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As of the end of Spring 2007 planting in the northern latitudes, 
the disastrous impact of the global bio-energy craze can be 
seen in the huge expansion of U.S. corn acreage, the plunge of 
world grain stocks, and price shocks all along the food chain 
internationally. Transportation systems, water supply, and oth-
er infrastructure are strained to the breaking point. Soil fertility 
itself is at stake. At the same time, speculation in grain fu-
tures—“paper bushels”—on the Chicago Board of Trade, is 
setting records. Furthermore, farmers are being herded into 
participating in “carbon trading” and other whacko money-
schemes.

This is all part of the “Great Biofuels Bubble” which is a 
financial swindle; and it is causing vast harm. All the rhetoric 
about energy independence, aiding the environment, or “reviv-
ing” dying farm regions, is just a come-on. In reality, the con-
ditions are laid for famine.

Three aspects of the biofuels craze show the dynamics of 
the threat to the food supply: 1) the extent of displacement of 
land and farm capacity from food into non-food production; 2) 
the context of low world stocks of grains and other staples; and 
3) the present-day marginalization of farm regions, resulting 
from both decades of globalization, and today’s “anti-global 
warming” swindles. Summary particulars are given below; 
they are stark.

However, so far, the U.S. Congress, and institutions of other 
leading food producing nations are casting a blind eye to food 
supply threats, in deference to the financial and agro-cartels in-
volved in the stampede for bio-energy. It therefore appears as 
ironic that even Cargill and the other cartel firms that dominate 
food globalization and energy crop processing, are themselves 
issuing warnings of food shortages. They ought to know.

The May 29 London Financial Times gave a round-up of 
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such cartel warnings, from Tysons, Cargill, and others. Grego-
ry Page, the new CEO of Cargill, said that “The big risk is that 
we are sowing the seeds of unintended consequences,” refer-
ring to “distortions” in the allocation of land for energy-related 
production, and the potential for poor harvests from “weather-
related crop problems.” Cargill and ADM (Archer Daniels 
Midland) are the world’s largest biofuels makers, as well as 
grain and oilseed processors. ADM’s CEO Patricia Woertz, 
formerly a top Chevron officer, warned in May of inflation 
ahead in food and gasoline prices.

Among the most prominent shocks to the food system to 
date is the corn-for-tortillas crisis in Mexico, where as of De-
cember 2006, prices had spiked 60%! (ADM owns a major 
stake in Gruma, Mexico’s largest tortilla manufacturer, so 
ADM scores in both biofuels and food hyperinflation). In the 
United States and elsewhere, prices are soaring for livestock 
feed—cattle, chickens, and pigs.

World food relief agencies are trying to deal with the prob-
lem of skyrocketing prices for supplies. Nevertheless, at the 
present rate of U.S. ethanol expansion, half of the U.S. corn 
crop could be siphoned off into ethanol during 2008!

Food Crops Diverted to Non-Food Use
In 2000, about 6% of U.S corn production went into etha-

nol. In 2005, this had jumped up to 14% of the corn crop for 
biofuels. In 2006, 20% was converted into motor ethanol, the 
same percentage of production that typically has gone into  
U.S. corn exports in recent years.

For 2007, the latest U.S. Department of Agriculture pro-
jection is that 27% of U.S. corn production will go to ethanol, 
and corn exports will decline to 19%. But this is just early 
June, and the bounty of the harvest is far from certain. Given 
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that the United States has accounted for some 40% of all corn 
traded worldwide, any decrease in U.S. corn for food or live-
stock feed automatically constitutes a major grain supply 
problem internationally.

The U.S. crop projections were released in the May 11 
“World Agricultural Supply and Demand Estimates,” the first 
such USDA report of the year. (Starting in July, these reports 
are issued monthly, after the wheat harvest, and during the 
growing season for other crops). The May 11 USDA report 
estimates that U.S. corn acreage planted will hit 90.454 mil-
lion acres this year, a jump of 13% over last year’s 78.45 mil-
lion acres, and back to the acreage of 1944, when corn yields 
per acre were far lower than today. Corn seed shortages 
showed up regionally this Spring, in Kansas and elsewhere.

Some of this corn acreage expansion is taking land out of 
soybean and wheat plantings. The USDA estimates that U.S. 
soybean production this year might drop by 14% from last 
year, given the switch over to corn in some states, plus other 
factors.

In Mexico, a “tequila crisis” looms, as land now in the 
agave, the cactus source for the distillate—is converted to 
corn for ethanol. Fully one-quarter of all agave acreage might 
be shifted into corn during 2007.

