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Y¢ o The impacts of agrofuels production on the rights to adequate food — Annex II
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! http://www2.ohchr.org/english/bodies/hrcouncil/special session/7/index.htm.

2 Seein particular Committee on Economic, Social and Cultural Rights, general comment No. 12: The right
to adequate food (1999), E/C.12/1999/5. See also CRC, article 24 (2) (c), and CEDAW, article 12 (2).

% General comment No. 12, para. 6.



A/HRC/9/23
Page 5

AN LS ALY Yy Yo ple gn beod ) IO Ayl B1enY) @ Y BoL 5 ity oY
Ol A 5Lz 1) LWl oY oA sl 0l 3 sl Sl e 5 p0lo s 3 0,06 835 o
Voo g By dl sl b Gl obl ) Cadsd aslul ol OLE 33U @ €0 Jola L ¢l Rizisus
dae UG+ TA f ) R e ol gt Jaall )y YN 1 3 T e oSl
Jodl e D g e 52 il 3 O B (3,0 Ay 5,080 52 3 SL 5 sda OB (Y AAE e
iSOl Yeove ale @ a3 Y A 1Y) Sl 0l 0L o paall @bl Wy il e bl s
e 0y e g8 Dol W LW G RAA as oV 3L JL o e 12T b L) L
am o Lo b 5 SISL aeened 3 din Slse o3 e V) o RAEYI Jlen B3l 0B (els ) BloyL,
1S Bl 3y Losi |z LA ok e A1 3 Jadlly o ol sl OB gy L Bpwla) 208

ESNPE Y] uﬂw;;;;: of (S ) wlaledl 2 e Y

A b 3 & el Blaw Y 3 Len VI Bl e A ) ael I 5 g d oi@fc@\g\y} y
et 3 Ue AOY oy 1,0 R RPN IR EURIEE (NI CarE N IFS N W I
ey OF (S ) e 8,000 0 il Lelb s el 5 sl o e o 15 ade O 20U 253
u_ﬁu_&uaﬂjﬁbgﬁﬁ&yu_\\Wdﬁ\;sM\&J,@;sM@pg\mﬁugM
A sdadl s g tian IS s Opde Vo s UL T, vuugu»gw\ Ou 3as 51559 L)l
CLG\J"JL’) ksf«wg,UJ db u\JgW\MJ Y.Ou r\.&du\)\.ﬁlﬁ‘\ Y) Y~YO(L9L3U\)L.LA
Q\j\_; J.EJ\}IMY~O~(L9J}L4WJALAM)T Y (bd#mu\do~wm.&&‘})\
wuwcu)dwcuw3°;ujw&3;uﬁuxu\>\L&@L;,\;JQL;\ e gadl Wyl
cl.M_M d‘j-‘-‘"‘d;’j-’ ).)\.,a_ﬁ o)\.....G\.:L@.,.l.Fv.Ua_S\) AJ.A.GY\ upj‘;d"’d)\)“)\ J}L:—\mg_}vbﬁ 4...9\))\
ASe L RIERY ubv\al\dwdf\_uew\dumdﬂ.ﬂwfdﬂ\ ‘M&Js R d\;,_n,uy
A e s, ¢ Ju\umg,u,mb L il Iz oal i Lol Uy eldadl o o Bt
2\15\]&.5\ e)M\HJﬁJJtﬁyJw&;\w\yd\i}ucup Hﬁ&w}},\fuﬂb\&ﬂw@\ﬁ&
Gulwugw.@jjﬂ\yww&,wruqu&\ aiu{.bw Y e J samd) a5
cagmzd 351 ) 3,0 dead Ll Wy 0V p e 3L Y sldsl

4 Ivanic Maros and Martin Will, ‘Implications of Higher Global Food Prices for Poverty in Low-Income

Countries’, World Bank Policy research Working paper, April 2008.

®> B. Senauer and M. Sur, ‘Ending global hunger in the 21st century: projections of the number of food

insecure people’, Rev. Agr. Econ., vol. 23(1), 2001, 68-81.

® For instance, a 2004 study from the University of Arizona (UA) in Tucson indicates that forty to fifty per
cent of all food ready for harvest never gets eaten: http://www.foodnavigator-
usa.com/news/ng.asp?id=56376-us-wastes-half.
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" http://www.fao-ilo.org/fao_ilo_rural/en/.

8 More precisely, it has been estimated that about half of those who are food insecure in the world live in

smallholder farming households ; two-tenths are landless ; one-tenth are pastoralists, fisherfolk, and forest
users ; and the remaining two-tenths are the urban poor (U.N. Millennium Project, Halving Hunger: It Can
be Done, Summary Version of the Report of the Task Force on Hunger (The Earth Institute, Columbia
University, 2005), p. 6).
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® The difficulty in identifying the best options in this regard is best illustrated by the ongoing discussion on
the impacts to be expected from the work of the Alliance for a Green Revolution in Africa (AGRA). In order
to facilitate a dialogue on the issues raised by the idea of launching a second ‘green revolution’ in the
African context, the Special Rapporteur intends to convene a multi-stakeholder meeting in December 2008.

® The report found that technological innovations in agriculture have generally favoured large-scale producers, and

their costs have been borne by small scale producers, their communities and the environment. The IAASTD report
strongly supported the potential of small-scale producers in agricultural development, pointing to the need for
dedicated support for smallholders if this potential is to be achieved, and to the need to avoid dependency on
expensive inputs such as inorganic fertilizers whose prices are closely aligned with those of oil, or on patented
seeds. In order to reduce vulnerability in the food system, it recommended relying on locally-based knowledge,
innovations, policies and investments. Participatory Plant Breeding and Farmer-Researcher groups - not exogenous
technologies - were specifically highlighted as models for successful technological development. The IAASTD
identified several areas ripe for investment and public research, among them, low-input and organic systems,
biological substitutes for agrochemicals, site-specific easily adaptable cultivars, local seed systems, and reducing the
dependency of agriculture on fossil fuels.
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' OECD-FAO Agricultural Outlook 2008-2017, 29 May 2008, at 14 and 28.

2 On current volatility in agricultural commodities, see FAO Food Outlook, June 2008, at 55-7.

3 Framework Document for proposed loans, credits, and grants in the amount of US$ 1.2 billion equivalent

for a Global Food Crisis Response Program (GFRP), 29 May 2008, at 6.
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* General comment No. 2, para. 14.

®> General comment No. 12, para. 21.
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® See for details UNICEF, Food Prices I ncreases/Nutrition Security: Action for Children, 4 July 2008.

! http://www.fao-ilo.org/fao_ilo_rural/en/.
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'8 See The World Bank, World Development Report 2008 - Agriculture for Development, Nov. 2007, at p. 43.
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2 At 28.

