraints such as those faced by small
states (see Box 2.2) - to attract foreign direct investment (FDI).

Greater intra-Commonwealth investment, leveraging the
Commonwealth advantage (see Section 2.4), can play a central
role in overcoming these challenges and driving increased
trade and investment. This chapter maps the trajectory and
performance of intra-Commonwealth investment since
2015, with a particular focus on recent investments between
2021 and 2023, situating these trends within the context of
broader investmentinto Commonwealth countries, as well
as global investment dynamics. The analysis focuses on

FDI' as one component of wider cross-border investment,?
recognising the linkages between FDland trade and its
importance as a source of non-debt-related financial
resources to stimulate economic development. It examines
trends in both overall FDI (Sections 2.2 and 2.3.1) and in
productive greenfield investment (Section 2.3.2), a form of FDI
where a parent company initiates a new venture in a foreign
country, building operations from the ground up. The latter
is especially important for economic development because
itinjects new capital into the economy, helping to build
productive capacity and create new skilled or unskilled jobs
depending on the nature of the investment (OECD, 2020).
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2.2 Globalinvestmentin
the Commonwealth

2.2.1 FDlinward stock

In 2023, Commonwealth countries held US$10.4 trillionin
global FDlinward stock. This stock has increased steadily
since 2015, almost doubling in value (Figure 2.1A). It was
also resilient during the COVID-19 pandemic, expandingin
valueinboth 2020 and 2021. The Commonwealth's share
of global FDlinward stock stood at 21.2 per centin 2023
and has generally ranged between 21 and 22 per cent since
2015. This share declined at the start of the pandemic

in 2020 and 2021 but rebounded in 2022 and 2023.

The distribution of this FDI stock is highly uneven across
Commonwealth countries. The six developed countries held
62 per cent (US$6.4 trillion) in 2023, while 38 per cent ($4
trillion) was hosted by developing members (Figure 2.2A).
Despite its importance for economic growth and development,
vulnerable groups of Commonwealth countries face acute
challengesin attracting and retaining investment, reflected
in their relatively small shares of the overall Commonwealth
inward stock. The 14 Commonwealth least developed
countries (LDCs) hosted just 1.4 per cent (with a total value
of $145.6 billion), while the 33 small states —five of which are
also LDCs and 24 of which are smallisland developing states
(SIDS)*—held 9.4 per cent ($978 billion), as of 2023. A higher
share (26.4 per cent) was hosted by Commmonwealth SIDS
(with a total value of almost $2.8 trillion). However, this was

FIGURE 2.1

heavily concentrated in Singapore, which held almost 96 per
cent of the global stockin Commonwealth SIDS in 2023.

The concentration of global FDlinward stock is also evident
across Commonwealth regions. In 2023, member countries
in Asia and Europe collectively hosted 70 per cent of this
stock, whereas the 21 African members held just 4 per cent
(Figure 2.2B). Countries in the Caribbean and Americas

and the Pacific held larger shares (17 and 9 per cent,
respectively), but the bulk of this stock was concentrated

in the developed countries in these two regions, namely
Canada, and Australia and New Zealand, respectively.

2.2.2 FDlinflows

FDIlinflows tend to be more volatile year-on-year compared
toinward stocks. These inflows to the Commonwealth from
global sources have fluctuated considerably since 2015
(Figure 2.1B). The fluctuations generally coincided with
major global economic events that had wider implications
forinvestment. Forinstance, the jumpin 2016 occurred
amid rebounding oil and metal prices, as well as the start
of a period of accelerating growth in global manufacturing
output and trade (World Bank, 2019). Inflows to the
Commonwealth plummeted in 2020 due to the COVID-19
pandemic and ensuing economic turmoil, rebounding to
exceed pre-pandemic levels only in 2022, before dropping
below the 2015 levelin 2023 as the recovery slowed.

The decline in 2023 mirrors a wider slowdown in global
FDIflows (see Box 2.1) as a series of escalating regional
and global crises, tightening financing conditions and
ongoing trade and geopolitical tensions suppressed

GLOBAL FDI INWARD STOCK AND INFLOWS TO THE COMMONWEALTH, US$ BILLION (2015-2023)

A.Inward stock
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FIGURE 2.2
DISTRIBUTION OF GLOBAL FDI INWARD STOCK IN THE COMMONWEALTH (2023)

A. By Developmentlevel B. By Region

Africa
Pacific 4%

9% ‘

Developing

38% Asia

33%

Europe
37%

Developed
62%

Caribbeanand
Americas
17%

Source: Commonwealth Secretariat (calculated using UNCTAD [2024b] data)

BOX 2.1
RECENT TRENDS IN GLOBAL FDI AND THEIR IMPLICATIONS

Global FDI flows amounted to US$1.3 trillion in 2023, down by 2 per cent overall compared to 2022,” but up by 9 per centin
developed economies (UNCTAD, 2024b). Flows to developing countries decreased by 7 per cent (to $867 billion), despite a

15 per centincrease in greenfield investment project announcements (ibid.).2 FDI flows to LDCs rose by 17 per cent (or $31
billion) in 2023 (following a 16 per cent decline in 2022), and those to landlocked developing countries and SIDS also increased
(UNCTAD, 2023a; 2024b). However, much of this investment remains concentrated in a small number of countries, with many
vulnerable economies still marginalised. For instance, despite anincrease in FDIin absolute terms, LDCs only attracted 2.4 per
cent of global FDI inflows in 2023.°

The subdued global FDI flows in 2022 and 2023 have prolonged a sustained period of stagnation that beganin 2010 (UNCTAD,
2024a). Slow output growth, subdued commodity prices, lower and more volatile capital inflows to emerging markets and
developing economies, rising geopolitical uncertainty and geo-economic fragmentation, escalating trade tensions, mounting
public and private debt, lower cross-border investment by multinational corporations, and ongoing reconfiguration of
international production networks have all contributed to slower global FDI growth —especially in manufacturing—over the
last decade, which fell short of growth in global trade and gross domestic product (GDP) (Lakatos and Ohnsorge, 2017; Stamm
and Vorisek, 2024; UNCTAD, 2024a). In developing countries, aggregate foreign investment into manufacturing has declined
consistently for more than a decade (Blanchard et al., 2021). This diminishes prospects for building productive capacity

in these countries and makes it more challenging for them to pursue traditional pathways to structurally transform their
economies by developing capabilities in progressively more advanced, higher productivity manufacturing activities.

In contrast, cross-border FDlin services has grown steadily, outpacing global inflows to the primary and manufacturing
sectors over the last three decades (Stephenson and Zahn, 2024; UNCTAD, 2019; UNCTAD, 2024a). This has been fuelled by
greater internationalisation and enhanced tradability of services enabled by digital technologies. Digitalisation has supported
the "servicification” and "servitisation" of manufacturing (Bolwijn et al., 2018; UNCTAD, 2020c¢; Stephenson and Zahn, 2024).
Onthe back of these trends, services now account for 72 per cent of total FDI stock held globally (Stephenson and Zahn,
2024). These shifting dynamics potentially present new opportunities for developing countries to attract investment in
pursuit of services-led development. This is an especially promising option for small states and SIDS since services tend to
be less reliant on economies of scale and, increasingly, can be delivered digitally, creating new modes and means to supply
international markets. To fully capitalise on these opportunities, these countries will need to grow capabilities in fast-growing,
high-value services sectors through an intensive focus on human capital development (including digital skills) and concerted
efforts to narrow digital divides and improve domestic regulatory frameworks governing services.
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investment flows in many parts of the world, particularly
ininternational project finance and cross-border mergers
and acquisitions (UNCTAD, 2024b). However, in contrast

to the globaltrend, the largest drop occurred in developed
Commonwealth countries, where combined inflows fell from
US$158 billionin 2022 to under $19 billion in 2023, largely
due to sharp declinesininflows to the UK and Australia.

Commonwealth countries collectively attracted around
US$254 billionin FDIinflows in 2023. These inflows have
grown considerably faster than the global average since
2015, expanding at an average annual rate of 5.6 per cent
compared with a contraction of -0.9 per cent globally. As a
result, the Commonwealth's share of global FDIinflows rose
from close to 14 per centin 2015 to around 19 per centin
2023, albeit with considerable fluctuations year-on-year.

However, FDIinflows remain highly concentratedina small
number of Commonwealth countries,* reflecting the pattern
observed withinward stocks. On average for the most recent
period (2021-2023), just five countries — Singapore (US$142
billion annually),” Canada ($52 billion), India ($41 billion),
Australia ($39 billion) and Malta ($23 billion) — attracted nearly
95 per cent of allinflows (Figure 2.3B). The UK, arecipient

FIGURE 2.3

of sizeable FDIinflows in most years since 2015, recorded
very large negative FDI positionsin 2021 and 2023.¢

This concentration means many vulnerable countries

remain marginalised. The 14 Commonwealth LDCs
attractedjust 3.9 per cent, on average, of the FDIlinflows

to the Commonwealth between 2021 and 2023, with more
than half going to Bangladesh and Mozambique. Similarly,

if Singapore is excluded, the remaining countries in the

group of SIDS received just 2.9 per cent. The 31 developing
Commonwealth small states collectively attracted only 3.9
per cent.’® Attracting larger and more consistent inflows

of investmentinto these countries s crucial to accelerate
economic growth and transformation, enable access to key
technologies, improve productivity, enhance productive
capacity, and aid their integration into global value chains,
international trade and the world economy (OECD, 2002;
Read, 2007; Fauzel et al., 2017; Roudiet al., 2019; Yusheng et al.,
2019; Tandrayen-Ragoobur and Fauzel, 2021; IMF, 2023a).
Some small states and SIDS have deployed a range of policy
measures and strategies to attractinvestmentin support of
broader development objectives, providing valuable insights
for other structurally weak and vulnerable countries (Box 2.2).

TOP 10 SOURCES AND HOSTS OF GLOBAL FDIINFLOWS TO THE COMMONWEALTH (2021-2023, AVERAGE)
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from which the investment originates.

Source: Commonwealth Secretariat (calculated using UNCTAD data for Chart Aand UNCTAD [2024b] data for Chart B)
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BOX 2.2
ATTRACTING INVESTMENT INTO SMALL STATES AND SIDS

Most small states and SIDS face considerable challenges in attracting investment owing to their structural characteristics
—small populations and markets, limited human capacity, lack of economic diversification —as well as their large exposure to
climate change and natural disasters, and heightened vulnerability to external shocks and fluctuations in global investment
flows. Despite these constraints, some small states have managed to enhance investment through a range of well-targeted,
innovative, development-oriented policy measures and reforms that enabled them to leverage such investment flows in order
to structurally transform and diversify their economic activities.

Guyana, forinstance, has channelled revenues collected from major foreign investments in offshore oil and gas exploration
and production to improve the country's overallinvestment environment, including through the development of critical
transport and energy infrastructure. It has also used investment incentives to support diversification into agriculture, business
support services, health, information technology (IT), manufacturing and energy.

Similarly, Botswana successfully channelled revenues from the diamond sector into the development of social and physical
infrastructure as part of broader efforts to diversify the economy and enable economic activity in other areas. It has managed
toincrease the contribution of its services sector to GDP, particularly in FDI-led activities including hotels and restaurants,
financial and business services. The country has also prioritised the development of institutional capacity to better support
strategic investment attraction, prioritising aftercare, improving the investment climate and business facilitation.

Others, such as Brunei Darussalam and Lesotho, have targeted broader regulatory reform and investment facilitation
measures, including by streamlining procedures and processes for business registration, licensing, accessing e-government
services and customs administration, which have served to enhance the ease of doing business for investors.

Mauritius was able to diversify and structurally transform from a commodity-producing economy to develop a globally
competitive services sector, by increasing value addition in well-established industries (textiles, sugar, tourism and
fisheries), at the same time expanding into offering value-added services, including business process outsourcing. The
positive economic performance of Mauritius has been attributed to a concerted policy effort towards maintaining a stable
macroeconomic environment, including implementing investment reforms recommended by a 2001 UNCTAD Investment
Policy Review, that contributed to a competitive investment climate. These included strengthening its investment promotion
capacity, prioritising broader business and investment climate reforms, with emphasis on streamlining government

and business operations, good governance, predictable regulations and establishing mechanisms to manage and track
investment flows. This country is also addressing skills shortages through the creation of a Human Resources Development
Council to encourage market-oriented skills development as well as investor-domestic skills transfer. In a similar move,
Lesotho established two industry-government skills centres for the apparel and textile sectors.

Source: Kampel and Balchin (2024)

2 . 3 I ntra - CO mm O nwea Ith year up to 2022 (Figure 2.4A). Alongside this growth, the
. intra-Commonwealth share of global inward stock hosted by
| ﬂveStm e nt Commonwealth countries was higher in 2022 compared to
. - e 2015 (18.7 per cent versus 17.8 per cent) but droppedto 16.7
per centin 2020 with the onset of the COVID-19 pandemic.'?

2.3.1 Overall FDI trends

Inward stock

As with the overall inward stock from global sources, intra-
Commonwealth FDIinward stock is highly concentrated.

The value of intra-Commonwealth FDlinward stock reached In 2022, six countries —Singapore, India, the UK, Australia,

nearly US$1.7 trillion in 2022.1* This has almost doubled since Mauritius and Canada (ranked in order) —held 77 per cent of

2015, when it was $896 billion, and grew in each consecutive this stock; and the top 10 hosts, also including Barbados, New
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FIGURE 2.4

INTRA-COMMONWEALTH FDI INWARD STOCK AND FLOWS, US$ BILLION (2015-2022)
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Zealand, South Africa and Malta, accounted for nearly 91 per
cent. Vulnerable economies remain marginalised from the
bulk of the investment. The 14 Commonwealth LDCs held
less than 3 per cent of intra-Commonwealth FDIinward stock
in 2022 and the 31 developing small states (excluding Cyprus
and Malta) hosted less than 16 per cent. When Singapore is
excluded, the remaining SIDS held a similar share (15 per cent).

The highlevel of concentrationis also reflected in the
sources of intra-Commonwealth FDlinward stock. As
of 2022, seven investing countries —the UK, Canada,
Australia, Singapore, Mauritius, India and Malaysia —
collectively contributed nearly 90 per cent of this stock.

Inflows

Intra-Commonwealth FDI inflows totalled around US$172
billionin 2022. These flows have more than quadrupled in
value since 2015 (Figure 2.4B). They averaged $92 billion
annually between 2015 and 2022. Concurrently, the intra-
Commonwealth share of overallinflows to Commonwealth
countries has expanded considerably, rising from 15

per centin 2015 to 35 per centin 2022."* There was a
particularly sharp increase in this share at the onset of the
COVID-19 pandemic (from around 27 per centin 2019 to
nearly 41 per centin 2020), highlighting the importance of
intra-Commonwealth investment during global crises.

Similar to FDI stocks, intra-Commonwealth flows are highly
concentrated geographically and across development
levels. Looking at averages for the most recent period
(2021-2022), the six developed countries attracted 52

per cent of the inflows between 2021 and 2022, with the
remaining 48 per cent distributed among the developing
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members (Figure 2.5A). This unequal distribution underscores
the challenges faced by Commonwealth developing
countriesin attracting FDI. Geographically, nearly one-

third of these inflows went to Asian member countries,
almost one-quarter to those in the Pacific, and around
one-fifth to each of the groups of member countries in

the Caribbean and Americas and Europe, compared with

only 4 per cent to African members (Figure 2.5B).

Vulnerable economies continue to be marginalised from
the bulk of these flows. The 14 Commonwealth LDCs
collectively received just 2.4 per cent, on average, between
2021 and 2022. Excluding Singapore, the remaining 24 SIDS
attracted 12.9 per cent and the 33 Commonwealth small
states welcomed a comparable share (12.8 per cent).

The highly concentrated nature of intra-Commonwealth
FDIflows is evident in both the sources and hosts of these
investments. Onaverage in 2021 and 2022, the top five
investing countries — Australia (nearly US$45 billion annually),
the UK ($26 billion), Singapore (more than $19 billion), Canada
($17 billion) and Mauiritius (close to $9 billion) — contributed
nearly 92 per cent of these flows. Five additional developing
countries —three emerging economies (Malaysia, South
Africa and India) and two SIDS (Trinidad and Tobago and
Barbados) —ranked among the top 10 investors (Figure 2.6A).

Similarly, intra-Commonwealth FDI flows are concentrated
in a small number of recipient countries. On average,

the top five hosts absorbed 89 per cent of the inflows in
2021 and 2022. Six developing countries ranked among
the top 10 recipients, including Mozambique (an LDC,

with inflows averaging $1.3 billion annually), along with
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FIGURE 2.5

DISTRIBUTION OF INTRA-COMMONWEALTH FDI INFLOWS (2021-2022, AVERAGE)

A. By developmentlevel
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Source: Commonwealth Secretariat (calculated using UNCTAD data)

India ($27 billion), Barbados (nearly $14 billion), Singapore
(more than $8 billion), South Africa (almost $2 billion)
and Papua New Guinea ($843 million) (Figure 2.6B).

2.3.2 Intra-Commonwealth greenfield investment

Greenfield investments can play a pivotal role in expanding
productive capacity across countries at all levels of
development. These capital investments, targeting
productive activities, often yield greater economic impacts
than other forms of FDIl and can create significant numbers
of new jobs, increasingly in services (especially renewable

FIGURE 2.6
TOP 10 INVESTING COUNTRIES AND HOSTS OF INTRA-COMMONW
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energy and software and IT services) as well as digital- and
skill-intensive sectors more generally (Koczan et al., 2021;
Irwin-Hunt, 2023), but also in labour-intensive manufacturing
sectors such as textiles and apparel and food processing
(Karlsson et al., 2009; Lipsey et al., 2010; Foster-McGregor
etal., 2013; Cornia, 2016; Cruz et al., 2018). This section
provides a detailed analysis of greenfield FDl inflows to

the Commonwealth, based on highly disaggregated
project-level data covering announcedinvestments.*

The aggregate value of greenfield investments announced
inthe Commonwealth was US$355 billionin 2023. This
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amount was split between $77 billion in intra-Commonwealth
investment!® and $278 billion from the rest of the world.
Reflecting the overall trend in greenfield inflows to the
Commonwealth, intra-Commonwealth investments
rebounded strongly after aninitial dip at the start of the
COVID-19 pandemic, tripling in value in both 2022 and 2023
compared to the investments announcedin 2020 (Figure 2.7).

Despite this rebound, there remains significant potential to
grow intra-Commonwealth greenfield investment, either
complementing or substituting investments from non-
Commonwealth partners. This strategy canleverage and
strengthen the Commonwealth advantage in investment (see
Section 2.4). Thisis evident from the intra-Commonwealth
share of overall greenfield inflows, which has fluctuated
significantly since 2015, with alower share recordedin
2023 (21.7 per cent) compared toits peak in 2016 (24.8

per cent), and dips in 2017 and 2020 (see the dotted line

in Figure 2.7).*° Nevertheless, there was a steady increase
in the intra-Commonwealth share during the pandemic
and subsequent recovery, underscoring the heightened
importance of investment between Commonwealth
countries during times of global economic crisis.

Geographical distribution and flows to vulnerable groups

Geographically, Asia was the dominant destination for intra-
Commonwealth greenfield investment between 2021 and 2023,
attracting almost one-third of the total, with average inflows

FIGURE 2.7
GREENFIELD FDI INFLOWS TO THE COMMONWEALTH (2015-2023)
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REGIONAL DISTRIBUTION OF INTRA-COMMONWEALTH FDI INFLOWS
(2021-2023, AVERAGE)

Pacific Africa
21% 20%
Europe
20%
Asia
31%
Caribbeanand
Americas
8%

Source: Commonwealth Secretariat (calculated using fDi Markets data)

of almost US$21 billion annually (Figure 2.8). This was mainly
driven by large investments in India, Malaysia and Singapore,
primarily targeting the semiconductors, renewable energy and
software andIT services sectors in India, communications in
Malaysia, and financial services and real estate in Singapore.
Member countries in the Pacific, Africa and Europe attracted
similar shares, averaging 20-21 per cent. In contrast, Canada
and the Caribbean SIDS collectively attracted just 8 per cent.
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Across individual countries, these flows are highly concentrated
bothinterms of sources and destinations, reflecting patterns
observedin overall FDI (see Section 2.3.1). Based on averages
between 2021 and 2023, 92 per cent of the greenfield
investment announced originated from just six countries (the
UK, Canada, Singapore, India, Australia and Malaysia) with the
top 10 collectively providing nearly 98 per cent (Table 2.1).
Interms of destinations, almost 60 per cent of the overall
investment was concentrated injust three countries (India,
Australia and the UK), attracting annual investments averaging
US$15 million, $12 million and $11 million, respectively; and
around 87 per cent was announced in the top 10 hosts.

Despite comprising a significant portion of the Commonwealth
membership, vulnerable groups of countries attract only
limited shares of these greenfield investment inflows.
Excluding Singapore, on average only 1.4 per cent (US$866
million annually) of the intra-Commonwealth greenfield
FDlannounced between 2021 and 2023 was destined for
Commonwealth SIDS. Similarly, the 33 small states collectively
attractedjust 3.2 per cent, averaging around $2 billion.

The 14 Commonwealth LDCs performed relatively better,
attracting almost 9 per cent (nearly US$4.5 billion annually)
of overallintra-Commonwealth greenfield investment,
onaverage, between 2021 and 2023." This is a positive
indicator for these countries in expanding their productive

TABLE 2.1

capacity and provides a foundation for targeting greater
inflows of productive capital into key industries and sectors
that can drive structural transformation, particularly
higher-value services such business, financial and software
andIT services, as well as more advanced manufacturing
and industries supporting a green transition.

Sectoral composition

A significant portion of greenfield investment between
Commonwealth countries since 2021 has targeted services.
This sector absorbed 63 per cent (or more than US$38
billion annually), on average, of the investment announced
between 2021 and 2023 (Figure 2.9A). Within the sector,
renewable energy (averaging around $17.5 billion, 40 per
cent of the investment in services), real estate (more than
$5.5 billion, 17 per cent) and communications (close to

$5.2 billion, 15 per cent) attracted the most investment.

The dominance of services in intra-Commonwealth greenfield
investmentis also evident at the regionallevel, although

the extent varies across regions (Figure 2.9B). The average
share of services in overall intra-Commonwealth greenfield
inflows between 2021 and 2023 ranged from 52 per cent

in Africa, 58 per centin the Caribbean and Americas, and

64 per centin Asia to 68 per cent for European members

and 78 per centin the Pacific. Among vulnerable groups,

TOP 10 INVESTING COUNTRIES AND HOSTS OF INTRA-COMMONWEALTH GREENFIELD FDI INFLOWS (2021-2023)

Investing countries

Avg. value
Investing No. of of outward Avg. % | No.ofjobs
country projects | investment share created

(US$ million)
UK 977 23,814 37.8 138,500
Canada 262 10,536 17.0 36,916
Singapore 260 8,052 13.7 43,058
India 362 6,611 10.1 46,528
Australia 376 5,861 9.8 53,647
Malaysia 36 2,569 4.0 8,747
South Africa 77 1,048 1.5 7,488
Mauritius 33 1,041 2.0 2,709
New Zealand 59 596 0.9 3,931
Kenya 33 421 0.7 5,438

Avg. value
Host No. of of inward No. of jobs
country projects | investment created

(US$ million)
India 449 15,268.4 21.7 153,697
Australia 381 12,104.7 18.1 28,116
UK 460 10,921.9 19.4 39,607
Canada 209 4,432.6 7.4 18,638
South Africa 136 3,034.4 4.8 14,311
Malaysia 141 2,448.0 4.3 19,921
Mozambique 12 1,724.6 3.6 2,442
Singapore 314 1,679.6 3.4 11,085
Kenya 73 1,605.9 2.2 8,105
Nigeria 54 1,210.9 2.3 5,537

Note: Numbers of projects and jobs created are cumulative totals from 2021 to 2023.

Source: Commonwealth Secretariat (calculated using fDi Markets data)
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FIGURE 2.9

SECTORAL COMPOSITION OF INTRA-COMMONWEALTH GREENFIELD FDI INFLOWS (2021-2023, AVERAGE)

A. By sector
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three-quarters of the capital invested through greenfield
projects announced in SIDS was directed to services (with
the largest shares going to financial services, real estate
and business services), compared with 48 per centin small
states (mainly for renewable energy, transportation and
warehousing, financial services and communication) and
43 per centin Commonwealth LDCs (mostly targeting
renewable energy and communications services).

Almost 28 per cent of intra-Commonwealth greenfield
investment announced between 2021 and 2023 went

into manufacturing, averaging more than US$18 billion
annually. The largest investments were earmarked for three
industries: semiconductors (averaging around $7.8 billion),
metals (close to $4.8 billion), and electronic components
(nearly $2 billion). Regionally, the highest shares were
directed towards manufacturing in Africa (37 per cent) and
Asia (34 per cent). Among vulnerable groups, more than
one-third of inward investment (37 per cent) was directed to
manufacturingindustries in Commonwealth LDCs (averaging
$1.6 billion), compared to 21 per cent in small states ($388
million) and almost 13 per centin SIDS ($306 million).

Around 9 per cent of intra-Commonwealth greenfield
investment announced since 2021 has targeted primary
sectors, averaging US$5.2 billion annually. More than half

(55 per cent, averaging almost $2.9 billion) was directed to

the coal, oiland gas industries, with the remainder invested

in minerals. Across Commonwealth regions, investmentin
primary sectors was relatively more significantin the Caribbean
and Americas (27 per cent, driven entirely by investments in
Canada, mainly focused on minerals) and Africa (11 per cent,

B. By region
| . — |
Africa Asia Caribbeanand  Europe Pacific
Americas
B Primary Manufacturing = Services

averaging $1.2 billion). Commonwealth small states and LDCs
received larger shares of their overall greenfield investmentin
primary sectors (31 and 15 per cent, respectively) compared to
most other country groups, highlighting their dependence on
primary commodities and the broader structural constraints
—including limited productive capacity, low productivity levels,
shortages of human capital, and weak digital and technological
capabilities - that hamper efforts to diversify their economies.

Job-creating impacts

In addition to building new facilities and adding productive
capacity, greenfield investments often create jobs in recipient
countries. Since 2021, they are estimated to have created
more than 2.1 million jobs in Commonwealth countries,
including nearly 1.4 million jobs in developing members. Intra-
Commonwealth investments have contributed almost 17 per
cent (or 362,333) of the jobs created overall, with even higher
sharesin members in Africa, the Caribbean and Americas, and
Pacific, as well asin LDCs, small states and SIDS (Table 2.2).