The same kind of displacement process is hitting other 
crops around the globe. For example, Indonesia and Malaysia 
are in the throes of a mad, cartel-led rush to supply palm-oil 
biodiesel to Europe. In recent years, these two countries ac-
counted for 85% of the world’s supply of crude palm oil—a 
key part of which met the edible oil component of the Asian 
diet. But now, there is a diversion to biodiesel.

Malaysia has undergone so much deforestation for new 
palm oil plantations, that the nation is considered to have 
reached its land area limit for cultivated palm. So much new 
land in Indonesia is going into oil palms, or other biofuel re-
lated crops (sugar cane, jatropha), and so much of that is peat-
land, that gigantic clouds of smoke are created as the land is 
cleared and burned in preparation for palm planting.

On May 8, the United Nations released a report warning 
of the harmful impact of the biofuel craze on the food supply, 
and on poor populations. The document, “Sustainable Ener-
gy: A Framework for Decisionmakers,” quantified the sweep-
ing increases under way in bio-energy crop plantings of vari-
ous kinds—palm oil, corn, sugar cane, and oil 
seeds—dislocating local practices, and taking over new land 
areas. While otherwise toeing the UN line supporting “alter-
native” energy for a “sustainable environment,” the report 
states: “Use of large-scale mono-cropping could lead to sig-
nificant biodiversity loss, soil erosion, and nutrient leaching. 
Even varied crops could have negative impacts if they replace 
wild forests or grasslands.”

Low World Food Stocks
These biofuels-induced shifts in agriculture occur at a 

time of record low food reserves. The May 11 USDA report 
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projected that worldwide grain stocks of all kinds (wheat, 
rice, corn) at the end of the 2007/2008 crop year will fall to 
305.08 million metric tons (mmt), significantly below 319.79 
mmt in the 2006/2007 crop year, and far below the 390.14 
million metric tons for 2005/2006 ending stocks. Grain stocks 
per capita are at danger ratios.

The topic of food shortages came up, in terms of food aid, 
at a May 24 House of Representatives hearing on “Interna-
tional Food Aid Programs: Options to Enhance Effective-
ness,” held by the Subcommittee on Africa and Global Health, 
of the House Foreign Affairs Committee. Chairman Donald 
Payne (D-N.J.) said in his opening remarks that, the increased 
ethanol production is occasioning a rise in the “cost of corn,” 
which, in turn, is creating problems. He cited the increased 
costs for livestock feed, and the “decreased land for other 
crops.” He drew out the point that any increase in U.S. fund-
ing for food aid would not even cover the increasing costs of 
food.

But this adverse “biofuels effect” follows a 52% drop in 
the average tonnage of international food aid delivered by the 
United States from 2001 to 2006. The United States is the 
largest donor worldwide, accounting for nearly half of all aid. 
The drop has led to severe localized shortages. At the House 
hearing, Ranking Minority Member Christopher H. Smith (R-
N.J.) said that there are situations in Africa where HIV pa-
tients are well supplied with anti-retroviral medications, but 
are short of food. They are being told “to wait” for weeks or 
even months, until food might arrive.

Overall, the UN estimates that there are some 850 million 
people short of food, up from 819 million 10 years ago, when 
the UN World Food Summit pledged to reduce hunger.

Thus, given the low food reserves, and the radical biofuel 
crop shifts, a famine is set to happen if a bad weather episode 
or crop disease hits one of the world’s breadbasket areas. The 
Australian wheat crop was cut by more than half from drought 
during the 2006-2007 crop season.

On the disease front, an outbreak long dreaded by wheat 
experts has occurred. Wheat stem rust, Puccinia graminis, has 
shown up in East Africa, after first appearing in Uganda in 
1999. Dubbed Ug99, the disease has since spread to Kenya 
and Ethiopia, and as of late 2006 into Yemen, is heading into 
south Asia. At least 25% of the world’s wheat lies in the spread 
path of the fungus.

Marginalizing Farmers, Soils, Agri-Potential
Why do farmers—most of whom “know better”—go 

along with any of the biofoolery? They are trying to subsist 
and “adjust” under conditions of decades of low-cost global-
ization, instead of under policies serving national food secu-
rity. Relative to their costs of production, farmers everywhere 
have been consistently underpaid for their output for decades, 
by the cartels dominating “free” (rigged) trade. U.S. family 
farms continue to operate, due to off-farm income. Even the 
much-publicized 2007 run-up in the futures price of U.S. corn 
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U.S.-China Dialogue:
A One-Sided Affair
by William Jones

The second annual meeting of the Strategic Economic Dia-
logue (SED) in Washington on May 22-23 concluded with 
statements that were all very diplomatic and “upbeat,” Very 
few of the participants, however, were happy about the re-
sults. A main thrust of the session was badgering China about 
revaluing the renminbi, as an “easy fix” for the U.S. trade def-
icit, but at the expense of China’s own development strategy. 
The Chinese made very clear that while the RMB may be 
gradually pushed up in value, they would not be pressured 
into any radical moves.