2l The Latin American Presidential Summit, at which 15 delegations were convened on 7 May 2008 in

Managua, did express its support for ‘an agrarian reform process, that would provide land to agricultural
producers who are currently deprived of this resource to produce food’ (‘un proceso de reforma agraria, que
provea de tierras a aquellos productores agricolas, que en este momento no tienen este recurso para producir
alimentos’).

%2 See International Land Coalition, Access to land and the food crisis: Feedback and reflections by the ILC
Secretariat on the FAO High Level Conference on World Food Security, June 2008, www.landcoalition.org.

= Fuelling Exclusion? The Biofuel Boom and Poor People's Access to Land, by Lorenzo Cotula, Nat Dyer

and Sonja Vermeulen, www.iied.org/pubs/pdfs/1255111 ED.pdf.

2 |nternational Land Coal ition, Access to land and the food crisis, cited above.
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» Implementing the internationally agreed goals and commitments in regard to sustainable development,

doc. E/2008/L.10, para. 28.

% E/CN.4/2002/200 (23 April 2002).

7 See Report of the Special Rapporteur on the Right to Food to the General Assembly, A/58/330 (2003).
® GFRP, atii.

% At 19. The CFA also encourages channelling food assistance via women and targeted interventions for

women farmers (at 13 and 16).
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% see also United Nations Conference on Trade and Development, S&o Paulo Consensus, (TD/410, 25 June
2004), para. 5.

%' This article states that ‘international action for the achievement of the rights recognized in the present

Covenant includes such methods as the conclusion of conventions, the adoption of recommendations, the
furnishing of technical assistance and the holding of regional meetings and technical meetings for the
purpose of consultation and study organized in conjunction with the Governments concerned’.

% The preliminary report of the Special Rapporteur to the UN General Assembly contains more detailed

normative references on these issues.
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B See Asbjorn Eide, The right to food and the impact of liquid biofuels (agrofuels), study submitted to the

Right to Food Unit of the FAO, May 27, 2008.

¥ Mark Rosegrant and others, ‘Biofuels and the global food balance’, cited above.

® R, Naylor, A. Liska, M. Burke, W. Falcon, J. Gaskell, S. Rozelle, and K. Cassman, ‘The Ripple Effect -

Biofuels, Food Security, and the Environment’, Environment, Vol. 49, No. 9, November 2007, at 41, citing
from FAQO’s Faostat, available at http://faostat/fao.org.
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® In defining the relationship between such guidelines as developed through an international consensus and

the international trade regime, lessons should be drawn from the Kimberley Process Certification Scheme,
which restricts trade between Kimberley participants to certified non-conflict diamonds only, and prohibits
trade between Kimberley participants and non-participants.
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3" General comment No. 12, para. 19 (referring to the failure by States to regulate activities of individuals

or groups so as to prevent them from violating the right to food of others as an instance of the violation of
the right to food).

® See para. 4.3. of the Guidelines.
° See Human Rights Council Resolution 7/1, 27 March 2008, para. 13.
0 See A/HRC/8/5 (7 April 2008), paras. 27-50.
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1 Marc Cohen and others, Impact of climate change and bioenergy on nutrition, IPFRI, 2008, at 26.

2 For details, see Concentrated Market Power and Agricultural Trade, by Sophia Murphy, Ecofairtrade

dialogue discussion papers No. 1, August 2006, at: www.tradeobservatory.org/ index.cfm?refid=89014.
* The World Bank, World Development Report 2008, at 136.
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“ OECD-FAO Agricultural Outlook 2008-2017, 29 May 2008, at p. 36.
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“ It has been reported that total index-fund investment in corn, soybeans, wheat, cattle and hogs has

increased in 2007 to more than 47 billion USD, from 10 billion USD in 2006. See David Kesmodel, L aurent
Etter and Aaron O. Patrick, ‘Grain Companies’ Profits Soar As Global Food Crisis Mounts’, The Wall Sreet
Journal, 30 April 2008, pagesAl and A14.

® Seealso the Comprehensive Framework for Action, at 27-28.

4" See also, favouring such a solution, IFPRI, High Food Prices: The What, Who, and How of Proposed

Policy Actions, 16 May 2008, at 9-10.
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“ sanjay G. Reddy, ‘Safety Nets for the Poor: A Missing International Dimension? in Giovanni Andrea

Cornia (ed), Pro-Poor Macroeconomics, Palgrave Macmillan, 2006, 144-165, here at 160.
“ TD/410, 25 June 2004, para. 75.
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% The Special Rapporteur will examine the interactions between international trade in agricultural products
and the right to food in a separate report to the Human Rights Council on a mission to the WTO.

! Seealso the proposals emanating from the International Food Policy Research Institute: J. von Braun and
N. Islam, ‘Toward a New Global Governance System for Agriculture, Food and Nutrition: What Are the
Options?', IFPRI Forum, March 2008.
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Annex |

THE GLOBAL FOOD CRISISAND THE RESPONSES OF
THE INTERNATIONAL COMMUNITY: A SUMMARY

1 This Appendix briefly recalls the origins of the current global food crisis (1.), the broader
historical context in which is can be understood (2.), the main impacts (3.), and the responses of the
international community (4.). It should be read as a complement to the initial analysis provided by the
Special Rapporteur of the global food crisis, which included data not repeated here.*

1. Theoriginsof theglobal food crisis

2. Since a number of studies have been presented on the origins of the surge in the prices of food
commodities in the international markets in 2007-2008,> a brief summary of the emerging consensus
may suffice here. While independent observers differ on the relative importance of the different factors
which have played arole - which indeed, due to their interrelatedness, are difficult to disaggregate from
one another - there is broad agreement at |east on the identity of these factors. The increase in the price of
oil led to a corresponding rise in the cost of producing food, both because of the costs of fertilizers and
pesticides and because of the transportation, packaging and processing costs, widening the wedge
between farmgate prices and prices on international markets.> It also led to a higher demand for agrofuel
feedstock, particularly maize, soybean, and palm oil, creating more competition for cropland between
food, feed for livestock, and fuel, and a surge in the demand for grain. The resulting tension between
supply and demand was accentuated, on the supply side, by other factors, some purely conjunctural,
others more structural in nature. Weather-related events in 2005-2006 led to worse-than-expected harvests
in certain major cereal-exporting countries, although the overall level of production remained stable. But
more importantly, agricultural production needs time to adapt to price signas, because it requires new
investments, the absorption of new technologies or the switch to higher-priced crops. In the current
context, the cost of energy, both for production of food and for freight, further slowed down the ability of
producers to respond to demand. And in many regions, agricultural producers have been unable to
continue improving their productivity per hectare as they have been doing since the 1960s - either
because the productivity is already such that margins for improvement are almost non-existent (as in the
EU and in the United States, Canada or Australia), or because of insufficient access to credit and
infrastructures, depleted soils, and a system of international trade in agricultural products which has
reduced agricultural production in those countries to lower-than-subsistence levels after the 1980s (as in
Sub-Saharan Africa where important margins subsist for productivity improvements).

