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General ThemesGeneral Themes
ShortShort--term risks, longerterm risks, longer--term term 
opportunitiesopportunities
Policy choices critical and open Policy choices critical and open 
to changeto change
Impact on food prices for the Impact on food prices for the 
very poorvery poor
Questions on greenhouse gas Questions on greenhouse gas 
emission impactemission impact
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Basic Background ConsiderationsBasic Background Considerations
850 850 –– 950 million hungry people in the world 950 million hungry people in the world ––
very slow progress (75% of these are rural)very slow progress (75% of these are rural)
Poor households spend A LOT on food (50Poor households spend A LOT on food (50--
75% of income) 75% of income) –– basic cerealsbasic cereals
Markets are linked, Markets are linked, biofuelbiofuel demand a demand a 
significant contributor to higher pricessignificant contributor to higher prices
Most small farmers are net food buyers and Most small farmers are net food buyers and 
most farmers are smallmost farmers are small
Lower food prices good historically for Lower food prices good historically for 
reducing poverty (disposable income and reducing poverty (disposable income and 
higher rural wages)higher rural wages)
Higher ag incomes key to poverty reductionHigher ag incomes key to poverty reduction

Net impact: Higher prices         more Net impact: Higher prices         more 
hunger and higher poverty rates, hunger and higher poverty rates, 
depending on the country contextdepending on the country context
New link between oil and food prices New link between oil and food prices 
worrisomeworrisome
Biofuels offer opportunities for Biofuels offer opportunities for 
developing country farmers, if developing country farmers, if 
allowed to competeallowed to compete
Subsidies distort allocation of Subsidies distort allocation of 
resources and constrain options of resources and constrain options of 
developing country farmersdeveloping country farmers
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Agreement that biofuels are one of Agreement that biofuels are one of 
several key drivers of high food pricesseveral key drivers of high food prices

economic growth and changes in dieteconomic growth and changes in diet
declining investment in agriculturedeclining investment in agriculture
declining cereal stocksdeclining cereal stocks
weatherweather--related production shortfallsrelated production shortfalls
rising energy costsrising energy costs
rapid growth in biofuelsrapid growth in biofuels
exchange rates and export exchange rates and export 
restrictionsrestrictions

Three tiers of factors that led to Three tiers of factors that led to 
price increasesprice increases

The The FinancialFinancial tiertier
The The PhyiscalPhyiscal tier (Supply and tier (Supply and 
Demand)Demand)
The The PanicPanic tier (policy reactions)tier (policy reactions)

Which prices are we talking about?Which prices are we talking about?
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Crop price projections to 2017Crop price projections to 2017
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US Corn Prices over Past 12 Months

Locally produced W. African Locally produced W. African 
millet pricesmillet prices
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Significant impacts on Significant impacts on 
agriculture & food securityagriculture & food security

30% of cornUSA

50% of sugarcaneBrazil

5% of cereals,
9% of vegetable oils,
but over half of the 
increase during 2005-
2007

World

60% of rapeseedEU

Share of crop to biofuels

Source: OECD and FAO

Biofuel impacts on prices?Biofuel impacts on prices?

January 2002 January 2002 –– February 2008February 2008global food indexglobal food index75 %75 %World Bank (April 2008)World Bank (April 2008)

2000 2000 –– 20072007
2000 2000 –– 20072007

corn corn 
rice & wheatrice & wheat

39 %39 %
2121--22 %22 %

IFPRI (May 2008)IFPRI (May 2008)

2008 2008 –– 20172017
2008 2008 –– 20172017
2008 2008 –– 20172017

coarse grainscoarse grains
vegetable oilsvegetable oils
wheatwheat

42 %42 %
34 %34 %
24 %24 %

OECDOECD--FAO (May 2008)FAO (May 2008)

2006 2006 –– 20082008
2006 2006 –– 20082008

corncorn
US retail foodUS retail food

2525--60 %60 %
1919--26 %26 %

Collins (June 2008)Collins (June 2008)