In some Commonwealth regions, the employment intensity
of greenfield FDI—measured by the number of jobs
expected to be created per US$1 million invested —was
higher between 2021 and 2023 for intra-Commonwealth
investments compared with those originating from the rest
of the world. This was evidentin Africa, the Caribbean and
Americas (including when Caribbean SIDS are considered
inisolation) and Europe and the Pacific (albeit both
marginally), as well as for Commonwealth LDCs, SIDS and
small states. However, it was not the case in Asia, nor when
considering the Commonwealth as a whole or across the
broader groups of developed and developing countries.
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TABLE 2.2

JOBS CREATED THROUGH GREENFIELD FDI IN THE COMMONWEALTH (2021-2023)

Source of investment

Employment intensity by source
ofinvestment

Rest of world Intra-CW il ot Rest of world Int|
share (%)

Commonwealth total 1,782,819 362,333 16.9
Ofwhich
Developed 389,911 92,656 19.2 1.1 11
Developing 1,392,908 269,677 16.2 3.6 2.7
Ofwhich
Africa 93,931 70,546 42.9 1.1 2.0
Asia 1,281,119 193,549 131 4.7 3.1
Caribbean and Americas 100,713 22,344 18.2 1.1 1.6
Ofwhich
Caribbean SIDS 17,119 3,706 17.8 0.6 6.4
Europe 224,633 41,003 15.4 11 1.2
Pacific 82,423 34,891 29.7 0.8 0.9
Ofwhich
Pacific SIDS 739 1,876 71.7 11 11
Vulnerable groups
LDCs 38,048 30,224 44.3 1.7 2.3
SIDS 79,500 17,857 31.7 0.4 1.7
Small states 28,248 13,091 18.3 2.0 3.1

Notes: Employment intensity is measured as the number of jobs created per US$1 million in greenfield investment. CW denotes Commonwealth.

Source: Commonwealth Secretariat (calculated using fDi Markets data)

2.4 Drivers and prospects
of investment in the
Commonwealth

Previous empirical work has identified a significant advantage in
investment, wherein bilateral investments are generally larger
between Commonwealth countries compared to flows involving
atleast one non-Commonwealth country. Findings reported
inthe Commonwealth Trade Reviews 2015 and 2018 indicated
that, on average, Commonwealth country pairs attracted 10
per cent more FDI compared with Commonwealth and non-
Commonwealth pairs, as well as pairs where neither partner was
a Commonwealth member (Commonwealth Secretariat, 2015;

2018).18 Updated estimates for the Commonwealth Trade Review
2021 revealed a persistent and strengthening Commonwealth
advantage ininvestment. Before the COVID-19 pandemic,
investment flows between Commonwealth countries were

27 per cent higher, on average, than those between other
country pairs, based on data spanning the period from

2000 to 2018 (Commonwealth Secretariat, 2021). In turn,
greenfield FDI flows between Commonwealth country

pairs were around 19 per cent higher overalland 37 per cent
higher for African members during this same period.

These estimates have now been revised and updated
using animproved empirical methodology (see Shingal,
2024) and the latest available data on greenfield
investment flows. Econometric estimations using this
new methodology and updated timeframe confirm the
positive impact of Commonwealth membership, with
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the value of announced greenfield investment inflows
between Commonwealth countries found to be 3.5 times
greater, on average, over the period from 2003 to 2022.
Informal colonial networks and linkages are positive drivers
of the higher levels of intra-Commonwealth greenfield
investment. Geographically, the magnitude of the effect of
Commonwealth membership varies across regions and is
found to be strongest for member countries in Europe.

The analysis reveals that the positive effectis driven entirely
by the pre-2010 period, particularly by a strengthening of

the advantage between 2007 and 2010. More recently, the
resilience of the Commonwealth advantage ininvestment has
been tested by a series of global economic shocks —including
the US—-China trade war, the COVID-19 pandemic and the
ongoing conflictin Ukraine —which have severely impacted
investment flows worldwide. While there is considerable
variation across the Commonwealth membership, the empirical
results indicate that the overall Commonwealth advantage
ininvestment has fluctuated in recent years and generally

not beenresilientin the face of these shocks. This highlights
the need to tackle challenges to intra-Commonwealth
investment with renewed vigour if all Commonwealth
countries are to maximise the benefits of membership and
expand inflows of productive investment (see Box 2.3).

Looking ahead, six major trends and dynamics are likely to shape
investment flows, both globally and among Commonwealth
countries, in the short-to-medium term. First, accelerating

and deepening technological transformations are rapidly
expanding the scope for investment in emerging and frontier

BOX 2.3

technologies, including artificial intelligence (Al), blockchain,
3D printing, robotics and others. These technologies are
transforming activities in a range of industries and sectors,
including agriculture and food production (see Part ll), and are
likely to attract greater investment aimed at enhancing their
productive applications as they become more prevalent.

Second, sustainability considerations will exert growing
influence oninvestment-related decisions, with significantly
greater focus on supporting decarbonisation efforts (Eccles and
Klimenko, 2019; Bondar et al., 2024). Interest and investment
inrenewable and clean energy technologies have already
expanded exponentially; but there remains a need to upscale
investmentin these and other technologies that support
environmental sustainability within the Commonwealth.
More investment is also needed in climate mitigation,
adaptation and resilience solutions. This should include
greater focus on market-driven, sustainable investmentsin
the green and blue economies (Zahn, 2021; Zezas, 2024).

While creating new opportunities, sustainability considerations
may also halt or redirect investment flows. For instance,
emissions targets, measures to shore up supply chain
resilience, carbon border adjustment mechanisms and similar
trade-related sustainability measures may influence decisions
regarding where to locate export-focused investments
(UNCTAD, 2024a). Small and vulnerable economies in the
Commonwealth could be disadvantaged in their efforts to
attractinvestmentif they are disproportionately burdenedin
complying with these measures. The administrative burden and
compliance costs associated with carbon pricing and similar

GROWING COMMONWEALTH COLLABORATION ON INVESTMENT

At the 2023 Commonwealth Trade Ministers Meeting, a commitment was made to explore mutually beneficial investment
initiatives and partnerships across the Commonwealth, particularly those supporting high-quality investments in
infrastructure, including clean and green infrastructure, as cornerstones of sustainable economic growth and productive
capacity. A Working Group on Trade and Investment and a Sub-Action Group on Investment, co-chaired by the UK and
Malaysia, have been established and are actively engaged in generating an investment plan of action and other activities
aimed atincreasing investment flows between Commonwealth members. The Sub-Action Group is a multi-stakeholder
partnership involving the Commonwealth Enterprise and Investment Council, the Commonwealth Businesswomen's
Network, the Sustainable Markets Initiative, Bloomberg NEF, and other implementing partners.

The Commonwealth Connectivity Agenda on Trade and Investment, adopted at the 2018 Commonwealth Heads of
Government Meeting (CHOGM), provides a dedicated platform for inter-governmental collaboration. It facilitates the exchange
of best practices and experiences and supports domestic and cross-country reforms, including in investment-related areas.
These initiatives offer unique opportunities for fostering collaborative investment efforts across the Commonwealth.
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measures may be much higher for firms in these countries, as
they often have fewer resources and limited access to technical
and financial assistance forimplementation compared to
competitors in more developed economies. As aresult, these
exporters may lose market share to firms in countries with
more advanced carbon emission mitigation measures (Vickers
etal., 2021), making them less attractive to investors. Although
many small and vulnerable Commonwealth countries are
largely shielded from the immediate effects of most carbon
pricing instruments due to their narrow production and export
structures, this could become more problematic if such
measures are extended to cover more sectors in the future.

Third, governments and their development partners are
intensifying efforts to mobilise investment in support of
the SDGs as we enter the latter half of the 2030 Agenda
for Sustainable Development. There will be increased
scrutiny on how FDl and other forms of investment can
help fill major financing gaps. The UN Conference on
Trade and Development (UNCTAD, 2024b) estimates that
the overallinvestment gap across all SDG sectors has
widened to US$4 trillion, up from $2.5 trillion in 2015.

Fourth, there is growing emphasis on environmental, social
and governance (ESG) considerations in investor decision-
making. This is driven partly by mounting pressure to comply
with ESG standards and disclosure requirements in both
investing and host countries (Zahn, 2021).° This may place
additional administrative burdens and compliance costs on
firms in Commonwealth countries, while also increasing the
responsibility of Commonwealth governments to strengthen
policy, legislative and regulatory frameworks governing ESG
to ensure they remain competitive investment destinations.

Fifth, the pivot towards services-oriented investment
(see Box 2.1)is likely to continue. Commonwealth
countries can capitalise on this momentum to attract
greater investment across various services sectors
and position themselves as destinations for offshoring
of services activities (UNCTAD, 2024a). Moreover,
rapid digitalisation and technological advances are
generating opportunities for Commonwealth countries,
including small states and SIDS, to attract investment
in digitally deliverable services, which are increasingly
dominating global trade in services (see Chapter 1).

Finally, the emphasis on building supply chain resilience as
well as greater near-shoring and friend-shoring are amplifying
the importance of regional value chains in shaping cross-

border production networks. This could create opportunities
for Commonwealth countries to benefit from regional FDI
flows by positioning themselves as suppliers within regional
production hubs. Smaller Commonwealth economies can
pursue closer regional integration to capitalise on growth

in market-seeking FDI. Those strategically located near
regional production hubs, with favourable access to key export
markets and suitable infrastructure, will be well-positioned

to attractinward investment from regional partners.

2.5 Conclusion

Commonwealth countries continue to attractinvestors
—from within the Commonwealth and outside —seeking
profitable returns. This is evident, as highlighted in this
chapter, inthe recent growth in FDIlinto the Commonwealth.
The value of FDI stock hosted by Commonwealth countries
has increased steadily since 2015 and they now collectively
hold more than one-fifth of the global stock. The intra-
Commonwealth component of this stock has almost
doubled since 2015. FDlinflows to the Commonwealth have
been more volatile but grew much faster than the global
average during this period. Flows between Commonwealth
countries have been a key driver of this rapid growth and
more than quadrupled in value between 2015 and 2023.

However, much of the FDI flowing into Commonwealth
countries —from both Commonwealth and non-
Commonwealth partners —is concentrated in a few mostly
developed economies and larger or more advanced
developing members. Many structurally weak or vulnerable
countries remain on the periphery, excluded from the

bulk of the investment, despite the potential for FDI to
stimulate growth and developmentin their economies.

There thus remains significant room and potential to grow intra-
Commonwealth FDI, either complementing or substituting
investments from non-Commonwealth partners. To drive
greater investment into Commonwealth countries and direct it
to areas where itis most needed, Commonwealth governments
must ensure theirinvestment policies and strategies are agile
and responsive to evolving global and regional investment
dynamics. Continuous structural reforms, aligned with
developments in global capital markets, are crucial to foster a
conducive environment for investment. These reforms should
focus on strengthening institutions that support investment
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promotion and facilitation, and on reducing or eliminating
barriers to private sector entry. More broadly, enhancing legal
frameworks, enforcing contracts and the rule of law rigorously,
and implementing balanced and appropriately tailored
regimes to protectintellectual property rights can reassure
foreign investors about the security of their investments.
These types of policy, regulatory and institutional reforms

can be particularly impactful for SIDS and other vulnerable
countries where investments may be perceived as riskier and
attracting scalable investments is more challenging due to the
structural challenges they face (Terauds and Zhuawu, 2021).

Financial sector reforms and deepening can also
encourage inward investment and maximise its benefits.
These may include measures to develop domestic

capital markets, mitigate risks associated with capital
market instability, enhance liquidity in domestic financial
systems, ease regulations on cross-border financial flows,
and to develop FinTech and other digital infrastructure
solutions to enhance participation in financial markets.

From a trade perspective, eliminating trade-restricting
measures alongside wider efforts to grow intra-Commonwealth
trade can help to encourage productive investment to
capitalise on opportunities in both domestic and international
markets within and beyond the Commonwealth. This requires
reducing tariffs and eliminating non-tariff barriers, improving
trade-relatedinfrastructure, and simplifying trade facilitation,
including through digital trade initiatives and improvements to
logistics. Significant collaboration is already underway within
the Commonwealth to address some of these challenges and
grow intra-Commonwealth trade and investment (Box 2.3).

Wider regional arrangements and collaborations can also
help to spur investment between Commonwealth countries.
For example, the Protocol on Investment under the
African Continental Free Trade Area, once fully ratified and
implemented, will assist African Commonwealth members
in advancing investment policy reforms, improving their
investment governance, and enhancing their capacity for
investment negotiations with third parties. Ultimately,

this initiative will help grow intra-African investment

flows, especially with several Commonwealth African
countries being major sources of these flows. Similarly,

the pursuit of Asia-Pacific investment integration through
the Regional Comprehensive Economic Partnership, one
of the world's largest trade and investment agreements
with 15 member countries?® covering rough 30 per cent

of global GDP, is likely to significantly boost investment
flows to the Commonwealth's Asia-Pacific members.

The Investment Facilitation for Development Agreement,
involving more than 120 World Trade Organization (WTO)
members, could potentially help to boost FDI inflows to
Commonwealth countries that have joined the initiative,
if eventually successfully integrated into the WTO's legall
framework.?! The strategic participation of Commonwealth
countries in regional and multilateral arrangements,
guided by their unigue national circumstances, interests
and priorities, is likely to significantly influence their
future prospects for FDI within a global economy that is
increasingly politically and economically fragmented.



44\ Commonwealth Trade Review 2024

Annex 2.1 Intra-Commonwealth FDI inflows, US$ million

(2015-2022)

Commonwealth | Commonwealth

(Continued)
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2015 2016 2017 2018 2020 2021

Note: = Denotes no data. Mirror datais used where data on reportedinflows (either for the full period or in individual years) is not available. The mirror datais
based oninformationreported by the source country from which the investment originates.
Source: Commonwealth Secretariat (calculated using UNCTAD data)



46 \ Commonwealth Trade Review 2024

Annex 2.2 Intra-Commonwealth greenfield FDIl inflows,
US$ million (2015-2023)

2016 2017 2018 2019 2020 2021 2022 2023

2015

Commonwealth

Commonwealth

(Continued)
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Commonwealth

. 2018 2019 2020 2022 2023
region

Note: No data for Kiribati, Nauru, St Kitts and Nevis, or Tuvalu.
Source: Commonwealth Secretariat (calculated using fDi Markets data)
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Endnotes

1 FDlisaform of cross-border investment in which
a company, multinational corporation or individual
investor resident in one country establishes a
lasting interest, influence and control over an
enterprise residentin another country (UNCTAD,
2007). It can take two different forms: greenfield
investment or mergers and acquisitions.

2 While recognising theirimportance for economic
development and, in some cases, food security, other
forms of foreign investment, such as portfolio investment,
commercial loans or remittances, are not examined,
primarily because the available data on these flows
does not allow for a similarly comprehensive analysis.

3 Excluding Singapore.

The majority of these inflows also originated from a
small number of investing countries, with the United
States alone providing 30 per cent (or more than US$118
billion annually, on average) between 2021 and 2022.
The top five sources together accounted for more than
half (56 per cent) of the totalinflows (Figure 2.3A).

5 Inadditionto attracting substantial investment onits
own, Singapore is also a major pass-through destination
for FDI, particularly for flows to India. A Double Taxation
Avoidance Agreement between India and Singapore has
encouraged Indian companies to establish manufacturing
and servicing operations in Singapore, using the country
as aregional base for operations in the Asia-Pacific,
thereby facilitating these flows (Rajan, 2018).

6 FDlfinancial transactions may be negative in cases
where there is a divestmentin assets, a parent
company borrows money from an affiliate, an affiliate
repays aloantoits directinvestor, or reinvested
earnings are negative (see: www.oecd.org/daf/
inv/FDI-statistics-explanatory-notes.pdf).

7 If volatile financial flows to alimited number of
European conduit economies are excluded,
global FDIflows were 10 per cent lower in 2023
compared with 2022 (UNCTAD, 2024b).

8 The overallnumber of greenfield FDI projects announced
globally increased by 2 per cent between 2022 and
2023, led by growth in manufacturing investment,
mainly in developing countries (UNCTAD, 2024b).

9 GrowthinFDlinflows to LDCslagged equivalent
growth ininflows of other external sources of
finance (official development assistance [ODA] and
remittances) over the last decade (UNCTAD, 2023b).

10 This sharerisesto 13.1 per cent when the two developed
small states, Cyprus and Malta, are included.

11 Thefiguresreportedin Section 2.3.1 are calculated using
data on bilateral FDI stocks and flows provided by UNCTAD.
The analysis covers the period from 2015 to 2022, as no
bilateral data was available for 2023. Mirror datais used
where data on reported inflows is not available (either for
the full period or inindividual years). The mirror datais
based oninformation reported by the source country from
which the investment originates. All calculations for the
shorter period (2021-2022) are based on annual averages.

12 This share averaged 17.9 per cent annually between 2015
and 2022.

13 This share averaged 28.5 per cent annually between 2015
and 2022.

14 This datais drawn from the fDi Markets database
maintained by The Financial Times, which tracks greenfield
FDI projects announced across the world. As the data
covers only investment announcements, it does not
include information on whether the investments are
actually realised. Nevertheless, the data provides
importantinsights into investor sentiment and anticipated
greenfield investment flows at a highly disaggregated
level. The data for 2015-2023 spans 50 Commonwealth
countries, with no data for Kiribati, Nauru, Solomon
Islands, St Kitts and Nevis, St Vincent and the Grenadines,
and Tuvalu. All calculations for the shorter period
(2021-2023) are based on annual averages and cover
46 Commonwealth countries, with no data for Brunei
Darussalam, Dominica, Lesotho and Saint Lucia in addition
to the other countries listed for the longer period.

15 These investment inflows were split almost
exactly in half between developing and developed
Commonwealth countries in 2023.

16 Intra-Commonwealth inflows averaged US$46
billion annually between 2015 and 2023.

17 A considerable share of thisinvestment, averaging more
than US$1.7 billion annually, was directed to Mozambique.

18 The estimates computed through this earlier work have
identified sizeable differences across Commonwealth
and non-Commonwealth investment partners.


https://www.oecd.org/daf/inv/FDI-statistics-explanatory-notes.pdf
https://www.oecd.org/daf/inv/FDI-statistics-explanatory-notes.pdf
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19 Forexample, the recently approved EU Corporate 21 Notall Commonwealth WTO members are parties
Sustainability Due Diligence Directive (CSDDD) introduces to the Investment Facilitation for Development
obligations for large EU and non-EU companies related Agreement, and some WTO members have raised
to compliance with humanrights and the impact on the concerns regardingits proposed incorporationinto the
environmentin their operations and supply chains. WTO's Annex 4 as a plurilateral agreement. However,

20 Five Commonwealth countries are members the agreementis open to all WTO members to join.

of RCEP: Australia, Brunei Darussalam,
Malaysia, New Zealand and Singapore.
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Actual and projected Commonwealth
food imports, 2000-2033

Commonwealth members' food imports more than quadrupled between 2000 and 2022.
A further $100 billion of imports will be needed by 2033.
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Intra-Commonwealth food imports

Commonwealth countries source around a quarter of their food imports from fellow members.




The Commonwealth advantage in food

Commonwealth members have 22% more food trade with each other than with non-members.
Intra-Commonwealth food trade rises to 33% when countries have a F TA with each other.

£

Investment in the Commonwealth
food sectorin 2023

The value of intra-Commonwealth greenfield FDI announced in the food sector, which includes
investment in food and beverage retail and wholesale, food services, bakeries and so on, reached $269 million in 2023.
Of this total, $215 million targeted food production, with vegetables, fruits and nuts, and cereals and oils the top sectors.

OVERALL FOOD INVESTMENT

VALUE
FOOD PRODUCTION $215 $269
MILLION MILLION
GROCERY
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Map

Anillustrative map of top export and import flows of rice (pink), wheat (orange) and
fruit and vegetables (green) between Commonwealth countries in 2022.
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International trade in food and agricultural products is crucial
for achieving Sustainable Development Goal 2 on zero-hunger.
Overall, Commonwealth members are net food exporters

due to several large producers. However, 40 Commonwealth
members are net importers of essential food. Agri-food

trade in the Commonwealth is driven by growing populations,
diaspora networks and the Commonwealth advantage.

This chapter explores the food trade landscape of Commonwealth
countries to identify gaps and opportunities for expanding food
trade within the Commonwealth. Some of the key takeaways are:

* In 2022, Commonwealth countries accounted for around
15 per cent (or US$224 billion) of global food imports
and 18 per cent of food exports ($263 billion).

* The value of intra-Commonwealth food trade has tripled since
2005, reaching an all time high of US$53 billion in 2022.

» Commonwealth countries import a wide range of food products, with
basic food items comprising over 75 per cent of their food import
basket. Fruits and vegetables, along with edible oils and oilseeds,
form the largest segments, followed by prepared food products and
cereals. Meat and seafood each hold shares of about 8 per cent.

» Commonwealth membership typically leads to a 22 per
cent increase in food trade between member countries
compared to non-members. This effect is particularly strong
for fruits and vegetables, cereals and fish products.






particularly for the 40 netimporters of basic foods. A phased
Commonwealth Food Supply Arrangement could further

facilitate this trade and related investments (see Chapter 6).

International trade in food productsis a vital component of This chapter explores the food trade landscape of
merchandise trade and is crucial for achieving the zero-hunger
goal (SDG 2) of the United Nations' 2030 Agenda for Sustainable

Development. Overall, Commonwealth members are net

Commonwealth countries to identify gaps and opportunities
for expanding food trade within the Commonwealth. This is
important to ensure that trade continues to play a central
food exporters due to several large producers like Canada, role in helping Commonwealth countries to meet their

India, Australia and Malaysia (ranked in order). However, 40 food security needs, while also supporting broader growth

Commonwealth members are net importers of essential food,!
including 37 developing countries? and 3 developed countries
(Cyprus, Malta and the UK). In some of these countries, the
share of food in merchandise imports is as high as 30 per cent.

Inrecent years, rising food prices, coupled with tightening
financial conditions and supply chain disruptions, have
adversely affected access to and affordability of food in
many of these countries. This heightens food insecurity
fearsinleast developed countries (LDCs), small states and
other vulnerable net food-importing developing countries
thatrely heavily onimports to meet their food security
needs. Moreover, the shifts in production patterns due to
climate change, along with a growing population and evolving
consumption patterns, will likely drive increased trade in

food productsin the coming years. Building open, diverse,
sustainable and resilient food supply chains, while harnessing
the benefits of international trade, investment and innovation,
is crucial for ensuring food security in the Commonwealth,

and development. Given the lack of consensus regarding a
universal definition of 'food', it focuses on trade in essential
foods only, excluding beverages, tobacco and other food

items® not immediately needed for human consumption,

which do not directly contribute to food security. The chapter

is divided into six sections. Section 3.2, which follows, maps

the trends in Commonwealth food trade, examining the
regional distribution and composition of imports and their
significance in merchandise trade. Section 3.3 focuses onintra-
Commonwealth trade in food products. Section 3.4 highlights
the food trade of small states, smallisland developing states
(SIDS) and LDCs. Section 3.5 discusses the drivers of food trade
inthe Commonwealth, with a focus on demographics, diasporas
and the Commonwealth effect. Section 3.6 concludes the
chapter, setting the stage for anin-depth analysis of processed
food, an essential component of food trade and also important
forinvestment, job creation and value addition, in Chapter 4.



60 ' Commonwealth Trade Review 2024

As a group, Commonwealth countries are large traders of
essential food products. In 2022, they accounted for around
15 per cent (or US$224 billion) of global food imports and

18 per cent of food exports ($263 billion) (Figure 3.1).

Overall, Commonwealth countries combined are net exporters
of food, with food exports surpassing imports in value terms
(Box 3.1). Commonwealth countries' global food exports have
more than quadrupled over the past two decades, growing
from US$60 billion in 2000 to more than $263 billion in 2022
(Figure 3.1). Theirimports have also increased during this
period, but the growth in exports has outpaced imports,
resulting in a positive overall food trade balance since 2010.

In 2022, Commonwealth countries collectively exported

$40 billion more in food products than they imported.

However, these trends vary widely across different
Commonwealth countries (Annex 3.3). Three developed
country members play a significant role in driving net
food exports. Canadais the largest food exporter within

the Commonwealth, ranking among the world's top 10
exporters —with a share of around 3.8 per cent of global
and 24 per cent of Commonwealth food exports. Australia
and New Zealand also have positive food trade balances.

In contrast, Cyprus, Malta and the UK are net food
importers, with their trade deficits widening over

time. The UK'is among the largest global importers,
ranking sixth in 2022. It accounts for 3.3 per cent of
global food imports and 24 per cent of Commonwealth
foodimports, with a total value of US$53 billion.

In Commonwealth developing countries, African
members have consistently been net food importers, with
their trade deficits widening over time. The Caribbean
SIDS also show a similar trend. Conversely, Asian
members and Pacific SIDS have generally registered
export surpluses over the past two decades.

Commonwealth countries' food trade has remained
relatively stable during global crises such as the global
financial crisis (GFC) of 2008—-2009 and the COVID-19
pandemicin 2020 but, in both cases, expanded sharply
afterwards. During these turbulent times, members' food
exports andimports grew considerably in value, primarily
due to a hike in food prices (Ali, 2022). The elevated food

COMMONWEALTH COUNTRIES' GLOBAL FOOD TRADE, US$ BILLION (2000-2022)
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Note: GFC denotes global financial crisis.
Source: Commonwealth Secretariat (calculated using data fromm UNCTADStat)
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COMMONWEALTH COUNTRIES' GLOBAL FOOD EXPORTS

There are 16 net food-exporting Commonwealth members, although five countries account for nearly 80 per cent of this trade:
Canada (24 per cent), India (16 per cent), Australia (16 per cent), Malaysia (12 per cent) and New Zealand (10 per cent) (Figure
3.2A). The involvement of these countries in a phased Commonwealth Food Supply Arrangement, as discussed in Chapter 6,
would be crucial. Singapore has a relatively large food processing industry (contributing around 1 per cent of GDP) that relies on
importing unprocessed foods, to be processedin the country for local consumption and exports (see Chapter 4 for details).

When considering the proportion of food in their total merchandise trade, the top food exporting countries are Seychelles (69
per cent), Belize (62 per cent) and New Zealand (60 per cent), followed by Malawi (27 per cent) and Solomon Islands (25 per cent).