52 See the background note on the global food crisis, wwwz2.ohchr.org/english/issues/

food/docs/SRRTFnotefoodcrisis.pdf (2 May 2008).
% See, inter alia, J. von Braun, The World Food Situation. New Driving Forces and Required Actions,
December 2007; Office for the Coordination of Humanitarian Affairs (OCHA), Background note, Global
Food Challenges, 23 April 2008; Joachim von Braun, Rising Food Prices. What Should be Done?, IFPRI
Policy Brief, April 2008; World Bank, Rising food prices: Policy options and World Bank response, April
2008; International Food Policy Research Institute, High Food Prices: The What, Who, and How of
Proposed Policy Actions, 16 May 2008; Organisation for Economic Co-Operation and Development
(OECD), Rising Food Prices. Causes and Consequences, April 2008; Donald Mitchell, A Note on Rising
Food Prices, The World Bank, Policy Research Working Paper No. 4682, July 2008; and the sources cited in
the background note referred to in the preceding footnote.

* Research from the World Bank indicates that a 10 percent rise in crude oil prices translates into a 1.6 per
cent increase in agricultural commodity prices.
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3. On the demand side, the continuation of levels of consumption in the industrialized countries,
particularly of animal protein-rich food such as dairy products and meat, which would be unsustainable if
they were to be replicated universally, and improving diets in large, fast-growing economies - although
they still lag far behind the levels of consumption achieved in the OECD countries - have further
contributed to putting pressure on the markets. These changesin diets multiply the impact of natural
population growth, which increases by about 75 million persons each year. Finally, the resulting increase
of the prices of agricultural primary commodities on the international markets was severely exacerbated
by (although not caused by) the arrival on those markets of non-commercia investors, who massively
shifted to primary agricultural commodities in 2006 and especialy 2007. While there remains
disagreement about whether this, per se, contributed to the soaring of prices, it certainly did lead to more
volatility in the concerned markets.

2. Thecrisisin historical perspective

4, There is some analogy between the current crisis and earlier episodes. Following the ail price
shocks of 1973 and 1979, sudden supply-side shocks already had sent commodity prices significantly
higher. Especialy in 1972-1973, due to wheat harvest failuresin the USSR, the prices of grain went up in
proportions comparable to those we are witnessing today. After the Soviet Union decided to buy
significant quantities of grain on the world markets, prices trebled between mid-1972 and mid-1973. Asa
result of this peak in prices, the private sector invested more into agriculture, and national policies were
set in place to encourage production. As a consequence of the resulting efficiency gains, prices were
brought down to their previous levels® The tendency towards constantly lower prices continued
throughout the 1980s and 1990s, with the exception of a small increase in 1979-1980 and during the mid
1990s. These evolutions are reflected in the rea value of the extended Food price Index of FAO. The
index reached its peak in 1974 (250) and then it has been followed by a declinein real food pricestill end
of the 1980s (100) followed by a small increase in the mid 1990s, followed by a historical low in 1999.
Between 2000-2005 it has being increasing at a rate of 1.3 per cent per year and has increased to 15 per
cent per year since 2006, reaching alevel of 160 in 2008.

WORLD FOOD COMMODITY PRICES
$UStonne
1,600

Rice Wheat Projected
Oilseed Coarse grains

April 2008

200 /—\‘_'—\—»\/__ N T —————
———
0
1971 1975 1980 1985 1950 1935 2000 2005 2010 2015 2017
All prices adjusted for inflation Vears

SOURCE: FAD/DECD

*®  Global commodities: a long term vision for stable, secure and sustainable global markets,

HM Treasury, United Kingdom, June 2008, available from www.hm-treasury.gov.uk.
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5. The structural decline in the prices of agricultural primary commodities over the last 30 years
clearly hindered the development of the agricultura sector in a number of developing countries. Prices on
the international markets were depressed due to two factors: remarkable increases in productivity per
hectare by mechanisation and the use of improved seeds and other inputs in certain developing countries
while the average wages remained low; and public support to farmers, including in the form of export
subsidies, in industrialized countries with high salaries. The result was that for many farmersin the South,
there were few incentives to produce much beyond subsistence levels, even when they could achieve such
levels - which often they could not. This was further aggravated by the retreat of the public sector from
agriculture, in part because ingtitutions such as marketing boards, because they were considered
inefficient and at times mismanaged, were dismantled following prescriptions of the internationa
financial ingtitutions, and in part because too little of the public budget was invested into agriculture, rural
services, and the development of infrastructure for the rural areas. Massive impoverishment of the rural
areas and rural flight followed. A number of countries which previously were self-sufficient in food
became net-food-importing in the 1980s.> The resulting situation was not sustainable. Even in the cases
where these food-importing countries could feed their population, particularly the growing number of
urban poor having left the countryside, thanks to relatively cheap food dumped on the international
markets, the decline of the agricultural sector made these countries extremely vulnerable to externa
shocks, and particularly to sudden rises in prices of commaodities traded on international markets. Thisis
the crisis they now face.

3. Theimpacts™’

6. The increase of 2006-2008 in the prices of food commodities on international markets was almost
unprecedented by its scale and brutality. The impact has been severe on the ability of international
agencies to provide food, especially where the levels of food aid provided by governments are calculated
in prices rather than in volumes. The surge in prices has aso increased the import bills of poor net-food-
importing countries. The food import bill of the Low-Income Food-Deficit Countries is expected to reach
US$ 169 hillion in 2008, 40 per cent more than in 2007. Developing countries as a whole could face an
increase of 33 per cent in aggregate food import bills, coming on the heels of a 13 per cent increase the
year before. The balance of payments effects of food price increases are thus significant, especially when
combined with the impacts of rising fud prices, which are often even more important. According to data
from the World Bank, Africa and Asia are the main losers from the food price increase as most of these
countries are net food importers. Most of the developed world, Russia, Latin America, and South East
Asia improve their trade balance as a result of the food price increase. However, since al food
commodity prices have not increased to the same extent, consumption patterns vary across countries and
countries tend to import some commodities while exporting others a careful anaysis is needed to
determine which countries gain and lose due to the current food price increases. In addition exchange rate
changes can lower or worsen the impact of change in international food prices. Even net food exporting
countries could worsen their trade balance if the commodities they import show far higher increase in
prices as compared to commodities they export. So a case by case analysis is needed to determine the
impact on the country level.

