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Once again the spectre of Malthusiar, catastrophe has captured the
 

headl:'nes. The worldwide shortages of food in 
 1972 and 1973 and the
 

attendant hih food, prices 
are the sixth time in the last c€tury that
 
there has been widespread conceet about food 
 shortages and famine. - And, 

'we iiro very likely to have similar periods foodof 3hortages in the future, 

Previous concerns about the world food situation focused primarily 

on .tht, ability of production to keep pace wj.th growing demand at both A
 

national and a global level. it 
 the preser,t tight world food situation,
 

a great deal of attention is alco being paid 
to Issues conaerning. (a.)
 
stabilization of, food supplies through appropriate reserqe policies, (b)
 
stabilization of world market pricea, and ( i)improved world-wide
 

dist.ributioi of 
 food whi::h ensures "adequate" suppl'Les of food to vtch 

and pcor nntions alike. 

* Paper presented at the Seminar on World Food Perspecti es,
uponscr'ed jointly by the Rockefeller an.d Ford Foundations, New York,
Iecember 141-14, 1973. 
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-- See Martiu E. Abel, 
 "Food Production Possibil.ities in the High­Iood-Drain Economies," American Journal of Agric_.ultural 8 nomics, Vol.. 50,No. 5, December 1968, for a brief historical review..
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This paper is concerned with strategies for dealing with aunual
 

variations about the long-term trends in food production or dr mand, whether
 

on a global or a country basis. The long--run t) ends in world food prod.i -ion 

and consuption ere not discussed. This has been done elscwheve.1- However, 

long-run and short-run considerations are not independent of each other.
 

To the extent to which the long-Lerm Lrends imply an inc, eased degree of 

spe&ii; ization in food produatlons among countries and a growing volume 

of inturnational trade in food, stability or .ood supplies and prices in 

an ind.vidual country are increa:jingly iniluene. by developments in other 

countries. More about this poin. later, 

Stabilization of food suppl:ies and prt-as bnpllee the existence of 

food reserves or reserve produut .on capacity whkeh .an resdfly be brought 

into production. In this paper, both aspects o: a food tesoive are
 

discussed in terms of grains. Theoe are the cournodities which form the
 

basis of moat of our food supplitts, are most su.Uavble tot szorage, and aize
 

large :omponents of international agricul;iural tade. 

Background 

Before discussing what mgh, be the ingi:edients o; a world distribution 

policy, it would be urcu., to rot.isder soaie o" Lhe important changes which 

have taken place on the world ag) ieultuca- :ene as they ce]ate to 0he 

distribution of world £ood suppl-es. L,,t- us toc us on the period sin,'e 

World War II.
 

21 See, for example, Anthony S. RoJko, Franc13 S. Urban and Jamei J.. 
Nhive, World Demand Pirospects for Grain a 1980 with 1Taphasis on Ti;ade 
b the Less Developed Xunt Aies, FAER No. ?5, ER., USDA, Dec'ewber 1i7,
and !AO: ,ricultural Commodities--Projectlons foa: 19,5 and 19,35, Vol. 1. 
and II, Food and Agriculural Organization of the United Nations, P.,te, 
1967.
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Onle Important charge hsa' bear the huxmanitarianu ! veoluti n whih 
resaulted in large groups of peoire teelg .i ob~iaL foC, wla 

of oche& peoples. As e~ minmum, large scale andfaminie Etarvatiori hat:
 
bac~ome morally intolera~ble, Thuv;, we obsrv~e fairly new
the phenomenon 

that people who ftee sta-viation !Jeua7.;;-e c.C &-tsoz nature coar-h Ps drought, 
earthquakes,, raving petits, etc. aind *iecau~cof actts of man againnt umn
 

su( h as war have a r.ighful clalmr 
 on the wiorld's f!ood su--:plles. The
 

dr;)tght-q In SOcurh Asia i~n 196.5 
 66, l966A'65-, and 1972, 73; zhe persistcnt
 

d iugh', in SUb-S~hara tf.-:Lta-a ok'ihe 
 peot .'sw yeif's, and the wars rt 

.ge't-iA an~d Bi-ngladics1 r ::ote demanmds -po f':ciz and;orJdc so~pplies er:ert
 