The composition of the food export basket varies significantly, with a notable share of edible oils and cereals, followed

by prepared foods, fruits and vegetables, meat, and seafood (including aquaculture) (Figure 3.2B). African members
predominantly export basic food items, accounting for 73 per cent of their export basket, whereas Pacific countries primarily
export seafood (see Box 3.2).

Similar to the pattern of food imports, the USAis the main export market for Commonwealth countries, accounting for
around 21 per cent of total food exports. China ranks as the second-largest export market, with around 16 per cent of food
exports from Commonwealth developed countries and around 10 per cent from Asian countries. African members primarily
export to EU countries under preferential trade arrangements such as economic partnership agreements and the EU's
Generalised Scheme of Preferences (GSP), including GSP+ and Everything But Arms (EBA) for LDCs. Meanwhile, Asian and
Caribbean countries engage in substantial intra-regional trade.

COMMONWEALTH COUNTRIES' GLOBAL FOOD EXPORTS (2022)

A. Large exporters (US$ billions) B. Main exports (%)
0 20 40 60 0 5 10 15 20
Canada Edible oils and oilseeds
India Cereals
Australia
Prepared foods
Malaysia

New Zeslbg) Vegetables, fruits and nuts

United Kingdom Meat
Singapore Seafood
South Africa
Confectionery
Pakistan

Eggs and dairy

Papua New Guinea

Source: Commonwealth Secretariat (calculated using data from UNCTADStat)

FISHERIES EXPORTS FROM THE COMMONWEALTH

Commonwealth countries export fish and fish products worth US$24 billion annually. This amounts to about 16 per cent of
global exports from this sector, with developing countries contributing around half of these. SIDS usually have a large share
of fisheries in their merchandise exports. The Pacific SIDS depend the most on fisheries exports, followed by the Caribbean
SIDS. For eight SIDS, the share of fisheries in food exports ranges from 20 to 90 per cent, highlighting the importance of this
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sector for these economies (Figure 3.3). The Pacific region's heavy dependence on fisheries reflects its vast marine area,

whichis more than 20 times its land area.

FISHERIES' SHARE IN THE GLOBAL FOOD EXPORTS OF THE PACIFIC SIDS (2022)

Tuvalu

Nauru

Kiribati

Vanuatu
Solomon Islands
Fiji

Tonga

Papua New Guinea
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Source: Commonwealth Secretariat (calculated using data from UNCTADStat)
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These exports are under threat because global fish stocks are depleting rapidly because of over-exploitation, poor
governance, habitat degradation and climate impacts (Commonwealth Secretariat, 2022). This has created significant

challenges to the economic, social and environmental sustainability of the fisheries sector. To address this depletion, WTO
members agreed on the Fisheries Subsidies Agreementin 2022 (see Chapter 6).

prices following the GFC never returned to pre-crisis
levels, but rather plateaued for over a decade, followed
by another spike during the COVID-19 pandemic.

3.2.1 Distribution of Commonwealth countries’ global
food trade

In contrast to the distribution of merchandise trade (see
Chapter 1), developed countries within the Commonwealth
are significant traders of food products. They account

for approximately 56 per cent of the Commonwealth's
total food exports and 52 per cent of its food imports
(Figure 3.4). Except for Cyprus and Malta as SIDS, they are
major agricultural producers and exporters due to their
vast arable land, favourable climates (ample sunshine

and water), advanced agricultural technologies, and
efficient farming practices. These countries also invest
significantly in research and development (R&D) and modern
infrastructure to enhance productivity and export capacity.

Developing countries account for 48 per cent of food imports
within the Commonwealth. This relatively modest share,
despite comprising 95 per cent of the Commonwealth's
population, reflects widespread subsistence agriculture and
artisanal fisheries, generally lower affordability of imported
food and high trade costs. Asian members have the largest
share of food imports (34 per cent), followed by African
countries (11 per cent). These shares also do not correspond
proportionally to their population size,* suggesting greater
reliance on domestic production to meet food needs, import
baskets thatinclude more affordable and basic foodstuffs, or
a combination of both factors. Caribbean SIDS account for

2 per cent of the Commonwealth's total food imports and
0.5 per cent of exports. However, for Pacific SIDS, the share
of exports (1 per cent) is comparable to that ofimports.

Interms of the distribution of Commonwealth countries' food
imports, five countries collectively accounted for almost three-
quarters of totalimports: the UK (24 per cent) was the largest
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COMMONWEALTH COUNTRIES' GLOBAL FOOD TRADE BY REGION AND DEVELOPMENT LEVEL (2022)

A. Imports
Asia
Africa 34%
11% Caribbean
SIDS
Other 206
3%
Pacific
Developed SIDs
52% %

Developed = Africa = Asia ~ Caribbean SIDS  Pacific SIDS

B. Exports
. Asia Caribbean
Africa 35% SIDS
g 0.5%
Other
1% Pacific
SIDS
Developed 1%

56%

Developed = Africa © Asia = Caribbean SIDS  Pacific SIDS

Note: The chart indicates the share of food imports by region. The trade share for exports is similar.

Source: Commonwealth Secretariat (calculated using data from UNCTADStat)

importer, followed by Canada (16 per cent), India (14 per cent),
Malaysia (9 per cent) and Australia (6 per cent) (Figure 3.5A).

Commonwealth countries have a diverse network of

trading partners for food imports. Overall, the USAis the
leading supplier, particularly to the developed countries and
Caribbean SIDS. Other major suppliers to Commonwealth
countries include Indonesia, Malaysia (the largest intra-
Commonwealth food exporter), China and Brazil. African
Commonwealth member countries primarily import food
from South Africa, Malaysia, Brazil and India. Indonesiais a
leading supplier to Asian Commonwealth member countries,
followed by Malaysia, Braziland India. This trade is largely
driven by the export of edible oils and oilseeds from Indonesia

COMMONWEALTH COUNTRIES' GLOBAL FOOD IMPORTS (2022)
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and Malaysia to India. Pacific SIDS rely predominantly on
Australia and New Zealand for their food imports. For a
detailed overview of these trade flows, refer to Annex 3.1.

3.2.2 Composition of Commonwealth countries’ global food
imports

Commonwealth countries import a wide range of food
products, with basic food items comprising over 75 per cent
of this basket (Figure 3.5B). Fruits and vegetables, along

with edible oils and oilseeds, form the largest segments,
accounting for about 22 per centand 21 per cent ofimports,
respectively. These are followed by prepared foods —
discussedin greater detailin Chapter 4 —and cereals. Meat
and seafood each hold a relative share of about 8 per cent.

B. Main imports (%)
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COMPOSITION OF COMMONWEALTH COUNTRIES' CEREAL IMPORTS (2022)

A. Totalimports
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Source: Commonwealth Secretariat (calculated using WITS dataset)

In 2022, Commonwealth countries imported edible oils
and oilseeds valued at over US$43 billion, nearly double
the value of cereal imports ($21 billion) and four times
greater than wheatimports. Edible oils are nutritious
fats that are extracted from various plants and seeds
and are used for cooking and food preparation, such

as olive oil, canola oil, sunflower oil, soybean oil, palm
oiland coconut oil. Oilseeds are seeds that are used

to produce edible oils, such as sunflower seeds.

Cereals, including wheat, maize, rice and other grains, is
the fourth largest category of food imports, accounting
for about 10 per cent of total food importsin 2022

(Figure 3.6). Among these, wheat alone accounts for 43
per cent of the total, while rice and maize each make up
about 25 per cent (Figure 3.6A). However, as Figure 3.6B
shows, there is greater reliance on wheat and rice imports
from within the Commonwealth (see Section 3.1)

The food import basket of Commonwealth countries shows
considerable diversity, reflecting different dietary habits and
preferences across levels of development and geographic
regions (Figure 3.7). Developed countries collectively have
the highest share of imports of vegetables, fruits and nuts
(28 per cent) and prepared foods (23 per cent), and the lowest
relative share of cereal imports. This may be due to limited

B. Intra-Commonwealth imports
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USS$ 8.7 billion
Wheat
45.4%

Rice
34.4%

domestic or seasonal production of fruits and vegetables
and high per capita purchasing power, whichincreases the
demand for processed and ready-to-eat food products,
as discussed in the next chapter. The low share of cereal
imports reflects the high domestic cereal production and
exports by countries such as Australia and Canada.

In developing countries, African members have the largest
share of cereals in theirimports (34 per cent), while edible oils
are the biggest category for Asian members (43 per cent).
With its vast population, Indiais the largest importer of edible
oilsin the Commonwealth, contributing nearly half of total
importsin 2022. In contrast, the Caribbean and Pacific SIDS
are the largest relative importers of meat, accounting for 24
per centand 20 per cent, respectively. These two groups also
import a high share of prepared foods — potentially reflecting
the demands of the tourismindustry —a share only exceeded
by Commonwealth developed countries (EU, 2017).

Multiple and diverse trading partners for basic foods can
enhance resilience against shocks —from natural disasters
like droughts and floods to supply chain disruptions —and

so enhance food security. Commonwealth countries' cereal
imports are a case in point (Figure 3.8). The EU is the largest
supplier to developed and African Commonwealth countries.
Indiais the primary source of cereals for Asian members and
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COMPOSITION OF GLOBAL FOOD IMPORTS IN COMMONWEALTH COUNTRIES, AVERAGE % (2021-2022)
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also supplies significant quantities of rice to African countries.
Caribbean SIDS predominantly import cereals from the USA,
while Pacific SIDS primarily import from Australia. Besides
sourcing from multiple suppliers, regional trade also plays

a crucial role in enhancing resilience (see Section 3.3).

3.2.3 Significance of food in the
Commonwealth’s merchandise trade

Most Commonwealth countries depend on international
trade to meet their essential food requirements and
enhance food security. In 2022, 40 Commonwealth
countries were netimporters of essential food items
such as cereals, edible oils, fruits and vegetables.

The share of food in merchandise trade varies widely among
Commonwealth countries. Combined, food constitutes
approximately 5.8 per cent of merchandise imports, whichis
very similar to the global average of 6.1 per cent (Figure 3.9).
Overall, the Pacific SIDS have the highest dependence on
foodimportsinthe Commonwealth,* particularly Tonga,
Kiribatiand Samoa. Other countries such as The Gambia,
Rwanda and Grenada (ranked in order) also have imports
exceeding 20 per cent of merchandise trade (Annex 3.1).

Compared toits relatively lower share in merchandise
imports, food represents a higher share of merchandise
exports at 8 per cent among Commonwealth

countries, above the global average of 6.2 per cent.
However, countries' reliance on food exports varies
considerably across different levels of development
and geographical regions (see Figure 3.9).

Commonwealth countries' food trade has demonstrated
resilience to supply chain shocks. During crises, the

share of food products in merchandise trade has notably
increased. Forinstance, during the GFC of 2008-2009,
Commonwealth countries saw their food imports rise from
4.8 per centto 5.6 per cent, while exportsincreased from
5.9 per centto 6.7 per cent. A similar trend was observed
during the COVID-19 pandemic, reaching an all-time

high of 7.6 per cent. However, compared to the GFC, the
increase in the value of food imports, driven by price hikes,
was much more severe during the pandemic. Moreover,
despite a global slowdown in merchandise trade growth

in 2023 (see Chapter 1), the value of food trade grew by
one per centin 2023, further highlighting the importance
of trade in enhancing food security (WTO, 2024c¢).
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FIGURE 3.8
SOURCES OF COMMONWEALTH'S CEREAL IMPORTS, BY REGION (2022)

Food origin

Canada, 6%
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I Caribbean SIDS
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~ W PacificSIDS, 2%

Note: The percentages indicate the share of food from each source and destination, respectively.

Source: Commonwealth Secretariat (calculated using data from UNCTADStat)

3.3 Intra-Commonwealth
food trade

Food plays a significant role in intra-Commonwealth
merchandise trade. In 2022, food imports were valued at US$53
billion. The value of this food trade has tripled since 2005.

The share of intra-Commonwealth food imports was almost 24
per centin 2022, exceeding the overall share of merchandise
trade, which was 19 per cent among members (see Chapter 1).°
This may indicate similar dietary habits and preferences across
different regions of the Commonwealth and demand for

ethnic foods by large diaspora communities (see Section 3.5).
Additionally, it underscores the huge dependence of vulnerable
economies on food imports from other Commonwealth
countries. Small states and LDCs source nearly half of their
food from within the Commonwealth (see Section 3.4) and

could benefit from a phased Commonwealth Food Supply
Arrangement, as outlined later in the Review (see Chapter 6).

Five Commonwealth members account for half of all intra-
Commonwealth food imports. Indiais the largestimporter,
followed by Malaysia, Bangladesh, the UK, Singapore and
Australia (Figure 3.10A). Edible oils and oilseeds account for
25 per cent of intra-Commonwealth food imports, followed
by vegetables, fruits and nuts (18 per cent) and cereals (15
per cent) (Figure 3.10B). The relatively high share of edible
oils and oilseeds (the second largest category in overall
Commonwealth food imports) is driven by edible oils exports
from Malaysia, which accounts for 76 per cent of intra-
Commonwealth edible oils exports, to Asia, which accounts
for 61 per cent of intra-Commonwealth edible oilimports.

Interms of food exports, the leading countries are
Malaysia, India, Australia, New Zealand, South Africa
and Canada, together accounting for two-thirds of
these intra-Commonwealth food shipments.
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FIGURE 3.9
FOOD SHARE IN MERCHANDISE TRADE, BY DEVELOPMENT LEVEL AND REGION, % (2022)
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FIGURE 3.10
COMMONWEALTH COUNTRIES' INTRA-COMMONWEALTH FOOD IMPORTS (2022)

A. Large importers (US$ billion) B. Main imports (%)
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Source: Commonwealth Secretariat (calculated using data from UNCTADStat)
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COMMONWEALTH COUNTRIES' INTRA-COMMONWEALTH FOOD EXPORTS (2022)

A. Large exporters (US$ Billion) B. Main exports (%)
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Source: Commonwealth Secretariat (calculated using data from UNCTADStat)

3.3.1 Regional distribution of intra-Commonwealth In contrast, the developed countries source only 13 per

food trade cent of their food from other Commonwealth countries.
Overall, Commonwealth developing countries depend However, these averages mask wide variations across
the most onintra-Commonwealth food trade, sourcing countries and regions (Figure 3.12). The Pacific SIDS

34 per cent of their food from within the Commonwealth. have the highest share of intra-Commonwealth food

INTRA-COMMONWEALTH FOOD IMPORTS, BY COMMONWEALTH REGION, % (2022)
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trade at 82 per cent, primarily supplied by Australia
and New Zealand. This is followed by African (38 per
cent) and Asian (32 per cent) member countries.

African Customs Union (SACU), where Botswana, Eswatini,
Lesotho and Namibia rely on Commonwealth countries for
more than two-thirds of their food imports (Annex 3.1). As

_ _ : a share of totalimports, African countries mainly import
In Africa, the intra-Commonwealth food import share of ) )
o ) fruits, vegetables and nuts, prepared foods, dairy products
38 per centis significantly higher than the averages for ) ) )
) and edible oils, from other Commonwealth countries,
both the Commonwealth (24 per cent) and developing ) ) ) ] ) i
. ) } . with South Africa being a major supplier of fruits and
countries (34 per cent) (Figure 3.13B). This large intra- ) o ) }
vegetables, and Malaysia providing edible oils (Annex 3.2).
Commonwealth food trade reflects the role of the Southern

INTRA-COMMONWEALTH FOOD IMPORTS, BY PRODUCT AND REGION, % (2022)
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Asian Commonwealth countries also have a higher-
than-average share of intra-Commonwealth food
imports at 32 per cent. In this region, Bangladesh,
Brunei Darussalam, Maldives and Sri Lanka heavily
depend onintra-Commonwealth food imports,
sourcing 50 per cent of their supplies from other
member countries. They primarily import eggs and dairy
products, meat, cereals and confectionery items.

Pacific Commonwealth members — Australia, New Zealand
and Pacific SIDS —have substantial intra-Commonwealth
food trade. Theyimport edible oils, cereals, and eggs

and dairy, and export confectionery and prepared foods
(Figure 3.13F). However, there is wide variation between
the shares of intra-Commonwealth food imports (40 per
cent) and exports (19 per cent). New Zealand and Australia
are key suppliersin this region, exporting cereals, meat
and dairy products to both regional and global markets.

European Commonwealth countries — Cyprus, Malta
and the UK —import about 10 per cent of their food
from the Commonwealth, focusing on cereals, edible
oils, fruits and vegetables, and seafood (Figure 3.13E),
while exporting eggs and dairy products and prepared
food. The relatively low share of intra-Commonwealth
food tradeinthisregionis due to Cyprus and Malta's EU
membership and the UK's established trade linkages
with the EU, with major suppliers being the Netherlands,
Ireland, Spain and Germany (Figure 3.13E).

Overall, the Caribbean and Americas region, including Canada
and Caribbean SIDS, has a similar pattern to the European
region, with low shares of intra-Commonwealth trade: 9

per cent of intra-Commonwealth imports and 6 per cent of
intra-Commonwealth exports. This low share reflects these
economies' close trade integration with the USA, their primary
supplier of almost all food products, including prepared foods,
vegetables and fruits, and cereals (Figure 3.13D). However,
Caribbean SIDS have arelatively higher share of intra-
Commonwealth food trade, sourcing around 25 per cent of their
imports from the Commonwealth and sending about 40 per
cent of their exports to Commonwealth members (Annex 3.1).

3.3.2 Composition of intra-Commonwealth food trade

Commonwealth countries engage in a diverse range of
food trade. However, three food items — cereals, edible
oils and oilseeds, and fruits and vegetables — constitute
the bulk of intra-Commonwealth food trade.

Cereals, the main staple food in various Commonwealth
regions, particularly in Asia and Africa, the two most populous
regions in the Commonwealth, account for about 33 per

cent of this trade. In 2022, intra-Commonwealth trade in
cereals reached US$9 billion, with wheat, a staple in many
Commonwealth countries, accounting for nearly half of
these imports, followed by rice and maize. Box 3.4 provides
an overview of intra-Commonwealth food supply corridors

in wheat, rice, edible oils, and fruits and vegetables.

FIVE DYNAMIC INTRA-COMMONWEALTH FOOD SUPPLY CORRIDORS

Rice: Two South Asian Commonwealth members, India and Pakistan, are leading rice exporters globally as well as within

the Commonwealth. African Commonwealth countries are the largest destinations for South Asian rice. Following Africa,
around one-third of intra-Commonwealth rice trade is absorbed in Asia, with Malaysia, Sri Lanka and Singapore being the top
importers. Other Commonwealth regions, such as Europe, the Caribbean, and the Pacific, also import rice from India and
Pakistan, but their shares are relatively small, reflecting the smaller populations and different dietary habits of these regions.

Wheat: Wheat accounts for about 45 per cent of intra-Commonwealth cereal trade (or US$4 billion). In 2022, the three largest
wheat suppliers were Australia, Canada and India, in that order. South Africa also exported small shipments of wheat, mainly to
other African countries. Australia and Canada are also large suppliers of wheat to African members. In 2022, these countries
accounted for more than half of the intra-Commonwealth wheat supplies of African members. European Commonwealth
members largely source wheat from Canada, while Australiais a leading supplier of wheat to Pacific members.

Edible oils: Malaysia is the leading supplier of edible oils, while Asian and African countries are the primary importers,
reflecting the dietary habits of large populations in these regions. With extensive oil palm plantations, Malaysia is one of the
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world's largest producers and exporters of the derived palm oil. Its favourable climate and extensive agricultural infrastructure
have made palm oil the dominant food trade commodity. Malaysia also exports soybean oil, sunflower oil and coconut oil, but
these are significantly overshadowed by palm oil.

Fruits and vegetables: European Commonwealth members, mainly the UK, are key destinations for South African vegetable
exports, the largest intra-Commonwealth exporter (21%), followed by African and Asian members. Overall, Asian members
are the largest destination, absorbing more than half of total intra-Commonwealth fruit and vegetable exports, although

only 9 per cent comes from South Africa. Instead, the largest supplier to Asia is Australia, which exports only a small fraction
destined for Pacific members. Overall, New Zealand is a leading source of fruits and vegetables for Pacific countries.

Legumes and pulses: Commonwealth countries have significant trade in legumes (for example, beans, lentils, peas, peanuts,
soybeans and chickpeas) and pulses (that is, dried edible seeds of legume plants) valued at US$2.2 billionin 2022. Australia
and Canada are among the world's largest producers and exporters of chickpeas and lentils, respectively. They account for
more than two-thirds of intra-Commonwealth pulses trade. Other significant suppliers include Tanzania, Mozambique and
Uganda. Asiais the primary recipient, accounting for about 88 per cent of intra-Commonwealth trade in pulses, with a large
share directed towards India. Africa and Europe are secondary recipients, while the Caribbean and Pacific regions receive a
minimal share.

Commonwealth LDCs, in particular, depend significantly

on foodimports. The share of food in their merchandise
imports is almost double the global average (11 per cent
compared to 6 per cent), making them extremely vulnerable
to disruptions in food supply chains (Figure 3.14).

In 2022, Commonwealth LDCsimported food products
worth around US$17 billion. These 14 LDCs accounted for

The Commonwealth membershipincludes 14 LDCs and 33 ) )
about 16 per cent of the Commonwealth's total food imports,

small states, of which 25 are SIDS. These vulnerable groups

) ) ) ) - with over half of this amount consisting of basic foods.
rely heavily oninternational trade for their food supplies.

INTRA-COMMONWEALTH FOOD TRADE OF VULNERABLE GROUPS (2022)

A. Food share in merchandise trade (%) B. Intra-CW food trade (%)
CW Avg. CW Avg.
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Bangladesh, the largest LDC in terms of population, imports
about two-thirds of all food imported by LDCs, with African
LDCsimporting most of the remainder. Across various food
categories, LDCs'reliance onimported cereals is particularly
high: cereals account for 35.5 per cent of LDCs' food imports
compared to the world average of 13 per cent. For some
LDCs, supplyis highly concentrated; for example, Bangladesh
imports 62 per cent of its cereals (such as rice, wheat and
maize) from India. In contrast, supply is relatively diversified
for others; forinstance, 60 per cent of African LDC cereal
imports are sourced from five different countries, bolstering
resilience.’ Fifty (50) per cent of LDC food imports are sourced
from Commonwealth countries, a relatively high share
primarily driven by Bangladeshi cerealimports from India.

Similarly, Commonwealth small states, which includes the 25
SIDS, are largely reliant on food imports. Food accounts for

11 per cent of their merchandise imports. These countries
have a significant reliance on intra-Commonwealth trade for
both food imports and exports, with shares of imports ranging
from alow of 5 per centin Belize to a high of 89 per centin
Tuvalu, and a simple average of 41 per cent. Withrespect to
exports, intra-Commonwealth trade is relatively lower, with a
range of 0.3 per centin Antigua and Barbuda to 69 per centin
Seychelles, and a simple average of 39 per cent (Annex 3.1).

Some of these vulnerable countries are net food
exporters, with food being their key export commodity.
These include three LDCs (Malawi, Solomon Islands
and Tanzania, in that order) and seven small states,
including five SIDS (Papua New Guinea, Nauru, Solomon
Islands, Seychelles, Belize, Eswatiniand Namibia).

Most Commonwealth countries depend on international trade
to meet their essential food requirements and enhance food
security. Commonwealth developing countries, especially
LDCs and small states, depend significantly more on food
imports from other Commonwealth members compared to the
developed countries. Long-term food trade forecasts, based on
empirical estimations using gross domestic product (GDP) data
from the United States Department of Agriculture, suggest
thatintra-Commonwealth food exports could nearly double

inthe next decade, potentially reaching US$97 billion, barring
any disruptions from global macroeconomic or health shocks
(Shingal, 2024). Three factors will continue to drive the growth
of food trade among Commonwealth countries and the world.

Population demographics is the first factor. With a combined
population of 2.7 billion people, the Commonwealth includes
several highly populous countries —India, Pakistan, Bangladesh,
South Africa and Nigeria—some of which are among the top

10 fastest-growing countries globally.? Over the next decade,
the Commonwealth is projected to add 385 million people,®
creating a demand surge that will require an additional US$100
billion in food imports by 2033, as discussed in Chapter 6.

While birth rates in Asian countries are expected to slow
down, Africa's populationis projected to rise exponentially,
significantly increasing demand for agricultural and food
products. Population growth in Africa, combined with
rapid urbanisation and a growing middle class, is already
shifting consumption patterns and dietary preferences.
This includes a growing demand among young consumers
for processed foods (see Chapter 4). Consumers across
Africa are increasingly seeking higher quality, ready-to-
cook or ready-to-eat foods that are easy to prepare.
Projections indicate that Africa's urban food market

could reach US$150 billion by 2030, with smallholder
farmers potentially capturing up to $30 billion of that total
(AUDA-NEPAD, 2021). However, the widespread shift
towards ultra-processed and unhealthy foods at lower
prices in many developing countries and LDCs poses
potential health risks to consumers (see Chapter 4).

The second factor is the presence of large and

dynamic diasporas. With more than 25 million people

in diaspora communities within the Commonwealth
(Commonwealth Secretariat, 2018), these networks
play a pivotal role in fostering food trade between

their countries of origin and their residence. These
vibrant networks serve as cultural conduits, connecting
culinary traditions, flavours and heritage across borders.
Through a network of ethnic restaurants, food markets
and food festivals, and by adapting traditional recipes
toincorporate new ingredients, they incentivise food
trade between Commonwealth members. Diaspora
communities' deep market insights and connections
along supply chains on both ends facilitate trade
partnerships, bridging gaps, reducing information
asymmetries and fostering collaborative opportunities.



As technology evolves, these networks have grown increasingly
entrepreneurial and can help cultivate sustainable innovation
practicesin the food sector. Leveraging their reputations

and expertise, they accelerate trade, investment and
innovation in the food sector (Nurse, 2016). Recognising the
diaspora's influential role can enhance food trade strategies.
Governments, businesses and communities can actively
engage diaspora networks to promote collaboration,

exchange knowledge and build sustainable partnerships.

Chapter 3: Mapping Food Trade in the Commonwealth ' 73

The third factor is the Commonwealth advantage. Building on
the broader Commonwealth trade cost advantage discussed
in Chapter 1, Commonwealth membership typically results

in countries trading 22 per cent more food, on average, with
each other comparedto non-members. This effect increases
to 33 per cent for Commonwealth countries that are also
members of the same trade agreement (see Box 3.5). This
enhanced Commonwealth effect on regional economic
integration is examined in greater detail in Chapter 6.