% Developing countries had an overall agricultural trade surplus of almost US$ 7 billion per year in the
1960s. According to the Food and Agricultural Organization (FAO), gross imports of food by developing
countries grew with trade liberalization, turning into a food trade deficit of more than US$ 11 billion by
2001 with cereal import bill for Low Income Food Deficit Countries reaching over US$ 38 bhillion in
2007/2008.

" The Special Rapporteur acknowledges the contribution of Mr. Rahul Lahoti to this part of the analysis,
for which the Special Rapporteur bears full responsibility.
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7. The map below depicts the impact on trade balances of countries:

2007 - 2008 IMPACT OF PROJECTED FOOD PRICE INCREASES ON
TRADE BALANCES

B Large losers (trade balance worsening = 1% 2005 GDP)

Moderate losers (trade balance worsening < 1% 2005 GDP)
B Moderate gainers (trade balance improving < 1% 2005 GDP)
B Large gainers (trade balance improving = 1% 2005 GDP)

Mo data SOURCE: The Waorld Bank

8. The impact of the increase of food prices on international markets has been severe on
net food buyers in countries in which the consumers are insufficiently insulated from such
impacts. Particularly at risk are the landless labourers and the urban poor. But among the
losersare also a large number of smallholders, themselves net food buyers, and who are
unable to benefit from the increase in prices on the international markets, because the increase
occurs at a time when the price of their inputs hits record levels and because they are not
connected to global supply chains®® At the same time, others have benefited: global

% |t has been argued by some analysts that since 1° poverty is concentrated in the rural areas, 2° this is
driven by low and declining food prices and 3° the net food sellers are the very poor, an increase in food
prices might have a positive impact on poverty. M. Ataman Aksoy and Aylin Isik-Dikmelik (“Are Low Food
Prices Pro-Poor? Net Food Buyers and Sellers in Low-Income Countries’, The World Bank: Washington,
D.C., 2008) argue that although there are more poor net food buyers then sellers, about half of net food
buying households is marginal net food buyers, and thus price increases will have a small effect on their
welfare. In their analysis for nine countries the average incomes of net food buyers are higher than the
average incomes of net food sellers in eight of nine countries. Thus, higher food prices will, on average,
transfer income from richer to poorer households and be pro poor. Also they argue that incomes of the net
food buying households in the rural areas depends on the expenditures of food selling households and an
increase in that might positively impact the food buying households. However, this analysis presupposes
that higher prices for food commodities on international markets will translate into higher prices at the
farmgate - an assumption which, due to the current organisation of the food production and distribution
chain, will be valid only in limited contexts, particularly in countries such as Vietham with highly
egalitarian distribution of land resources.
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agribusiness firms and food retailers,™ traders and speculators, a small number of net-food-exporting
countries and large agricultural producers, well connected to the international markets.

4. Theresponses

0. The global food crisis led to reactions in three, partly overlapping, phases. During the first phase
of the crisis, a number of Governments adopted measures on a unilateral basis, without coordination.
Some countries sought to lower domestic prices by lowering import tariffs or by imposing export
restrictions, in the form of export taxes or even export bans on certain categories of food crops. The
lowering of tariffs on imports provided temporary relief to consumers, albeit at a high fiscal cost in
countries whose public budget is heavily dependent on such tariffs. While in certain cases necessary to
respond the immediate needs of the population, export restrictions also provided such relief, but at the
risk not only of penalizing local agricultural producers and creating the wrong incentives for them, but
also of worsening the situation on the international markets. Some countries sought to rebuild largely
depleted strategic reserves of grain, even though this might have contributed further to the price spikes.
Some countries sought to strengthen support programmes for the poor, in the form of cash subsidies,
vouchers, cash- or food-for-work programmes, health and nutrition programmes, or schoolfeeding
programmes.

10. These reactions have been examined in detail elsewhere and shall not be recounted here. It should
be noted however, that some of these measures (particularly trade policy measures) sought primarily to
keep the prices low on domestic markets (or to limit their increase), for the benefit of all consumers
including those who would have been able to support higher prices, although targeted measures,
particularly social programmes aimed at the poor, would have been more efficient. It is also striking that
these measures were adopted without consideration of their impact on the ability of other countries to
feed their populations. This disregards every State's obligation to uphold the right to food, not only of its
own population, but also in other countries. It aso shows a lack of consistency, since the imposition of
export restrictions or the recongtitution of strategic reserves precisely when the prices on international
markets are high have further exacerbated the tensions on the markets and further perpetuated the very
developments such measures were seeking to react to.

11. International agencies mobilized their efforts in order to address the most immediate needs -
those of the hungry of course, but also those of the farmers who, because of the increase in the prices of
agricultural inputs, were unable to prepare for the next harvests. In December 2007, the FAO launched its
Initiative on Soaring Food Prices (ISFP). It seeks to offer technical and policy assistance to poor countries
affected by high food prices in order to help farmers improve production by facilitating access to inputs
such as improved seeds, organic and inorganic fertilizer and water. Burkina Faso, Mauritania,
Mozambique and Senegal were the first countries benefiting from the 1SFP; by June 2008, 54 countries
were covered, for a total amount of 23.8 million US$. This sum is largely insufficient, and it should be
complemented by other partners. According to FAO, the countries most affected, especialy in Africa,
will need at least atotal of US$ 1.7 billion for short-term measures during 2008-2009 just in order to start
reviving their agricultural systems. In this regard, ISFP should play a catalytic role. In March 2008, the

* It has been reported that: “Cargill, the world’s biggest grain trader, achieved an 86 per cent increase in
profits from commodity trading in the first quarter of this year. Bunge, another huge food trader, had a 77
per cent increase in profits during the last quarter of last year. ADM, the second largest grain trader in the
world, registered a 67 per cent increase in profits in 2007. Nor are retail giants taking the strain: profits at
Tesco, the UK supermarket giant, rose by a record 11.8 per cent last year. Other major retailers, such as
France's Carrefour and Wal-Mart of the US, say that food sales are the main sector sustaining their profit
increases” (GRAIN report, Making a killing from hunger, April 2008, available from:
www.grain.org/articles/?id=39).
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World Food Programme launched an emergency appea for 755 million USS$, in order to cover the
incremental costs of its original 2008 work programme, taking into account the increase in the prices of
food and fuel ; the appea gathered 1.2 billion US$, including 500 million US$ from Saudi Arabia. In
June 2008, 81 million beneficiaries required food assistance, bringing the total cost of 2008 activities with
4.9 metric tons of food to just over US$ 4.78 billion. However, it is estimated that the WFP's
requirements for food assistance programs have increased to approximately US$ 6 billion annually, as a
result of the global food crisis. And on 25 April 2008, the International Fund for Agricultura
Development announced it would make available up to 200 million US$ from existing loans and grants to
provide an immediate boost to agricultural production in the developing world. This sum could be
increased soon, since IFAD has identified 800 million US$ in undisbursed fund that might be suitable for
reprogramming in order to boost production by providing essentia inputs to farmers.

