Food Prices Rise, Shortages Grow
by Gene Fry
	April 14, 2008 - Food prices are soaring and farmers can't keep up.  Battered by severe weather in producing countries and by a boom in demand from fast-developing nations, world wheat stocks are at 30-year lows.  In fact, grain stocks generally are the lowest, measured in days of consumption, since UN record-keeping began in 1961.  Food prices have been rising for five years and have risen rapidly in the last two.  Drought, expensive oil, and even a declining dollar add to the effects of the biofuel boom and more meat for wealthier Asians.
Higher food prices are having a huge impact on the poor, says Angel Gurria, head of the Organization for Economic Cooperation and Development.  The poorest people spend 50-80% of their income on food.  Africa is hardest hit.  Malnutrition and starvation are on the rise.  Southeast Asia is next.  600 million people on Indian farms live on less than $2 a day.  Higher food prices for them mean the difference between cooking with oil and barely eating anything.  The same problem afflicts 100 million Indonesians.  However, food aid is being scaled back considerably, as transport costs eat heavily into budgets of the World Food Program and America’s Food for Peace.
Three drivers of food price rises will continue.  First, climate change will continue to expand the area subject to severe drought.  Record drought in Australia is but one of several problems.  “The climate change factor so far is small, but it is bound to get bigger,” said Joachim von Braun, head of the International Food Policy Research Institute.
Second, high oil prices will continue.  World oil production may have peaked in 2005. Oil production is 2006 fell just short of 2005 production, while 2007 production was between 2005 and 2006 levels.  Oil shortages are not likely to go away.  High oil prices raise prices for fertilizer and pesticides, for irrigation, for some planting and harvesting, and for transporting crops.  Expensive seeds and fertilizers are out of reach for farmers in poor countries.
Third, growing demand for meat and milk, which require much more land to produce, is driven by China and India, which are still getting richer.  In China, meat consumption has risen from 20 kilograms per person in 1985 to 50 in 2006.  Each pound of beef takes about seven pounds of grain to produce.
Only the declining dollar, and perhaps the biofuel boom, seems unlikely to continue as problems for the long term.  Biofuel production may increase for a while, but governments may move away from promoting it, once they see its effect on food prices and that it exacerbates climate change.  A quarter of America’s corn crop is now being diverted to make fuel ethanol, and many acres are planted in corn instead of wheat. “Turning food into fuel for cars is a major mistake on many fronts,” said Janet Larsen, director of research at the Earth Policy Institute.  However, the US corn ethanol industry enjoys wide political support because it aids US farmers, who have suffered years of low prices.  That support is likely to continue.
	Global food prices, based on United Nations Food and Agriculture Organization (FAO) records, rose 35% over the 12 months ending with January or 40% ending in December.  Since 2002, prices have risen 65%.  In 2007 alone, by the FAO world food index, dairy prices rose nearly 80% and grain 42%.  Since 2005, the Economist’s world food price index has risen 75%.  Wheat is up 125%, corn 100%, rice 28%, according to the FAO.  Cooking oil prices are up 40%, soybeans 50%.  Further food price increases are predicted.  Even palm oil, used to make biodiesel, is at record prices.  In the US, the price for a 50-pound bag of flour rose from $16 to $40 in a matter of weeks.
	Many countries already face tough food choices. Mexico is finally considering lifting a ban on genetically modified crops, to allow its farmers to compete with the United States, where high-yield, genetically modified corn is the norm.  Many governments, including Egypt, Argentina, Kazakhstan, and China, have limited grain exports to keep more of their food at home.  Vietnam and India announced further curbs on overseas rice sales.  In response, grain futures prices have risen.  This may be the start of a “starve-your-neighbor” policy.
	Impacts are spreading.  Violent protests have hit Haiti, Egypt, Cameroon, and Burkina Faso.  Food riots have hit Uzbekistan, Yemen, Morocco, Senegal, Guinea, and Mauritania.  Unrest over food prices has spread across Africa.  Zimbabwe, Kenya, Eritrea, and Afghanistan are vulnerable and seeking aid.  So far, the protests in China and Indonesia have not turned violent.  China’s food inflation rate last year was 18%, while February 2008 prices were 23% above year-earlier prices.  In India, fruit and vegetable prices rose 20% in March alone.  Last year, tens of thousands of Mexicans protested the skyrocketing price of corn tortillas, Mexico’s staple.  Pakistan has reintroduced food rationing, for the first time in 20 years.  Russia has frozen prices of milk, bread, eggs, and cooking oil.  Yet more than half of Russia’s arable land remains uncultivated, as few Russians want to farm.
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