World Bank: Biofuels Drive Food Costs Up by 75%
by Gene Fry
July 18, 2008 - Biofuels have forced global food prices up by 75% - far more than previously estimated - according to a World Bank report.  “Without the increase in biofuels, global wheat and maize stocks would not have declined appreciably and price increases due to other factors would have been moderate,” says the report.  The basket of food prices examined in the study rose by 140% between 2002 and February 2008.  The report estimates that higher energy and fertilizer prices accounted for an increase of only 15%, while biofuels have been responsible for a 75% jump over that period.
	The assessment is based on the most detailed analysis of the crisis to date, by an internationally respected economist at the World Bank.  Other reviews of the food crisis looked at it over a much longer period, or have not linked these three factors, and so arrived at smaller estimates of the impact from biofuels.  But report author Don Mitchell, a senior economist at the Bank, did a detailed, month-by-month analysis of the surge in food prices.  This gave him a much closer look at the link between biofuels and food supply.
	The report argues that production of biofuels has distorted food markets in three main ways.  First, it diverted grain away from food for fuel.  A third of US corn now goes to produce ethanol and half of vegetable oils in the EU go to produce biodiesel.  Second, farmers are encouraged to set land aside for biofuel production.  Third, it has sparked financial speculation in grains, driving prices up higher.
	The World Bank assessment contrasts with US government claims that biofuels account for less than 3% of food price increases.  It adds pressure on governments in Washington, London, and across Europe, which have turned to biofuels to reduce emissions of greenhouse gases (GHGs) and reduce dependence on imported oil.  Campaigners are lobbying hard for a moratorium on the use of plant-derived biofuels.  Twenty-four Republican US Senators added their voices by asking a waiver of recently enacted biofuel requirements.
	“While politicians concentrate on keeping industry lobbies happy, people in poor countries cannot afford enough to eat,” said Robert Bailey, policy adviser at Oxfam.  Rising food prices have pushed 100 million people worldwide below the poverty line, estimates the World Bank.  They have sparked riots from Bangladesh to Egypt and Haiti.  Government ministers here have described higher food and fuel prices as the first real economic crisis of globalization.
	President Bush has linked higher food prices to higher demand from India and China.  However, the World Bank study said that rapid income growth in developing countries has not led to large increases in global grain consumption, nor was it the major factor responsible for the large price increases.  Similarly, successive droughts in Australia were only minor factors.
	"It is clear that some biofuels have huge impacts on food prices," said Dr David King, the British government's former chief scientific adviser. "All we are doing by supporting these is subsidizing higher food prices, while doing nothing to tackle climate change."  The report also points out that biofuels derived from sugarcane, Brazil’s specialty, have not had such a dramatic impact.
        For more, see www.biofuelsdigest.com/blog2/category/stock-and-financial-outlook/ and www.guardian.co.uk/environment/2008/jul/03/biofuels.renewableenergy.