THE COMMONWEALTH EFFECT ON FOOD TRADE

The results from gravity estimation on aggregate food exports using BAC| data from 2010-2022 suggest that
Commonwealth membership is associated with a 22 per cent increase in food exports, on average (column 1). This estimated
Commonwealth trade effect is statistically significant at the 10 per cent significance level. In addition to this substantial effect,
preferential trade arrangement (PTA) membership between Commonwealth countries is associated with a further enhanced
trade effect of around 11 per cent, as shown in column (1).

COMMONWEALTH EFFECT ON FOOD TRADE

CWijt 0.198* 0.684%** 0.464* 0.402%**
(0.109) (0.178) (0.254) (0.136)
PTAIjt 0.112%** 0.052** 0.064 -0.005
(0.030) (0.025) (0.059) (0.028)
Observations 153,206 213,458 112,384 105,405
Pseudo-R2 0.996 0.980 0.956 0.978
Exporter-Year FE YES YES YES YES
Importer-Year FE YES YES YES YES
Exp.-Imp. FE YES YES YES YES

Note: Foodincludes all products from HS1-24, F&V (fruits and vegetables, HS 6-14), CER (cereals, HS 10-11) and fish products (HS
3). Robust standard errors are included in parentheses. Levels of significance: ¥10%, **5%, ***1%. See Shingal (2024) for the full
estimation details.

An analysis of the Commonwealth trade effect for broad food sectors shows a Commonwealth advantage in exporting fruits
and vegetables (column 2), cereals (column 3), and fish products (column 4). These findings align with descriptive statistics
onthe imports of essential foods by Commonwealth countries, which reveal substantial intra-Commonwealth trade in these
sectors. Other food sectors, such as meat, also show a positive effect of Commonwealth membership, but the estimated
coefficientis not statistically significant. These effects are largely driven by historical linkages, PTA membership and
contiguity, further highlighting the role of regional integration and trade agreements in driving food trade.

Source: Shingal (2024)
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The Commonwealth faces significant challenges in addressing
food insecurity, exacerbated by rapid population growth and
contemporary challenges such as supply chain disruptions,
climate change and biodiversity loss. As these countries
experience economic growth, risingincomes and increased
urbanisation, the demand for quality food willincrease
substantially, adding further pressure to expand food supplies.

Trade canplay a crucial role in aligning food supply with

the growing demand. In 2022, Commonwealth countries
accounted for around 18 per cent of global food imports and
15 per cent of food exports, making the Commonwealth

a significant player in the global food market. Collectively,
Commonwealth members are net food exporters and have
maintained a positive food trade balance since 2010.

However, this situation varies widely across countries and
regions. Many Commonwealth countries rely heavily on
imported food to meet their requirements and maintain food
security. In 2022, Commonwealth member countries imported
US$224 billion worth of food products. Forty (40) members
were netimporters of cereals, fruits and vegetables, edible

oils and oilseeds, meat and seafood. But the Commonwealth

also includes major food exporters like Canada, India, Australia
and Malaysia (ranked in order), making Commonwealth
countries net food exporters overall. In 2022, Commonwealth
food exports were worth US$263 billion, with food exports
comprising 9 per cent of their total merchandise exports.

The presence of both significant food producers and numerous
net foodimporters within the Commonwealth presents a
unique opportunity to enhance intra-Commonwealth trade
and investment, especially by leveraging the Commonwealth
advantage. By focusing on regional trade and food supply
corridors for staples, particularly involving large regional
food exporters within the Commonwealth, member
countries can better meet the rapidly growing demand

and boost intra-Commonwealth food trade. Furthermore,
maintaining functional supply chains and avoiding trade-
restrictive policies is vital for ensuring food security

across the Commonwealth, as discussed in Chapter 6.

Having explored the broad food trade landscape of
Commonwealth countries, the next chapter delvesinto the
food supply chains for processed products, which constitute
nearly half of the total food imports by Commonwealth
members. Chapter 4 maps these widely traded processed
food products to identify consumer preferences, strategic
choices and potential opportunities for increased investment.
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Annex 3.2 Commonwealth countries’ source of food

supplies, by region and product
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Annex 3.4 Share of food in Commonwealth merchandise
imports and exports, by country and region (2022)

Australia i 433mm 100
2 Canada § 6.09 mum 10.3
S Cyprus | 9.54 10.6
E Matta i 7.86 125
a New Zealand v 7.27 586
United Kingdom i 647w 28
Botswana E 9.50mmmm 0.8
Cameroon 15510-— 118
Eswatini 16.29 204
Gabon 18.2.5_— 0.7
The Gambia 34,40 m——— 215
Ghana 12.19 16.1
Kenya 14169 mim— 16.7
Lesotho 17.627 3.7
Malawi | 7.78 me 27.0
© Mauritius 14198 msts 225
;‘E Mozambique i0.69-— 8.5
i Namibia 119,92 18.1
Nigeria 0.83immmm = 2.2
Rwanda 29.84 19.0
Seychelles 21.75 69.3
Sierra Leone 20.31 59
South Africa ! 3.99 m 82
Tanzania E 6.97 m—— 18.7
Togo 1?.60-- 18.5
Uganda E 6.57 mmm 11.0
Zambia | 628mm 49
Bangladesh .10.72 14
Brunei Darussalam g 571mm 0.3
India | 421 9.3
© Malaysia | 6.61 mem 8.7
< Maldives 16,83 mm— 141
Pakistan f1.59 — 16.2
Singapore E 2.26m 2.1
SriLanka 10,52 s 83
Antigua and Barbuda ; 465mm 0.3
The Bahamas E 4:08 m 31
Barbados .10.90 f— 7.8
Belize 19,58, m— 62.5
c Dominica f 9.7 1 17.0
g 9 Grenada 23 30 mpum— 421
= n Guyana E 6.62mmm 2.4
© Jamaica 15126 eep— 215
Saint Lucia E 4.85 mm 8.2
St Kitts and Nevis :El0.40 — 11
St Vincent and the Grenadines 18,6$_— 14.4
Trinidad and Tobago 510.25 — 1.4
Fij 13.82 i 21.0
Kiribati 2240 mimm——— 17.0
Nauru 11.09-— 10.7
9) Papua New Guinea 15..84-— 105
5 fa Semoa 20,44 s s 16.8
a® Solomon Islands 17.6:6—— 252
Tonga 2354 mlmi— 49.6
Tuvalu E 412w 15.7
Vanuatu 15.92 mim— 211

20 10 10 20
Share of exports M Share of imports

Source: Commonwealth Secretariat (calculated using UNCTADStat)
Note: Vertical dotted lines indicate the share of food in merchandise imports and exports at 10% and 20%.
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Annex 3.5 Composition of food trade in Commonwealth
countries (2022)

Structure of food imports

_ AllCW Developed | Developing Caribbean SIDS | Pacific SIDS

A: Value (US$ million)

Allfooditems 1,558,522 224,304 107,993 99,980 22,934 71,748 3,524 1,774
Fruit, vegetables & nuts 375,751 46,267 29,436 16,831 1,611 14,631 479 110
Cereals 190,796 20,956 6,589 14,367 7,639 5782 520 426
Meat 178,255 18,040 12,988 5,052 965 3,138 598 351
Seafood 239,369 15,642 10,137 5,505 2,070 3,021 276 138
Eggs &dairy 88,567 9.896 5,619 4,278 1,067 2.804 317 90
Edible oils & oilseeds 188,144 43,756 7,427 36,328 4,127 31,738 277 186
Confectionery 110,626 18,933 10,912 8,021 2,793 4,871 252 106
Prepared food 187,015 34,482 24,884 9,598 2,662 5,764 805 367
B: Share (%)
Allfood items 100 100 100 100 100 100 100 100
Fruit, vegetables & nuts 24 21 27 17 7 20 14 6
Cereals 12 9 6 14 33 8 15 24
Meat 11 8 12 5 4 4 17 20
Seafood 15 7 9 6 9 4 8 8
Eggs &dairy 6 4 5 4 5 4 9 5
Edible oils & oilseeds 12 20 7 36 18 44 8 11
Confectionery 7 8 10 8 12 7 7 6
Prepared food 12 15 23 10 12 8 23 21

Note: CW denotes Commonwealth
Source: Commonwealth Secretariat (calculated using UNCTADStat)
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5 The Pacificand Caribbean SIDS rely heavily on food imports
due tolimitations in land-based agriculture and significant

food requirements from their tourism sectors. In contrast,

) o ) ) ] while food constitutes a low share of exports (4 per cent) for
1 The essential food categoriesincludedin this analysis ) ) )
i Caribbean SIDS, it accounts for 15 per cent of merchandise
are fruit, vegetables and nuts; cereals; meat; seafood ) o ) ) ) }

i ) . ) ) exports from Pacific SIDS. This is primarily driven by fisheries
(including aquaculture); eggs and dairy; edible oils and ) )
) ) exports from Papua New Guinea, which made up nearly 75

oilseeds; confectionery; and prepared foods. The ) ) ]
) ) ) per cent of total fisheries exports from Pacific SIDS in 2022.
number of net food-importing Commonwealth countries i
) ) ) ) ) 6 The share of intra-Commonwealth food exports and
risesto 46 iftrade in non-essential food items such as ) )
] importsin total Coommonwealth food exports and
beverages and tobacco products are alsoincluded. .
) . imports has fluctuated between 19 and 23 per cent.
2 Thirty-three (33) Commonwealth members are in the ) :
The highestimport share, 24 per cent, was recorded

in 2011 during the recovery from the GFCin 2009.
7 These countries are India, South Africa, Tanzania,

World Trade Organization's category of net food-importing
developing countries (NFIDCs), including 9 of the 14
Commonwealth LDCs. The 6 Commonwealth members
not included by the WTO are The Bahamas, Brunei
Darussalam, Cameroon, Nigeria, Tonga and Vanuatu.

Argentina and Australia, ranked in order.

8 United Nations, Department of Economic and
Social Affairs, Population Division (2022) World
Population Prospects 2022: Data Sources. UN DESA/
POP/2022/DC/NO. 9. https://population.un.org/wpp/
Publications/Files/WPP2022_Data_Sources.pdf

9 UNCTAD (2023) "Total population growth rates,
annual, 1950-2050" https://unctadstat.unctad.
org/datacentre/dataviewer/US.PopGR

3 Including spices, extracts, thickeners, yeasts,
gums, and live animals and plants.

4 Asian and African members account for around 71 per
centand 23 per cent of the Commonwealth's total
population, respectively, while their sharesin food import
are about 34 per centand 11 per cent, respectively.


https://population.un.org/wpp/Publications/Files/WPP2022_Data_Sources.pdf
https://population.un.org/wpp/Publications/Files/WPP2022_Data_Sources.pdf
https://unctadstat.unctad.org/datacentre/dataviewer/US.PopGR
https://unctadstat.unctad.org/datacentre/dataviewer/US.PopGR




Chapter 4;
Commonwealth
Countries' Trade in
Processed Foods




Processed food plays a significant role ininternational food
trade, contributing to economic growth and job creation

and supporting value addition, industrial upgrading and the
development of broader processing capabilities. However,
there are concerns about the hidden health, environmental and
social costs of ultra-processed food products, especially when
they are not consumed as part of a healthy, nutritious diet.

This chapter explores the food supply chains for processed
products, which constitute nearly half of the total food imports
by Commonwealth members. Some of the key takeaways are:

* In 2022, Commonwealth countries imported processed food worth
US$105 billion, accounting for 47 per cent of their total food imports.

» Developed Commonwealth countries have the highest
share of processed food products in their food imports,
reflecting higher levels of urbanisation and per-capita
incomes as well as consumer preferences.

* Commonwealth countries’ imports of processed foods
are quite diverse, with a significant portion allocated to
prepared foods, edible oils and confectionery.

« Commonwealth members are also large exporters of
processed food products. In 2022, these exports were
worth US$111 billion and amounted to 42 per cent of
total food exports, similar to the global average.






Most food products undergo some form of processing
before they are traded across international borders. However,
the level of processing varies from minimal, to minimally
processed and ultra-processed food depending upon

the nature of food commodities and the sophistication of
processing value chains, which is closely linked to investment
(see Chapter 5). Food processing may help in fortifying the
nutrient content of food products, increasing their shelf life
and enabling their transportation to remote markets across
the globe. While trade in essential food items helps achieve
the targets of SDG 2 on zero hunger, trade in processed

food productsis equally important for meeting the goals

of SDG 3 on good health and well-being (UNCTAD, 2024).
Trade in these products can also play a key role in promoting
economic growth and job creation and supporting value-
addition, industrial upgrading and the development of wider
processing capabilities. However, there are concerns about
hidden health, environmental and social costs associated with
some ultra-processed food products (FAO, 2023; 1ISD, 2023).

Whereas the previous chapter focused on mapping broad
trends in food trade across the Commonwealth, this chapter
delvesinto the food supply chains specifically for processed
products, which constitute nearly half of the total food imports
by Commonwealth members. Mapping these widely traded

products helps identify consumer preferences and strategic
choicesin countries, as well as potential opportunities for
increased investment, as discussed in the next chapter. In
the absence of a universal definition of "processed food",
this chapter follows the taxonomy developed by the United
Nations Conference on Trade and Development (UNCTAD)
and World Health Organization (WHO) for identifying
various stages of processing (UNCTAD, 2024). To simplify
the classification and analysis, it combines five processing
stagesinto two that are used throughout this chapter: (i)
raw and minimally processed:; and (i) processed. The former
undergoes minimal processing, mostly confined to sorting,
packaging, drying and similar activities, but retains its
original form. The latter category includes basic processing
such as smoking, salting and fermenting, as well as ultra-
processing procedures like pasteurisation and steaming.!

The chapter is divided into five sections. Section 4.2, which
follows, provides an overview of Commonwealth countries’
processed food imports and assesses regional shares of
trade inthese products as well as their composition. Section
4.3 analyses exports of processed food products, while
Section 4.4 examines intra-Commonwealth dimensions
of processed food trade. Section 4.5 concludes, setting
the stage for the next chapter oninvestmentin the
Commonwealth's food sector, which is essential to ensure
agri-food systems are more sustainable and resilient, and
better positioned to address food security concerns.
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4.2 Processed food
imports by Commonwealth
countries

Processed foodis an essential component of Commonwealth
countries' food imports, valued at US$105 billionin

2022.% As a group, the Commonwealth relies more

heavily on processed food imports — six percentage

points above the global average of 41 per cent.

These imports have recorded a more than four-fold increase
during the past two decades, from US$24 billionin 2000 to
$105 billionin 2022 (Figure 4.1). Interestingly, the shares of
fully processed as well as raw and minimally processed food
have largely remained stable over time. However, there has

FIGURE 4.1

been along-term to shift toward minimally processed and
raw food imports, which is reflected in a marginal decline
in the share of processed food in total food imports for
Commonwealth members from 51 per cent to 47 per
cent. A similar drop of two percentage points (43 per cent
to 41 per cent) has been observed at the global level. In
recent years, alarger share of overall greenfield investment
announced in Commonwealth countries has targeted the
processed food sectors compared with unprocessed food
(see Chapter 5), suggesting efforts are being made to build
processing capacity in these countries, potentially further
reducing their reliance on processed food imports.

4.2.1 Distribution of processed food imports by
Commonwealth regions and countries

Developed countries have the highest share of processed
food productsin their food imports, with a stable share
over the past decade (Figure 4.3A). Four countries

COMMONWEALTH'S PROCESSED FOOD IMPORTS, TREND AND DISTRIBUTION, US$ BILLION, % (2000-2022)

A. Trend by processing level

250

200 -

Value (US$ Billion)

50 -

0

s
W
o

% processed

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

mmmmm Processed — mmmmm Raw and minimally processed = === CW processed (%) «seee=« World processed (%)

B. Processed food by regions

Pacific
SIDS, 1%

SIDS, 2%
Asia
27%
Africa
11%

Carribbean

Developed
59%

C. Processed food by processing groups

Sweetened,
salted or brined
19%

Fermented,
smoked, 20%

Prepared, refined
and composite
food, 61%

Notes: Processing categories mirror the food groups C, D and E in UNCTAD (2024). The percentages in Chart B indicate the respective shares of processed food in

each region's total food imports.

Source: Commonwealth Secretariat (calculated using data fromm UNCTADStat)



FIGURE 4.2
TOP 10 PROCESSED FOOD IMPORTERS IN THE COMMONWEALTH (2022)
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Share (%)

United Kingdom
Canada
Australia
Malaysia
Singapore

India

Pakistan
Bangladesh
New Zealand

South Africa

Note: The percentages indicate country shares in their total processed food imports.

Source: Commonwealth Secretariat (calculated using data from UNCTADStat)

accounted for around 60 per cent of all processed food
imported by the Commonwealth in 2022 (Figure 4.2).

This disproportionate share, despite their relatively small
populations, likely reflects higher levels of urbanisation,
consumer preferences and per-capita disposable incomes
in developed countries. These factors contribute to greater
accessibility and affordability of expensive imported
processed fooditems, as well as the convenience they offer.

By contrast, Commonwealth developing countries largely
import raw and minimally processed food, which reflects the
importance of ensuring basic food security for their large
populations in addition to limited buying power. The small shares
of the Caribbean and Pacific SIDS, 1 per cent each, reflects their
limited market size (Figure 4.1B). However, as highlighted in the
previous chapter, this trend may evolve over time, given the
potential for SIDS to expand trade with Africa, driven by rapid
urbanisation and population growth on the continent, which

are contributing to increasing demand for prepared foods.

At the country level, there is significant variability in reliance

on processed food imports (Annex 4.1). Belize has the highest
share, with processed food constituting approximately 77 per
cent of its total food imports. Australia and Malawi follow closely

with shares around 75 per cent and 70 per cent, respectively.
Other countries with significant proportions include New
Zealand, Dominica, Guyana, Barbados and Nauru, each with
processed food shares ranging between 60 and 70 per cent.

In the middle range, which includes Trinidad and Tobago,
Jamaica, and Cyprus, processed food import shares vary
between 40 and 60 per cent. This group includes a mix of small
island nations and larger countries, indicating a widespread
reliance on processed food imports across different regions.
Overall, 30 countries in the Commonwealth have a share of
processed foodin total food imports over 50 per cent, and more
than half of these are Caribbean and Pacific SIDS. Only three
countries (Kenya, India and Mozambique) have a share under 25
per cent, which reflects local processing capacity (see Table 4.1)
and, potentially also in the case of India and —to some extent
—Kenya, recentinflows of intra-Commonwealth greenfield
investmentin processed food sectors (see Chapter 5).

4.2.2 Distribution by processing methods

Before trading, foods products undergo varying degrees of
processing using different methods. Based on these methods,
imported foods are categorised into three groups (Figure 4.1C).
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FIGURE 4.3

PROCESSED FOOD IMPORT TREND, BY DEVELOPMENT LEVEL AND GEOGRAPHICAL REGIONS (2012-2022)

A. By development level (%)
60 r

50 |

40t

30

% of food imports

20

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
—— Commonwealthavg. === Commonwealth developed
~— Commonwealth developing

Note: The chart indicates the share of processed food in total food imports.
Source: Commonwealth Secretariat (calculated using data from UNCTADStat)

The largest segment, constituting 61 per cent of the
Commonwealth's processed food imports, includes prepared,
refined and composite foods. These foods undergo significant
processing, combining various ingredients and refining
techniques to create a final product.® Examples include bread,
biscuits, cakes, chips, breakfast cereals, infant formula, pasta,
instant coffee, and various other packaged meals, ready-to-
eat snacks and processed meat products. Given the high
share of trade, this category offers developing countries an
opportunity to expand value addition by fostering national
and regional value chains, as discussed in the next chapter.

The second largest category, accounting for 20 per cent of
imports, consists of fermented and smoked foods (excluding

BOX 4.1
THE HIDDEN HEALTH COSTS OF PROCESSED FOODS

% of food imports

B. By developingregions
60

50

40t

30

20

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

— Africa Asia —— Carribbean SIDS = Pacific SIDS

those that are salted or brined). Fermented foods like
yogurt, kimchi and sauerkraut are commmon, while smoked
foods such as smoked fish or meats are also included.

Another significant segment, making up 19 per cent of food
imports, comprises sweetened, salted or brined foods.
These products are preserved or flavoured using sugar, salt
or brine. Examples include pickles, jams and salted nuts.

These three processed food product groups constitute a
significant proportion ofimports in many countries. Despite
their crucial role in ensuring food security, their hidden impacts
—such asincreasing the incidence of nutrition-related non-
communicable diseases- could also be substantial (Box 4.1).

Processing food enhances its shelflife and transportability but is associated with a range of hidden costs along the food value
chain. The FAO (2023) estimates that the net global costs resulting from environmental, social and health impacts of food
system activities ranged between US$11 trillion and $15 trillionin 2023, nearly equivalent to 10 per cent of global GDP. These
costs have increased by 9 per cent annually since 2016 (Lord, 2023).

Approximately three-quarters of these costs (about US$9 trillion) are health-related, driven by unhealthy diets high in fats,
sugars and ultra-processed foods (UPFs), which are "formulations made mostly or entirely from substances derived from
foods and additives, with little to no intact food" (Monteiro et al., 2018). The ingredients contained in UPFs often include
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versions of oils and fats, flours and starches, sugar and proteins, including those resulting from further processing, such
as hydrogenated oils and fats, modified starches, hydrolysed proteins, and crushed or extruded "mixes" of meat offal or

remnants.

Consumption of UPFs may be influenced by a variety of social traditions and norms, as well as commercial promotion,
placement and advertising, including aggressive marketing to children. In turn, the prevalence of unhealthy diets, often
dominated by UPFs, may be due to economic constraints or a lack of access to nutritious foods. Some processed foods
can lead to obesity and non-communicable diseases, thereby reducing overall productivity and placing additional burdens
on domestic health systems. Specifically, diets low in fruits, vegetables, nuts, whole grains, calcium and protective fats,
and high in sodium, sugar-sweetened beverages, saturated fats and processed meat have been associated with morbidity,

cardiovascular disease, and type-2 diabetes.

The resulting health costs can be substantial and underscore the need to incorporate these issues into decision-making.
Government policy interventions can help mitigate these hidden costs by regulating how businesses produce, process,
promote and trade their products. Raising awareness about these costs is equally important, as it can help communities
adapt their dietary patterns and shift to healthier, more nutritious foods.

Source: FAO (2023)

4.2.3 Composition of Commonwealth countries’ processed
food imports

Commonwealth countries'imports of processed foods

are quite diverse, with a significant portion allocated to
prepared foods, edible oils and confectionery (Figure 4.4).
This diversity reflects distinct dietary preferences, income
levels and needs across regions, while recognising that many
of these food products may pose health risks and hidden
costsif not consumed as part of a healthy, nutritious diet.

In Africa, there is a higher share of confectionery, prepared
foods and edible oils, potentially indicating gaps in agricultural
production and limited processing capacity. However, African
Commonwealth countries have been beneficiaries of recent
intra-Commonwealth greenfield investmentin processed
food, primarily in sugars and confectionery and cereals and oils
(see Chapter 5), which may help to grow processing capacity
inthese areas. In contrast, Asia'simports predominantly
comprise edible oils, reflecting culinary traditions and

dietary habits prevalent in many South Asian nations.

Caribbean SIDS notably import prepared foods, possibly
driven by high demand for processed and ready-to-eat
food products for the tourism sector. The Pacific region
and Pacific SIDS also show a similar pattern, potentially
also reflecting the demands of the tourism industry.

4.2.4 Sources of processed food imports

Commonwealth countries source processed foods from a
wide array of suppliers. Approximately half originate from

advanced economies in Europe and North America (Figure 4.5).
Developing countries such as Argentina, Brazil, India and
Indonesia have also emerged as significant suppliers of both
processed and minimally processed food products. The
emphasis on regional and South—South trade is evidentin

the food import patterns of Asian and African countries. This
reflects a preference for sourcing food from cost-effective
suppliers and shared dietary habits among these regions.

Relying on numerous suppliers for both processed and
minimally processed food categories underscores the
importance these countries place on building resilient food
supply chains against climate and geopolitical disruptions. Pre-
established trade relationships enable countries to effectively
respond to disruptions and expand supplies to compensate
for shortages from primary sources (UK Government, 2023).

4.3 Processed food
exports by Commonwealth
countries

Commonwealth members are large exporters of processed
food products.In 2022, their combined processed food exports
were worth US$111 billion and amounted to 42 per cent of

total food exports, which is similar to the global average. Over
time, the Commonwealth's exports of both fully processed
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FIGURE 4.4
STRUCTURE OF PROCESSED FOOD IMPORTS, BY REGIONS (2022)
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food and raw or minimally processed foods have increased
annually, at 7.2 per cent and 8.3 per cent, respectively
(Figure 4.6A). This relatively large expansion in minimally
processed and raw food exports may reflect consumer
demand for a healthier diet. Moreover, it also underscores
the need forincentivising investment in national and regional
agri-food value chains to expand value added-exports.

Commonwealth developing countries are the largest
exporters of processed food, reflecting the advanced
food processingindustries in some of these countries and
their capabilities to add value to raw agricultural products
(Figure 4.7). Asian members account for almost half of fully
processed food exports (Figure 4.6B). However, ranked by
country, the largest processed food exporters are Canada
and Malaysia (with relatively equal shares), followed by
India (Figure 4.8). India and Singapore have established
institutional mechanisms to facilitate the production

and export of processed food (Box 4.2 and 4.3).

The share of African countries is relatively small, at 7 per
cent, but there are significant opportunities to expand

this production and move up the agri-food value chain
(Othieno, 2024) and many countries are capitalising on these
opportunities (Box 4.3). Forinstance, African countries and
LDCs can seek to attract more greenfield investmentin food
processing from the Commonwealth, particularly as they
have been the primary destinations for recently announced
intra-Commonwealth investment projects in processed
food (see Chapter 5). The implementation of the African
Union's Comprehensive Africa Agriculture Development
Programme (CAADP) and the African Continental Free
Trade Area are also expected to boost these developments.
There are also many opportunities for African countries to
export processed foods to developed economies, such as
under the preference regimes of the EU and USA. This may
require more favourable rules of origin and tariff policies

to address tariff escalation along the food value chain.*
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MAIN COMMONWEALTH SUPPLIERS AND DESTINATIONS OF PROCESSED FOOD IMPORTS (2022)
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At the country level, The Bahamas has the highest share
of processed products in total food exports, constituting
nearly 100 per cent (Annex 4.1B). Eswatini, Singapore
and Brunei Darussalam follow closely, each with shares
above 90 per cent. Other countries with significant
proportions include Mauritius, Trinidad and Tobago,
Barbados and Seychelles, all exceeding 70 per cent.

