


This paper 1s concerned with strategies for dealing with aunual
variations ebout the long-term trends in focd production or demand, vhether
on & global or a country basis. The lomg-run tireads in world food preduciion
and consumption are not discussed. This has been done elscwhere.2  However,
long-run and snort-run considerations are rot independeni of each other.

To the extent to which the long-term trends imply ar in¢ressed degree of
specis ization in food productions amoag countries and a growing volume

of international trade in Food, stability or food supplies and prices in
an individual country are ilncrea:uingly inrluenied by developments in other
countries. More about this poin: later,

Stabilization of ftood suppl’es anl orices lmpliee the existence of
food reserves or reserve productfon capacity which . an resdily be brought
into production. 1In this paper, both aspects of a food rescive are
discussed 1n terms of grains. These are the comnodities which form the
basis of most of our food supplics, are most sultable rov storage, and 4re

large components of internatiocnal agriculiural trade.

Buckground
Before discussing what migh' be the ingredients o s world distribution
policy, it swwould be ureiu. to rorsider some of the importent changes which
have tsken place on the vorld agricultuca® scere 28 they relate to the
distribution of world tood supplies. Lat us focus on the perlod since

World Var II.

E!See, for example, Anthony S. Rojke, Pranciz 5. Ucban and Jaues J.
Nnive, World Demand Prospects for Graina ia 1980 with inphasis on Tiade
by the Less Developed Count.cies, PAER No. 75, ERS, USDA, December 1371,
and FAG: Asricultural Coumoditles--Projectilons for 1975 and 1935, Vel. 1
and JI, Food and Agricultural Organization of the Unlted Natioms, Kcmne,
1967.
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One important change har bean the humanitarian vevolution which
tesulted in large groups of pescle feeling some obiigaticn Yor the welfare
of other peoples. As & minimun, large scale famine and etarvatlon hac
bacome worally intoiershle. Thus, we obeerve the talrly new phenomenon
that people who face starvation because ¢X gois of nature cuch as drought.,
earthquakes, ravinp pests, ete. und Lerause of acts of wan againgt nan
such as war have g righttul claim on the world's food surplies, The
droughis in South Asis In 1965765, 1966767, and 1972:73; the persistent
dcsughi In Sub~Saharva Afvica ovel the pest tev yesrs, and the wars in
Nigevia ard Bangledesh cyaste denands upan wordd feod svpplies and exert
slgniticant ucward pressuce on Food piices. The days are gone when several
mi.llon Bengalis couis die of starvation, as fo the fanine of 1943, without
crusing a sipple in tlu. Iarge wold food Buplly ana poire pleture.  Further-
more, fhils nniversal hwmanttarisn revolycion bes succeondad, as it sheula,
in divurcing food neads feum effoctive purcnanfog powes. Ta this tespect.,
there s an element of worldwide food dicvribuilion whiilsh 1s relativaly
ingens:tive to focd Frises and mitisnat purilesing poes as the me<chaulsr
for allovating food supplies.

A second and not iniiv appraciated change din the aovid food pliture
13 the devisfone of a Jacge nuwber of . yinteien noyelr on woeld markets
for thely tocd suppliec bevond what era be 20plalned mercly by grosit in
income and nopulatilon. These sr.: devdsions wich move COUNTIIeR, Stae~
times suddenly, away §vom gutar [ natioral ag:dewicn: 11 policles towacds
greater rellance on inteinulions’ (reda, wWanihier thane wovea ave foy