~i:l-nif- i.-ant u-p-!atc pze~tue onii tuod 
 p~v~The Odays when*teg.anc ceveca1 

mwclon Bengalin~ cou~utY die ol - t ;trc- Ion, L-- I.-i the iamne. ot 1943, wi~thout 

ca4usinjg a inl! lLeLpple L- 40-doi f -01i~uP i~ ~ pTCtuIce, Further­

more, this imniverfinl limranltarlsn revo.ucioa hEa sucnd an it 3hCtiuk. 

in divsi~iag tood nceds f:u elfiv~tive pult .slfo.g powei. In i.his icrspect,
 

there .s an element o' A).71dwide foad d r:.uon'hJ 
 is. Ieati-'nly 

insens.-Aive to foed p~eiarc] riatonal puj,,:hing pi:( -Fit as '.he me i-taitis-.
 

foe a1l.-ating food rrltB.
 

A second and not u3
ii~y aippriciated Otani,.e t~he kic turein iod pi 

ii the de, I~iioin- of a j n .;utb't of: -71- wM'oL'l ma4-ket~s 

for theix fored suppliet bt~vond wlia L i.i bu -p.L~t y >inbui~1~r 
inome and ')opulatlon. Thicse aizx Jad..fonr ,'ix .riou?-tre, scdoie­

tinleb .udd~:aly, away f~v or r,-tar>.:tit- nz-tit*1t i'. poiii'les tcwaco.s 

gzeate relire on ienZics. Wi ti:1-'c th-2te ai'oa Zo-i 

rational e; onoxic- reasccis which eC'gfnYi!Fe t'ie bnn,-izs oit tvade, or for 

dornentit. and intexnationai polflt.coL rea.';eni, Is not always clear. BU t 
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even though we may not be sure of the motives, the impact on the world 

food situation is clear and sometimes very pronounced. The entry in a 

big way of the Soviet Union into world grain markets in 1972 illustrates 

this point. Unlike early 1963 when the Soviet Union adjusted to a 

precipitous drop in domeati.. grain production by severe belt-tightening 

which involved liquidation of large numbers of livestock, the Soviet 

Union in 1972 decided to maintain domestic levels of food consumption 

through massive grain imports. This momentous decision may have been 

due. to a bask decision to liberalize trade pulicies and allow some 

semblance- of comparative advantage to work. But they may have also been 

motivated by the political. onsideration that food shortages helpclA to 

topple Nikita Khrushchev in the USSR and Wladyslaw Gomulka in Poland. 

Regardless of motive, the impa,,.t of the Sovieta' action on che world food 

situation is clear. One can find numerous other, th,>ugh less dramatic, 

instan.es where the de.iasions of countries to iAlow ieea autarrhtL 

agricultural and general euonamic. poli:ies har had a sudden impact on the 

demand for food in world uarketa--

Finally, the rapic! growth of inr.omea in an increasing number of 

countries has resulted in a rapiJ erpalaion of (a) d~amand lor agri, aitural 

products ani (b) agricultura] trcde. The earid ratez; of growth in ituomes 

are in part due to a growing ratIonalization of trede anud p -oduction policies 

and are not, therefore, a comple-zely exogenous fa, tok in explaining the 

growth inworld agrirultural trde. Even though gtowth in tiade banad 

3--/For ezample, the daciaions of both Taiwan and Korea te incremse 
livestock production on the basis of a modern feed industry led to it 
rapid and historically disecontinuous in.rease in feed grain imports. 

http:instan.es


5
 

on growth of income and populaion, particula:ly in the developed countries,
 

is predictable with a reasonable degree of accuracy, the results can,
 

nevertheless, be spectacular. 
For example, U.S. agricultucal exports to 

Japan increased from about $1.0 billion in fiaLal year 1969 to an estimated 

$3.0 billion in fiaval year 1974. -' 

Each uf these changes in the world food sc:ene has resulted in a
 

greater interdepeidence 
 among nations wilh respect to food supplies and
 

food prices. It has berome 
 in reasinSlv difiicult for -odntries to
 

insulate their focd po-sitions f-). events in othe:. cwuntriaa.
 

