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What is ethanol’s impact on price of U.S. food?

Subscriptions Ag economist says many factors impact price changes

About Us by Laurie Pfeifer

Calling the ethanol industry “semi-guilty” of having a negative impact on food prices, University of
Nebraska-Lincoln ag economist Richard Perrin told members of the Nebraska Ethanol Board Friday
that other factors, such as world demand for coarse grains, play a far greater role in rising food
rices.

It was music to the ears of Ethanol Board members whose
industry is often singled out by mainstream media as the culprit
responsible for record corn prices and the more recent dramatic
rise in the cost of food.

Not so, Perrin said, at least not so on its own.

“No doubt the ethanol boom has been a big contributor to the
increases in the prices of corn and other grains, but prices for
these crops are determined in the world market and other supply-
demand factors throughout the world have affected them as
well,” he explained. “Increased ethanol demand increases grain
prices, but world population growth also increases grain prices.”

The UNL professor said in his opinion, three factors drive grain prices: ethanol demand, world
population growth and speculation.

IAccordingly, three factors also drive food prices: increased grain prices, increased energy prices and
other input prices.

Perrin said by using econometric models, it's possible to learn what might be the plausible effects of
ethanol on food prices versus other market factors.
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