S

rational econcwle resscas which reveguire the beaetils of tvade, or for

domesti. and internsticnal politicel reascns, is not always cleav. But



even though ve may not be sure of the motives, the impact on the world
food situation 18 clear and sometimes very pronounced. The entry in a
big way of the Soviet Union into world grain mackets in 1972 illustrates
this point. Unlike early 1963 when the Soviet Union adjusted to =z
precipitous drop in domesti: grain production by severe belt-tightaning
which involved liquidation of large numbers of livestock, the Soviet
Union in 1972 decided to maintain domestic levels of food consumption
through massive grain imperts. This momentous decision may have been
due to a basic decision to liberalize trade pclicies and allow some
semblancs of comparative advantage to work. But they may have also Leen
motivated by the political «onsideration that food shortages helped to
topple Nikita Khrushchev i{n the USSR and Wladyslaw Gomulksa in Poland.
Regardless of motive, the impa.t of tha Scviets' action on vhe world food
situation 18 clear. One can find numerous othev, though less drametic,
instances vhere the decislons of countriee to twllow iess sutarchic
agricultural end general econcmic policies has had a sudden impact on the
demand for fcod in world markets.>

Finally, the rapid growth of fincomea in an iacreasing number of
countries has xesulted in a rapil expanalon of {a) dznand ior agri-ultursl
products and (b) agricultural trede. The vapid cates of giowth in irwomes
gre in part due to a growing rationalizarion of trede and production policies
and are not, therefore, a comple:ely ezogencus fartox in explaining the

growth in world agecirultural tsode. Even though growih im txade baned

éjrot ezemple, the daciaions of both Taiwsn and Rorea tc increase

livestock production on the basis ¢f a modern feed industry led to o
rapid and historically discontinuous increase in feed grain imports.
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on growth of income and population, particularly in the developed countries,
is predictable with a reascnable degree of accuracy, the results can,
nevertheless, be spectacular. For example, {J.S. agricultusal exports to
Japan increased from about $1.0 billiom in tiscal year 1969 to an estimated
$3.0 billion in fiscal yeas 1974.%

Each of these changes In the world food gene has resulted in a
greater interdependence among nations with tespect to tood supplies and
food prices. !t has tecome increasingly digficult for -ountries to
insulate thelr focd positions from events la other countries.

Some mafor rhanges 13 the d.mand for and sapply or focd oceur on a
systematic basis snd can be predicted with a vonglderable degrae of
certainty. The systemsiilc vhanges ara generaliy not overly disruptive of
the world tood situation. Among the mafn forvee producing tegular growth
are income and populatior on the demand side and sustained productivity
growth ¢n the supply side. But many other large -hanges--those resulting
from national calamitice or sudden changes dn economic poll-les--are
unpredictable and can . suse gerfoue disloca~son dn Ll world pleture. Thus,
the benefits to be dovived iyum axpanded aad hopatully moce a-pnomically
rtational trade cau bz 2o compenled by graater wmertalnty Tom exning supply
derard snd price of feod f{a world markecas.

Until juet vecenutly, vsriations In worid foud bide2s have Leen kept
within rergsnsble limita. ‘this tas been due in latge measuce to the
ability ot ithe United States to cxpand agvlcialtural production in the
1940's and vo maintain In the 1950's and 1950's a Lavge Sood teserwe

elither in the form of girain sto:ks or idie productien capacity. The

ifOUtlook for U.S. Apvicultural Expexts, Ecounomis Resaacch Service,
U.&. Department of Agriculiute, Vashington, D. C., November 6, 1973.
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ability to draw on these stocks and reserve produstion capacity enabled
the United States to weet 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 unilateraily
maintain a reasonable degree of stability in world food supplies and
prices, or at home for that matter, The growing slze of world trade in
grains and the Increased instability in the worid grain markets, to be
discussed below, imply a large level of reserve grain stocks Iin the United
States for stebilizaticn purposes, larger in fact than would probably be
consistent with domestic U.S. agricultural and £iscal policy objectives.

A gsecond reason why the United States should no: be the sole source of
grain reserves is the difffculty in moviug gvain to places of need due

to (a) the normal traasaction and transport time beiug a8 long as three
months, (b) unforeseen breakdowns in the transportation system gsuch &8
dock or shipping strikes which prevent the timely moveneat of graia, and
(ci the inability of the U.S. to carry large reserves of particular grains,
namely rice, which are Important to gome countries.