Some maJor rhanges in thie d.-rent for and supply oi foe tw cur on a
 

sytitematicz basis 
 E~nd ran be p-ed'.eted with a i.ouside:able degree of
 

cartainty. The system:.t ic 
 t'hangeo are genteral .y not overly disruptive of
 

the world loud situation. Among the main 
forcee, pkoduving regnLac growth
 

are income and populatiolo on the demand side and sustained 
productivity
 

growth vn the 
supply side. But many other lag~e *:ianges--Choae resulting 

irom nationaL .alainitice or sudden ehan~as iv ec'nomic Poll: ies-are
 

unpredictable and au ;e dLiors'::.o;
can .:er~toue In Cie -votld picture. Thus,
 

thi. benefits 
to be dc.ii.ed izpan ded aad hpeuilly m-le.nomkaliy 

rational tradce tSB bct e,.:companled by greate.2 u1Wel'talnty .cn etnrIng suppi-, 

deciand and pri'e of fcvd ina world markec..
 

Until Juet eceut.;, aft.'aLou in 10o,:id food 
u.as have Leeii kept 

within retamugable limits. This imae been due in masuc-eliLge to the 

ability ot the United. GtaLes tv i.pand agix~ltural prodtaztion in the 

1940's and to maiutain in the 1950's and 19'0's a larFe food ceser',e 

either in Lhe form of gtaln smo-ks ox idle p. udv-.rLn -pa. ityo The 

--;Oualook for U.S. Axpcrts, iouoai . Reseacch Ser.ice, 

U-S. Department of griu.i.ute, Washington, D. C., November 6, 1973. 

http:dc.ii.ed
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ability to draw on these stocks and reserve produttion capacity enabled
 

the United States to meet unpredictable food shortages such as those 

caused by the severe droughts in South Asia in 1965-66 and 1966-67.
 

It may no longer be possible for the United States to unilaterally
 

maintain a reasonable degree of stability in world food supplies and
 

prices, or at home for that matter, The growing size of world trade in 

grains and the increased instability in the world grain markets, to be
 

discussed below, imply a large level of reserve grain stocks in the United
 

States for stabilization purposes, larger in fact than would probably be
 

consistent with domestic U.S. agricultural and fiscal policy objectives.
 

A second reason why the United States should not be the sole source of
 

grain reserves is the difficulty inmoviug gxain to plaues of need due
 

to (a)the normal transaction and transport time being as long as three
 

months, (b) unforeoeen breakdowns in the transportation system su-sh &s 

dock or shipping strikes which prevent the tinely movement of grain, and
 

(c) the inability of the U.S. to carry large reserves of particular grains, 

namely rice, which are Important :o some c(ountries. 

Data on cereal production since 1955 for several ragions of the world 

are presented in figuie 1, These data ,learly show the magnitude of annual
 

variations in cereal pzodutctioi for the differenc regiois. Most: sriking 

is the large annual variations in '-he USSR. W. ace familiar lAth the 

Impact which the poor 1972 grain crop in the USSR had on world grain 

markets. Yet the decline in -:ereal produv-tivn between 1971 and 1972 of 

about 13 million tons was not: all that large conpaced t the declines in 

grain production of over 30 million tons earch between 1962 -and 1963 and 

between 1964 and 1965. Entry of the USSR into world graiu trade on a
 



7
 

300 

280 
North America 
(incl. Mexico) 

260 

240 

220 

200 

180 

o 160v-I 
USSR 

0 
r4 140 

Western Euroe 

120 

4 100 

8 
Eastern Europe 

'80 

4-e 60 
-w 6 

Latin America 
E, 

and Caribbean 
40 

20 

0 1955 1960 1965 1970 

Figure 1. Cereal Production in Major Regions of 
the World lQr .­ , 1071 



8
 

300 

280 

260 

240 

220 
Peoples Republic 

200 
of China 

Co 
0 

180 

0 

c, 160 

South Asia 

o0 140 

o 120 

1 100 

':' 80 

Cm 60 Southeast Asia 
4-' 
0 

40 East Asia 

I .... West Asia 

20 l~l Oceania 

0 1955 1960 1965 1970 

Figure 1. (continued) 



9
 

regular basis must be viewed as a mixed blessing. On the positive Eide
 

it enlarges 
the market o grain exprters. On che negative side it
 

introd ,.:es a degree 
of Instability lato world ma--kets whit h dwr Is tha 

variations in cereal production one saw in South Asia in 1965 and 1966
 
orwere seen in any other region of the woild. A gcea! del ok 
 the annual 
flue.tueatons one obsert-e,. in North Americp :e1!ed froui (ons-ious prodatf6n 

iontrol eftorts, with the exa.p~ioa oi 1910 when these was a sharp decline 

in rotn production in t:hn Unit er States dt: the , orn.,z blight.
 