The middle range includes Jamaica, Bangladesh and
Cyprus, with processed food export shares between 50
and 70 per cent. This group comprises a mix of smallisland
nations and larger countries, highlighting the prominence
of processed food exports across diverse regions.

However, processed foods accounted for more than

50 per cent of overall food exportsin only 19 of the

56 Commonwealth countries, compared with 30
countries in the case of processed food imports.
Additionally, 24 countries have a share of exports under
25 per cent, compared to only 3 forimports. Ten (10)

countries have a share below 10 per cent, all of which
are LDCs or SIDS. This may be indicative of disparities in
processed food trade, with many LDCs and SIDS facing
challenges in developing domestic agri-food processing
industries. Thisis evident in the lack of recent greenfield
investment into food processingin Commonwealth
SIDS and many LDCs, as highlighted in Chapter 5.

4.4 Intra-Commonwealth
trade in processed food
products

Around one-fifth of processed food trade takes place between
Commonwealth members. The value of fully processed
imports (represented by the dark blue areain Figure 4.9) has
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FIGURE 4.6

COMMONWEALTH'S PROCESSED FOOD EXPORTS, TREND AND DISTRIBUTION, US$ BILLION, % (2000-2022)
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risen from approximately US$6 billion in 2000 to $21 billion
in 2022. Over the same period, imports of raw and minimally
processed goods (shownin the light blue area) have also
increased, growing from about $6 billion to over $32 billion in
2022. Despite this significant growth in both fully processed
and raw and minimally processed food imports within the
Commonwealth over the past two decades, theirintra-
Commonwealth share has remained steady at 20—25 per
cent, highlighting the diverse nature of export destinations.

Intra-Commonwealth food imports grew steadily before the
2007-2008 global financial crisis (GFC), followed by a plateauin
the subsequent decade and a sharp rise during the COVID-19

C. Processed food by processing groups
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salted or brined
15%

Fermented,
smoked

Prepared, 24%

refined and
composite food
61%

pandemic. The share of raw and minimally processed food
increased sharpy during the pandemic, which indicates that
the pandemic-induced price hike might have weaned people
away from processed foods that are generally more expensive.
Onthe one hand, lockdowns affected farming production

and the health of workers, causing production challenges.
Onthe other hand, supply chain bottlenecks, and higher
freight costs, further raised the cost of imported food.

4.4.1 Variation across Commonwealth regions

Similar to the pattern of overall food trade (Chapter 3),
Commonwealth developing countries drive intra-
Commonwealth processed food trade. As a group,



Chapter 4: Commonwealth Countries' Trade in Processed Foods \ 95

FIGURE 4.7
SHARE OF PROCESSED FOOD IN COMMONWEALTH COUNTRIES' FOOD EXPORTS

A. Processed food exports: by development level (%) B. Processed food exports: by developing regions (%)

60 60 /_\/\/

@t — 40

30 30
20 20
10 10

0
g 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
— Commonwealth —— Commonwealth developed — Africa Asia — Carribbean SIDS —— Pacific SIDS

—— Commonwealth developing

Source: Commonwealth Secretariat (calculated using data from UNCTADStat)
Note: The chart indicates the share of processed food in total food exports.

FIGURE 4.8
TOP 10 PROCESSED FOOD EXPORTERS IN THE COMMONWEALTH (2022)
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Commonwealth developed countries have a lower intra- cent, respectively (Figure 4.9B). Commonwealth developing
Commonwealth share for both fully processed (12 per cent) and members have higher percentages for both categories, with fully
raw and minimally processed (13 per cent) imports compared processedimports holding a share of 31 per cent and raw and

to the Commonwealth average of 20 per cent and 27 per minimally processed imports boasting a share of 35 per cent.
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BOX 4.2
INDIA'S AGRICULTURAL AND PROCESSED FOOD PRODUCTS EXPORT DEVELOPMENT AUTHORITY

The Agricultural and Processed Food Products Export Development Authority (APEDA) was established by the Indian
Governmentin 1985. Replacing the Processed Food Export Promotion Council (PFEPC), APEDA is tasked with several key
functions including the following:

+ Industry development: Provides financial assistance, conducts surveys and feasibility studies,
and engages injoint ventures and subsidy schemes for export-oriented industries.

Exporter registration: Registers exporters of scheduled products upon payment of prescribed fees.
- Standards and specifications: Sets standards and specifications for scheduled products meant for export.
- Quality inspection: Inspects meat and meat products in various facilities to ensure quality standards.
Packaging improvement: Enhances the packaging of scheduled products.
= Marketing enhancement: Improves the marketing of scheduled products internationally.
Export promotion: Promotes export-oriented production and development of scheduled products.

- Statistics collection: Gathers and publishes statistics from producers, processors,
packagers, marketers and exporters of scheduled products.

- Training: Provides training related to the industries of scheduled products.
These functions aim to support and enhance the export of agricultural and processed food products from India.

Source: APEDA (nda), https://apeda.gov.in

BOX 4.3
AGRI-FOOD INDUSTRY IN AFRICA

The agri-food processing industry across African countries varies widely, reflecting the diversity of agricultural production and
economic development on the continent. In large African countries like South Africa and Nigeria, the industry is large scale
and highly diversified. These countries focus on a wide range of processing activities, including fruit and vegetable processing,
grain milling, meat processing, and dairy production. Key products from these regions include wine, canned fruits, juices, flour,
bread, meat and dairy products. The robust infrastructure and advanced technology in these countries support the extensive
processing of various agricultural products, contributing significantly to their economies.

Many Commonwealth countries in Eastern and Southern Africa have made significant strides in developing their agri-food
processing industries to cater to both domestic and export markets, leveraging their agricultural outputs effectively, and
contributing to economic growth and job creation (Table 4.1). For example, Kenya, Tanzania, Uganda, Zambia, Namibia,
Mozambique and Botswana have established medium-scale agri-food processing activities. This includes grain milling, fruit
processing, meat processing, dairy and seafood. Their key products are flour, fruit juices, canned fruits, meat products, dairy
items, seafood products and olive oil.

Other Commonwealth members such as Ghana, Rwanda and Malawi are focusing on specific sectors such as grain
milling, dairy, cocoa processing and fruit processing. These industries are still growing, with increasing investments and
improvements in infrastructure expected to enhance their processing capabilities.


https://apeda.gov.in
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TABLE 4.1
AGRI-FOOD PROCESSING SECTORS IN AFRICAN COMMONWEALTH COUNTRIES

Botswana Meat processing, grain milling, dairy Meats, flour, dairy products BITC
Ghana Fruit processing, seafood Canned fruits, seafood products Ghana Investment Promotion
Centre
Kenya Dairy, horticulture Cut flowers, vegetables, dairy products Kenya Investment Authority
Malawi Grain milling, dairy Flour, dairy products Malawi Investment and Trade
Centre
Mozambique Seafood, fruit processing, grain Seafood products, canned fruits, flour APIEX Mozambique
milling
Namibia Meat processing, seafood, dairy Meat, seafood, dairy products Namibia Investment Centre
Nigeria Grain milling, fruit processing, dairy Flour, bread, dairy products, snacks Invest Nigeria
Rwanda Dairy, fruit processing Dairy products Rwanda Development Board
South Africa Fruit, vegetable and meat Canned fruits, juices, meat and dairy TradelnvestSA
processing, dairy products
Tanzania Grain milling, fruitand meat Flour, canned fruits, meat products Tanzania Investment Centre
processing
Uganda Dairy, fruit processing Dairy products Uganda Investment Authority
Zambia Grain milling, dairy, meat processing Flour, dairy products, meat products Zambia Development Agency

Note: The beverage sector (tea, coffee and cocoa, as well as juices and wine) is excluded from the analysis.
Source: Commonwealth Secretariat from miscellaneous sources

BOX 4.4
SINGAPORE'S FOOD MANUFACTURING INDUSTRY DIGITAL PLAN

Singapore's food manufacturing sector is diverse, comprising around 1,000 manufacturers across 10 sub-sectors including
cooked food, edible oils, spices, seafood, dairy, bakery, sauces, beverages, confectionery and snacks. This industry employed
approximately 50,500 individuals and contributed over US$10.7 billion in output in 2018, with about 60 per cent of the
products exported globally. To drive digital transformation in the food manufacturing sector, the government launched an
Industrial Digital Plan (IDP) with the aim of positioning Singapore as a leading food and nutrition hubin Asia.

Recognising that several trends are reshaping the global food manufacturing landscape, the IDP emphasises the adoption of
digital solutions across the food manufacturing value chain, from procurement and mechanical processing to packaging and
sales. More specifically, it outlines three stages for digital adoption:

- Getting Ready for the Digital Economy: Automating labour-intensive tasks and easy-to-implement
solutions for quality assurance, and inventory, sales and workforce management.

- Growingin the Digital Economy: This involves the integration of more advanced digital solutions through
integrated platforms to improve efficiency and productivity. These include e-commerce, manufacturing analytics,
product authentication and overall equipment effectiveness (OEE) through the Internet of Things (loT).

- Leaping Ahead: Implementing cutting-edge technologies like augmented reality for training and inspection, predictive
maintenance using Big Data and artificial intelligence (Al), and autonomous robots for greater automation and
data-driven decision-making.
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Toimplement these stages for businesses, the IDP offers a training roadmap to prepare the workforce, with training
programmes including courses on data analytics, digital marketing, supply chain management, automation and advanced
technologies like loT and robotics. Other initiatives such as the Skills Framework for Food Manufacturing, and SkillsFuture
provides structured learning paths to upskillemployees.

Source: Government of Singapore (no date) "Food Manufacturing Industry Digital Plan”. www.imda.gov.sg/-/media/imda/files/programme/smes-go-digital/
industry-digital-plans/food-manufacturing-idp/food-manufacturing-idp.pdf

Overall, the Pacific region shows a strong preference SIDS, where fully processed imports constitute 63
forintra-Commonwealth food imports, which account per cent and raw and minimally processed imports
for 38 per cent of their fully processed imports and a striking 98 per cent. This reflects the reliance of
44 per cent of their raw and minimally processed these SIDS on the relatively proximate markets of
imports. These percentages are even higher for Pacific New Zealand and Australia for their food imports.

FIGURE 4.9

INTRA-COMMONWEALTH PROCESSED FOOD IMPORTS, TREND AND DISTRIBUTION, US$ BILLION, % (2000-2022)
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For African members, the intra-Commonwealth share is quite
similar for fully processed (39 per cent) and raw and minimally-
processed (38 per cent) food imports. Asian members, on
the other hand, have higher intra-Commonwealth shares

for raw and minimally-processedimports at 34 per cent,
compared to 27 per cent for fully processed imports.

The Caribbean and Americas members have a lower propensity
toimport processed foods from other Commonwealth
members, with intra-Commonwealth imports accounting for

8 per cent of their fully processed imports and 9 per cent of
their raw and minimally processed imports. Thisis due to the
large share of the USA in Canadian food imports. However, the
intra-Commonwealth shares are relatively higher for Caribbean
SIDS, contributing 28 per cent of their fully processed imports
and 21 per cent of their raw and minimally processed imports.

European Commonwealth members also import comparatively
fewer processed foods from fellow Commonwealth

countries, largely due to the dominance of food imports

from the EU. Intra-Commonwealth imports account for 6

per cent of their fully processed food imports and 14 per

cent of theirimports of raw and minimally processed food.

4.4.2 Sources of intra-Commonwealth food imports

Fully processed food

Thereis strong network of trade in fully processed food
products between Commonwealth countries (Figure 4.10A).
Malaysiais the largest contributor, accounting for 29 per cent
of these trade flows. India, contributing 14 per cent, follows
as the second-largest source, while New Zealand provides

11 per cent. Singapore, South Africa and Australia also play
significant roles, providing 9, 7 and 7 per cent, respectively.
The United Kingdom contributes 5 per cent, while smaller
—yet notable —shares come from Canada (2 per cent),

Kenya (1 per cent), and Trinidad and Tobago (1 per cent). An
additional 12 per centis collectively supplied by various other
member countries, reflecting a diverse range of sources.

Asiais the primary regional recipient of fully processed
food imports within the Commonwealth, absorbing

37 per cent of the total. The Pacific region follows with

25 per cent, driven by substantial intra-regional trade
particularly from New Zealand. Africa receives a notable
share of imports (22 per cent) from various Commonwealth
partners, reflecting a diverse import portfolio. Europe

and the Caribbean and Americas have smaller shares, at 9
and 8 per cent, respectively, but still representimportant
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destinations within the Commonwealth's trade network,
receiving processed food from multiple sources.

Minimally processed food

Asiais the largest recipient of raw and minimally processed
food traded between Commonwealth countries and around
half of this food originates from the same region (Figure
4.10B). India stands out as the largest exporter, accounting for
18 per cent of total intra-Commonwealth raw and minimally
processed food imports. Malaysia and Australia are also
significant players, contributing 15 per cent of these imports.

Most African countries export raw and minimally processed
food. As agroup, Africais the second-largest destination of
intra-Commonwealth trade in these products, accounting
for 21 per cent of totalimports, reflectingits growing
importance in the global food supply chain. African countries
source this food from multiple sources. South Africa,

the largest exporter from Africa contributes 7 per cent
ofintra-Commonwealth trade in raw and unprocessed

food, whereas Tanzania,®* Mozambique and Namibia have
smaller shares, but their contributions are still vital.

4.5 Conclusion

Commonwealth members have diverse dietary preferences
across different regions, highlighting how cultural,
economic and lifestyle factors play a role in shaping food
trade. About half of the food imported by Commonwealth
countriesisimported in processed form, with the nature of
processing varying with the type of product and by levels of
economic development in specific countries. Composite
foods that are ready to use constitute about two-thirds

of food imported by Commonwealth countries, followed

by fermented or smoked foods, with sweetened, salted

or brined foods making up the smallest share. In value
terms, these imports have registered a more than four-fold
increase during the last two decades, keeping pace with the
growth inimports of raw and minimally processed food.

On average, the share of processed food in Commonwealth
countries' total foodimports, at 47 per cent, has exceeded
the global average (41 per cent). This higher share is driven
by large imports from the Commonwealth's developed
countries, particularly the United Kingdom and Australia.
Commonwealth developed members source food
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FIGURE 4.10
KEY SUPPLIERS OF PROCESSED FOOD IN THE COMMONWEALTH (2022)
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products in processed form while developing members
mainly import raw and minimally processed food.

Interms of reliance on the Commonwealth as a source of
imports of processed food products, the Pacific SIDS exhibit
the highest dependency, while European members and
developed countries in general show the least. Moreover,
compared to Commonwealth developed countries,
Commonwealth developing countries have higherintra-
Commonwealth food import shares indicating more robust
South—South trade relationships. A significant share of
processed food trade within the Commonwealth takes place
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onanintra-regional basis. Forinstance, there are substantial
flows from Malaysia, India and New Zealand to Asia and the
Pacific, indicating strong intra-regional trade in the Asia-Pacific.

Rapid population growth and urbanisation offers
numerous opportunities for Commonwealth developing
countries to expand production and trade of processed
and high value-added food products. This would not
only help to enhance food security but also promote
structural economic transformation and create jobs
through new agri-food industries in these countries.



102\ Commonwealth Trade Review 2024

Annex 4.1 Share of processed food in Commonwealth

countries’ food trade, by country (2022)
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Annex 4.2 Share of processed food in total food trade
(exports and imports), by regions, % (2022)
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E nd note 4 CAP Reform (2020) "The protective effect of EU
agricultural tariffs". http://capreform.eu/the-protective-

effect-of-eu-agricultural-tariffs/; Global Agricultural
Information Network (2017) EU Market Protection

1 Rawand minimally processed food mirrors categories )
Suppresses Agricultural Imports. GAIN Report. https://

Aand Binthe UNCTAD-WHO classification, while the
processed food classification contains categories C, D
and E (for details see UNCTAD [2024] Table 2: 7). The
analysis excludes food ingredients (categories F) and

apps.fas.usda.gov/newgainapi/api/Report/Downlo
adReportByFileName?fileName=EU+Market+Prote
ction+Suppresses+Agricultural+imports+and+Limi
ts+Grow_Brussels+USEU_EU-28_1-11-2017.pdf

precursors (category G), similarly to the previous chapter. . ) ) )
5 Tanzania also received a relatively large amount of intra-

2 Thisrepresents 17 per cent of processed food imports
globally.
3 These products are covered by HS chapters 19 to 25.

Commonwealth greenfield FDIin the unprocessed food
sectors from 2021 to 2023 (See Chapter 5 for details).


http://capreform.eu/the-protective-effect-of-eu-agricultural-tariffs/
http://capreform.eu/the-protective-effect-of-eu-agricultural-tariffs/
https://apps.fas.usda.gov/newgainapi/api/Report/DownloadReportByFileName?fileName=EU+Market+Protection+Suppresses+Agricultural+Imports+and+Limits+Grow_Brussels+USEU_EU-28_1-11-2017.pdf
https://apps.fas.usda.gov/newgainapi/api/Report/DownloadReportByFileName?fileName=EU+Market+Protection+Suppresses+Agricultural+Imports+and+Limits+Grow_Brussels+USEU_EU-28_1-11-2017.pdf
https://apps.fas.usda.gov/newgainapi/api/Report/DownloadReportByFileName?fileName=EU+Market+Protection+Suppresses+Agricultural+Imports+and+Limits+Grow_Brussels+USEU_EU-28_1-11-2017.pdf
https://apps.fas.usda.gov/newgainapi/api/Report/DownloadReportByFileName?fileName=EU+Market+Protection+Suppresses+Agricultural+Imports+and+Limits+Grow_Brussels+USEU_EU-28_1-11-2017.pdf
https://apps.fas.usda.gov/newgainapi/api/Report/DownloadReportByFileName?fileName=EU+Market+Protection+Suppresses+Agricultural+Imports+and+Limits+Grow_Brussels+USEU_EU-28_1-11-2017.pdf
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Rising incomes, growing populations and greater urbanisation are
driving demand for increased production and trade in food, creating
new opportunities for investment. Together with domestic and
public investment, foreign direct investment (FDI) can provide the
capital required to grow food production and help ensure the agri-
food systems of the future are more sustainable and resilient.

This chapter examines recent trends in greenfield FDI in the food
sector across the Commonwealth. Some of the key takeaways are:

» Between 2005 and 2023, more than US$70 billion in greenfield
FDI was announced in food-related sectors across the
Commonwealth through 1,674 projects. This included
98 projects worth approximately $4 billion in 2023.

* Investors from outside the Commonwealth provided most of this FDI,
with more than half destined for developed Commonwealth members.
Regionally, more than 60 per cent was announced in Asia and Europe.

* Intra-Commonwealth investments in food-related
sectors were worth US$270 million in 2023 and averaged
$330 million annually between 2021 and 2023.

» Developing countries received three-quarters of this
capital invested up to 2023, with African and LDC
members among the main beneficiaries.






Domestic and foreign investment have central —and often
complementary - roles to play in providing the capital required
to grow food production and trade within the Commonwealth
and beyond. With worldwide demand for food expected to
increase by as much as 50 per cent by 2050 (US Department
of State, 2023), investment in new technologies that raise
productivity and output along food supply chains will be
essential. Suchinvestment can help to ensure the agri-food
systems of the future are more sustainable and resilient, and
better positioned to address food security concerns, tackle
hunger and malnutrition, and contribute to poverty eradication
(FAO and lISD, 2020; JP Morgan, 2023; Rabenou, 2023).

Yet a sizeable increase in current investment flows to food-
producing sectors is needed to achieve these ideals. The
investment needs are often most acute in least developed
countries (LDCs) and low- and middle-income economies.!
UNCTAD (2023c) estimates that as much as US$425 billion in
new investment, alongside $255 billion in social safety nets,
will be required annually up to 2030 to transform agri-food
systems in these countries. Financial resource constraints
often limit their scope for public investment in food production
and agri-food systems, magnifying the importance of
attracting private sector investment to plug gaps.

Despite these sizeable needs, domestic investment is often
limited by resource constraints and a weak investment
climate in many countries, while international financing and
investmentin global food systems has been sluggishin
recent years (ibid.). The number of international investment
projects targeting agri-food systems? has declined since the
start of the SDGs, falling by 6 per cent between 2015 and
2023 (and by 17 per cent between 2022 and 2023) (UNCTAD,
2024b). Moreover, foreign direct investment (FDI) inflows to
the agriculture and food sectors remain smallin comparison
to many otherindustries and services (Punthakey, 2020).°
The production of traditional and indigenous crops and
related foods is especially underserved by investment,
particularly in Africa and Asia (AUDA-NEPAD, 2021).

In Asia and the Pacific, there are major gaps ininvestment

to support the transformation of food systems (Asian
Development Bank, 2021). These gaps are exacerbated by the
limited capacity in food supply chains in these regions as well

as misconceptions about credit risks and short-termreturns,
which discourage investment in agri-food systems (Postma,
2023). Countries in Asia and the Pacific, as well as in Africa, also
facelarge shortages in the capital currently available to tackle
food insecurity and malnutrition (Macfarlane, 2022). Alongside
these deficits ininvestment inflows, agri-food systems across
the world also face large financing shortfalls. These are
especially acute in relation to climate finance, with only 3 per
cent currently going to food systems (Neto and Kjérven, 2023).

This chapter examines recent trends in greenfield FDIin the
food sector across the Commonwealth, analysing this form
of investment —one of many financing mechanisms - due
toits potential to leverage the Commonwealth advantage
(see Chapter 2). Furthermore, it focuses oninternational
investment because the lack of data on domestic and

other publicinvestmentsin the food sector precludes a
comprehensive analysis of these sources, despite their
importance (see Section 5.4). As with overall greenfield
investment (see Chapter 2), the empirical analysis is based on
highly disaggregated project-level data covering greenfield
investments announcedin food sectors, drawn from the

fDi Markets database maintained by The Financial Times.*
Fifteen (15) food-related sectors from the broader food and
beverages category in the database® are identified along

with a narrower subset of sectors specifically related to

food production (see Annex 5.1); and these form the basis
for the empirical analysis. The food production sectors are
grouped according to the level of processing involved - either
"unprocessed"” or "processed” - and assigned to eight different
food categories. There are four categories for unprocessed
food (meat, cereals and oils, crops, and vegetables, fruits

and nuts) and four for processed food (edible preparations,
eggs and dairy, seafood, and sugars and confectionery). This
categorisation is designed to align as closely as possible

with the trade-focused analysis in Chapters 3 and 4.

The next section provides an aggregate view of trends

in greenfield FDl announced in the food sectorin the
Commonwealth from sources located across the world. A
narrower lens is appliedin Section 5.3 to present an analysis
of key features and trends in intra-Commonwealth greenfield
investmentin the food sector since 2010. Section 5.4
concludes before turning to the final chapter, which outlines
ways to grow much-needed trade and investmentin agri-
food systems to support more inclusive and sustainable

food production and food security in the Commonwealth.
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5.2 Global greenfield
investment in the
food sector inthe
Commonwealth

In 2023, approximately US$4 billion in food-related greenfield
FDIwas announced across the Commonwealth through

98 projects. Most of this FDI originated from outside the
Commonwealth ($3.7 billion), with intra-Commonwealth
investments contributing almost $270 million. This represented
around 1 per cent of all greenfield investment announced

in Commonwealth countries in 2023. The value rose
significantly from $1.7 billion in 2005 but was substantially
lower than the levels of investment announcedin 2011 ($7.1
billion), 2014 ($6.1 billion) and 2018 ($6.7 billion) (Figure 5.1).
Overall, between 2005 and 2023, more than $70 billionin
greenfield investment was announced in food-related sectors
across the Commonwealth through 1,674 projects.®

Investors from outside the Commonwealth provided most of
this FDI and have increasingly dominated over time. Between
2005 and 2023, one-quarter of the total inflows of greenfield
FDIto food-related sectors came from the USA. Just two
Commonwealth countries —the UK (4.3 per cent) and India (3.1

FIGURE 5.1

per cent) —ranked among the top 10 source countries. This
list alsoincludes Germany (10.5 per cent), Switzerland (6.1 per
cent), United Arab Emirates (5.5 per cent), China (4.6 per cent),
France (3.5 per cent), Denmark and Japan (both 2.7 per cent).
The intra-Commonwealth share has shown a general decline,
droppingto 6.8 per centin 2023 from 14.5 per cent in 2005.”

The unevendistribution of greenfield investment across
countries and regions poses a challenge for many
Commonwealth developing countries in attracting FDlin food-
related sectors. During the most recent period (2021-2023),%
in which announced greenfield FDlinflows to Commonwealth
countries in these sectors averaged US$3.7 billion annually,
around 57 per cent of the investment was earmarked for the six
developed country members (averaging $2.1 billion annually),
whereas the much larger group of developing countries
attracted 43 per cent ($1.6 billion annually) (Figure 5.2A).

More than 60 per cent of this overallinvestment was directed
towards two regions, namely Asia and Europe (Figure 5.2B).

Some Commonwealth Asian countries are major suppliers
and consumers of food globally. Their rapidly growing
populations, coupled with urgent needs to address
pressing hunger and malnutrition concerns and rising
demand for safer, higher-quality, healthier and more
sustainable food, have encouraged commercial investment
in agri-food systems in the region, with recent greenfield
investments particularly targeting India, Malaysia and
Singapore among Commonwealth members. In Europe,

GLOBAL GREENFIELD FDI ANNOUNCED IN THE COMMONWEALTH IN FOOD-RELATED SECTORS, US$ MILLION (2005-2023)

US$ million

m Intra-CW

Note: CW denotes Commonwealth and RoW denotes Rest of the World.
Source: Commonwealth Secretariat (calculated using fDi Markets data)
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DISTRIBUTION OF GLOBAL GREENFIELD FDI ANNOUNCED IN THE COMMONWEALTH IN FOOD-RELATED SECTORS, US$ MILLION, AVERAGE

(2021-2023)

A. By developmentlevel
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43%
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Source: Commonwealth Secretariat (calculated using fDi Markets data)

the majority of these inward investments targeted the

UK. They were likely attracted by the UK's advanced
capabilities across the food supply chain,® high-quality
infrastructure and logistics services, as well as the domestic
industry's strong international reputation, recent growth

in food-related exports and significant scope for further
expansion into existing and new overseas markets.*°In
contrast, as discussed later in this chapter, half of intra-
Commonwealth greenfield investment in this sector went
to the African region, particularly into processed foods.