Data on cereal production since 1955 for several regions of the world
are presented in figure 1. These data vlearly show the magnitude of annusl
variations in cereal production for the differenc regioas. Most acriking
is the large annual veriations in :he USSR. We nre familier with the
inpact which the poor 1972 grain crop 1a the USSE had oa world grain
markets. Yet the decline in :areal produrtiun betwees 1971 and 1972 of
about 13 million tons wes ucr all that large compaced t) the declines in
grain production of over 30 miilion tons cach betweea 1962 aud 1963 and

between 1964 and 1965. Entry of the USSR into world grainm trade on a
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tegular basis must be viewed as a mixed blessing. On the positive cide
it enlarges the market of grain experters. Om che negative side it
Introdc.es 2 degree of inatability into world ma-kets which dw- fs the
variations in ecereal production ore saw in South Asiz 1n 1965 and 1966
A" were geen in any other region of tha woi'ld. A great deal of the annual
fluctustions one obgerve: in North Americe xaculied rrom ¢onslous production
vontrol eftorts, with che ex.apiion of 19/0 when there was a sharp decline
in cotn production in the Unigern Statas due ;¢ the rorn biight,

As long as thez USSR was noi a whjoi cariec fa vorid grain trade, i:
waa posslble for the Lalted Steces und 4 lev cther . 81n errocticg countyies
to carry sutficient ceszvan to stubzilze domazt!e snd world giain masker sy,
But with rhe USSR appezent iy fa tha wovld giele we. ket on g long-tern basis,
together with wneeetalitiez sloat what impas o the Proples Renubiic of China
will hase on world grsin wackets, 1t may ao tongers be Feusihle to grain
expoxrteds Lo carcy suirfeient veserves to maintsina tloverical degreues of
domestic and world prlce stabliity. This 59 o Wtor now dimonaton of the

internaticaal trade pilvtere for sgricultuaal procecia.,

Stvateqy Yor the Yurure

There haw recently teen a plethora of d¢ig.u-slun of the nced for e

o
g

world food reserve.~ Tleve is wildaspresd apizenarns that theve must be

——

z'willand W. Corhrane, "Some Neies on the Woild Faod Sdtusiion sith
Sreciul Reterence o che United Staies in 19/3-:49." presenied bercre the
Jolut Hvoncaie Comnittee, U.S, Coagress, July 30, 1573; Willaed W, Crc'wrene,
Feast or Frumuine: Tha Uniewiain Hordd of Yeud and Aprdvuiinre and it3
F;Ricy Jmplicationa foi the United Sisres, Nurlene) Planaing Assorlzclen,
Washington, D.C., forthromlng; Lester K. Bioun, "The Need tov & World Food
Reserve,” The Wall Srreet Journal, Oitobe: 3G, 19°3; Yorid Focd Securiiy:
Propesal of the Ulrect.i—Generai, Foed ani Agricukte:al Orgenizatlon of
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aome sort of world food raserve. But there 18 not as yet a consc \8us

as to the size and form which this reserve should take. The lack of agree-
ment on this latter point is understandable when one considecs that the
need for and eize of a food teserve for any one country depends very much
upon what other countries do.

A workible world food teserve strategy couid be evolved if countries
collectively took the following steps.

First, each country should realistically assess (a) the likelv trends
in its levels of food consumption and production, (b} variations abaut
these trends due to unpredicteble events such as bad weacher, (c¢) <hi
emount of food price warisbility which it can "comfuitably" acromoc Rte,
ard (d) the gize of grain and type (vheat, rice, or coacse grains) storks
required to keep food prices within this "comiforxiable" range of price
variation. This would provide a measure of desired reserve stock levely
for each country in terms of different types of grain.