As long as th USSR was no. a 
zu-joi ,ir~t vz'rid grainn trade, it 
was possible foL the .:Ated SIcer and a iev cthz, ocr.ingo;z:aien tountriea 

to ra.xy eufi lcent res ,&; to ,tob. e Li.st.: ,nd woin.d g~alu Maikels.
 
But with rhe USSIR appsren,; y i tI. tl.o-r:Jd 
 g:ii i.ket on a .cng- eri basis, 

together wi.th una etaint:l.e.3 aot ".rhat .r;ipa; --th,: : Ret,bi.- Ch.'.nat 
will hve on world grain ra"kcts, It nay ­ h to grain
 

exportets 
 to c:a r±y S'AIjAic.ent rere.tes to ira.1nr-aIa.1 s .i dl:gt[,s ofrh [ 

domestic and world p i., stabIl.Jty. This is a ntacoricdivoi of the
 

internatioaal 
 t :ade plcttie ior n.:-gu!tu,. J pvo',i,. . 

There haa recently teen a pi'thlola Ot .s.u,,kd o the need for a 
world food reserve.- T.ei:e is AdIgp ret g hat. thei'e must be 

. Wi la:d W. Co. hane, "Soi c Les on th Woici ,.c.d SitutLon "1;i':hSpecll lle-eenve co O'te Unjited g ates in 19;3-J;, presenied bexo'e theJoiut 'ont(;2.. Cimiittee, I.S. JuirJuolyes,30, .. 3; Wlilsd C,' c"ne,Feast or- F.naine: The e~laill -id and it­m of "ud d A turePotC mt14,"jim f i" tih', United Stes, Xz 7.D--. -IlanairngAs,.rzi-ion,Washington, iEC. to"th'om.1ii; Leeter k- . ion "Tm.. Need e',W.id FoodReserve," The Wall Street Journal, O t~obe:X, "0) KI; World Food Seeiurt: 
f'Proosl ev4,-GeexlFood *n1Agvitnutz'al Oxganiz tior of 
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some sort of world food reserve. But there is not as yet a consz isus 

as to the size and form whi.h this reserve should take. The laek of agree­

ment on this latter point iounderstandable when one considers that the 

need for and size of a food reserve for any one v-.ountvy dependot very much 

upon what other countries do. 

A workable world food teserve strategy could be evolved if countries 

collectively took the following steps. 

First, each country should realistically assess (a)the likely trends 

in its levels of food consumptiou and produvtion, ,b)variatLons abc'it 

these trends due to unpreditable events such as bad weat:her, (c.) :hz 

amount of food price variability which it c:an "c.mfvt.nbly" acourocRtes, 

and (d) the size of grain and type (wheat, Tice, or :oarse graine) st'oka 

required to keep food prices within this "comfortable" range of- price 

variation. This would provide a measure of desired reoere stock levelt. 

for each country in terms of different types of grain.
 

Second, each ccuntry oould deterriin what portion of its iesired 

stock it can feasibly maintain within its owv bordea . Feasibility would 

be determined by fiuanc-ial 'onsiderations, storage capacity, and .AUmatie 

(continued)
 

the United Nations, Rome, Italy, August 1973; 'Robert C. Tetru, Worle Food 
Situation--Some FAO Perspectives, Augutt 24, 1973; Don Pa'lberg, "1_a New 
Era? Or Boom and Bust?", U.S. Depattment of Agric.ulture, Nov~eber C. 1973; 
Don Paarlberg, "World Food Situation and World Focd Syatem," at.t bet:ore 
the Jo-int Subeal-ittee an Foreig-n Agicultuxal Policy and the Subi cm a.tee 
ou Agricultural Production, Marketing ed StabilizaLion oi Prices, C*Ltittee 
on Agriculture and Forestry, United States Scratc, Ot.tohei 17, 1973; E.,l L. 
Butz, "Food Security on a Global Baois," addv:ess bcdj,;re the Food and Aiticu­
tural Organization of the UnIted Nations, Rome, T,.:x:y, November 1-, 19' ; 
Toward the Interaion of World A&,-etlru-e: A Tyipexi;it t Fo-iteen 

erta from North Ame,:-a.,_Th Eucopean Cozm aity.ud .Jan, The Brook'kgs 
Institution, Washington, D. C., O,)'tober 1973; And Timothy Josling, An In.er­
national Grain Reserve Polic7, British-North Ame'ican Comittee, July 19 i. 
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and other factors which affet the length of time that grain can be kept 

in storage without suffering significant storage losses. 
 Each country
 

would than comnit itself to maintafuing 
a feasIble level of grain reserves.
 

