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1. Workshop: improving measurement of 

private food grain stocks

2. Presentation: describes some economic 

considerations in foodgrain stocks policy

3. Why are stocks held?

4. How large are stocks relative to utilization?

5. Evaluation of reasons for holding foodgrain

stocks

6. Interactions between private and public 

stocks and 



Reasons to hold foodgrain

stocks

 Stabilize foodgrain prices

 Assure “remunerative” prices to 

farmers 

 Ensure access to food staples by the 

poor
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Price stabilization
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Why did international prices 

fluctuate so much from 2007-

2012?
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Cereal stock to utilization ratios
May 2015 and Jun 2016
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Source: FAO Food Outlook May 2015 and June 2016
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China: Domestic vs International Price 

of Rice
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Philippines: Domestic vs International Price 

of Rice
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Stock to utilization ratios and 

price instability
• Low elasticity of demand for cereals

• Unexpected shortfall in production leads to 

a sharp price rise in order to reduce 

demand to the new, lower level of 

production. 

• Stocks allow fluctuations in production to 

be smoothed out as they can be drawn 

down to supplement supply, meaning that 

prices can remain more stable. 
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Accurate measurement of 

foodgrain stocks is essential
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Price stabilization vs high 

support prices 
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Protecting food security of poor
• Food prices are not stabilized unless the 

government, as a matter of policy, buys 

when market prices are low and sells 

when market prices are low. 

• But it cannot do this if it also functions as a 

buyer of last resort:

– Because it must pay slightly above market 

prices whether they are high or low

• There is thus a tension between price 

stabilization and assuring “remunerative”  

prices to farmers 17



Stock size and social protection

• Larger foodgrain stocks have to be held if 

social protection is not available

– If social protection does not function well, then 

the only way to protect the poor against rising 

food prices is by protecting everyone, rich and 

poor alike against rising food prices, by 

stabilizing food prices. 

– May force governments to hold very large 

stocks
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Stock size and international 

trade
• Reliance on international trade implies 

need to hold smaller stocks of foodgrains

– Tide things over until the arrival of supplies 

from the international market. 

• But international market is too "thin" for it 

to be a reliable source of supply

– Rice: where trade to utilization ratio is about 

8 percent
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Food grain stocks:

Public and private

• Public stocks are measured with error as 

they are residuals

• But private stocks are held by:

– Traders

– Millers

– Farmers

– Households (on a small scale)

• Mainly to keep inventories in the face of 

fluctuating demand
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Interactions between private 

and public stocks

• There is a need to understand: 

– How large are the stocks held by private 

agents

– What are the incentives they face?

– Do these incentives push them in directions 

that might negate the efforts of the 

government 

• That is what this workshop is about
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Thank you
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