Second, each ccuntry chould deteirmine whai portion of 1ts iesired
stock it can feasibly maintain within {ts owu boxdeis. Feasibility would

be det~mmined by fipancisl considezatione, storage vapacity, and limatic

(continued)

the United Nations, Rome, Italy, August 1973; Robert C. Tetro, Worlc Food
Situation--Some FAO Perspectives, August 24, 1372; Don Paaviberg, "iza New
Era? Or Boom and Bust?", U.S. Department of Agri-ulture, November ¢. 1973;
Don Paarlberg, "World Food Situation and World Focd System,' stateme:\ befors
- the Joiat Subrommittea on Foreizn Agrilcultural Policy and the Subcoma .tee
on Agricultural Production, Marketing &ud Stabilization of Prices, Convittee
on Agriculture and Foreatry, United States Scnate, Octobey 17, 1973; E.rl L.
Butz, 'Pood Security on a2 Globzl Baels," address beicre the Food znd Artleul-
tural Organization of the United Natione, Rome, Ttoly, November 153, 1971;
Towsrd the Integration of World Agriculture: A Triperiice Report by Fo:yveen
Experts from North America, Tha Eucopean Communifty, snd Japsa, The Ecroobings
Institution, Washingtou, D. C., Ortober 1973; and Tiuothy Joaling, Aa In:er-
national Grain Reserve Policy, Britigh-North Ame:ican Committee, July 19 .
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and other factoras which affect the length of time that grain can be kept

in storage without suffering eignificant Btorage losses. FEach country
would Chen comsit 1{tself to maintaining a feasible level of grain reserves.
The relationship batween feasible and desired levels of stocks would vaxy
widely among countriles. Certainly the tieh, developed countries of the
world should have 1ittle difficelty in maintaining stocke at desired levels,
On the other hand, many poor countries would not be able to carry desired
levels of reserve stocks because of financial or storage constraints.

Third, the developed tountries of the world should agree to finance
collectively a quantity of reserve stocks of grains for the developing
countries approximaiely equal to the diffarence hetween desired and feasible
levels. These reserve stocks would be trcated as @ food ald effort on the
part of developed countyies. Not all of these stocks should be held 1in the
developed countries. A part of them, and poseibly a large part, should be
held in the developing countries where the unantlcipated need for them will
occur. However, ic is important that the developing countries treat the
grain they recelive as reseive stocks and not let it be frittered away in
cuirent consumption. Food aid needs c¢n a regular basia to meet current
consumption requirements will have to be treated ss & separate issue. Other—
wige, it will Lo difficult to maincain a true reserve stcck.ﬁ,

Fovrrii, 1t ‘s important that at least ail tho majoyr countries which
are a significan: factor in worid gvain trade be williag to participate 1in
2 timely information system involving repovting ot «rop preducition prospects,

demnnd requirements and import needs. Unless countriea are willing to make

8 The use of P.L. 480 grain to hel, fndia build a butfer stock in the
late 1960's 1s a good example of the kind of erffort being suggested.



kd

bonest aud timely assesements of zheir grain situations, it may be very
difficult to maintain a reasonable degree of price stability in world
grain narkets:zj

Some have suggested that there be an iuternetional organization with
authority to determine when grain ceserves are to be reduced, when they
are to be built up, and by vwhat amounts. This strikes me as being an
unvorkable propoeition for the simple wesson that no major agricultural
producing or consuming country will be willing to relinguish govercignty
over its own food supplies to an imternstional bady.

It should be clear chat any strazegy for maiataining grain reserves
in a particular countey depends very much on what other countries do.
FPor example, the grain reserve ievels in the Upited Stater required to
achieve a given degree of price stability will be irnvecsely related to the
size of the grain reterves in wijor {mmorting covatries and in countries
vhich experience wide cnnual Fluctuat: cns ip grain production. It {is,
therefore, a valld guestZou to ask whit shculd be the zrailn reserve
policies of the United Stares under zlteraative cssumpt lons absut what
other countieies do.éj This 1o an iwportant issue if, as I have hypothe-
sized, it 18 not feasible ior the United Staces to play the sole ov even
a major role in stebilizipz worid grain prices.