The relationship between feasible and desired levels of stocks would vary
 

widely among countries. 
Certainly the rich, developed countries of the 

world should have little difficulty in maintaining stocks at desired levals. 

On the other hand, many poor countries would not be able to carry degired 

levels of reserve stocks because o financial or storage constraints.
 

Third, the developed countries of the world should agree to finance
 

colle tlvely a quantity of reserve sto:ks of gtains for the developing
 

countries approx.maely equal to the difference between desired and feasible 

levels. These reserve sto ks would be treated as a food aid effort an the 
part ot developed counti-ies. Not all of these stocks should be held in the
 

developed countries. 
A paTt of them, and possibly a large pact, should be
 

held in the developing countries where the unanat.Uipated need for them will
 

occur. 
However, Ic is important that the developing Countries treat the
 

grain they receive as reserve stocks and not 
let it be frittered away in
 

current consumption. 
;?ood aid needs on a reg-ilar basis to meet current 

consumption requiremnents will have to be treated as a separate issue. OtheL­

u"ase, it will h,: diffi.ult to maintain a true i'eserie stck. 

Fotuyi, It .s important that at least all tho. major countries whic:h 

are a significant factor in world Si.ain trade be willing to paticipate in 
a timeLy informat~on system iuvJ.Aving repov-ting ct: i'op prodution prMspets, 

demand xequirements and impori Unuessneeds. 4-ountrvcs are willing to make 

- ,The use of P.L. 480 grain to heJi,
 india build a buffer stock in the
late 1960's is
a good example of the kind of eifort being suggested.
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honest and tiraely assessments of their grain situations, it may be very
 

difficult to maintain a reasonable degree of price stability in world
 

grain markets.21
 

Some have suggested that there be an international organization with 

authority to determine when grain reserves are to be reduced, when they
 

are to be built up, and by what amounts. This str.-kes me as being an
 

unworkable i,:opocition for the simple 'eason that no major agricultural
 

producing or consuming country will be willing to relinqitish sovereignty
 

over its own food supplies to an international body.
 

It should be clear that any strategy or mnaitaining grain reserves 

in a particular countty depende very much on what at hee ,:ountriea do.
 

For example, the grain reserve ievels in the U;ited States 
 required to
 

achieve a given degree oi price stab:iity w .i.i be lr:e osely related 
 to the 

size of the grain reserves u viJor Lmport-nM r.o,-atries and in countries 

which experience Yfide ;nnual flu .,tua'.cns in grain p'toduction. It is, 

therefore, a valid questiou to ask wh.t shc.uld be the grain Yeserve 

policies of the United Stares undr ilter~tative assumptions about what
 

other €ountrles do.A / Thi6 io 
an important issue if, 
as I have hypothe­

sized, it Is not feasible Lo: thle United Sraies to play the sole or even 

a major role in stabilizin world grain pri-ee. 

Recent experienc:e has shown that for . ouni-y su-h as the United 

Statei, the following four xoixmic ob.Jeeti'ves are tdpOr: int. First, to 

?The za:ent agxeezn- of the USSR L3 provide ,.he Uuited Staces
forecasts of agricuJtueai -cdu,: irn ±u a i.ep .lu ti-e right direc.tln.

with 

8 'The same issues face any .tountry whic.n n a sigrntfi.ant emp:lter
of grains. 

http:markets.21


13
 

maintain a reasonable degree of food pri e stability at home. It may 
be difficult to specify what is reasonable, but the wide fluctuations 

in food prices over the past year or so can certainly be deemed as
 

unreasonable. Second, to promote the exports of a?riultural products 

on an orderly basis. 
This involves assuran.es to o,.r regular custrmers
 

that the United States is a reliable source of food products. 
 It also
 

is important for orderly planning of future production in the United
 

States by both farmers and the government. Thixd, to he.ip meet the
 

regular as well as unexpe¢ ed gtain -Import needs or Lhe 
 developing 

countries for both humanitarlan and et:nowiic deavelopmenL -reasons. And 
fourth, to contribute to overal.i stability in world g'ain marketa I 
would guess that under the u~bu.ei. market. t.onditions of recent months,
 
these four objectives appear ordar
in of pr'iorlty. Under vre stable
 

market o6nditions there might be some switt-hing in the order, partit ularly 

as between the first and aecond objectivep. 