12. In order to assist countries to face their balance of payments difficulties, the International
Monetary Fund provided additional balance of payments support by augmented access to 12 countries
under Poverty Reduction Growth Facility (PRGF) arrangements, with the first in early January 2008.%
Discussions are ongoing, at the time of writing, about loosening the conditions for access to the
Exogenous Shocks Facility (ESF) and the non-concessional Compensatory Financing Facility (CFF).

13. Important though as they are, these initiatives would have been even more effective if they could
have begun earlier, prior to the first uncoordinated reactions, including hoarding by traders speculating on
higher prices and the imposition of export redtrictions by net-food-exporting States. Although
governments responded speedily to the emergency appeal of the WFP, it is smply unacceptable that, in
order to act effectively in the face of such a crisis, international agencies have to spend weeks calling
upon international donors in order to fund their response programmes: it is as if the firefighters were
being recruited after the fire has started.

14. A second phase opened with a number of high-level meetings which sought to improve
coordination between the agencies involved in addressing the global food crisis and, in part through these
agencies activities, between governments. Initiatives were adopted both at the operational and political
levels. On 28-29 April 2008, the Executive Heads of the UN specialized agencies (including the Bretton-
Woods ingtitutions), funds and programmes and the World Trade Organisation, gathered in Bern in order
to agree on a common strategy. The Chief Executives Board agreed on the need to address the crisis
through short-term measures (including through the emergency programme launched by the WFP and by
supporting developing country farmers for the next harvests), but also through short-to-medium term
measures (including support for the establishment of safety nets and income generation programmes, and
to countries experiencing balance of payments difficulties as a result of higher food and oil prices),
medium-to-long term measures (including support for improved agricultural decision-making to boost
production and productivity), and long-term measures (including further research on the impact of
diversion of food crops towards agrofuel production and support for agriculture in Africa). Many of these
components of the responses to the globa food crisis were already contained in the “New Ded for a
Global Food Policy” proposed on 13 April 2008 by the president of the World Bank Group, and endorsed
by the Development Committee of the World Bank and the Internationad Monetary Fund. The Bern
meeting reinforced inter-agency cooperation, in particular by setting up a High Level Task Force on the
Global Food Crisis (HLTF), which held its first meeting on 12 May 2008 and launched work on a
“Comprehensive Framework for Action” (CFA). A firg draft of the CFA was presented at the High-Level
Conference on World Food Security held at the FAO headguartersin Rome on 3-5 June.

% The total amount disbursed amounts to some SDR 143 million, about double the access under outstanding
loans.
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15. The CFA was finadized in mid-July. It is best described as a menu of actions, to be adapted
according to national specificities, which the UN agencies and the Bretton-Woods institutions have
identified as congtituting the best response to the global food crisis. Two sets of immediate actions are
listed. One aims at meeting the immediate needs of the vulnerable populations by improving access to
food and nutrition support and increasing food availability. This trandates not only into measures of a
humanitarian nature, but also into actions to boost smallholder farmer-led food production, and trade and
tax measures such as the use of strategic grain reserves to lower prices. Another set of actions, also to be
launched immediately, aims at building longer-term resilience and contributing to global food and
nutrition security, by expanding social protection systems; sustaining the growth of smallholder farmer
food production; improving international food markets;, and developing an international consensus on
agrofuels. In addition, a third set of actions aims at establishing better global information and monitoring
systems, particularly by better coordinating existing information systems and by developing the practice
of comprehensive assessments and monitoring.

16. The contribution of the World Bank has been significant. On 29 May, the Bank launched the
Glaobal Food Crisis Response Program (GFRP), which aims to facilitate a rapid and flexible response of
the Bank to the crisis, by (i) reducing the negative impact of high and volatile food prices on the poor, (ii)
supporting countries in designing sustainable policies that mitigate the adverse impacts of high and
volatile prices on poverty while minimizing long-term market distortions, and (iii) supporting efforts to
increase productivity in agriculture as well as market participation to ensure an adequate and sustainable
food supply response. It includes a facility drawing on a variety of funding sources, including a new
multidonor trust fund, with atotal authorized ceiling of US$ 1.2 billion.

17. At the poalitical level, a number of meetings took place which sought to achieve a consensus on
what needs to be done by governments about the crisis. The Human Rights Council convened in a specia
session on 22 May. On 20-23 May, the Economic and Social Council aso held a meeting on the issue. On
28-30 May, the Tokyo International Conference on African Development (TICAD V) adopted an action
plan and a follow-up mechanism laying out a road map for action-oriented initiatives with measurable
targets in order to promote further growth in Africa. On 3-5 June, the FAO convened a High Level
Conference on World Food Security: The Challenges of Climate Change and Bioenergy, which a large
number of heads of State and governments attended. The G8 Hokkaido-Toyako Summit adopted a
statement on global food security. Finaly, on 18 July, the General Assembly held a meeting on the food
and energy crisis, and this theme will again be on the agenda of its sixty-third session.

18. Finaly, we are now entering a third phase, one during which a new architecture for the globa
food system is being discussed, in order to improve world food security in a sustainable fashion. Building
on the “New Deal for a Global Food Policy” proposed by the World Bank® and on a French proposal, the
G8 Leaders caled for a globa partnership on agriculture and food “involving all relevant actors,
including developing country governments, the private sector, civil society, donors, and international
ingtitutions’. They stated (para. 4):

61 See The World Bank, Double Jeopardy: Responding to High Food and Fuel Prices, G8 Hokkaido-Toyako
Summit, 2 July 2008 (putting forward a 10-point action plan for a “New Deal for Global Food Policy”, for
consideration by the G8 Leaders).
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This partnership, strengthening and building on existing UN and other international institutions,
could provide efficient and effective support for country-led processes and institutions and for local
leadership, draw on the expertise in existing international organizations and, in particular, ensure
monitoring and assessment on progress. The UN should facilitate and provide coordination. As part

of this partnership, a globa network of high-level experts on food and agriculture would provide
science-based analysis, and highlight needs and future risks.