April 2007 April 2007 –– April 2008April 2008
April 2007 April 2007 –– April 2008April 2008
January January –– April 2008April 2008

commoditiescommodities
global food indexglobal food index
US retail foodUS retail food

2323--31 %31 %
10 %10 %
44--5 %5 %

GlauberGlauber (June 2008)(June 2008)

March 2007 March 2007 –– March 2008March 2008
March 2007 March 2007 –– March 2008March 2008

corncorn
global food indexglobal food index

35 %35 %
3 %3 %

CEA (May 2008)CEA (May 2008)

Time periodTime periodCommodityCommodityEstimateEstimateSourceSource
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Impact of the price rise:Impact of the price rise:

Access to food main poverty line Access to food main poverty line 
determinantdeterminant
Cost of food in Liberia +25% in Cost of food in Liberia +25% in 
January 08 and poverty rate + 6% January 08 and poverty rate + 6% 
from 64% to 70%from 64% to 70%
Sierra Leone poverty rate, +3% to Sierra Leone poverty rate, +3% to 
69%69%
Honduras poverty rate +4% to 55%Honduras poverty rate +4% to 55%

Rising food import billsRising food import bills

0 10 20 30 40 50 60 70

Total, LDC

Total, Developed

Vegetable Oils, global

Cereals, global

Meat, global

Dairy, global

% increase, 2008 over 2007

Source: FAO, 2008
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Impacts on urban householdsImpacts on urban households

Impacts differ for net sellers Impacts differ for net sellers 
and net buyers of staple foodsand net buyers of staple foods
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The Poor are Hit the Hardest by an Increase in The Poor are Hit the Hardest by an Increase in 
the Price of Food the Price of Food StaplesStaples

Rural
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diverse impacts on net buyers and diverse impacts on net buyers and 
sellers at household and country levelssellers at household and country levels
employment opportunities depend on employment opportunities depend on 
scale of production and technologyscale of production and technology
rising resource values: opportunity and rising resource values: opportunity and 
conflictconflict
shortshort--term risk to the poor, but this term risk to the poor, but this 
could change in the longer termcould change in the longer term——with with 
appropriate policy measures and appropriate policy measures and 
agricultural sector responseagricultural sector response

Significant impacts on agriculture Significant impacts on agriculture 
& food security& food security
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Significant impacts on Significant impacts on 
agriculture & food securityagriculture & food security

Farmers are responding to Farmers are responding to 
incentivesincentives

Availability of food crops is Availability of food crops is 
increasingincreasing

...but over 920 million people ...but over 920 million people 
still lack still lack accessaccess to sufficient to sufficient 
foodfood

Supply Response to High Prices Mainly in 
Developed Countries

Most of the increase in cereal production occurred in Developed 
Countries

400

500

600

700

800

900

1000

1100

1200

1300

DEVELOPED DEVELOPING DING ex BIC

m
ill

io
n 

to
nn

es

2007
2008

+ 9.9%

+ 0.9%

-1.5%



11

Greenhouse 
gas emissions

Ethanol, 
corn, USA

Biodiesel, 
rapeseed,  

EU

Ethanol,
sugar cane, 

Brazil

?

?

with land-
use change

Diverse impacts on climate Diverse impacts on climate 
changechange

Fossil 
fuels

0

Source: IEA and FAO

Production costs exceed net fossil Production costs exceed net fossil 
fuel prices for most major biofuelsfuel prices for most major biofuels

Source: OECD-FAO 2008

Biofuel production costs with projections for 2017
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Policy action is urgently Policy action is urgently 
neededneeded

Protect the poor and food Protect the poor and food 
insecureinsecure
Invest in agriculture and rural Invest in agriculture and rural 
developmentdevelopment
Ensure environmental Ensure environmental 
sustainabilitysustainability
Review current biofuel policiesReview current biofuel policies

Available on
FAO’s website

at

http://www.fao.org

or
http://www.fao.org/sof/sofa


