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Objectives 
Key objectives of this presentation are to; 

Provide an overview of trends in global food prices 
 
Examine the causes of soaring food prices 
 
Discuss the Food-Feed-Fuel connection 
 
Discuss policy alternatives for dealing with food price inflation 

Background 
In June 2008, prices of basic foods on the international market 
reached their highest levels in 30 years (FAO,2009) 
 
This threatened the food security of poor people worldwide 
 
In 2007 and 2008,115 million more people were pushed into 
chronic hunger as a result of increased food prices 

Causes of food price volatility 
Many poor consumers still face high or rising food prices 
The recent surge in prices is much more broad-based across food 
groups (World Bank, 2011) 
 
Many factors contributed to these soaring food prices 
 
These factors can be categorized into two; 
o Demand side factors 
o Supply side factors 

Causes of food price volatility 
 Demand side factors 
o Increased biofuel demands 
o Rising oil prices 
o Speculation 
o Exchange rate volatility 
o Population growth in low income countries 
o Income growth in emerging economies like China, India, and Brazil 
Supply side factors 
o Rising input prices, particularly energy and fertilizers 
o Restrictive export policies 
o Adverse Weather 

 
Effects of supply side factors are generally short-lived 

 

Speculation and rising food prices 
Speculation in agricultural commodity markets plays a significant 
role in rising food prices (UNCTAD, 2008) 
Emergence of futures markets for agricultural commodities has 

participants in agricultural markets 
Participants speculate on food price trends and bet on futures 
contracts  
Futures markets may increase the volatility in agricultural markets 
However, speculation is said to cause only short-term volatility but 
is not responsible for long-term rise in food prices 
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Export restrictions, Exchange rates, and 
rising food prices 

A number of countries impose export restrictions on food 
2008 USDA feed grains database shows that rice is much more 
thinly traded relative to other staples 
Only about 7% of global rice production is being traded over the 
last five years. 
The depreciation of the U.S. dollar (USD) relative to other 
currencies could account for the rise in dollar-denominated food 
prices 
Mitchell (2008) shows that the depreciation of the dollar has 
increased food prices by around 20% 

Trends in Global Food Prices 

Source: The World Bank Food Price Watch 2010 

Food prices peaked in 

in 2010  

Fig. 1: Volatility of the price of main staples in 26 countries in SSA and South Asia 

Trends in Global Food Prices 
Fig.1 presents the volatility of price of main staples in 26 low-
income countries 
The figure shows that price volatility is still a major concern in 
low-income countries 
Prices peaked in 2008, but remain high and volatile in 2009-2010 
Low-income countries have the least ability to cope with soaring 
food prices because; 
o They lack safety net programs 
o Which put their people at a greater risk of hunger 

Trends in Global Food Prices 

Trends in Global Food Prices 

a/ USD price 

Source: Food Price Watch, The World Bank 

Trends in Global Food Prices 

Source: The World Bank 
Note: January 2005=100 

Fig. 2 World Bank Food Price Index 

Food prices 
continue to 
increase 
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Trends in Global Food Prices 
From previous slide: 
Food prices (both nominal and real) rose sharply from 2006 to 
2008, reaching a peak in June, 2008. 
These price increases were driven by increases in grains prices-- 
staple foods in most low-income countries 
Food prices declined in latter part of 2008 and early 2009.  
 Between August-November 2010 the food price index rose 17% 

Trends in Global Food Prices 
Fig. 3 World Bank Food Commodity Price Indices 

Source: The World Bank 
Note 2000=100 

Trends in Global Food Prices 
Three commodity groups that drive global food prices 
o Grains 
o Fats & Oils 
o Sugar 
 
In 2008, grains, fats & oils contributed most to rising food prices 
o Price of  

Corn rose 56% 
Wheat 74% 

 
 

Trends in Global Food Prices 
Estimates of the Impacts of Main Staple Food Price Increases on Undernourishment 

Source: The World Bank 

Trends in Food Prices 
Fig. 4 Prices of Major Staples are Forecast to Remain High 