19. The statement also referred to the need to “explore options on a coordinated approach on stock
management, including the pros and cons of building a ‘virtua’ internationally coordinated reserve
system for humanitarian purposes’ (para. 6). The UN Secretary-General, in his presentation to the UN

General Assembly of 18 July 2008, fully endorsed the idea of a Global Partnership for Food. During the
next few months, discussions will continue on these proposals.
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Annex |1
THE IMPACTS OF AGROFUELSPRODUCTION ON THE
RIGHT TO ADEQUATE FOOD
1 In the broad sense of the expression, agrofuels include all biofuels produced out of agriculture

and livestock products. The agrofuels that have been the object of tremendous increase in demand and
also of fierce debates in recent years, i.e. bioethanol and biodiesel for transportation (circled in both
Diagram 1 and Figure 1), are only a fraction of agrofuels, and as Figure 1 shows, they congtitute a tiny
fraction of biofuelsin general. The debate on liquid biofuels for transportation should not obviate all the
other non-transport or stationary uses of biofuels, including biogas, firewood and even bioetanol and
biodiesel for stationary energy in rural areas. In this paper, for the ease of convenience unless specified
otherwise, the term agrofud s refersto liquid biofuels used for transport, i.e. bioethanol and biodiesdl.

Diagram 1: Biofuels by source and types®

Production side, supply Biofuel type Users side, biofuel examples

Solid: fuelwood (roundwood,

Direct woodfuels :
chips, sawdust), charcoal

Indirect woodfuels WOODFUELS Liquid: black liquor, ethanol
Recovered woodfuels Gaseous: pyrolysis gas
Fuel Solid: straw,stalks,
uel crops huks,bagasse
Animal by-products AGROFUELS Liquid: ethanol, oil diester

Agroindustrial by-
products

Gaseous: pyrolysis gas

Solid: municipal solid wastes

MUNICIPAL
Liquid: sewage sludge,

BY-PRODUCTS pyrolytic oil

Gases: biogas, pyrolytic gas

%2 Courtesy of Olivier Dubois (FAO).
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Figure 1. Contributionsof biomassto global E!orimary and
consumer energy suppliesin 2007%
Global Biomass Consumption
45 EJ (+-10)
[
. |
Traditional Biomass Commercial Biomass
for Cooking/Heating 0 EJ(+/-1)
36 EJ (4~ 9)
Biomass 24 El 4.0 E] 2.6 E]
Conversion Efficiency 25% BO% 65%
Useful Energy 0.6 EJ 3.2E] 1.7 EJ
Electricity Heat Biofuels
T I ~ T —
includes combinged 63 billion litres ethanol
heat and power | | 4 billion litres biodiesel
2. The impact on the right to adequate food of the development of bioethanol and biodiesel for

transportation occurs at three levels. Firgt, the pace of this development has significantly contributed to
the increase of the prices of certain agricultural commodities on international markets, threatening the
enjoyment of the right to adequate food. Second, a number of negative impacts on the right to food can be
expected from the methods of production of agrofuels, in the locations where such production takes place.
Third, when produced in developing countries in order to satisfy the growth of demand in industrialized
countries, agrofuels may lead to a distorted development, benefiting only a minority, and worsening the
lot of many others. These impacts are examined in turn.

1. Theimpact of agrofuels production on international prices
of agricultural commodities

3. Certain policies aimed at promoting the use of agrofuels, in the form of blending mandates or tax
breaks or subsidies for agrofuel production,* have contributed to the increase of the prices of agricultural
commodities on the international markets. Estimates vary about the percentage of price increases which

% G. Best et al., A Sustainable Biofuels Consensus, Rockefeller Foundation, Bellagio Study and Conference
Center, 2008 (based upon IEA, World Energy Outlook 2006, OECD/IEA, Paris, France, and World Energy
Assessment Overview: 2004 Update, UNDP, UN-DESA and the World Energy Council, 2004).

% For an overview, R. Steenblik, “Biofuels - At What Cost? Government Support for Ethanol and Biodiesel
in Selected OECD Countries”, Geneva: Global Subsidies Initiative of the International Institute for
Sustainable Development, 2007. The U.S. for instance has a tax credit available to blenders of ethanol of
USD 0.51 per gallon and an import tariff of USD 0.54 per gallon, as well as a biodiesel blenders tax credit
USD 1.00 per gallon. The U.S. mandated 7.5 billion gallons of renewable fuels by 2012 in its 2005
legislation and raised the mandate to 15 billion gallons of ethanol from conventional sources (maize) by
2022 and 1.0 billion gallons of biodiesel by 2012 in the 2007 Energy | ndependence and Security Act.
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can be explained by the rise in demand for cropland and feed resulting from recent initiatives, particularly
in the United States and in the European Union, aiming at encouraging the reliance on agrofuels as an
alternative to fossil fuels®™ But there is a consensus that these initiatives have has a significant impact.
The IMF estimated that the increased demand for biofuels accounted for 70 per cent of the increase in
maize prices and 40 per cent of the increase in soybean prices.®® A recent study on the factors having led
to the increase in internationally traded food prices from January 2002 to June 2008 concludes that “the
most important” of these was the large increase in biofuels production from grains and oilseeds in the
U.S. and EU. This study estimates that, while energy prices and related increases in fertilizer prices as
well as the weak dollar could explain 25-30 per cent of the increase in food commodities prices, the
remaining 70-75 per cent could be attributed to agrofuels production:

Without these increases [in the production of feed for fuel], global wheat and maize stocks would not
have declined appreciably and price increases due to other factors would have been moderate. Land use
changes in wheat exporting countries in response to increased plantings of oilseeds for biodiesel
production limited expansion of wheat production that could have otherwise prevented the large declines
in global wheat stocks and the resulting rise in wheat prices. The rapid rise in oilseed prices was caused
mostly by demand for biodiesel production in response to incentives provided by policy changes in the
EU beginning in 2001 and in the U.S. beginning in 2004. The large increase in rice prices was largely a
response to the increase in wheat prices rather than to changes in rice production or stocks, and was thus
indirectly related to the increase in biofuels. Recent export bans on grains and speculative activity would
probably not have occurred without the large price increases due to biofuels production because they were
largely responses to rising prices.®’