In a world in which all the major food produt!ing and consuming 

countries were to cooperate in establishing a meaingful rood reserve and
 
a reasonable degree of price stability, as outlined earlier, it should 

be fairly easy for an :individual country such aj the United States tv 
achieve all four e,'onomi objec Lives listed above. But what should bi 
done by a i:ountry like the Unkted States if one or more oeu.tiries rep:;esent­
ing highly variable produrclon and irpoit iequiremento, ai;ch as, spy, the 
USSR or India, does not c:oopevate? Should vhey be treated with the saMe 

degree of equity a other nations? Thi. ig an imortant question iLn rhose 
years when world food demands press heavily on supplics,. 

http:assuran.es
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I would argue for the followfig approach by the United States, as a 

uajor food exporter. Primary ewphasis should be placed on assuring the 

Amevican consuer an adequate supply of food and fiber at fair and reason­

able pri~es. Second, food supplies for our regulatr c.omercial export
 

markets should be guaranteed. Az the same time, these impoz.tlng nations 

should be encouraged to maintain sto%.ka of grains (and oilseeds) in 

sufficient quantity to cushion Lheir f ood und tecd needs against unpre­

ditable shorks. Third, the United States should make a strong ,tixitment 

to meeting the variable food needs of the developing countzies. These 

nations shouLd be guaranteed At :least a !nmtnz aRounc ol food in times o.i­

tight wozld iood situatiuns, Again, the de,elo-,!,.g ;-.ountries should be 

encouraged to maintain their own food rese -,es, with the United States and 

other developing countrier providing a meaeu -of ausistuhace to develop 

ax maintain these resezve st. ,nku. Final:y, Lhos,8 ounteie which make 

little or no effort to pursue Qee.ningtul gca!n. eser-e poli, ies either on 

their cwn or in cnoperation ;ith othe. _.ountvies 5h,.Uid ke4leive low..at 

prio ity in the claiws upon U.S. grain sto-k-. kid, it Th,1ouLd be made 

cleaz to such natl.on- that when the wurld 1-oo,. si'_,iaron iv- efftremely 

tight they may not ha.e any 3 e,.13 to U, S_ grain sl.plieq. 

This latter point has ape, L. sigifin, e lot &he So) Let Uniou., 

Unil liast yee., wox1d vaia =LVrce vege jivgtiy "uvi.J. d tinr.-u the loage 

VOrIatorS I.n the USSR'l gci p, odu ".1on. 7h 1:oW appel t ha4. ro 

ehxcinged as a xesult uf ba' ,.hntgc s li thw USR':i ti..od nad egriculturi 

polildes. UnDIs the So'ej U:LJ j'tlne-:, ;J, ;4Lepe ': lni'reaae itrs 

own grain reserves and thus eken cu.. .arij-:ons n it) i doxesti. fad 

supplies, it will raise hvoc on world Zraiu .tkets -wd the United States 



15
 

should probably not treat grain sales to the USSR with any signiiant
 

degree of priority. 
The cost in tums of world market instability may be 

nw.h greater than the economli and politfial gains derived from doing business
 

with the USSR.
 

Whether the Unitad States follrvs a uniLateral reserve policy or
 

one geared to a larget interoational effort, one thing is zlear: aamely,
 

it is Imporcant for the Unitd States to lla;vy vigu1icant xeservee of 

grain (and oilseedo).9- The United States has promoted agLicultural exports 
aud orien-:ed its polit les for majot conmodities toward ,inpetL.Lon in world 

markas. Surtcess in these o erw-:t.nglyhou.wa subJected the U.S.se Afoits 


market to whnges in iuod nuppi, nld 
 rad v-odtitn3 in othber pVi-ti ol
 

the wcild. Thus, it Lhe 
 U.S. t ,. hr,. ".ca.;orable tstabi.£ity if, grain
 

pries, it.must .,,;ry nu:.t-ltiici naige gtlt±
y.-,ee 
 :o offset ,aciationu
 

in supply and dernand iod ab.oad. Y.,e te,,t ihat. thf: U.S. 
 way not be
 

able to uni1aterally ,biwlze )Id grain p'i 
ta doev not imply that it
 

should not carry eppret labtc grain 
reserves. Evr the m%- limited jbJeciJ'ie
 

of assuring stable grain .7-upplies rt holme 
 zud to vur reg%,xl: comerctal dnd
 

food aid mar'kets abroad requitef; 3izoable et-c,-,k .t pain.
 