Recent experience hug shows that for = couni¢y su:h as the Unjced

Stated, the following four economic objectives are luportant. ¥First, to

#
-Z‘The racent agreemert of rhe USSR va provide rhe United States with
fcrecasts of agriculturel wecducticon 1o @ siep in the cight direction.
I
~'The same issues face any tountry whicn ic a signiiicant exporter
of grains.
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maintain a reasonable degree of food prive stabllity at home. It nay
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 aericultural products
on an oxderly basis. This inwolveg 4ssurance to o'.r regular custcmers
that the United States is a reliable source of food producte. It also
is important for orderly plannimg of future production in the United
States by both farmers and the govermment. Thivd, to help meet the
regular as well asg unexpes ted grain import needs of ihe developing
countries for both humanitarian and ecenomic development reasons. And
fourth, to contribute *o overall stability in worid grain mzrketas. I
would guess that under the tucbule-y market. conditions of recent months,
these four objectives appear in ordar of priority. Under more stable
market @onditions there might be some switching in the order, partiiularly
as between the tirst and second objevtivee,

In & world in which all the major food producing and consuming
countries were to cooperate in establlishing a meaningful rcod reserve and
a rxecadgonable degree of price stability, as ocutlined earlier, it shouid
be failrly easy for an individusl country such a3 the United Statesg to
achieve all four evonomlc objeciives listed sbove. But what should be
done by a country iike the Undteg States if one oy more Countries rep.resent-
ing highly variable produrtfon and import sequirements, such 83, szy, the
USSR or 1lndia, does not coopuvatel  Should vhey be treated with the si:me
degree oif equity as other natrions? Thie 16 aa Important guestion in hose

years when world food demauds press hesvily on supplics.
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I would argue ior the follow!ng approach by the United States, as a
major food exporter. Primary emphasis should be placed on assuring the
Ameyican consumer an adequate supply of food and fiber at fair and reason-
able prices. Second, fcod supplies for our Yegwiar coamercial export
warkets should be guarenteed. Al the came time, (hese juzporting rations
should be ancouraged to maintain stovks of grzina (and oilseeds) in
sufficient quantity to cushion their food and tacd needs against unpre-
dictable shorka. Thivd, the United States sheuld make a stvong comnitment
to meeting the variable food reeds ot the devzloping countries. Theage
nations should be guaranteed at lecst a @'nunum awount of tood In Zimes ol
tight world foed situstiuns. Agein, the develoning wountries should be
encturaged to maintain thelr own tood rese:ves, with the United States and
other developing countries providing a measui e of agsistuace to develop
aw: maintain these reserve storks., Finally, (hose countries which nake
little or nv effort tv pursue mzeningful gralc reserve pcli fes eilther un
thelr cwn or in cooperatfon with othey vountyies gshoudd cecelve lowast
prioyity in the clainms upon U.5. grain sto:ks. And, it should be nade
clesy to such natiops that ~vhen the wurid food situatlon fe crtremely
tight they may not have any ac.eis to U. 5. graln supslies,

This latter point has spes L:l signiflience for che Sovwlet Unious
Until last yeexr, world grain marbece were jarpesy fusulatad troa the large
variations 1o the USSR's grain p.odu-ilon. Fhobt nod appesi3 to have
chunged 23 a result of bari. <hauges In the USSR'a tuod aed egrieultural
policiea. Unless the Soviet Unluin takes eowe wajoer wiepe Ue increase 1ta
own grain resecvas and thug even oue variavions in its domesti. food

suppliea, 1t wiil rsise hzvor oo worid grein zsrkecs and the United Stacea
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should probably not treat grain sales to the USSR with any significant
degree of priority. The cost in tarms of world market instability may be
much greater than the economic and politiral gaina derived from doiug business
with the USSR.

