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Section B:  Data Response

Answer EITHER Context 1 OR Context 2.
You are advised to spend at least 50 minutes on Section B.

Total for this Context: 50 marks
EITHER

Context 1

CRUDE  OIL  AND  FOOD  MARKETS

Study Extracts A, B and C, and then answer all parts of Context 1 which follow.

Extract A:   Price indices for sugar and crude oil, December 2009 to November 2010  
(1 December 2009 = 100)
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Source: official statistics, 2010

Extract B:  How crude oil markets and food markets affect each other

Global food markets and crude oil markets have become much more interrelated in recent 
years.  Changes in crude oil markets affect food markets.  Likewise, changes in food 
markets affect crude oil markets.  Composite demand and derived demand provide part of 
the explanation.

One link between food and crude oil prices stems from the growing use of biofuel as an 
alternative to petrol and diesel fuels.  Petrol and diesel fuels are both produced from crude 
oil.  Crops such as sugar and wheat, which have always been used as foodstuffs, are now 
in demand as raw materials for biofuel production.

Rising incomes in China and India have increased the demand for motor fuels.  This has 
affected the price of crude oil.  A signifi cant rise in the price of crude oil increases the 
demand for biofuel, which then results in the diversion of sugar cane and wheat away from 
foodstuffs into biofuel production.
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Extract C:  Biofuels, poverty and the environment

Some economists argue that the increase in food prices, caused by the rapid rise in biofuel 
production, is a major cause of famine and poverty in some of the world’s economies.

According to an Oxfam report, the environmental policies of rich countries and the 
replacement of traditional fuels with biofuels have dragged more than 30 million people 
worldwide into poverty.  Oxfam also says that biofuels will do nothing to combat climate 
change.

The report criticised rich countries for using subsidies and exemptions from tax to 
encourage the use of crops for biofuel rather than for food.  Rich countries were said to be 
stealing crops and land away from food production, and they were destroying millions of 
livelihoods in the process.  One adviser from the United Nations has described biofuels as 
a “crime against humanity”.

However, the President of Brazil, a major biofuel-producing country, believes that the 
biofuel boom provides poor nations with a great opportunity.  It creates a profi table export 
for farmers in Africa and Latin America that may enable them to grow their way out of 
poverty.
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0 1  Define the term ‘derived demand’ (Extract B, line 3).
[5 marks]

0 2  Using Extract A, identify two significant points of comparison between the price indices 
for sugar and crude oil over the period shown.

[8 marks]

0 3  With the help of an appropriate diagram and the information in Extract B, explain how 
rising incomes in China and India have affected the global price of wheat.

[12 marks]

0 4  ‘Some economists argue that the increase in food prices, caused by the rapid rise 
in biofuel production, is a major cause of famine and poverty in some of the world’s 
economies’ (Extract C, lines 1–2).

 Using the data and your economic knowledge, evaluate the case for and against 
governments intervening to prevent agricultural products from being used to produce 
biofuel.

[25 marks]