4. The policies of the U.S. and of the EU are singled out in this respect. In contrast, according to this
study, “Brazilian ethanol production from sugar cane has not contributed appreciably to the recent
increase in food commoadities prices, because Brazilian sugar cane production has increased rapidly and
sugar exports have nearly tripled since 2000. Brazil uses approximately half of its sugar cane to produce
ethanol for domestic consumption and exports and the other half to produce sugar. The increase in cane
production has been large enough to allow sugar production to increase from 17.1 million tons in 2000 to
32.1 million tonsin 2007 and exports to increase from 7.7 million tons to 20.6 million tons. Brazil’s share
of global sugar exports increased from 20 per cent in 2000 to 40 per cent in 2007, and that was sufficient
to keep sugar price increases small except for 2005 and early 2006 when Brazil and Thailand had poor

crops due to drought” %

% An IFPRI study suggests price increases of between 16 and 43 per cent at best and between 30 and 76 per
cent at worst, depending upon the commodity (Mark Rosegrant and others, “Biofuels and the global food
balance”, in Bioenergy and Agriculture: Promises and Challenges, Peter Hazell and P. K. Pachauri, eds.
(IFPRI, 2006); see also Marc Cohen and others, Impact of Climate Change and Bioenergy on Nutrition,
IFPRI and FAO, 2008). Others consider that in the medium-term, when markets will be operating well, the
impact on prices will be lower, averaging 5 per cent for most crops, although with significantly higher
increases for certain feedstock crops like oilseeds, maize and sugar cane (The Gallagher Review of the
indirect effects of biofuels production, The Renewable Fuels Agency, July 2008, at 57-58).

% John Lipsky, First Deputy Managing Director, IMF, Commodity Prices and Global Inflation, Remarks At
the Council on Foreign Relations, New York City, May 8, 2008.

" Donald Mitchell, A Note on Rising Food Prices, The World Bank, Policy Research Working Paper No.
4682, July 2008, at 16-17.

% 1d., at 9.
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5. Considering the impact of the increase of the international prices of food commodities on the
poorest, policies aimed at promoting the use of agrofuels from feedstock, having an inflationary impact
on staple foods, could only be justified under internationa law if very strong arguments are offered,
showing that the benefits from agrofuels outweigh the negative impacts. Indeed, the introduction of
mandates for agrofuels and the provision of subsidies encouraging the creation of a viable market for
agrofuels should be considered as deliberately retrogressive measures. Under the doctrine of the UN
Committee on Economic, Socia and Cultural Rights, a State adopting such measures has the burden of
proving that they have been introduced only after the most careful consideration of all alternatives and
provided only that they are duly justified by reference to the totality of the rights provided for in the
Covenant on Economic, Social and Cultural Rights.”

6. For the moment, the Special Rapporteur has serious doubts that this burden can be met. The main
justifications which have been put forward for the imposition of blending mandates and the granting of
subsidies to encourage agrofuels production are that this would limit the emission of greenhouse gases; that
this would ensure a security of supply, limiting the dependency of the EU and the U.S,, in particular, on
crude oil imported from politicaly instable regions; and that this would create employment. But, as aready
noted in a previous note presented by the Special Rapporteur, the first justification has been serioudy
challenged by recent scientific evidence, which demonstrates that, taking into account the full life cycle of
the product (including the shiftsin land-use resulting from an increased demand for cropland for agrofuels)
as well as the massive volumes of water required to produce fuel from crops, the hopes put in agrofudls as
an aternative to fossil fuels have been largely misplaced: indeed, with the exception of the production of
ethanol from sugarcane in Brazil, the carbon balance of other agrofuels produced from crops is potentially
very negative, particularly when land with high carbon content, such as forest or peat land, is converted to
grow agrofuels.”® The second justification is highly implausible. Agrofuels cannot constitute an aternative
to reliance on fossil fuels. This follows from a simple comparison between the shifts in the use of crops for
the production of agrofuels and the share of agrofuels in the transport fuel market: in 2007, approximately
23 per cent of coarse grain production in the U.S. was used to produce ethanol, for a share of ethanol in the
gasoline transport fuel market of 4.5 per centin 2008 ; in the EU, athough 47 per cent of vegetable oil
production was used in the production of biodiesal, causing higher imports of vegetable oil to meet domestic
consumption needs, the biodiesal share of the diesd transport fue market was 3.0 per cent.”" The U.S.
National Academies of Sciences found that even if al the corn and soybeans produced in the U.S. in 2005
were used for bioethanol production, this would only replace 12 per cent of the country’s gasoline demand
and 6 per cent of its diesdl demand.”® As to the third justification, it relates to the second level at which the
development of agrofuels may have an impact on the right to food.

% See General comment No. 3 (1990), para. 9.

™ The deforestation encouraged by the increased demand for agrofuels may be indirect. For instance, the
increased demand for maize in the U.S., aresult of the policies encouraging production of ethanol from that
crop particularly since 2004, has led to restricting the supply of soybean by U.S. farmers, attracted by the
subsidies linked to the production of maize for ethanol. The result has been the expansion of soybean
production in Brazil, at the expense of portions of the cerrado and of the Amazonian rainforest.

™ The situation of Brazil is different. They have imposed blending mandates since 1938, and it sought to
ensure its energy independence by supporting a domestic ethanol policy, Proalcool, since 1975. As a result,
54 of Brazil’s sugarcane crop goes to ethanol, for a share of gasoline transport fuel market of 40 percent.
These figures are provided in FAO, Bioenergy, food security and sustainability, High-level Conference on
World Food Security, doc. HLC/08/INF/3, April 2008, para. 7.

2 M. Muller, T. Yelden and H. Schoonover, Food versus Fuel in the United Sates - Can Both Win in the
Era of Ethanol?, Institute for Agriculture and Trade Policy (IATP), September 2007, 2, available at
www.iatp.org. The article refers to a study by the National Academies of Sciences, by J. Hill, E. Nelson, D.
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2. Theimpact on human rightsin the country of production

7. Apart from its impact on the level of certain agricultura commodities, the development of
agrofuels could have socia and environmental impacts, which also may affect the right to food as an
element of the right to an adequate standard of living. Specifically, the increased demand for crops for
fuel may raise the price of cropland, making access to land even less affordable than it is presently as
smallholders will be pit against large producers for the acquisition of land. It could lead to the eviction of
landusers whose titles to the land are insecure, or to the displacement of populations, particularly of
indigenous peoples, in order to alow for the development of large plantation-form agricultura
exploitations for the production of agrofuels.” One study estimates that as many as 60 million indigenous
people will be driven from their lands, under customary ownership, to clear the way for biofuels
plantations, if current investment plans are realized.” Because much of the bioenergy industry relies on
improved or genetically modified seeds which are protected by patents, it further aggravates the
concentration of power in agriculture in the hands of a limited number of dominant actors, mostly large
multinational corporations, further marginalizing smallholders.” In many cases, despite commendable
efforts made by the governments concerned in order to combat this phenomenon, the employment which
is created in the plantations for bioenergy crop production, because of their scale and of the concentrated
structure of ownership, is exploitative in nature.”® The expansion of monoculture plantations of soy, oil
palm, jatropha, sugar cane, maize, cassava and other fuel crops, may also have detrimental impacts on
biodiversity and an impact of diets, since in the regions affected the variety of local foods available may
be reduced. In addition, it will increase the competition for scarce water between current landusers and
bioenergy crop production, and aggravate water scarcity problems. While employment may be created by
the agrofuelsindustry - in 1997, the ethanol sector employed one million in Brazil, 65 percent of whichin
permanent jobs’” - these benefits should be measured against these impacts, and in particular the potential
violations of the right to food and the right to water which may result from such an evolution. And even if
the country as a whole stands to gain from developing the production of agrofuels, this should not be
accepted as a judtification if the situation of the most food insecure in the country worsens. indigenous

Timan, S. Polasky and D. Tiffany, “Environmental, economic and energetic costs of biodiesel and ethanol
biofuels”, 12 July 2006.