FIGURE 5.3

On average between 2021 and 2023, nearly US$2.1 billion

in global greenfield FDI was announced annually in the
Commonwealth across eight food categories comprising the
narrower group of food production sectors. A higher share

of the investment over this period (58 per cent) was directed
to processed food products (Box 5.1) compared with basic,
unprocessed foods (Figure 5.3A). Across food categories,
vegetables, fruits and nuts attracted nearly one-quarter of
the investment, with sugars and confectionery (20 per cent),
and cereals and oils (17 per cent) receiving the next largest

SECTORAL DISTRIBUTION OF GLOBAL GREENFIELD FDI ANNOUNCED IN FOOD PRODUCTION IN THE COMMONWEALTH, AVERAGE (2021-2023)

A. By processing level

Unprocessed
42%

Processed
58%

Vegetables, fruits

B. By food category

Cereals and oils
17%

and nuts
24%
Crops
8%
Edible preparations
10%
Sugars and
confectionery
20%
Eggs and dairy
Seafood 8%
Meat

4%
9%

Source: Commonwealth Secretariat (calculated using fDi Markets data)
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BOX 5.1
GLOBAL GREENFIELD INVESTMENT IN FOOD PROCESSING IN THE COMMONWEALTH

Global sources announced US$938 million in greenfield FDIin food processing sectors in the Commonwealthin 2023.
Investment projects targeting these sectors were hit hard by the COVID-19 pandemic, dropping in value from more than $1.5
billionin 2019 to $521 million in 2021, but recovered some of these losses from 2021 to 2023.

The USA was the dominant investor between 2021 and 2023, announcing investments averaging US$312 million annually,
mainly in snack food, and sugars and confectionery (Figure 5.4A). The next largest investing countries were Switzerland ($114
million annually) and the UK ($95 million annually), exclusively targeting sugars and confectionery. Investments announced

FIGURE 5.4
SOURCES AND DISTRIBUTION OF GLOBAL GREENFIELD FDI ANNOUNCED IN FOOD PROCESSING IN THE COMMONWEALTH, AVERAGE
(2021-2023)

A. Top source countries
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Switzerland
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B. Geographic distribution
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19%
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Americas

14%

Source: Commonwealth Secretariat (calculated using fDi Markets data)
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in dairy products were more diversified, with the Netherlands, France and South Korea providing the most capital. Japan and
Denmark were the largest investors in seafood, while the USA provided the bulk of the investment for seasoning and dressing
products.

Asian Commonwealth countries, particularly India and Malaysia, were key destinations for global greenfield FDI in food
processing between 2021 and 2023, absorbing close to one-third on average (Figure 5.4B). Greenfield projects in the region
mainly targeted sugars and confectionery, followed by snack food and dairy products. The remaining inflows were spread
fairly evenly across the other Commonwealth regions. In Africa and the Caribbean and Americas, investments in sugars and
confectionery products dominated, whereas snack food and dairy products benefited from the largest shares in European
and Pacific member countries, alongside seafood in the latter.

Many of these food processing sectors have also benefited from substantial investment from China over a longer period.
China has been the second largest source of greenfield investment in food processing in the Commonwealth since 2015,
even with no investments announced since 2020. From 2015 to 2019, firms in China invested around US$1.5 billion across
four sectors, with more than $1 billion targeting dairy products and close to $300 million for seafood. New Zealand (in dairy
products), Malaysia (seafood), Canada (dairy), and Ghana (sugars and confectionery) received the largest shares. China has
alonghistory of broader agricultural investments and associated support focused on alleviating food security challenges

in Africa. This has accelerated since the creation of the Forum on China—Africa Cooperation in 2000, through efforts to
improve agricultural productivity and transfer advanced agri-food technology to African countries, including via the creation
of Agricultural Technology Demonstration Centres and by sharing experience and targeting construction of agricultural
infrastructure (Siméon et al., 2022).

A striking feature of the greenfield FDI announced in Commonwealth countries from many global sources is the large portion
of capital targeting ultra-processed foods, particularly sugars and confectionery and snack food. Itis important to recognise
the potentially negative health implications of these investments, which may contribute to a rise in the incidence of nutrition-
related non-communicable diseases (unless consumed as part of a healthy diet), exacerbating public health challenges (FAO,
2023). A greater focus on attracting investments that support national health priorities, such as promoting healthy diets and
better nutrition and reducing the prevalence of obesity, can help to alleviate these challenges and reduce burdens on national
health systems.

shares. Meat, eggs and dairy, and crops each received decreasing intra-Commonwealth share of global greenfield
similar shares of 8-9 per cent, while seafood attracted a investment within these sectors (see Section 5.2).

smaller portion (just less than 4 per cent) (Figure 5.3B).
P { P ) (Fig ) Since 2021, overall food-related intra-Commonwealth

investments have averaged US$330 million annually.’? These
have been mostly concentrated in developing countries,
which received three-quarters of the capital invested up to
2023 at an annual average of $240 million (Figure 5.6A). This
is much larger than their share in the distribution of global FDI
announced in food-related sectors within the Commonwealth
(see Section 5.2). Disaggregating into average shares held

<<<<<<<<< e regionally between 2021 and 2023 (Figure 5.6B), half of the
investment was announced in seven African member countries

5.3.1 Broad food-related investment trends (Tanzania, Uganda, South Africa, Rwanda, Zambia, Kenya

In 2023, food-related greenfield FDl announced between and Nigeria, ranked in order), while three Asian countries
Commonwealth countries was around US$270 million, up (India, Malaysia and Bangladesh) collectively absorbed one-
only marginally from $248 million in 2005. As Figure 5.5 qguarter. The balance was directed to developed economies
shows, the total value of capital investment announced in the Pacific (one-fifth to Australia and New Zealand),

has fluctuated significantly since 2005, with peaks in 2011 Europe (5 per cent, to the UK only) and the Caribbean and

and 2016." Recent declines correspond with the overall Americas (less than 2 per cent, entirely to Canada).
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FIGURE 5.5
TREND IN INTRA-COMMONWEALTH GREENFIELD FDI ANNOUNCED IN FOOD-RELATED SECTORS (2005-2023)
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Note: A very large investment announced from India into crop production in Cameroon in 2011 (US$1.9 billion) is excluded as an
outlier to illustrate the overall trend more clearly.
Source: Commonwealth Secretariat (calculated using fDi Markets data)

FIGURE 5.6
DISTRIBUTION OF INTRA-COMMONWEALTH GREENFIELD FDI ANNOUNCED IN FOOD-RELATED SECTORS, AVERAGE (2021-2023)

A. By developmentlevel B. By region
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Source: Commonwealth Secretariat (calculated using fDi Markets data)
Alarge share of the overall investment flowed to accelerated demand for food products, broadening the scope
Commonwealth LDCs. Specifically, five LDCs (Tanzania, for profitable, market-seeking investment. Similarly, proximity
Uganda, Rwanda, Zambia and Bangladesh, ranked by to large markets in neighbouring countries has helped establish
investment value) attracted almost 40 per cent between Rwanda and Zambia as important regional exporters of
2021 and 2023, averaging US$137 million annually. Several agricultural products. Favourable land and climatic conditions
factors are likely to have helped to spur these investments. support multiple crop harvests in Uganda, enable year-round
Large markets and fast-growing populations (especially cultivation in Rwanda and facilitate production surpluses

in urban areas) in Bangladesh, Tanzania and Uganda have (principally for grain) in Zambia, creating opportunities to



invest in producing a wide variety of agri-food products (US
International Trade Administration, 2023 and 2024). In Rwanda
and Tanzania, the production of food (along with beverages
and tobacco) is a major manufacturing activity, contributing
almost 58 per cent of manufacturing value added in 2022.*

In stark contrast, no intra-Commonwealth greenfield projects
were announced in food-related sectors in Commonwealth
small states or smallisland developing states (SIDS) between
2021 and 2023. This underscores their reliance on food
imports, particularly from other Commonwealth members
(see Chapter 3), and the challenges they face in attracting
consistent levels of investment for food production. Their small
domestic markets limit the scope and potential for investments
targeting production at scale. For many SIDS, geographic
isolation and inadequate infrastructure significantly raises
trade costs, undermining the viability of investments aimed at
export-oriented food production. Moreover, these countries
are especially susceptible to natural disasters and extreme
weather events, which can damage agriculturalinfrastructure,
destroy crops and livestock, and disrupt food supply chains,
making agri-food investments considerably riskier.

Further disaggregation reveals that the bulk of this
investment has been concentrated in a small number of
investing and host countries, reflecting a broader pattern
observed in overall greenfield FDI between Commonwealth
countries (see Chapter 2). Greenfield investments
originating from just six countries —the UK, Singapore,
Australia, South Africa, Nigeria and Canada —accounted for
91 per cent of the overall intra-Commonwealth greenfield
FDlannounced in food-related sectors between 2021

and 2023. Inturn, more than 70 per cent of the total
investment was directed to just six countries: Tanzania, New
Zealand, India, Malaysia, Australia and Uganda. Alongside
Tanzania and Uganda, two other African LDCs (Rwanda

and Zambia) ranked among the top 10 destinations.

To ensure that future investmentin the food sector s

more evenly distributed, specific policy actions to boost
food-related investment and finance, particularly in
Commonwealth small states, LDCs and countries in sub-
Saharan Africa, are outlined in Chapter 6 (see section 6.5).

5.3.2 Intra-Commonwealth greenfield investment in food
production

In this section, the focus narrows to intra-Commonwealth
greenfield investmentin the subset of sectors directly
related to food production. The distribution of these
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investments across processing levels and food categories,
as well as by major sources and destinations, is examined,
alongside their estimated job-creatingimpacts.

Between 2021 and 2023, around US$277 million inintra-
Commonwealth greenfield FDI was announced in food
production, on average, each year. Of this investment, slightly
more (57 per cent) was directed towards processed food
products compared to unprocessed foods (43 per cent)
(Figure 5.7A). This preference for investmentin processed
foods was only evident in African member countries and
LDCs, while larger shares went to unprocessed foods in Asia,
Europe and the Pacific (Figure 5.7B). For African countries
and LDCs, the emphasis on investment in processed

foods is promising from a developmental perspective as
they look to expand their processing capacity and produce
higher value-added food products for domestic, regional
andinternational markets. Increased processing capacity
supported by investment has the potential to create new
employment opportunities and raise incomes throughout
food value chains (AUDA-NEPAD, 2021). However, given

the potential health risks associated with processed foods,
more innovative approaches are needed to create nutrition-
sensitive value chains wherever possible. This may require
difficult trade-offs to balance the need for investmentsin
processed food to support industrialisation, value-addition,
nationalincome andjob creation, while also providing access
to affordable and healthy food options for consumers.

Further disaggregating into food categories, the
largest shares targeted vegetables, fruits and nuts
(30 per cent), sugars and confectionery (27 per

cent), and cereals and oils (25 per cent) (Figure 5.7C).
Comparatively, much less investment was announced
in meat, crops, seafood and edible preparations.**

The relative importance of these eight food categories as
targets for greenfield investment varied across Commonwealth
regions and vulnerable groups (Figure 5.7D). In Africa and
among LDCs, sugars and confectionery was the dominant
target.” In contrast, vegetables, fruits and nuts was the main
target for intra-Commonwealth investment in Asia. The meat
industry was the beneficiary of all intra-Commonwealth flows
to the Caribbean and Americas, directed entirely to Canada,
while cereals and oils and crops attracted the greatest share
in Europe. The eggs and dairy industries led investment
announced in the Pacific, followed by cereals and oils.
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FIGURE 5.7

DISTRIBUTION OF INTRA-COMMONWEALTH GREENFIELD FDI ANNOUNCED IN FOOD PRODUCTION ACROSS PROCESSING LEVELS AND FOOD

CATEGORIES, AVERAGE (2021-2023)
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Reviewing a longer time period, there was considerable
fluctuationin the overall value of intra-Commonwealth
investment announced in individual food categories
between 2015 and 2023 (Figure 5.8A and B).** Among
unprocessed foods, investments announced in vegetables,
fruits and nuts averaged almost US$72 million annually,
compared with nearly $66 million for cereals and oils, $30
million for crops, and $24 million for meat. In the processed
food categories, intra-Commonwealth investments were
highest, on average, in eggs and dairy (almost $70 million
annually) and sugars and confectionery ($66 million),

while seafood and edible preparations attracted less
investment ($35 million and $20 million, respectively).

Top investing countries and beneficiaries

Similar to the broader trendin food-related greenfield
investment within the Commonwealth—andintra-
Commonwealth greenfield investments overall (see Chapter
2)—the bulk of the investment announced in food production
between 2021 and 2023 originated from and was concentrated

injust a few countries. The top five investing countries —the
UK (averaging US$122 million annually), Singapore ($43
million), South Africa ($35 million), Nigeria ($23 million) and
Canada ($21 million) — contributed the bulk of this investment
(Figure 5.9A). The investments announced from these five
countries collectively created an estimated 3,776 jobs" in
food production across the Commonwealth from 2021 to
2023. Abroader discussion on the jobs created through intra-
Commonwealth greenfield investments in food production
between 2015 and 2023 is presented in the next section.

Likewise, a small number of recipient countries were the
primary beneficiaries.'® Two-thirds of the cumulative capital
investment announced for both unprocessed and processed
foods between 2021 and 2023 was concentrated in five

host countries. Among these, inflows to Tanzania were
largest, averaging $80 million annually, followed by India

($35 million), Australia ($27 million), South Africa ($23 million)
and the UK ($18 million) (Figure 5.9B). The dominance of
severallarge economies as destinations for FDIin food
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TRENDS IN INTRA-COMMONWEALTH GREENFIELD FDI ANNOUNCED IN FOOD
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production within their respective regions — Australia in the
Pacific, India in Asia and South Africain Southern Africa (see
Box 5.2) —mirrors broader global trends in agri-food FDI,
where investment activities tend to concentrate in regional
hubs (Punthakey, 2020). This may be driven by sourcing
arrangements led by large retailers that have established
regional supply chains, as well as by other factors such

as proximity, shared tastes, and cultural and institutional
similarities within regions, all of which potentially encourage
regionally focused investments (UNCTAD and Asian
Development Bank, 2015; UNU-WIDER, 2016; das Nair et
al., 2018). Moreover, the presence of large-scale agricultural
production and extensive downstream processing facilities,

FIGURE 5.9

along with access to advanced food-related technology and
well-established infrastructure and distribution networks,
incentivises regionally focused investors to concentrate
theirinvestments in agri-food supply chains anchored in
regional hubs such as Australia, India and South Africa.

Job-creating impacts

In addition to bolstering food production capacity,
greenfield investments contributed significantly to the
creation of new jobs in food-producing sectors across the
Commonwealth. Over the extended period from 2015 to
2023, these investments created an estimated 13,545
jobs, with 86 per cent of these jobs in developing member
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DEVELOPING REGIONAL AGRI-FOOD VALUE CHAINS IN SOUTHERN AFRICA

Investments to develop regional value chains can play an influential part in supporting countries to grow their supply capacity
and expand their agri-food exports. Focusing on Southern Africa, Banga and Balchin (2019 and 2023) use analysis based on
revealed comparative advantage to identify six areas where there is untapped potential for countries in the region to link into
South African value chains producing agri-processed products for export.

Among these are three food-related value chains, either producing inputs into food production (solid sucrose) or final
products (margarine and sweet biscuits). The analysis indicates Botswana, Zambia and Zimbabwe could supply cane sugar as
aninputinto the production of sucrose and sweet biscuits in South Africa. Botswana could also export vegetable oil and palm
oil to South Africa to support the production of margarine. There is scope for these countries to supply these intermediate

inputs more competitively than other countries already exporting them to South Africa.

Greaterinvestmentis needed to provide the necessary capital and associated technology and knowledge spillovers for

these countries —and others across Southern Africa —to capitalise on their competitive advantages and export these and
other products at scale. This is crucial to further the objectives of the Southern African Development Community (SADC)
Industrialisation Strategy and Roadmap 2015-2063,* which prioritises the development of agri-processing value chains to
strengthen food security, generate large-scale employment, boost incomes and support industrial development in the region.

countries (Table 5.1). While almost two-thirds (63 per cent)
of the jobs created in Commonwealth developed members
were in unprocessed food categories, those in developing
members were evenly distributed between processed and
unprocessed foods. Regionally, the bulk of the jobs were
createdin developing membersin Africa and Asia, with
much smaller numbers —concentrated in unprocessed
food (specifically crop production) —in Caribbean SIDS.

More than one-third of the jobs created across the
Commonwealth were generatedin LDCs, many of them in
processed food categories, providing much-needed impetus
tojob-creating efforts in these countries. In contrast, fewer
jobs were created in small states and SIDS; and these were
mostly concentrated in the production of unprocessed foods.

Domesticinvestments can play a crucial role in boosting
food supply and developing the capacity to produce
healthy, nutritious foods. Local private sector investments,
for example, have significant potential to enhance the
resilience of domestic food systems and help address food
security challenges, especially when focused on developing
local processing capabilities and adding value along food
supply chains (CASA, 2023). In some cases, FDI can help

to crowd-in these domestic investments (Djokoto, 2022).
However, companies and investors currently under-invest
in smallholder markets because they underestimate the
business potential. Thisis largely due to a lack of credible,
comparable and actionable data, insufficient know-how and
practical guidance, and an inadequately supportive enabling
environment, including access to finance (IDH, n.d.).

Where datais available, it suggests that substantial domestic
capital has beeninvestedin the food sectorin some
Commonwealth countries, particularly in developed economies
and large developing countries. Between 2015 and 2022, the
cumulative value of gross fixed capital formation —a measure
of gross domestic investment - in food production reached
around U$28 billionin both the UK and India, more than $13
billionin Australia, close to $12 billion in Malaysia, nearly $9
billionin New Zealand and more than $7 billion in Tanzania.
Singapore ($2.5 billion) led the way among Commonwealth
SIDS, followed by SriLanka (almost $1.6 billion) and Pakistan
(close to $717 million) among developing members.

Furthermore, improving access to local currency-
denominated loans for companies is crucial for the food
crop sector. Currently, mostimpactinvestmentin this area
targets export crops like coffee and cocoa (CSAF, 2024).
This focus creates a significant financing gap for companies
operating in regional and domestic value chains. These
businesses need not only trade finance but also capital for
growth and on-lending (Ng'ang'a and Waldron, 2024).
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Even so, thereis significant potential to increase domestic
investmentin agri-food systems across the Commonwealth
and beyond. Policy and institutional reforms, along with
improved investment facilitation support systems, are
critical for attracting private investment (African Union
Commission and AUDA-NEPAD, 2019). Blended finance

and other innovative financial instruments spearheaded by
international financial institutions, multilateral development
banks and development finance institutions can help de-risk
activitiesinlocal agri-food systems and encourage investments
from both domestic and foreigninvestors (FAO et al., 2024).
Similarly, social or impact investment funds can be used to
mobilise domestic financial resources to address gapsin
investment targeting food insecurity and malnutrition.

Commonwealth countries can also leverage extensive
diaspora networks to channel remittances into domestic
food production and trade. In many countries, only a small
portion of cross-border remittances are directed towards
investmentin agri-food systems, with the majority going
towards food consumption (ibid.). By channelling a greater
share of remittances into investments in agri-food systems,
these funds can play animportant role in enhancing food
security and improving access to nutritious foods.

Greenfield FDI plays animportant role as a complementary
financing mechanism to domestic and public investment for
expanding food production and trade, and for addressing
food security challenges in the Commonwealth. The analysis
in this chapter shows the value of intra-Commonwealth
greenfield investment announcedin the food sector has
fluctuated significantly since 2005, constituting a relatively
small and mostly declining share of overall food-related
FDlinthe Commonwealth. Recentinvestments, mirroring

FINANCING AFRICAN FOOD SYSTEMS

longer-term patterns, have been concentrated in a handful of
Commonwealth countries, with capital flowing predominantly
toregional hubs in key food-producing regions.

Diversifying and increasing the distribution of food-related
investment more evenly across the Commonwealth and
growing its overall value could yield substantial benefits,
potentially helping to grow productivity, output and
employment in food producing sectors. This requires a
holistic approach to attracting investment that supports
the development of resilient and sustainable agri-food
systems in individual Commonwealth countries. Policy
reforms aimed at enhancing regulatory systems (including
promoting market competition), strengthening institutional
capacity, improving supporting infrastructure (Box 5.3)

and easing the business environment can create more
conducive conditions to attract private investment. In

turn, incentivising the use of innovative investment and
financing instruments — such as blended finance or social
and impact investment funds - can help to de-risk local food
production activities and promote more socially responsible
and environmentally sustainable agri-food supply chains.

The outlook for profitable investment in food-related
sectors within the Commonwealth and worldwide is
promising. The global food system currently has an
estimated asset value of US$14 trillion (Neto and Kjérven,
2023). Risingincomes, growing populations and greater
urbanisation are driving demand, creating new opportunities
to expand these assets through greater investmentin
food production and related areas. Changing consumer
preferences, such asincreased demand for healthy
foods, as well as greater consumption of processed

food products with potential health risks (see Chapter

4), are altering the dynamics of production and trade
inthe food sector. This is generating more scope for
investment in an increasingly diverse bouquet of food
products and related infrastructure and technologies.

In Africa, the member countries of the African Union (AU) have developed a common position on various aspects relating to

the transformation of food systems on the continent. This includes a call for a dedicated investment financing mechanism
for African food systems, to be managed by the African Development Bank in collaboration with the AU Commission and
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the AU Development Agency. This mechanism would focus on securing finance to develop national and cross-border capital
infrastructure that supports the expansion of national and regional capabilities to transform food systems on the continent
(AUDA-NEPAD, 2021). In addition, the AU member states have committed to availing affordable financing for small and
medium-sized enterprises (SMEs) to enable them to introduce technological and management innovations, develop products
and markets, access critical energy and water inputs, and develop local value-adding food processing capabilities (ibid.). These
and similar initiatives can help to unlock transformational finance for food systems in the Commonwealth and beyond.

Thereis a clear need forincreased and more effective

public and private investment in agriculture and food
systems to ensure food security. The current investment
gaps are only likely to grow as mass migration from rural

to urban areas, a shrinking rural, farm-based labour force,
climate change, land degradation, biodiversity loss, and
other challenges threaten food production capacity and
compromise the resilience of food supply chains in many
countries. To build more resilient food systems, substantially
more investment will be needed for climate adaptation

and to reduce emissions and other adverse environmental
impacts from agriculture and food production. Recognising
these challenges, the agri-food sector was identified as a
major priority for global investment during UNCTAD's 8th
World Investment Forumin 2023 (UNCTAD, 2023d).

Having mapped the trends and performance in greenfield
FDlinto the food sector across the Commonwealth, the next

chapter offers policy options for how Commonwealth countries

can use trade and investment to enhance food security.
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Annex 5.1 Mapping of selected food sectors by processing
level

Processing Level Food Category

Other Bakeries and tortillas n/a n/a
Foodandbeverage stores n/a n/a
Food services n/a n/a
Other (food and beverages) n/a n/a
Wholesale trade (food and tobacco) n/a n/a

Source: Commonwealth Secretariat (based on designated food and beverage sectors in the fDi Markets database)
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Annex 5.2 Intra-Commonwealth greenfield FDIl inflows into

food production, US$ million (2015-2023)
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Most Commonwealth developing countries are included
in the low- and middle-income categories devised by the
World Bank: The Gambia, Malawi, Mozambique, Rwanda,
Sierra Leone, Togo and Uganda are among the group of
low-income economies; Bangladesh, Cameroon, Eswatini,
Ghana, India, Kenya, Kiribati, Lesotho, Nigeria, Pakistan,
Samoa, Solomon Islands, SrilLanka, Tanzania, Vanuatu
and Zambia are within the lower middle-income group;
and Belize, Botswana, Dominica, Fiji, Gabon, Jamaica,
Malaysia, Maldives, Mauritius, Namibia, South Africa, Saint
Lucia, St Vincent and the Grenadines, Tonga, and Tuvalu
are among the upper middle-income economies.

These systems include agricultural production

and processes, fertilisers, pesticides and

other chemicals, research and development,

and technology (UNCTAD, 2024b).

The broad food sector currently attracts around 3.5 per cent
of global greenfield FDI projects (Investment Monitor, 2023).
While the high level of disaggregationin the data and its
comparability across countries offer significant analytical
advantages, itis important to recogniseits limitations. The
data covers greenfield investments and thus only partially
captures overall FDlin the food sector. Furthermore, it
relies on announcedinvestments rather than actualised
ones, which means it does not provide insight into
whether these investments are ultimately realised.

To narrow the focus to the food sector, other sub-

sectors within the food and beverages category in the
fDiMarkets database were excluded. These excluded
sub-sectors cover animal food; beverages (breweries

and distilleries, coffee and tea, soft drinks and ice,
wineries); fishing, hunting and trapping; and tobacco.

The overall value of food-related greenfield investment
inthe Commonwealth averaged almost US$3.7 billion
annually between 2005 and 2023. This spans greenfield
projects announced across 39 Commonwealth countries.
It has also fluctuated considerably, reaching a low of 4.3
per centin 2014 and peaking at 42.1 per centin 2011.

10
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All calculations for this period are based on annual averages.
They cover food-related greenfield projects announced

in 21 Commonwealth countries from global sources.
https://www.great.gov.uk/international/content/
investment/sectors/food-and-drink/
https://www.santander.com/en/press-room/news/
opportunities-ahead-for-uk-food-and-beverage-sector
This analysis for the period from 2005 to 2023 covers data
onintra-Commonwealth greenfield investments announced
in food-related sectors in 32 Commonwealth countries.

All calculations for this period are based on annual averages.
For broader food-related investments (Section 5.3.1),
calculations cover projects announcedin 14 Commonwealth
countries, whereas calculations for the narrower subset

of food production sectors (Section 5.3.2) are based on
projects announced in 13 Commonwealth countries.

World Bank World Development Indicators data.

This is consistent with trends over alonger time period
inthe case of seafood, edible preparations and meat,

which accounted for 4, 5 and 6 per cent, respectively, of

the cumulative value of intra-Commonwealth greenfield
invested announced in food production between 2010

and 2023. However, crops attracted a much larger

share (29 per cent) over this extended period.

