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From relative obscurity five years ago, agro-fdevelopment has catapulted to the top of the
public agenda over the past three years. This ipeme reflects several major issues:

— the potential gap between rapidly expanding con-
sumptlon of liquid fuels (especially in China amdib) and the rising cost of oil. If current
consumption patterns are to be sustained, suppten@efossil fuels may be essential to meet
the growing demand for liquid fuels.

— the current dependence on Russian and Middle
Eastern sources is placing a high cost on ‘enezgyrgty’ for the US and Europe. In addition
to the cost of the Iraq War, these states are vaithe to political pressures from oil/gas ex-
porting countries.

— the heavy use of fossil fuels has been closeketi to climate
change For politicians the support for agro-fimlelopment as substitutes for fossil fuels is
a relatively inexpensive response to the publissuee for policies to counter global warming.

* Agro-Fuels or Biofuels? - biofuels includes allfels derived from biological sources—firewood, ardam
wastes, animal fats as well as crops. The term afyrals refers to crops alone and is more accurate i
the current debate.



The resulting rapid expansion of ‘first generatiagro-fuels

(ethanol based on corn or sugar, biodiesel baseadmoia and

palm oil) over the past three years has been redeis good

news by farmers in many countries. Cereal an@edgrices,

recently at below cost of production levels, haserr 50-
100% as a result of the demand for agro-fuel festst

Farming hopes for continuing and increasing denfandgro-

fuel feedstocks are sustained by the rising pricgl@nd im-
portantly:
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The US government has mandated that agro-fuel soygpits
to conventional liquid fuels must increase fromilldm gal-
lons/yr in 2007 to 7.5 billion gallons/yr in 201FEurthermore
agro-fuel processors will continue to receive &%$@allon
subsidy for producing agro-fuels for supplementiggid fu-
els.
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The EU established a 2005 target of 2% agro-furetke liquid

fuel market rising to almost 6% by 2010. More rdkethese

targets have been raised to 10% agro-fuels by 20dmber
countries are required to at least meet thesettavg@ch will

likely drive agro-fuel development faster than #fiect of the
rising price of oil.
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In spring of this year the Canadian governmenasetgro-fuel

target of 5% for gasoline by 2010 and 2% for didge2012.
To achieve this, subsidies of 10 cents/litre of &thanol and
20 cents/litre for biodiesel have been providedddition to a
$200 million capital fund for farmer-run ethancépts.
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The connection between agro-fuel development aod fo
agriculture is complex but focuses on two issues:
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There are strong indications that the ‘age of agftical sur-
pluses’ is either drawing to a close or is now ovEne rap-
idly increasing meat and dairy products consumgtion
China and India is exerting an increasing and kengy de-
mand for feedgrains, often also affecting foodggailobal
warming effects are already making weather in focmtiuc-
ing areas more variable. While this will resultgood
yields some years and poor ones other years, #m@lbim-
pact is expected to reduce yields in many countriggese
effects are as important as the increasing denmamagfo-
fuel feedstocks. The overall effect will mean taglprices
and tighter supply for foodgrains.
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While in general increasing prices for farm pradiare
good for farmers and may increase both public aivéie
investment in agriculture in places like Africagth are
questions about who will really benefit. The protilon of
agro-fuel feedstocks including new sources likeojatha,
cassava and sweet sorghum in addition to corn, twhea

sugarcane, soy and canola must ‘connect’ to lacgkes
industrial processes demanding large quantitiesasfdard-
ized commodities. This will favour those who canduce
and supply these kinds of commodities. In develgmioun-
tries, small-scale producers may quickly be disgdidoy
large- scale industrial production, not only dejprivthem of
the new markets, but perhaps even their farm lardesel-
oping country governments try to cash in on this near-
ket.

i) Regulation of Fuels and Fuel Additives: Renewabliel Standard Program (Federal Register: Ma@@7 ZVolume 72, Number 83), US-EPA, seen at
http://www.epa.gov/fedrgstr/EPA-AIR/2007/May/Day/@T140a.htnviewed on 29 Aug 07)

if) An EU Strategy for Biofuels, SEC(2006) 142, sé&étp://ec.europa.eu/agriculture/biomass/biofuel/2666_34_en.pdiiewed on 30 Aug 07

iii) http://www.producer.com/free/editorial/news.php2&307-07-12&sec=news&sto=22ewed on 6 Sept 07
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The impacts of the consequences of agro-fuel dpvelo
ment and the related issues mentioned above oa thos
who already experience hunger may be rapid and sig-
nificant:
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3 4 —in many
developing countries, even small farmers must
purchase food from the market at some times of
the year. The urban poor must do so daily. The
price rises will hit them directly.

3 6 ! — there are a large group
of developing countries that must import food.
The cost of these imports will rise with the prices
drawing money away from their own develop-
ment.
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2 3 — given that so many of
those who are food insecure gain their livelihoods
as small farmers or farm labour, the possible nega-
tive impacts on small farmers from agro-fuel de-
velopment will pose an additional challenge to
strengthening those livelihoods.

332 4 — emergency food
aid will still be available — at a price. And that
price may increase further. Without increasing
budgetary allocations for food aid, the quantity
available will fall correspondingly. The World
Food Program is already sounding the alarm about
what this will mean for their ability to respond to
emergencies. The Foodgrains Bank will also be
similarly affected.
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While there are many concerns about the impact of
agro-fuel development on food security, it is difit

to predict with certainty what will actually happen
especially in developing countries. The Foodgrains
Bank is doing two things.
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—through the local part-
ners of our members, we will listen for and pulzkci

the stories of the actual impacts of agro-fuel tigve
ment on small farmers in their own countries.
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332 4 —given the reality of
higher prices for food aid commaodities, the Foodwga
Bank will advocate for protecting the quantity oot
aid provided by Canada. Canada has made an interna
tional commitment to provide 420,000 mt of food aid
each year under the Food Aid Convention, a promise
that has not been kept recently.
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