Whether the Unitad States follews a unilateral reserve policy oy
one geared to a larger international eftort, one thing is =lear: namely,
it is imporcant for the Unitad States to ravty eignificant rveserves of
grain (and oilseeda).gf Tue United States has prumoted agiicultural exports
eud oriented its polivies tor major commodities toward \ompetitlon in worlid
markats. Sucress in these iwo efforts how lve reasingly subjected the 1.8,
market io changes in fuod aupp iy and desaxd conditdons in other purts of
the wild. Thus, it the U.S. ig o hav- vcasorable gtabitity in grain
prices, ir must coury purtieiesly sarge pasin xaseives to obfset vaciations
1n supply and demend 3t homa acd abioad. e tecr thet the U.S. may not he
able to unilaterally siabilize world grain prires does not imply thaz ir
should not rarxy eppreciabie srain reserves. Even the move limfted abjective
of asasuring stable grain supplies vt howe snd to vur regulse commerclal and
food aic markets abroad requirer sizeable eoceks at gvain.

A signiticant porilicu ot -hese stocks must Le held by the U.S. goievn-
nent. It 18 not euncupgh, es8 suav hase Ruggested,}§' 16 rely p:ima:‘ly on
private srocks. Thes: sto ks mwe! simost i nes RGPy, geas thelr opeva-

tisns to predicteble Jdevelopmants; €-k., 3ta kg conglztaont with Infru~year

——— pape—

9; ) \ . . )

=~ Por an excelles. dlinuseioa oy this poiat see Wiillavd W. Cochiare,
Feag®” or Femine: The /e eiteis Yorld of Yood and _Agriveliure_and Itg
Poli-y lmplicmxio1d tfor .he Un4lad Statpn The Nat lonal Plunning Acgoeciscion,

Washlagtoa, D. C., to<h. Jming.

lg/Earl L. Butr, "¥Food Se.uriiy on a Global Baals," address btefore the
Food and Agricultural Organization of the United Natjons, Rowme, Italvy,
November 13, 1973,
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marketings and long-term growth trends. The level of private stocks will

be determined by commercial 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 & combination of govermment programs and usa of
futures markets. From the longer-term point of view, the regular, svstematic
growth in domestic and foreign demands also provides a basis for detarmining
"optimum" levelz of private stocks. But what we are concerned with is the
unpredictable; 1.2., the large and unpredictahble perturbations about these
longer-term trends. Farmers and private trade intereste will not nor

should not deal with these latter types of variatione in the world food
situation. These are matters of national concern and, accordingly, should
be part of nationai policies and actions.

Furthermore, food price stability 1s too important an isaue to be left
to farmers and ministers of agriculture. ¥ildly fluctusting food prices
raise havoc with entive ecroonomies, not just the farm sector, in both rich
and poor countriee. Volatile foud prices aftact the general Jevel of
prices; cootribute to inflation to the extent that high foed prices con-
tribute to general price increases but the ceveree does not hold becruse
of institutional rigidities (4t Zu hard zo wegotlote wages downwaid);
contribute to inscability iu balance of paysents pouitious of couatiies;

and contribute to social unreat and discozd.

Toward a Recaarch Azenda

This papcr has deslt with the issue of what to do about wide fiuctua-

tions in world food supplies and prices in a highly quulitative munner,
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a3 have wmost other writings on the subject. But if governments and inter-
national institutious are sericua about programs for stabiliziag annual
fluctuations in the world food 8ituation, these programs ahould resc on

a sound analytical base. This we do nct have.

One can visualize three major ilnes of research which would provide
8 dore analytical and obJective baaie for formulsti-n and operatiocn of
grain reserve policies and programs.

One line of analyses should deal with the development of quantitative
mdels which 1ink the demand, supply and price relationships of ird:vidual
countries through world markecs. This type of uualysis should be capable
of anaiyzing the impact ou world pricos of major changes in agriculiural
policles and prograws. One example oF this *ypa of work is the study of
the U.S. and world soybean markags by Houck, Ryan snd Fubotnik.lé/ A
similar eftort for feed grains is uader way gt the Univeiuity of Minnesota
1a collaboration with the Eroncair Research Sexvice of the U.5. Depurtaent

of Agrirulture.l;’