The SED was the brainchild of Treasury Secretary Henry 
Paulson, ostensibly to bring together some of the leading Chi-
nese and U.S. economic and trade officials to discuss the rela-
tionship. In reality, it has served as a forum for haranguing 
Chinese officials into letting the renminbi float against the 
dollar.

This session of talks began on a very sour note, with ru-
mors flying that the Chinese delegation might boycott the 
meeting. In February, Washington filed a complaint against 
China at the World Trade Organization (WTO), alleging that 
Beijing provided illegal incentives that gave unfair advantag-
es to such exports as steel. In March, the United States im-
posed tariffs of 20% on high-gloss Chinese paper. And in 
April, the Administration sued China at the WTO over intel-
lectual property rights.

In addition, a group of 21 lawmakers from the Senate Fi-
nance Committee had written a letter to China’s Vice Premier 
Wu Yi, China’s chief trade official who led the delegation, 
asking her to be prepared to make “meaningful commitments” 
at this meeting. Congressional “trade hawks,” who have made 
nary a peep about how the U.S. auto industry has been sold as 
salvage to speculative pirates such as Cerberus, find it easier 
to blame China for U.S. economic woes, rather than looking 
at their own dismal policy failures.

Underneath some of the gilded diplomatic rhetoric, the 
Chinese delegates were very upset by the treatment they re-
ceived. Why did the U.S. take punitive measures against 
China one month before the reconvening of a high-level di-
alogue to discuss economic and trade issues? they ask them-
selves. Aren’t these the issues that are to be discussed be-
tween the parties of the dialogue rather than unilaterally 
determined by the U.S. side? The continual drumbeat about 
revaluing the renminbi is taken by the Chinese as an attack 
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to $4 per bushel, double the price of 18 months ago, doesn’t 
cover the farmer’s cost of producing that corn, for which a 
parity price of $7-8 is required.

Yet, for the family farmer who produces livestock, and 
gets underpaid for his meat, $4 a bushel feed-corn is a killer. 
(For the record, a U.S. bushel of corn has sold for $4 in 1996 
and in other times past, so all the “blame” on high corn prices 
for high food costs is a reductionist Wall Street Journal-style 
analysis).

This cost-of-a-bushel-of-corn question typifies the inter-
connectedness throughout the farm/food situation, all of 
which has been driven down. Soil fertility itself is at stake.

“No Soil, No Food, Or Fuel,” is the title of an article in the 
May-June issue of Successful Farming, a U.S. farm periodical 
(www.agriculture.com), which raises the question of what will 
happen to soil resources in the United States, given the ethanol 
boom. A companion article, “Saving Earth’s Skin,” opens, 
“Are we trading cheap oil for cheap soil? As industry rushes to 
grow more corn to feed fuel tanks as well as stomachs, that’s a 
question many are asking.” The danger referred to, is that if all 
biomass is constantly taken off the land—not just corn and 
wheat grain, but the corn stover, wheat straw, and switch-
grass—then no biomatter is returned to the soil. “How long 
will it be before topsoil, the thin skin that supports terrestrial 
life on this planet, slowly begins to disappear?”

Gulliver’s Travels, ‘Carbon Farming’
On top of this food supply vulnerability, comes the havoc 

in agriculture capacity caused by the lunatic proposals for 
“carbon farming,” and buying and selling carbon “allowanc-
es.” Even Gulliver, with all his Travels, would be amazed.

The whacko idea involved, is that farmers—especially in 
the U.S.—are to agree to have their arable lands and forest 
lots “monetized” in the form of licensed units that can be 
traded as an “anti-greenhouse gas” permits, on a carbon ex-
change. The scheme involves a pledge by the farmer to use 
“no-till” cropping methods—which have been around for 40 
years, in the name of preventing the release of carbon dioxide 
from the ground, because the biomass will not be churned up 
by ploughing.