Trends in Food Prices 
Prices of wheat, maize, and rice are forecast to remain high and 
above their pre-2007 levels 
 
Both nominal and real prices are at historic highs 
 
Maize and rice prices rising faster 

Possible reasons 
o Ethanol production driving maize price 
o Export controls on rice particularly in India, Vietnam, and other Asian 

countries 
o Only 7% of global rice production is traded 
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Biofuels and rising food prices 
 

 

 

 

    The diversion of U.S. corn crop for 
ethanol production is the largest 
source of demand-induced price 
pressure (Abbott et al., 2008; 
Mitchell, 2008) 

 

Biofuels and rising food prices: 
Impact on Food Security 

Biofuels have contributed to substantially depleting grain and 
oilseed stocks globally.  
 
Collins (2008) and Lipsky (2008) found that biofuels account for 
about 60 to70% of the increase in corn prices and 40% of soybean 
price increases. 
 
Rosegrant et al. (2008) also found that the long-term impact of 
accelerated biofuel production on maize prices is about 47%.  
 

Biofuels and rising food prices: 
 Impact on Food Security 

The ethanol industry used 70% of the increase in corn production 
between 2004 to 2007 
 
The USDA estimates show that ethanol production used 31% of the 
corn crop in 2008/09 and 40% in 2010/2011. 
 
This increased corn-based ethanol demand has ripple effects on other 
crops  

Due to lost acreages 
E.g. Expansion of corn area by 23% in 2007 resulted in a 16% decline in 
soybean area 
This is partly responsible for rising prices of non-starchy food commodities 

Biofuels and rising food prices: 
 Impact on Food Security 

The largest producers of biofuels are also the largest consumers, 
including; 

 United States 
European Union 
Brazil 

This means very minimal quantities of biofuel is traded internationally 
 
The U.S. and E.U. biofuel subsidies and mandates have 

Increased domestic production and consumption 
Leading to diversion of acreage to corn for biofuel 
This implies less trade in biofuels 
Rising food prices  
Causes food security problems worldwide 
 

 

Oil prices and rising food prices 
Energy is a critical input in agricultural production 
Oil prices directly affect the prices of fertilizers and other 
chemicals used in crop production 
For wheat and corn, fertilizer prices account for15 to 20% of total 
costs (Mitchell, 2008) 
Energy price increases account for about; 

 8% of corn price increases 
 11% of soybean price increases 
 20% of wheat price increases  

Policy Responses to Food Price Volatility 
Promoting agricultural investment in developing countries 

Investments in productive infrastructure 
Irrigation systems 
Transport 
Storage 
Processing and marketing facilities 

Education, Extension and Advisory Systems 
Strengthen farmer education 
Promote technology adoption 

Food Security Strategies 
Governments, especially in developing countries, must develop policies to deal 
with food security 
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Policy Responses to Food Price Volatility 
Climate Change Mitigation and Adaptation Strategies 

Understanding impacts of changing climate on food production systems 
Most cereal crops are very sensitive to varying temperature and rainfall 
distribution 
Farmers should be educated on changing climate 
Develop climate change response strategies, particularly for developing 
countries 

Domestic and Trade Policies 
Reducing import barriers 

 
Reducing export restrictions on food 

 
Reducing trade distorting domestic policies 

Policy Responses to Food Price Volatility 
Reducing Policy Conflict between Food and Fuel 

Allowing free trade in renewable fuels and feedstock: These should be 
produced in countries where it is economically, environmentally and 
socially feasible and then exported to other countries. 
 
Encourage more efficient energy use 

In agriculture and manufacturing 
Other sustainable energy sources 

Wind and solar 
Promoting non-food (cellulosic) sources of feedstock 

Energy grasses 
Wood biomass 
Other wastes 
 

Policy Responses to Food Price Volatility 
Coping with emergency food shortages due to price volatility 

At the national level 
Governments set up national buffer stocks 

 
At the international level 

Emergency food reserves 
Humanitarian food supplies 
Non-governmental organizations 
Strengthen international agencies for rapid response 

Thank You! 
 
 
 

Questions & Comments  