A signftIcInt porki ot :hes'e sto-ka 
muo Lc held by the U.S. goiecn­

ment. It is nut e-.ough, es so hi PugCeed -- . ei on 
private atocks. 
 Thea- -vto,kv = eI.et ZnIot: L n .. j.y.gi'a their opera­

tifns to ptedictihi. d. elop,.stt.3 e., at:' ks cmi.stxnt with Intra-yeat 

l--For nn exl , , , o)' thii' poiat ca W.ea~d W. Coth:,arve,Feast or Famine: The 14,vei t.l" Lor1d n5 F'ood andA and ts 
o i - A.s!_±fL for.....he Uu...d.Sta..e. , The N-ti.....j-ocatr. A1. n,.L.ning

WashLngron, D. C., to',h-..miss. 

10/Farl L. Butz, "Food Se,.uri;y on a Global Baais," address before theFood and Agric-ultural Organization of the United Nations, Rome, Italy,
November 13, 1973. 
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markatings and long-term growth trends. The level of private stocks will 

be determined by comercial profitability criteria. And levels of private 

stocks will be sensitive to the degree of certainty with respect to market 

developments. Within a given marketing year farmers and traders in the 

United States can reduce price risk associated with stocks by having others
 

share this risk through a combination of government programs and use of 

futures markets. From the longer-term point of view, the regular, systematic 

growth in domestic and foreign demands also provides a basis for detormining 

"optinum" levels of private stocks. But what we are concerned with is the 

unpredictable; i.e., the large and unpredirtable perturbatioas about these 

lo ger-term treads. Farmers and private trade interests will not nor 

should not deal with these latter types of variations in the world food 

situation. These are matters of national concern and, accordingly, should 

be part of national policies and actions. 

Furthermore, food price stability inr too important an issue to be left 

to farmers and ministers of agrI'ulture. Wildly i1uctuatlng food p-ices 

raise havoc with entire evoaomies, not Just the farm oector, in both rt(h 

and poor countries. Volatile food pricen atfact the general level of 

prices; contribute to inflation to the ,xtentL thnt high foed prit e .on­

tribute to general price increaseti but the ceveree doe not hold bectuse 

of institutfonal rigiditis (it .u hard to .aegotizte wages downward); 

contribute to instability iu bel ance ot paywnets pou t'ons of count,1.es; 

and contribute to social unrest aid diat.oid. 

Toward a Re.aarch Agenda 

This paper has detIt with the issue of u.hat to do about wide fluctua­

tions in world food supplies and prices in a highly qualitative manner, 

http:count,1.es
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as have most other writings on the subject. But if governments and inter­

national institutions are serlcuo about programs for stabilir-a 
 annual
 

fluctuations in the world food situation, these programs should rest on
 

a sound analytical base. This we do not have. 

One can vlsuzlize three major ilnec of research which would provide 

a aore analytical and objective banig for forniuslti.un and operation of 

grain reserve policies and programs.
 

One line of analyses should deal with the development ot quantitative
 

models whi h link thn demand, supply and price relationhipf. of ind:'vidual 

countries through i.orld markets. This type fat &T.-lys.4s 8huld be capable 

of analyzing the impact oai world price s of major changes in agricultural 

po~iciesa and progrYeas. One exmmp e o - this Wpe of work is the study ot 

the U.S. and world £oybean markett hy Houck, Ryan and Subotnik.- !- A 

slmilat etfort for feed grains ia under ,way aL the UnOrf.,xrty of Minnesota 

iA coJlaboration with izhe Fx-oncad ieaftarch Sevvif-e of the U.S. Depurtment 

of Agrhculture.--2. 

-L/Jaes P. E.,k, M;xy E. hIyan and Ab.iha , Subotaik, SfbeAu and 
Their Products: 6awlwf.s, MeOe1, And Pel,. .Mi.uineapulis: Unlkvezi.ty of 
KE' esota PreX. -19i2 . 