The U.S. Department of Agriculture explains how the car-
bon trade works for farmers in its promotional brochure, 
“Growing Carbon: A New Crop That Helps Agricultural Pro-
ducers and the Climate Too.” It states that credits can be given 
“to agricultural producers who increase their stores of carbon 
in the soil or in trees. Producers can then save the credits or 
sell them to others (for example, to electric power companies) 
that want them in order to offset their own greenhouse gas 
emissions.”

The pitch to (underpaid) farmers: Go for the green. The 
USDA brochure says outright of carbon trade, “It could also 
create opportunities for farmers to supplement their income.”

Contact the author:marciabaker@larouchepub.com
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on the prerogative of a sovereign nation to control its own 
economic destiny.

President Bush was brought in for a session of finger-
pointing. In a White House meeting with the Chinese trade 
minister on May 24, Bush said, “I emphasized to Madame 
Wu Yi as well as to the delegation that we will be watching 
very carefully as to whether or not they will appreciate their 
currency.”

What Can China Buy From the U.S.?
Regarding the trade deficit, China has argued that it 

would be more than happy to buy more from the United 
States, if the U.S. were willing to supply those items that 
were most important for the Chinese economy in its present 
state of development. Most of the items that they really need, 
and which the U.S. could provide, fall into the category of 
high-tech products, which, under the dual-use arguments of 
technological apartheid adherents, are restricted for sale to 
China, viewed by some in the Pentagon as a possible military 
threat.

In addition, the United States has become such a rust-
bucket economy that we don’t produce as many products 
that might be of use to China. China is interested in mag-
lev trains, but we have no industry to produce them. China 
wants to rapidly expand its generation of power by nuclear 
energy, but where are they to buy them from the U.S., ex-
cept from Japanese-owned firms like Westinghouse, which 
fortunately has kept its production in the United States?

Nevertheless, China, knowing the climate that is devel-
oping in the Congress around trade issues, came to the ses-
sion with a laundry list of products that it will purchase 
from the United States. Some of these items will be useful, 

like railroad equipment and clean coal technology. 
Some of them may simply be to placate the “trade 
hawks.”

Pressure Tactics May Backfire
The recent session has significantly soured some 

Chinese leaders on the “economic dialogue,” one ana-
lyst remarked. To them, it’s beginning to look like a 
forum in which the U.S. can corral Chinese leaders, to 
wring from them more trade concessions. Scapegoat-
ing China for U.S. economic woes could result in a 
backlash from those in China who don’t believe in a 
partnership with the United States, the analyst 
warned.

But the Chinese representative made very clear in 
statements following the meetings, that the value of 
the renminbi will be a matter for the Chinese gov-
ernment alone to decide. Speaking at a banquet held 
at the conclusion of the session by U.S. business 
groups, Wu said, “I believe the floating band of the 
RMB exchange rate will be constantly expanded 
with market change. China’s exchange-rate reform 

will be advanced in an orderly way, under the principles of 
self-initiative, controllability, and gradual progress.” “In 
the meantime,” she said, “we must take measures to effec-
tively control and duly dispose of risks within the financial 
system.”

Nevertheless, China, under intense pressure, made nu-
merous concessions to opening up its economy to the finan-
cial vultures, who are eager to exploit the growing Chinese 
market, allowing greater leverage for foreign firms to begin 
dealing in brokerages, insurance operations, and renminbi op-
erations.

But in her address to the U.S. business groups, the Chi-
nese Vice Premier also made very clear that there are limits to 
how far China is willing to be pressured to come to the aid of 
a bankrupt global financial system. “Any attempt to impose 
pressure on the RMB for its considerable revaluation cannot 
help at all and could probably injure the interests of the two 
countries and the public,” Wu said.

If the United States were interested in a serious eco-
nomic dialogue with China, it would have to focus on the 
fundamental issue facing the world’s governments: to re-
place the rotten International Monetary Fund system with a 
New Bretton Woods-style arrangement of fixed currency 
rates and credit for productive development. As Lyndon La-
Rouche has emphasized, this would begin by forging an al-
liance among the United States, Russia, China, and India, 
around which other nations could coalesce. An attempt by 
the Bush Administration and/or the Democratic-controlled 
Congress to force China to finance the U.S. trade deficit by 
a major revaluation of the renminbi could open the flood-
gates to the very financial blowout, which they are so des-
perately trying to forestall.

Chinese Ministry of Foreign Affairs

Chinese Vice Premier Wu Yi, meeting with U.S. representatives in Washington, 
said that China will determine its own  financial policies, thank you, and that 
it must take such measures as it deems necessary to deal with “risks within 
the financial system.”