This was mainly by two manufacturing-focused investments
in the sugar industry, both originating in the United
Kingdom. The investments were announced in Rwanda
(US$46.8 million) and Tanzania ($238.5 million), respectively.
Calculations for this period cover greenfield FDI

projects announcedin 25 Commonwealth countries.

When disaggregated by individual investing countries,

1,499 of these jobs were created through investments

from the UK, 801 from South Africa, 650 from

Singapore, 643 from Nigeria and 183 from Canada.

For a detailed breakdown by country, see Annex 5.2,

which presents annual values for intra-Commonwealth
greenfield investment into food productionin

all countries across the Commonwealth.
https://www.sadc.int/sites/default/files/2022-07/
Repriting_Final_Strategy_for_translation_051015.pdf


https://www.great.gov.uk/international/content/investment/sectors/food-and-drink/
https://www.great.gov.uk/international/content/investment/sectors/food-and-drink/
https://www.santander.com/en/press-room/news/opportunities-ahead-for-uk-food-and-beverage-sector
https://www.santander.com/en/press-room/news/opportunities-ahead-for-uk-food-and-beverage-sector
https://www.sadc.int/sites/default/files/2022-07/Repriting_Final_Strategy_for_translation_051015.pdf
https://www.sadc.int/sites/default/files/2022-07/Repriting_Final_Strategy_for_translation_051015.pdf
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The Commonwealth is expected to add over 385 million people
by 2033, particularly in Africa. To feed this growing population,
Commonwealth countries will need to increase their food imports
by an additional US$100 billion over the next decade. Ensuring
open and resilient supply chains for food and nutrition security will
require enhanced global co-operation to foster “re-globalisation”.

This chapter outlines policy options to strengthen trade, investment
and resilient supply chains for food and highlights the need to:

» Enhance pan-Commonwealth collaboration, including consideration
of a phased Commonwealth Food Supply Arrangement.

 Strengthen multilateral co-operation on trade, food and climate.
 Leverage bilateral and regional trade and deepen economic co-operation.

» Mobilise domestic and international investment and finance into the
food sector.

 Leverage Aid for Trade to develop sustainable productive and supply
capacities.

* Build capacity to comply with food-related regulations and standards.
» Improve agricultural trade facilitation.
» Upgrade logistics infrastructure for resilient supply chains.

» Tackle food loss and waste.






Raising agricultural productivity, promoting easy access

to nutritious food, and facilitating trade in agricultural
commaodities in a sustainable way are essential to advancing
globalliving standards and well-being (Plummer, 2024). Most
of these countries, especially least developed countries
(LDCs) and smallisland developing states (SIDS), depend on
international trade to meet their essential food requirements.
Commonwealth countries’ global food imports have grown
ata cumulative annual rate of 7.3 per cent over the past two
decades, increasing in value from US$47 billion in 2005 to
$224 billionin 2022. If this trend continues, food imports

are projected to reach $486 billion by 2033 (Figure 6.1).

This dependence on food trade is expected to grow due to
rapid population growth, risingincomes, changing dietary
habits, accelerated urbanisation and shifts in production
patterns driven by climate change —all of which are placing
new demands on food, health and social welfare systems.

The prevalence of large subsistence agriculture and artisanal
fisheries in many Commonwealth developing countries,
especially LDCs, small states and SIDS, means overall per capita
foodimports are substantially lower than the global average.
Conversely, the Commonwealth is expected to experience
much higher population growth than the global average,
adding over 385 million people by 2033, particularly in Africa.
To feed this expanding population, Commonwealth countries
will need to increase their food imports by an additional
US$100 billion over the next decade, raising total food import
requirements to $324 billion. To put this into perspective, this
amountis equivalent to the UK's total goods and services
exports to the Commonwealth in 2022. The costs of this food
import bill will be shared disproportionally depending upon
the growth rates of populations and incomes. Given the fiscal
implications, more resource-constrained Commonwealth
governments might face trade-offs to enhance food security.

Around one-fifth of the additional food imports over the
next decade are anticipated to come from Commonwealth
countries. Most net food importers will continue to depend
on global sources. Ensuring resilient supply chains will require
enhanced global co-operation and open trade to foster
"re-globalisation” (WTO, 2023).

The imperative of achieving SDG 2 on zero hunger and ensuring
food and nutrition security underscores the need to enhance
the resilience and sustainability of agri-food systems and supply

chains at the local, regional and global levels. This may require
complex trade-offs between economic, environmental and
social sustainability goals in food systems. For example, the
growing demand for protein-rich foods, such as beef, drives
significant economic benefits through high-value exports and
local employment in livestock industries. However, this often
leads to deforestation, as forests are cleared for cattle ranching
and growing feedstock. This land use change not only disrupts
biodiversity but also contributes to greenhouse gas (GHG)
emissions, exacerbating climate change. Some practices and
new technologies used to boost yields, such as greater use

of fertilisers and irrigation, can have adverse environmental
impacts. Conversely, efforts to mitigate these impacts, such
as adopting plant-based diets, sustainable farming practices
or more capital-intensive and advanced technologies, can
challenge existing economic models and affect livelihoods
dependent on traditional agriculture. The use of food crops
for biofuels can reduce emissions associated with fossil

fuels and provide energy security, but it also competes with
food production and consumption, potentially exacerbating
foodinsecurity. While plant-based alternatives can reduce
GHG emissions and lower deforestation rates, they may not
immediately align with the economic interests of farmers and
industries reliant on animal agriculture (von Braun et al., 2021).

Balancing these trade-offs involves fostering sustainable
practices that integrate economic viability with environmental
stewardship and social equity. This includes supporting
initiatives like reforestation, promoting regenerative
agriculture and investing in alternative protein sources,

all of which can help align food systems with broader
sustainability goals without undermining economic stability
or social well-being (von Braun et al., 2021). Commonwealth
countries are demonstrating leadership in this effort. For
example, at the 26th Conference of the Parties (COP26)

to the United Nations Framework Convention on Climate
Change (UNFCCC), the UK Presidency, with Indonesia as a
co-chair, launched the Forest, Agriculture and Commaodity
Trade Dialogue. This initiative aims to reduce the impact of
agricultural supply chains on forests, enhance sustainability
and address climate change (Cabinet Office, 2021).

Drawing on the evidence presented in this Review, this final
chapter outlines various policy options for Commonwealth
countries to strengthen and diversify productive capacity in
food and expand trade and investment in agri-food products.
This set of policy measures can help enhance food security for
amore inclusive, sustainable and resilient future while balancing
the important economic, social and environmental trade-offs.
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FIGURE 6.1

COMMONWEALTH COUNTRIES' FOOD IMPORT REQUIREMENTS IN THE MEDIUM TERM
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6.2 Enhance pan-
Commonwealth
collaboration on food

The Commonwealth includes several significant food
producers and 40 netimporters of essential foods, alongside
vast untapped agricultural potential in many member countries.
Notably, Africa holds 60 per cent of the world's unused arable
agriculturalland. This presents a unique opportunity to
enhance intra-Commonwealth trade and investment in the
food sector, harnessing the potential to boost food production
inthe Commonwealth's 21 Africa members. Commonwealth
countries can enhance their co-operationin four ways.

First, thereis an opportunity to diversify and expand food trade
between Commonwealth members. As discussed in Chapter
3, Commonwealth membership typically leads to a 22 per cent
increase in food trade between member countries compared
tonon-members. This effectis particularly strong for exports
of fruits and vegetables, cereals, and fish products, which are

essential for food security and nutrition. The Commonwealth
effect on food trade increases to 33 per cent for
Commonwealth countries that are also part of the same
bilateral or regional trade agreement (see Section 6.4). Food
trade can be expanded through increased export-oriented
investment, improvements in trade facilitation, greater access
to trade finance, and compliance with technical and sanitary and
phytosanitary requirements, as discussed later in this chapter.

Second, Commonwealth countries could consider establishing
a phased Commonwealth Food Supply Arrangement to
ensure access to essential foods during times of crisis. This
would be especially important for vulnerable economies, such
as small states and LDCs, which source almost half of their
food from within the Commonwealth (see Chapter 3). This
initiative could include the creation of a Commonwealth Food
Reserve Bank, organised around regional hubs and food supply
corridors (see Chapter 3). Large food-producing countries
could contribute food reserves based on their production
capabilities and surplus stocks. These food supplies could be
accessed at subsidised or affordable rates by food deficient
countries to ensure accessibility during emergencies.

Proposed Commonwealth food-producing and exporting
hubs could include Australia for the Pacific; India for South
Asia; South Africa, Kenya and Ghana for Africa; and Canada for
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ASEAN PLUS THREE EMERGENCY RICE RESERVE (APTERR)
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Establishedin 2011, the APTERR is a regional co-operation instrument between ASEAN members —including three
Commonwealth members, Brunei Darussalam, Malaysia and Singapore, as well as Japan, China and the Republic of Korea
—to ensure food security in the region. Members contribute rice reserves to aid countries in need in times of adversity and

emergency. The APTERR has two main reserves:

« Earmarked Emergency Rice Reserves (EERR): 787,000 tonnes of milled rice designated by each country,
with 87,000 tonnes from ASEAN members and 700,000 tonnes from the Plus Three countries.

 Stockpiled Emergency Rice Reserves (SERR): Voluntary donations of cash or rice stocks
managed by the APTERR Secretariat, to be used as emergency stock.

The APTERR uses these reserves in three emergency scenarios, namely — Tier 1: Pre-arranged terms for anticipated
emergencies; Tier 2: On-the-spot agreements for unanticipated emergencies; and Tier 3: Severe emergencies and

humanitarian purposes (APTERR, n.d.).

Building on APTERR, ASEAN members launched a Declaration on Strengthening Food Security in 2021, suggesting the
creation of ASEAN Members' Local Resource-based Food Reserves (LRBFR) for emergency responses. These reserves would
be flexible beyond rice, based on each member's comparative advantage, and could include a source of carbohydrates or
protein, of plant or animal origin, and/or fresh or manufactured products (ASEAN, 2023).

the Caribbean. This approach could leverage the experience

of initiatives such as the ASEAN [Association of Southeast
Asian Nations] Plus Three Emergency Rice Reserve (see

Box 6.1) to develop a unique and effective pan-Commonwealth
co-operation model for ensuring food security. Additionally,
amonitoring and early warning system could be developed
among member countries to predict and respond to

potential food shortages and crises. Linked to thisis the
efficientimplementation of agricultural trade facilitation,
especially during food emergencies (see Section 6.5).

Third, Commonwealth countries can leverage existing
mechanisms to deepen their collaboration, exchange
knowledge and implement concrete actions to build
sustainable and resilient food systems. Forinstance, the
Commonwealth Connectivity Agenda on Trade and Investment
supports members in areas such as digital agriculture and
fisheries. The Commonwealth Working Group on Trade and
Investment provides a broad mechanism for boosting intra-
Commonwealth trade and investment, including potentially
infood-producing sectors and other related areas such as
climate mitigation and adaptation. The Commonwealth
Blue Charteris an agreement among member countries to
work collaboratively on solving ocean-related problems and
meeting commitments for sustainable ocean development.
Similarly, the Commonwealth Living Lands Charter aims to
tackle climate change, land degradation and biodiversity
loss through collective action and shared initiatives. The

Commonwealth Climate Finance Access Hub, meanwhile,
has successfully assisted member countries, particularly
small states and SIDS, in unlocking available climate finance,
including for climate-smart agriculture and fisheries sectors.

Finally, following the 2021 United Nations Food Systems
Summit,’ Commonwealth countries should consider
developing and implementing National Pathways,

guided by clearly identified priorities and solutions, for
transforming their food systems. The Commonwealth
Secretariat can collaborate with the new UN Food Systems
Co-ordination Hub —hosted by the Food and Agriculture
Organization —to support members inimplementing these
Pathways through technical and policy assistance.

6.3 Strengthen multilateral
co-operation on trade, food
and climate

Trade and investment can help ensure food and nutrition
security in the Commonwealth and globally (Plummer,
2024). However, this requires a fair and market-oriented
agricultural trading system, whichiis crucial for ending
hunger and achieving SDG 2, as underscored by World
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BOX 6.2
THE WTO FOOD PACKAGE AT MC12

InJune 2022, the 12th Ministerial Conference (MC12) of the World Trade Organization (WTO) reached a significant agreement
on measures to enhance global food security. These measures included:

» aDeclaration onthe Emergency Response to Food Insecurity, which acknowledges the essential
role of trade inimproving global food security and commits to transparency, avoiding WTO-
inconsistent export restrictions, and minimising trade distortion (WTO, 2022a);

+ aDecision exempting World Food Programme (WFP) food purchases from export prohibitions

or restrictions and highlighting the need to reform trade rules and practices to prevent
and mitigate negative impacts on food security (WTO, 2022b; 2022¢);

- aSanitary and Phytosanitary (SPS) Declaration that addresses new challenges in food
safety and animal and plant health that could impact trade (WTO, 2022d); and

+ an Agreement on Fisheries Subsidies prohibiting subsidies for illegal, unreported and unregulated
(IUU) fishing, fishing overfished stocks, and fishing in unregulated high seas (WTO, 2022¢).

Since MC12, the WTO Committee on Agriculture approved a Work Programme on Food Security, emphasising the needs of
LDCs and NFIDCs (WTO, 2022f). In April 2024, the WTO Committee adopted a report containing recommendations on how
to help these vulnerable countries respond to acute food insecurity.

Trade Organization (WTO) members at their 13th Ministerial
Conference (MC13)in February 2024 (WTO, 2024a). This
followed significant steps taken at the 12th Ministerial
Conference (MC12) to enhance global food security (Box 6.2).

There are several opportunities for greater multilateral
co-operation. The firstis to improve transparency and
predictability in food trade by requiring WTO members to
notify their domestic measures affecting trade and submitting
their trade policies for regular review. To enhance certainty
intimes of crisis, WTO members should work to strengthen
disciplines on export restrictions affecting agri-food trade.

During times of crisis, many countries, including those in the
Commonwealth, have imposed export restrictions on food,
feed and fertilisers to ensure domestic supply and stabilise
prices (Zhuawu et al., 2020). By some estimates, export
restrictions have significantly increased over the past 10 to
15 years, especially since the COVID-19 pandemic (Rockwell,
2023). Since the start of the conflict in Ukraine in February
2022, WTO members have implemented 140 export-restrictive
measures on food, feed and fertiliser, affecting US$138 billion
worth of trade in these products. Over 70 of these measures
have since been rescinded, leaving restrictions covering

$18 billion, mainly in food trade (Okonjo-lweala, 2024).

Countries should generally avoid imposing export restrictions.
However, the WTO provides specific rules for situations

where such measures may be legitimately applied.? When
implemented otherwise or abused, such measures can
negatively impact other countries, particularly net-food
importers.® The consequences extend beyond disrupting
supply chains and trade relationships, affecting economies
differently based on their development and production
capacities. The widespread use of export restrictions

has revealed a weakness in existing disciplines, making

it challenging for countries to rely on open markets for
their food security. As a result, countries often choose to
protect their domestic production and stocks instead.

Transparency is another vital feature of both the WTO's
agreements on the Application of Sanitary and Phytosanitary
(SPS) Measures and Technical Barriers to Trade (TBT),
ensuring that these measures do not constitute unnecessary
barriers to trade. WTO members are required to submit
notifications of draft regulations to the respective WTO
committee.* Some capacity-constrained countries may need
assistance to manage these notifications, as the process

can be technically complex and burdensome. However,

this system allows WTO members to raise concerns and
facilitates opportunities for consultations. For instance,

the East African Community (EAC), which includes four
Commonwealth countries — Kenya, Rwanda, Tanzania and
Uganda —has been actively notifying measures implemented
bothindividually and jointly since 2010 (Box 6.3).
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BOX 6.3
STANDARDS HARMONISATION AND TRANSPARENCY IN THE EAST AFRICAN COMMUNITY (EAC)*®

The EAC's efforts to harmonise standards and measures,® especially on food safety, are particularly evident in the
notifications on raw and processed foods submitted to the WTO's TBT and SPS Committees. The EAC contributed more
than 95 per cent of all raw and processed food TBT notifications submitted by Commonwealth members from 2010 to

2024. These TBT notifications included standards notified on behalf of the EAC, as well as for their own domestic standards.
Similarly, the EAC members were the largest notifiers of SPS notifications among Commonwealth countries, responsible for
about 36 per cent of raw food and nearly 45 per cent of processed food notifications (Figure 6.2).

FIGURE 6.2

SHARE OF EAC TBT AND SPS RAW AND PROCESSED FOOD NOTIFICATIONS (2010-2024)
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Source: Commonwealth Secretariat (using data from WTO's e-Ping database)

Some standards are notified to both the SPS and TBT Committees, since they are implemented to comply with multiple
objectives, including food safety and plant and animal health protection, along with packaging and labelling requirements. The
largest food category of raw foods notified to the SPS and TBT Committees is vegetables, fruits, and nuts, which also includes
spices and maximum residue limits for pesticides used (Figure 6.3A). Similarly, the largest food category of processed foods
notified is edible preparations (Figure 6.3B).

FIGURE 6.3
SPS AND TBT RAW AND PROCESSED FOOD NOTIFICATIONS, BY CATEGORY (2010-2024)
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Tackling illicit agri-food trade is also a priority. The WTO
offers a framework of rules to combat this trade, covering
areas like regulatory barriers, customs valuation, trade
facilitation and pre-shipment inspection. The SPSand TBT
Agreements further assist members in using international
standards and certification procedures to regulate food
imports and prevent deceptive practices (Box 6.4).

While applying WTO rules consistently is essential for national
policies to combat illicit agri-food trade, the complexity and lack
of a clear definition ofillicit trade make it challenging to measure.
Nonetheless, WTO members can set ambitious targets to
reduce illicit trade while avoiding unjustified discrimination.
Additionally, provisions for enforcing intellectual property rights
(IPRs), such as trademarks and geographical indications, help
prevent IPR-infringing forms ofillicit trade (WTO, 2024b).

The second approachis to work towards the reform process in
levelling the playing field in global agri-food trade, particularly
by addressing the impact of trade-distorting domestic support
(Murphy and Manduna, 2023). Although the WTO Agreement
on Agriculture mandates ongoing negotiations,” progress has
been limited. With rising global hunger and malnourishment,
substantial discussions on agricultural reform at the WTO are
urgently needed to build resilient food systems and ensure
global food security. Multilateral reforms should aim to create
afair and market-oriented trading system, enabling members
to manage food shortages and surpluses, protect vulnerable
economies, and ensure the right to food (Nedumpara, 2023).

Some WTO members have stressed the need toreachan
outcome on a permanent solution to public stockholding
(PSH) to help ensure food availability, especially for the poor

BOX 6.4

and the most vulnerable, during times of crisis. However,
other developed and developing country members are
cautious that some of these programmes may cause trade
and market distortions and that products benefiting from
PSH should not be exported. Following the lack of substantial
outcomes on agricultural trade at MC13 in February

2024, members have been deliberating on processes and
mechanisms to advance negotiations, focusing on modalities
to reduce domestic support and reform market access.

The third priority areais ratification of the WTO Fisheries
Subsidies Agreement (FSA) and concluding the negotiations on
outstandingissues. A comprehensive FSA seeks to discipline
subsidies contributing to overcapacity and overfishing, while
providing appropriate and effective special treatment for
developing countries and LDCs. To date, 81 WTO members
have ratified the FSA, including 23 Commonwealth members,
with about 29 more ratifications needed for it to take effect.

The effective implementation of the FSA, along with an
appropriate review process mechanism, could ensure ocean
sustainability and support the blue economy through more
widespread adoption of sustainable fishing methods and
consistent monitoring of fish stocks. The agreement therefore
strengthenslinkages between trade policy instruments,

the fishing sector, and food security and nutrition. Fish

and seafood are highly traded commodities, often caught,
processed and consumed in different countries. Over 50
per cent of fish and seafood trade comes from developing
countries, with the Pacific SIDS heavily dependent on this
sector (see Chapter 3). The net trade income from fish and
seafood (US$46 billion) exceeds that of all other agricultural
commodities combined (Ababouch and Vivas Eugui, 2023).

STANDARDS HARMONISATION TO COMBAT ILLICIT FOOD TRADE

The SPS and TBT Agreements contain various provisions that target harmonisation and equivalence of standards. The SPS
Agreement aims to prevent adulterated foods from entering the market to protect human, animal and plant life, requiring
that measures be implemented in conformity with international standards. Digitalising certificates, such as the International
Plant Protection Convention (IPCC) ePhyto solution for electronic SPS certificates, combats falsified certificates and ensures

better enforcement of SPS rules across borders.

Proper labelling of food products helps prevent fraud and deceptive practices. Since labels are generally easy to tamper
with, it becomes difficult for domestic authorities to determine their authenticity. The TBT Agreement promotes regulatory
harmonisation by mandating the use of relevant international standards in designinga TBT measure, such as the Codex

Alimentarius guidelines on nutrition labelling.

Source: WTO (2024b)



Finally, building sustainable and resilient food systems will
require the global community to pursue greater coherence
and "mutual supportiveness” between the multilateral trade
and environment regimes, particularly regarding climate
change, where the WTO has no specific provisions. The 2019
Intergovernmental Panel on Climate Change (IPCC) special
report on climate change andland found that climate change
significantly affects all four dimensions of food security. It
emphasised that climate change isimpacting crop yields,
reducing the nutritional quality of food and disrupting food
supply chains. It also highlighted the increased risks of food
insecurity, especially for vulnerable populations, due to more
frequent andintense extreme weather events, changes

in precipitation patterns and rising temperatures. Trade
canbe anintegral part of a climate adaptation strategy,
enabling the flow of food from surplus-producing countries
to those experiencing shortages or where agriculture and
food production are impacted by climate-related natural
disasters and extreme weather events (Bozzola et al., 2023).

Thereis a need for greater collaboration across multilateral
regimes on trade, environmental issues and climate change,
as highlighted by the 28th Conference of the Parties
(COP28) to the UNFCCC, which hosted the first-ever Trade
Day. This event highlighted the role of international trade

in addressing climate change and promoting sustainable
development. Furthermore, more than 150 governments
endorsed the United Arab Emirates (UAE) Declaration

on Sustainable Agriculture, Resilient Food Systems and
Climate Action, committing to enhance adaptation and
resilience efforts to reduce the vulnerability of farmers,
fisherfolk and other food producers to climate change
impacts. COP29 in Azerbaijanin November 2024 will review
the collective progress made so far. Previously, COP27 in
Egypt also emphasised the importance of implementing
climate action in the agriculture and food sector.

6.4 Deepenregional trade
and economic co-operation
on a sustainable basis

Commonwealth countries can strengthen their regional trade
and economic co-operation to address challenges in achieving
food security and improved nutrition. Recent developmentsin
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various regions involving Commonwealth countries highlight
the potential for enhanced co-operation and solidarity.

Several free trade agreements (FTAs) between major
agriculturalimporters and producers involving Commonwealth
countries, such as the UK-Australia and the UK-New Zealand
FTAs, exemplify this potential for greater agri-food trade. The
empirical evidence on the Commonwealth effect suggests
that food trade among these countries may gradually increase
by up to 33 per cent compared to that with non-members. Six
of the 12 members of the Comprehensive and Progressive
Agreement for Trans-Pacific Partnership (CPTPP) are

major agri-food exporters within the Commonwealth.®

In the Asia-Pacific region, the Regional Comprehensive
Economic Partnership (RCEP), which includes five
Commonwealth members, aims to reduce or eliminate
customs duties on most originating goods, including
agricultural products, over a period of 20 years (Reinsch et
al., 2019). The RCEP has the potential to stimulate intra-
East Asian integration around China and Japan, making the
economies of North and Southeast Asia more efficient. This
could enhance the sustainable management of agricultural
resources and contribute to food security (Peter et al., 2020).

The African Continental Free Trade Area (AfCFTA), which
includes 21 Commonwealth African countries responsible for
two-thirds of intra-African trade, is expected to boost trade
in food products (WEF, 2023); and some African countries
have already begun trading certain agri-food products
under the AfCFTA's Guided Trade Initiative. Furthermore,
the AfCFTA Protocol on Investment can help attract new
investmentinto food-related sectors (see Chapter 5). In
several African countries, informal cross-border trade —
primarily conducted by women —also plays a crucial role in
sustaining food security and supporting livelihoods (Box 6.5).

These bilateral and regional trade agreements can enhance
food security and supply chain resilience by expanding
market access for food products, increasing the availability
of more nutritious foods, reducing prices for food, fertilisers
and other inputs, supporting agricultural innovation and
fostering regulatory co-operation. They can also encourage
inward investmentin the agricultural sector, addressing
significant funding gaps —as discussed in the previous
chapter. However, these agreements may entail adjustment
costs due to the removal of tariffs and the implementation
of new trade rules and standards. To address these
challenges, trade agreements caninclude safeguards,
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BOX 6.5
INFORMAL CROSS-BORDER TRADE IN AFRICA

In many African countries, such as Malawi, Tanzania and Zambia, informal agriculture and food trade play a crucial role in
ensuring food security and nutrition for millions of people, both in terms of food availability and income. Most of those
engaged in informal cross-border trade are women with limited work opportunities and poor access to essential public
services. However, this livelihood is characterised by low profit margins, irregularity and vulnerability to shocks, making those
involved susceptible to exploitation. Furthermore, women traders' lack of access to financial or physical assets, business skills,
and information largely prevents them from formalising or expanding their businesses (UNCTAD, 2020b).

Itisimperative to enhance the enabling environment for informal cross-border women traders in Africa. This could include
facilitating access to capital, supporting trade fairs targeted at small-scale and cross-border women traders, developing
online and offline tools that provide information on trade and customs regulations, and implementing capacity-building
programmes to improve compliance among border officials (ibid.).

trade-related adjustment support and complementary
policies to help ensure local farmers remain competitive and
resilientin the face of increased international competition
(Zimmermann and Rapsomanikis, 2023; Plummer, 2024).

Trade agreements can also have adverse environmental
impacts if not properly designed and monitored to ensure
sustainability. They can lead to deforestation for agricultural
crops and pastureland for livestock, overexploitation of
resources, pollution fromintensive agricultural practices,
disruption of local ecosystems and increased carbon
emissions from transportation. Similarly, liberalising trade
in ultra-processed food products can contribute to arise

in the incidence of nutrition-related non-communicable
diseases, exacerbating public health burdens. To mitigate
these effects, itis essential to incorporate sustainability
principles, health considerations and internationally agreed
standards into the design and implementation of such

agreements. Countries can also conduct trade sustainability

impact assessments to evaluate the potential economic,
social and environmentalimpacts of trade liberalisation.