" See International Institute for Environment and Development (IIED) and the Food and Agriculture
Organization (FAQO), Fuelling Exclusion? The Biofuel Boom and Poor People’s Access to Land, by Lorenzo
Cotula, Nat Dyer and Sonja Vermeulen, www.iied.org/pubs/ pdfs/1255111ED.pdf; Rachel Smolker and
others, The Real Cost of Agrofuels: Impacts on food, forests, peoples and the climate, Global Forest
Coalition and Global Justice Ecology Project, 2008.

™ See Victoria Tauli-Corpuz and Parshuram Tamang, Oil Palm and Other Commercial Tree Plantations,
Monocropping: Impacts on Indigenous Peoples Land Tenure and Resource Management Systems and
Livelihoods, Permanent Forum on Indigenous Issues, sixth session, New York, 14-25 May 2007, doc.
E/C.19/2007/CRP.6 (7 May 2007).

™ Institute for Agriculture and Trade Policy, Patents: Taken for Granted in Plans for a Global Biofuels
Market, October 2007. According to one study, patents granted in the industrial biotechnology already
increased from 6000 in 2000 to 22.000 in 2005, predominantly for biofuel production: see IATP and IIED,
The multilateral trade and investment context for biofuels: Issues and Challenges, April 2008, at 20.

® See FIAN, Fact-Finding Mission Report on the Impacts of Agrofuels Expansion on the Enjoyment of
Social Rights of Rural Workers, Indigenous Peoples and Peasants in Brazil, April 2008.

" J. von Braun and R.K. Pachauri, The Promises and Challenges of Biofuels for the Poor in Developing
Countries, |IFPRI, 2006.
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peoples, smallholders and landless labourers are at particular risk, since these are the categories whose
situation may worsen as a result of the change of land-uses for the production of feedstock for fuels.

8. None of the above is to say that the production of fuel from crops should be condemned per se. In
fact, criteria could be developed which, agreed to by international consensus, could provide guidance to
States about the development of agrofuels on their territory and about the conditions they could impose
on theimport of feedstock for agrofuels from abroad. It isin the nature of such criteriathat different crops
would be evaluated differently. For instance, while the production of ethanol from maize has a clearly
demonstrated negative impact on food security, plantation production of sugarcane for ethanol or the
cultivation of jatropha on depleted or dry land not suitable for the production of food crops may lead to
increased welfare and reduced poverty, due to income-earning opportunities, with positive implications
for food security.”® Similarly, the imposition of such criteria could encourage practices, in particular
modes of production, which contribute most to the reduction of poverty in the source countries, and to
improving overall food security. Indeed, although in most cases the production of feedstock for fuel is
more competitive if it relies on economies of scale related to largescale industrial production, due to the
high investment cost related to processing, other forms of production may be encouraged, such as forms
of contract farming in which “the processor purchases the harvests of independent (smallholder) farmers
under terms agreed to in advance through contracts’; and smallholders could be assisted in “building
cooperatives, marketing associations, partnerships and joint ventures, and coordinating their supply into
larger production facilities will benefit smallholder participation in biofuel markets just as it holds
potential for other agricultural markets’.”

3.  Theimpact of international tradein agrofuels: shaping development
through export crops

0. The potentia impact of the development of agrofuels should also be considered at a third level.
While the demand for agrofuelsis highest in the industrialized countries, particularly the U.S. and the EU,
these countries do not have enough agricultural lands suitable to grow energy crops. In contrast to what is
the case in developed countries, large portions of land remain unused or are not under intensive use in
developing countries. Developing countries also have a comparative advantage for the production of
agrofuels through their lower wages and labour standards. In addition, while the most energy-efficient
agrofuel feedstock are sugarcane and (to a lesser extent) palm oil, these crops are best grown in tropical
and sub-tropical climates.

10. The development of international trade in agrofuels will therefore further aggravate the current
situation in which, due to the significant purchasing power of consumers in industrialized countries, a
competition will emerge between the production of food for local consumption in developing countries
and the production of feedstock for transport and other uses in industrialized countries. This is not a new
phenomenon, of course: it is one which is linked to the problem of cash crops in general, understood as
crops which are exported instead of being consumed in the country in which they are grown, and the
production of feedstock for fuel presents a certain analogy in this respect with the production of feed for
livestock, in order to meet primarily the demand for dairy food and meat in industrialized countries. What
is unique however about the demand for crops for fuel production is that this demand is much more
sensitive to price changes than demand for crops for food: while the level of consumption of calories and
even the composition of diets vary only to a small extent when prices change - households usually cut
down on education or other non-vital items before limiting their consumption of food -, the demand for

® C. Arndt and others, Biofuels, Poverty and Growth: A Computable General Equilibrium Analysis of

Mozambique, |FPRI, 2008.

™ FAO, Bioenergy, food security and sustainability, cited above, para. 25.
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fuel is much more elastic, although it is driven both by the price of oil (with which agrofuels compete)
and by the price of crops. This means that the volatility of the international markets for agrofuels may be
particularly high. Even more importantly, the demand for agrofuelsis potentially aimost infinite. Whereas
increased demand for crops for food or in order to feed livestock reaches a natural limit - the demand is
saturated at a certain level -, once crops are turned into bioethanol or biodiesdl, the level of demand can
be such that a very large proportion of crops can be used for that purpose, without arisk of saturation of
markets before long. Thus, if the production of agrofuelsisto develop in the future, it will be particularly
important to monitor the impact on the non-growers of these crops in the producing countries: for even if
the crop-growers themselves benefit from producing crops for fuel which they export to foreign markets,
the impacts could be negative on those other segments of the local population, whose food security might
suffer, for instance as aresult of the increased price of land or adiminished availability of food.