-££/James F. Kok, M:vy E. Ryan aud Abzshsw Subotnik, Soybeaus and
Their FProducts: hazkufs Medels, ond Fellcy (M!uhoapul{s. Unieezalty of
Micacsota Preze. 39777,

y

lg-To date, work has beea ocupleted oa 2scfiation or food grain acreage
in the United Sraxea. Sce, J. P, Howk anl M. F. Ryan, "Supply LHaalyaln
fo: Corn in the Unitec Siates: The Capace c¢i Chavgleg Coyerament Programs,"
Auierfcsn Journal of Agiiculnaral .conom1 28, Yel. 54, Ne. 2, May 19753
Haiy E. kjﬂﬂ and Martin E. Abel, "Corn A A;1t :4e Respouge and the Ser-Aside
Pregram," Agricultursl Eoc: Quics KLF.HLCh, Vol. 24, No. 4, O:tober 1972,
Mary E. Byan and Maitin E. Abel, "Supolv Rasponse cf U. €. Sorghun Acresge
to Govornnent Programe, Agri;ultural Economica Reaﬁarch Vol. 25, No. 2,
April 1973; and Mary E. Ryem and Wn;tin I, Abal, "Oats and Barlay Acresge
Besponse te Covernment Progvans,’ " Agriculiusas Econoaics Reasarch, Vol.d5,
No. 4, October 1973. Resesrvh is currently unde. «av co the U.S. " lomestic
demand and the toreign demsand and supply of uteed gralas.
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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
characterize fluctuations in production. The work by Waughléj and otherslij
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 producers' incomes, export earnings,
general price level, etc. The implications will vary among commodities
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 1s extensive, there are few empirical Btudies.léf

lg!Frederick V. Waugh, 'Reserve Stocks of Farm Products,' Agricultural
Policy: A Review of Prograws and Needs, Technical Papers, Vol. V,
National Advisory Commission on Food and Fiber, August 1967.

liiSee, for exsmple, S. Nend and J. P. Houck, Buffer Stocks of Food
Grains in India, Economic Study Report $71-2, Department of Agricultural
and Applied Economics, University of Minnesota, May 19/1.

l-:i"il'lx:mnp].es of such work arve: J. P. Houck, An Economic Analvsis of
Maize Prices in Thailand: The Effect of Recent Expcrt Azreements, Staff
Paper No. 7, Department of Agricultural Eccnomles, Yasetsart University,
Bangkok, Thailand, August 1972; J. P. Houck, Some Aspects of Income
Stabilization for Primary Pcoducers, paper yrrepared for National Agriculzural
OQutlook Conference, February 1972, Canberca, Australia (to be published by
Australian Journal of Agricultural Fconomics); D. I. Bateman, "Buffer Stocks
and Producers’ Inccmes,' Journal of Agricultural Economius, Vol. i6, No. 4,
December 1965; K. 0. Campbell, "The Challenge of Production Instability
in Australian Agriculture," Australian Jouival of Agcicultural Fconomics,
Vol. 2, No. 1, July 1958; K. O. Campbell, '"National Cormodity Stabilization
Schemes: Sone Reflections Based on Australian Experience," International
Explorations of Agricultural Ecomoidcs (fmes: Iowa State University Presas,
1964); J. H. Duloy, '"More on Buffer Stocks sud Produce: [ncome," Journal
of Agricultural Ecomomics, Vol. 17, No. 2, September 1966; H. G. Grubel,
"Foreign Exchange Earnings and Price Stabilization Schemes," Awericaa
Economic Review, Vol. 54, No. 4, June 1964: J. W. Longworth, "The Stabili-
zation and Distribution Effects of the Australien Wheat lxonomy,"
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 Inatability?" Quarterly
Journal of Economics, August 1944; F. V. Wawgh, "Consumer Aspects of Price
Instability," Econometrica, Vol. 34, No. 2, April 1966; Walter C1, "The
Desirability of Price Ingtebility Under Perfect Competition," Econometri:a,
Vol. 29, No. 1, January 1961; and B. Massell, "Price Stabilization and

Welfare,”" Quarterly Journal of Economics, May 1969,