6.5 Attractinvestmentand

Governments in Commonwealth countries, especially
small states, LDCs and countries in sub-Saharan Africa,
should strategically target food-related investments to
create more inclusive, sustainable and resilient food-
producing sectors. They canincentivise investments that
actively contribute to safeguarding local food security and

enhancing the availability and accessibility of affordable,
nutritious and healthy foods for export. This should form
part of a co-ordinated strategy to attract domestic and
foreigninvestments that support national health priorities
and promote healthy diets and better nutrition to alleviate
burdens on national health systems. Priority should also

be given toinvestments that support the upgrading of
domestic food production, processing and export capacity.

Several emerging trends in the food sector present
pathways to channel new investments towards expanding
food production and trade within Commonwealth
countries. These include opportunities to investin

new developments and innovations —appropriately
adapted tolocal contexts and sensitive to sustainability
considerations and the needs of women, young people
and other vulnerable groups —in the following areas:

+ Agri-tech: Precision technology to optimise the
use of agricultural inputs, analyse weather and soil
conditions more accurately, and innovative farming
techniques like hydroponics and vertical farming.

« Foodtech: Innovations like lab-grown meat and new
technologies to enhance animal and plant health
and improve breed or seed varieties, particularly
for climate and disease-resistant crops.

+ Production processes and practices that support overall
sustainability and the resilience of food systems: Such as
alternative, more environmentally friendly methods for
producing fertilisers and other inputs or, more generally,
that enable sustainable use of natural resources.

- Cold storage and refrigeration: Temperature-controlled
food storage infrastructure and technology to



reduce food losses, catering to the increasing global
demand for organic, fresh and perishable foods.

« Transport andlogistics: Infrastructure and services to
address bottlenecks, enabling faster, cost-effective
and more environmentally sustainable transportation
of food within and between countries and regions.

- Digital technologies: Supporting sustainable
food production and trade, including artificial
intelligence and blockchains to increase
transparency and traceability of supply chains.

At the same time, more greenfield investmentis needed

to fund the development of new and innovative production
practices and techniques, and facilitate technology transfer
and knowledge sharing, to build climate-resilient food
production systems that have a smaller environmental
footprint. Greater investment in this area could support
research into climate adaptation and mitigation solutions
for food-producingindustries, including the development
of early-warning systems that can help to shield agricultural
production from the worst effects of natural disasters. It
could also enable the development of new infrastructure
andinnovative technologies that enhance agricultural
productivity and yields, enable greener farming and food
production practices, reduce loss and wastage in food supply
chains (including through circular economy innovations),
and lower GHG emissions from food production. The
latteris critically important to lessen the environmental
impacts of food systems, which currently contribute around
one-third of global GHG emissions (de Sousa, 2023).

To attract these types of investments at scale, it is crucial

to establish well-balanced regimes for IPR that foster
innovation but also enable knowledge-sharing and equitable
access to new technologies. This should be grounded
within a wider policy and regulatory environment that is
conducive to food-related research and development and
aided by well-functioning innovation support systems.

Trade policy also has a critical role in encouraging inward
investment to food-producing sectors. Increased export-
oriented investments are likely when trade policies are open,
transparent and predictable; when food products are not
subject to export restrictions; and when technical and sanitary
and phytosanitary requirements are harmonised across
borders, as discussed in Section 6.3. Investments of this
nature tend to be more profitable in countries with simplified
customs processes and more efficient border clearance
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procedures (see Section 6.8), especially for investmentsin
time-sensitive production and trade in perishable foods.

Investment promotion agencies can leverage the extensive
diasporas —over 25 million people within Commonwealth
diaspora communities (see Chapter 3) —and business networks
spread across the Commonwealth to channel greater FDI

into food-producing sectors. Investments sourced through
these networks can serve as a foundation to develop and

grow intra-Commonwealth food supply chains, promote
innovation and cross-Commonwealth collaboration in food
production, and expand food trade within the Commonwealth
(Commonwealth Secretariat, 2018 and 2024).

Finally, itis important to recognise that discussions about
investment in food production and trade cannot be de-linked
from wider issues related to financing. Agri-food systems
in many parts of the world face huge shortfalls ranging
from a lack of financing for production inputs to limited
funds for innovation and technological development, and
shortagesin trade-related financing for food exports and
imports. Farmers and other downstream actors in food
supply chains often struggle to secure loans and access
other financial services such as insurance, a situation that
is worsened by high levels of volatility in the food sector
and perceptions that agri-food-related investments carry
considerable risk (AfDB, 2023; AUDA-NEPAD, 2021).

Innovative approaches are needed to address these
financing challenges, and consideration should be given to
developing blended financing instruments and co-funding
partnerships targeting food sectors. The establishment

of the Good Food Finance Network, a multi-stakeholder
collaborative partnership, provides a useful co-ordinating
platform to scale-up investment and access to finance

to support the development of healthy, sustainable and
inclusive food systems. Governments, investors and

other stakeholders canlook to the platform's Good Food
Financing Facility to facilitate co-investment arrangements,
access bridging funds, optimise financial tools and
strategies, and promote mutual accountability. Established
international frameworks such as the Committee on

World Food Security's 10 Principles for Responsible
Investmentin Agriculture and Food Systems or the
OECD-FAO Guidance for Responsible Agricultural Supply
Chains provide useful guidelines to support food-related
investments and can be used as reference points for policy-
makers seeking to attract responsible investment into

the food sector in Commonwealth countries (Box 6.6).
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BOX 6.6
TOWARDS RESPONSIBLE FOOD-RELATED INVESTMENTS

The Committee on World Food Security's 10 Principles for Responsible Investment in Agriculture and Food Systems provide
guidance on priorities to address several environmental, social and economic issues affecting the food sector. They are
intended to apply across all stages of agriculture and food value chains and to all types and sizes of investment. The principles
dictate that responsible investment in agriculture and food systems should:

1. contribute to food security and nutrition;

2. contribute to sustainable and inclusive economic development and the eradication of poverty;

3. foster gender equality and women's empowerment;

4. engage and empower youth;

5. respecttenure of land, fisheries and forests, and access to water;

6. conserve and sustainably manage natural resources, increase resilience, and reduce disaster risks;

7. respect cultural heritage and traditional knowledge, and support diversity and innovation;

8. promote safe and healthy agriculture and food systems;

9. incorporate inclusive and transparent governance structures, processes and grievance mechanisms; and

10. assess and address impacts and promote accountability.

The OECD-FAO Guidance for Responsible Agricultural Supply Chains, based on internationally agreed standards, provides a
similar frame of reference for responsible investment in food systems and agri-food supply chains. The guidance is intended
to assist all agri-businesses and investors involved in agricultural supply chains to observe established standards relating

to responsible business conduct. These include standards contained in the abovementioned Principles for Responsible
Investment in Agriculture and Food Systems, as well as the OECD Guidelines for Multinational Enterprises and Voluntary
Guidelines on the Responsible Governance of Tenure of Land, Fisheries and Forests in the Context of National Food Security.
Specific guidance is provided through:

+ Amodel enterprise policy providing key international standards that enterprises should observe when building
responsible agricultural supply chains. This includes standards relating to impact assessment, disclosure,
consultations, benefit sharing, grievance mechanisms, gender equality, human rights, labour rights, health
and safety, food security and nutrition, tenure rights over land and access to natural resources, animal welfare,
environmental protection and sustainable use of natural resources, governance, and technology and innovation.

« Aframework for risk-based due diligence to aid enterprises to identify, assess, mitigate and account for the adverse
impacts of their activities.

+ Anidentification of major risks facing enterprises in agri-food supply chains and potential measures to mitigate them.
+ Guidelines for engaging with indigenous peoples.

Sources: Committee on World Food Security (2014); OECD and FAO (2016)



6.6 Leverage Aid for Trade
to develop sustainable
productive and supply
capacities

Commonwealth developed countries such as Australia,
Canada, New Zealand and the UK have been strong
advocates andleading donors of Aid for Trade (AfT), to
help developing countries with production and supply-side
capacity-building. Over the past decade and a half, AfT
has made animportant contribution to addressing some
of the constraints in these areas that have prevented
developing countries from participating in and benefiting
frominternational trade. However, there is further

scope for making this support even more effective.

By 2050, the world must double agricultural production to feed
humanity. Commonwealth developing countries, especially
small states, LDCs and sub-Saharan African countries, can
leverage AfT to develop sustainable and climate-resilient

FIGURE 6.4
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food and agricultural production and trade (Box 6.6). They
canincrease productivity through capital investmentsin
areas such as machinery or operational infrastructure like
irrigation systems, and by importing critical inputs, including
fertilisers to enhance their production capabilities.

Onaverage between 2020 and 2022, Commonwealth
developing countries received US$2.3 billion in AfT for
the agriculture, fisheries and agro-processing industries.
This represented around 26 per cent of all Af T disbursed
to developing countries in these sectors, a share that
has remained roughly stable from 2005 to 2022 as

AfT disbursements have more than doubled in value
over this period (see Figure 6.4). Agriculture attracted

90 per cent of the funds, while fisheries received 6 per
cent and agro-processing received 4 per cent.

AfT can help to grow and develop agricultural value chains by
investing in processing, packaging and marketing, whichin turn
increases farmers'income and market access. On average,
between 2020 and 2022, Commonwealth countries received
nearly US$60 million annually in AfT for agro-processing,
representing 26 per cent of the global total. Aimost all this
funding was allocated to Commonwealth African countries.

AID FOR TRADE IN AGRICULTURE, FISHERIES AND AGRO-PROCESSING DISBURSED TO COMMONWEALTH AND OTHER DEVELOPING
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6.7 Build capacity to ensure

compliance with food-
related regulations and
standards

There are many opportunities to expand Commonwealth
countries' global and regional food trade for enhanced
food security and nutrition, as discussed above.
However, to fully facilitate international market access,
itis crucial for producers to meet international food
standards. Governments apply these standards to
ensure food quality and safe consumption, and their
globalimplementation reduces trade costs, enhances
transparency and increases efficiency, enabling free
exchange between markets (FAO and WTO, 2017).

Voluntary sustainability standards (VSS) are increasingly used
as market-based tools to address sustainability challenges
throughout value chains (UNFSS, 2013). These standards

are particularly relevant for agricultural commodities such

as bananas, soybeans, palm oil, coffee, tea and cocoa
(Commonwealth Secretariat, 2023). These standards
incentivise companies to adopt production processes that
comply with environmental, social and economic objectives,
granting them access to a rapidly growing "green” market

where consumers are willing to pay higher prices for verifiable,

sustainable products (UNCTAD, 2020a). By implementing
certification systems and ensuring traceability through

TABLE 6.1
TYPOLOGY OF VOLUNTARY SUSTAINABILITY STANDARDS

an effective chain of custody, VSS also play a crucial role in
minimising waste in the food supply chain (Cordoba, 2021).

Most of these standards are governed and implemented by
private enterprises and non-governmental organisations
(NGOs), which fill public governance gaps in developing
countries, such as the formalisation of the fruit and
vegetable sector in East Africa (Pickles et al., 2016).
However, this reliance on the private sector can reduce
public sector accountability and may lead to a lack of
co-ordination with existing local development strategies.
This has led to the development of public sector-led

VSS and national VSS (UNCTAD, 2020) (Table 6.1).

Compliance with arange of standards and regulations,
especially those related to climate, can impose significant
costs, particularly on smallholder farmers and SMEs in
developing countries and LDCs. This has been described as an
additional "green squeeze" on these economies and societies,
highlighting the need for a fair, equitable and just transition
regarding the burden of adjustment (Keane, 2023). Such new
ESG-standards require targeted support to producers in
developing countries, as well as intensive co-operation between
producers, processors, traders and retailers along the entire
supply chain. It would also entail the development of good
practices in specific supply chains, which promote an effective
and efficientimplementation of such standards in producing
countries, as well as sharing of information between producing
countries on what is working well. The Commonwealth could
play animportant role in this regard. Furthermore, women
farmers, formal and informal traders, and SMEs face unique
challenges in meeting standards in sectors relating to trade and

Standard designer | Standard | Example

Source: UNCTAD (2020a)



agriculture. This is due to their limited access to financial
resources, land, and skills and training. They often encounter
discrimination and have fewer support networks. Legal

and regulatory barriers, along with lower representation

in decision-making roles, further hinder their ability to
comply with standards and engage in trade (STDF, 2023).

In addition to ensuring regulatory compliance, enhanced
traceability and transparency of food supply chains offer key
benefits. It boosts food safety and quality by tracking
products from farm to table, enabling early detection

of safety issues. Consumer confidence is strengthened
through clear information about food origins and
certifications. Efficiency and competitiveness are improved
by increasing visibility and accountability in the supply
chain. Addressing information asymmetry helps ensure fair
value distribution for marginalised actors. Furthermore,
tracking environmentally responsible practices supports
sustainability, promoting methods like organic production.

Itis also crucial for boostingincome, livelihoods and

food security for both rural and urban populations. This

is especially important for lengthy value chains where
maintaining product quality can increase transaction costs
and lead to significant production losses, worsening food
insecurity. Small producers, in particular, often receive
only a small fraction of the final value of their products.

Thereis an opportunity to strengthen dialogue,
co-operation and capacity building around agri-food
regulations and standards among Commonwealth
governments and the food industry, leveraging initiatives
like the Commonwealth Standards Network and broader
Aid for Trade support (see Section 6.6). While many
Commonwealth members maintain strong agricultural
standards and animal welfare regulations, some are
perceived as being more stringent, particularly in terms of
animal welfare. Commonwealth members could consider

BOX 6.7
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aligning towards a minimum standard that respects the
diverse levels of economic and social development among
members, while ensuring sustainable agri-food systems.

6.8 Improve agricultural
trade facilitation

Poor trade facilitation, with high bureaucratic requirements
andlengthy export and import times, can negatively
affect various dimensions of food security (Bonuedi et

al.,, 2020). Commonwealth countries should consider
adopting measures that facilitate trade and logistics

to enable the smooth and quicker movement of food
across borders and support distribution of food and
agricultural products to the most vulnerable. In particular,
the 40 Commonwealth countries that are netimporters
of essential foods might consider expediting the
implementation of agricultural trade facilitation measures.

The WTO's Trade Facilitation Agreement (TFA) provides

a framework with practical solutions for speeding up and
streamlining the release and clearance of goods, including
goods in transit. This can be even more crucial when dealing
with essential products, or when transport and logistics have
been severely affected (and thus are limited). Beyond the TFA,
there are broader digital and sustainable trade facilitation
measures that can specifically help facilitate agricultural

trade (Box 6.7). These measures include establishing testing
and laboratory facilities to meet the SPS requirements

of main trading partners, creating national standards and
accreditation bodies to facilitate compliance with SPS, enabling
electronic application andissuance of SPS certificates, and
providing special treatment for perishable goods at the
border (Commonwealth Secretariat and UNESCAP, 2024).

AGRICULTURAL TRADE FACILITATION IN THE COMMONWEALTH

The implementation rate of "agricultural trade facilitation” measures in Commonwealth countries stands at 61 per cent.
Africa, at 60 per cent, is similar to the Commonwealth average, while developed economies (75 per cent), Caribbean SIDS (71
per cent) and Asia (69 per cent) are above the average. Pacific SIDS have the lowest implementation rate among the groups of
countries at 38 per cent. The measure "special treatment for perishable goods" has the highest implementation rate at 74 per

cent, followed by "national standards and accreditation bodies to facilitate compliance with SPS", which stands at 65 per cent

(Figure 6.5). Close behind is the presence of "testing and laboratory facilities available to meet SPS of main trading partners”,
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with animplementation rate of 59 per cent. The measure with the lowest implementation rate in this sub-group is the
"electronic application and issuance of SPS certificates"”, with animplementation rate of 47 per cent. Implementation of this
measure is oftenincomplete, with only 21 per cent of Commonwealth countries having fully implemented it. These measures
can be wellimplemented when supported by reliable data: to support the agricultural sector in national data management, the
Commonwealth Secretariat has launched an initiative dealing with national data infrastructure.

FIGURE 6.5

STATE OF IMPLEMENTATION OF 'AGRICULTURAL TRADE FACILITATION' BY COMMONWEALTH REGIONS
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Source: Commonwealth Secretariat and UNESCAP (2024)

6.9 Upgrade logistics
infrastructure for resilient

Transport, storage and distribution are vital services for food
trade and food security. Key trade-related infrastructure,
including roads, railways, warehouses, cold storage

facilities, ports and shipping routes, are essential for the
timely delivery and preservation of food. Most food is
transported by sea. While air freight is considered faster and
more reliable, especially for exporting flowers, vegetables

Caribbean SIDS s Pacific SIDS === Commonwealth average

and fruits, itis more expensive, harms the environment, and
transports muchless in volume and value compared to sea
freight. With growing demands for greener supply chains,
Kenya recently began transporting horticultural produce by
sea to reduce carbon emissions and boost earnings (Box 6.8).

Since essential foods like cereals are primarily transported

by sea, Commonwealth countries should invest in and
upgrade their national port and shipping infrastructure,

while improving transit and connectivity for landlocked
neighbours, especially in Africa. This can be facilitated through
Aid for Trade initiatives aimed at enhancing trade-related
infrastructure. Thereis considerable variation across the
Commonwealth in terms of maritime trade engagement and
port operational efficiency (Wignaraja et al., 2021). Investing



BOX 6.8
KENYA SHIFTS TO AIRFREIGHTING PERISHABLES
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Sea freight has become viable for Kenya as it aims to increase its volume of exports by 50 per cent by 2030 and shift half of its
horticulture exports from air to sea freight within 10 years. Horticulture generated US$152.3 million in earnings in 2022 for Kenya.

Through EU-funded AfT and implemented by TradeMark Africa, the port of Mombasa has installed 795 reefer plug-in points
and enforced a 24-hour cut-off acceptance time for fresh produce, aimed at decongesting the facility and attracting more
horticulture dealers. Reefers are special refrigerated containers to keep goods fresh for longer. All verification of perishable
goods by regulatory agencies will be done at the point of loading and permit approvals granted at the single window system to
facilitate track-and-tracing. With the installation of the reefers, Kenyaintends to use Mombasa to end its dependence on air
freight for horticulture produce. European consumers are leading the push for significant decarbonisation in the value chains
that supply fresh produce to their supermarkets and dining tables.

Source: Kitimo (2023)

in climate-resilient transport infrastructure, modernising
ports to handle larger volumes of goods, improving dock
facilities and expanding container storage capabilities
can streamline the loading and unloading process.

6.10 Tackle foodloss and
wast

Increasing the production and consumption of fresh, nutrient-
dense foods —such as fruits and vegetables, dairy products
and meat —are essential for food security and nutrition.
However, these are also the most perishable and susceptible
toloss and wastage. More than US$1 trillion worth of food is
wasted each year across the world (UNEP, 2024). Prioritising
the reduction of food loss and waste, along with adopting
circular economy principles, are essential for moving towards
sustainable agri-food systems. This approach enhances the
efficient use of natural resources, minimises environmental
impact, and ensures food security and nutrition (FAO, 2022).
SDG 12.3 calls for halving per capita global food waste at the
retail and consumer levels and reducing food losses along
production and supply chains, including post-harvest losses.

Post-harvest losses often arise due to inadequate storage
facilities, poor handling practices and insufficient processing
capabilities. Addressing these issues requires targeted
investments in post-harvestinfrastructure. For instance,
developing processing facilities that can clean, package and
preserve food products adds value and extends their shelf
life (see Chapter 4). Enhanced handling practices and training
for farmers and distributors also play a role in reducing waste.

Improving access to transportation infrastructure ensures
that food can be moved efficiently from harvest sites to
processing plants and markets, minimising delays and spoilage.

Reducing this waste requires a shiftin consumer
behaviour, including education on mindful purchasing
and promoting food recovery initiatives. Commonwealth
governments, in collaboration with various stakeholders,
should develop and implement national strategies,
policies and public-private partnerships to accelerate
action to reduce food loss and waste (UNEP, 2024).

Ensuring food security, while promoting food trade and
investment to support healthy diets and better nutrition
through sustainable food systems, will continue tobe a
key focus for Commonwealth member countries. These
countries cover a wide range of agro-climatic conditions
and produce a large variety of agri-food products, which
is also reflected in their trade patterns. The presence

of both significant food producers and numerous net
food-importers within the Commonwealth presents a
unigue opportunity to enhance intra-Commonwealth
trade and investment, especially by leveraging the
Commonwealth advantage. The various policy options
and initiatives outlined in this chapter —and summarised
in Table 6.2 —are intended to significantly enhance pan-
Commonwealth collaboration around food supplies,
fosteringimproved food security and nutrition, increased
agricultural productivity and greater resilience to food crises.
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TABLE 6.2
POLICY AREAS FOR STRENGTHENING FOOD SECURITY THROUGH TRADE, INVESTMENT AND RESILIENT SUPPLY CHAINS

Policy area Actions

Strengthen
intra-
Commonwealth
collaborative
networks and
co-ordination
mechanisms

Improve the
enabling
environment
for food-related
trade and
investment

Upgrade
logistics and
infrastructure

Leverage
technology and
digitalinnovation

Provide
capacity-
building,
knowledge and
training

» Consider establishing a phased Commonwealth Food Supply Arrangement,
includinga Commonwealth Food Reserve Bank.

+ Deepen pan-Commonwealth collaboration through the:
- Working Group on Trade and Investment;
» Commonwealth Connectivity Agenda;
» Commonwealth Blue Charter;
- Commonwealth Living Lands Charter; and
+ Commonwealth Climate Finance Access Hub.
» Develop andimplement National Pathways for transforming agri-food systems.
+ Share best practices toimprove efficiency in agri-food systems and foster collaboration.
Trade
« Foster greater collaboration across multilateral regimes on trade, environmentalissues and climate change.

« Ensure compliance with WTO agreements and rules regarding transparency,
notifications and export restrictions, while combatingillicit agri-food trade.

« Pursue multilateral agriculture reforms to create a fair, market-oriented
and sustainable trading system for agriculture.

« Ratify the WTO Fisheries Subsidies Agreement and conclude negotiations on outstandingissues.

+ Implementthe WTO's Trade Facilitation Agreement and specific
measures that enhance agricultural trade facilitation.

« Leverage bilateral and regional trade agreements to sustainably grow agri-food trade.

+ Address obstacles faced by informal cross-border women traders, especially in Africa.

« Use Aidfor Trade to strengthen productive and supply capacities and develop agricultural value chains.
Finance and investment

+ Strategically target and incentivise food-related investments from both domestic (private and public)
andinternationalinvestors, prioritising those supporting local food production and processing capacity
and enhancing the availability and accessibility of affordable, nutritious and healthy foods.

« Develop blended financing instruments, co-funding partnerships and other innovative instruments to
expand socially responsible and environmentally sustainable investments targeting food sectors.

« Leverage Commonwealth diaspora networks and remittances for financing food projects.

+ Investinand modernise climate-resilient transport infrastructure, especially ports, roads and railways.

» Expandwarehousing and cold storage and other handling facilities adhering to international standards and
develop processing capabilities to reduce post-harvest losses and extend the shelflife of food products.

« Improve transit and connectivity for landlocked countries, especially in Africa.

+ Utilise Aid for Trade to rehabilitate old and develop new trade-related infrastructure.

« Adopt digital technologies to support sustainable food production and trade.

« Investinagri-tech, food tech and climate-resistant crop varieties.

« Enhance traceability and transparency in agri-food value chains using blockchains to improve
income, livelihoods and food security for both rural and urban populations.

+ Strengthen dialogue and co-operation and build capacity to enhance agri-food regulations and public/
private standards, leveraging initiatives like Aid for Trade and the Commonwealth Standards Network.

« Provide targeted support to women farmers, formal and informal traders, and
SMEs to comply with domestic and international standards.

+ Raise consumer awareness and develop public-private partnerships to reduce food loss and waste.



Endnotes

The UN Food Systems Summit +2 Stocktaking

Moment took place in Italy in July 2023.

Article XI:2 of the General Agreement on Tariffs and Trade
(GATT) 1994 permits members to implement temporary
export bans to avert critical shortages or enforce trade
standards. Moreover, export restrictions must be essential
for enforcing commodity standards or regulations, with
"essential” being determined on a case-by-case basis.
Article XX of GATT 1994 provides general exceptions for
export restrictions necessary for public morals, health, or
resource conservation, as long as they are not arbitrary

or disguised trade barriers. Lastly, Article XXl allows for
measures necessary foramember's essential security
interests, including military or emergency-related situations.
Article 12 of the Agreement on Agriculture (AoA)

details the rules regarding export prohibitions and
restrictions on agricultural products. When a member
imposes new export restrictions on foodstuffs, they

must consider the impact on the food security of
importing members and provide written notice to the
Committee on Agriculture as far in advance as possible.
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At times, WTO members may not succeed in providing
notifications. This could necessitate members to

discuss and establish more stringent notification and
procedural standards. Furthermore, countries, particularly
LDCs, may find the notification process burdensome,
which complicates their ability to notify. This highlights
the necessity to streamline notification procedures.
Conseqguently, there is a need to find a balance between
enforcing stricter procedures and maintaining simplicity.
The East African Community (EAC) is a regional
intergovernmental organisation consisting of six

states: Burundi, Kenya, Rwanda, South Sudan,

Tanzania and Uganda. Kenya, Rwanda, Tanzania

and Uganda are Commonwealth members.

The EAC adopted the Standardisation, Quality Assurance,
Metrology and Testing Act (EAC SQMT Act, 2006), the
EAC Principles and Procedures for the Development and
Harmonisation of EAC Standards, 2022, and the EAC
Protocol on SPS Measures. A key driver for these initiatives
was the USAID project, which particularly focused on
regulatory harmonisation and transparency (USAID, 2022).
See Article 20 of the WTO Agreement on Agriculture.
Australia, New Zealand, Malaysia, Singapore, Canada

and the UK.
https://press.un.org/en/2009/gaef3242.doc.htm


https://press.un.org/en/2009/gaef3242.doc.htm
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About this Review
The worldis significantly off-track towards achieving
Sustainable Development Goal 2 on zero hunger by
2030. Eliminating hunger, ensuring food security and
promoting healthy diets and better nutrition through the
development of sustainable food systems are priorities
for Commonwealth member countries. This 2024 edition
of the Commonwealth Trade Review explores how trade,
investment and resilient supply chains can bolster food

security for the Commonwealth's 2.7 billion people.
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