-12To djate, work has beca, eipleted on as4.at ion of food grain areage
In. the Unltcd Statea. Soe, J. 1P. hoaik anli M4.E. Kyan, "Supply ,aMJ.ysii
foi Corn in the Unirec. Ftates: T",he [:ilpact c: Cblaug:ug Cc.;erZM.ent Programs," 
Ameri,-n Journal of , cultra!. 54, N. 2, May 1972:;
,MaryE. kyan and Martin E. Abol, "Cor uA-ci'a;gi Resp..)ie and the qe.z--.Aside
P0cgr=," Ardicu1. ura! Fc, uiss "I ravch, Vul. 24, No. 4, Otobcr 1972;
EIry E. Ryan and iel, "Sauppn,.up.ily. Ra-sponse ot U.F. Sorghum Acreage
to Gnvorntutnt rigrox," u?.Fura.Eccn-mivn Retwar..h, Vol. 25, Io. 2,
April 3.973; and Mry .. Ryan and Ma tin B. Aiei, "Omtz Baiflaaid.6 ,
Acreage
Response to Coverncenv .rog-was,, " VoI.25,No. 4, October 1973. Resea',.h iz ctzrrently undc... ;cav on the U.S. Aomestie 
demand and the toireign dezand and supply ott:eed grains. 

http:Unlkvezi.ty
http:T.-lys.4s
http:forniuslti.un
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Another line of research should deal with the causes and nature of
 

annual fluctuations in food production for at least the major countries.
 

We need to know much more about the probability distributions which
 

13' 14!
characterize fluctuations in production. The work by Waugh 3/ and others 4
 

suggests some promising directions for research in this area.
 

Finally, we need to know much more about the implications of measures
 

to stabilize prices for stability of produz;ers' incomes, export earnings,
 

general price level, etc. The implications will vary among comodities
 

and countries, depending on the magnitude and sources of price instability,
 

as well as on the particular stabilization scheme being considered. While
 

the theoretical literature is extensive, there are few empirical studies.1 5/
 

13-Frederick V. Waugh, "Reserve Stocks of Farm Products," Agricultural
 
Policy: A Review of Programs and Needs, Technical Papers, Vol. V,
 
National Advisory Commission on Food and Fiber, August 1.967.
 

14 See, for example, S. Noind and J. P. Houck, Buffer Stocks of Food
 
Grains in India, Economic Study Report S71-2, Department of Agricultural
 
and Applied &.ono.ics, University of Minnerota, L'ay 1911.
 

15!Examples of such work are: J. P. llouck, An Economic Analysis of 

Maize Prices in Thailand: The Effect of Recent Expert Agreements, Staff
 
Paper No. 7, Department of Agricultural Economics, Kasetuart University, 
Bangkok, Thailand, August 1972; J. P. Houck, S- e Aspects of Inc-ome 
Stabilization for Primary Producers, papec prepared for National Agricultural 
Outlook Conference, February 1972, Canberra, Australia (to be published by
Australian Journal of Agricultur%l Economics); D. I. Bateman, "Buffer Stocks 
and Producers' Incomes," Journal of Agricultural EconomLzn, Vol. 36, No. 4,
 
December 1965; K. 0. Campbell, "The Challenge of Production Instability
 
in Australian Agriculture," Australian Jouri:. of Agcicultural EF-onoics,
 
Vol. 2, No. 1, July 1958; K. 0. Campbell, "National Cormodity Stabilization
 
Schemes: Some Reflections Based on Australian Experieace," International 
Explorations of Agricultural Economics (Amcos: Iov;a State University Press, 
1964); J. H. Duloy, "More on Buffer Stocks and Prodtv:e;: Income," Journal 
of Agricultural Economic.s, Vol. 17, No. 2, Septenbe7 1966; 11. G. Grube]., 
"Foreign Exchange Earnings and Price gtabilization Schemes," Americaa 
Economic Review, Vol. 54, No. 4, June 1964; J. W. Longworth, "The Stabili­
zation and Distribution Effects of the Australian Wheat Eonomy,"
 
Australian Journal of Agricultural Economics, Vol. 11, No. 1, June 1967;
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(continued) 
F. V. Waugh, "Does the Consumer Benefit from Price Instability?" quarterl

Journal of Economice, 
August 1944; F. V. Wauh, "Consumer Aspects of Price

Instability," Economatrica, Vol. 34, No. 2, April 1966; Walter 01, "The
Desirability of Price Instability Under Perfect Competition," Econometrics.,

Vol. 29, No. 1, January 1961; end B. assell, "Price Stabilization and
 
Welfare," Quarterly Journal of Economics, May 1969.
 




