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Is  v o la tility a  b a d  th in g ?
• De p e n d s  o n  w h e re  yo u  s it (p ro d u c e r, tra d e r o r 

c o n s u m e r)

• De p e n d s  o n  yo u r tim e  fra m e  (c a n  yo u  w a it fo r 
n e xt h a rv e s t?)

• De p e n d s  o n  yo u r c a p a c ity to  c o p e  w ith  ris k  
(c a n  yo u  c o p e  if th e  ris e  o r fa ll is  m o re  th a n  x
% ?)

• De p e n d s  o n  w h a t yo u  s e e  a s  p ro b le m s  
(a c c e s s  to  fo o d ; in c re a s e d  p ro d u c tiv ity; la c k  o f 
p riv a te  s e c to r in v e s tm e n t; p o o r e n v iro n m e n ta l 
m a n a g e m e n t, e tc .)



Wh a t s h o u ld  b e  d o n e  a b o u t it?

• Is  is  a  m a rk e t p ro b le m  o r a  p u b lic  p o lic y 
p ro b le m  o r b o th ? 

• Sh o u ld  p o lic ie s  tre a t s ym p to m s  (e g . 
s a fe ty n e ts ) o r c a u s e s  (e g . b u ild  ro a d s ) 
o r b o th ?

• Is  th e  re s p o n s e  fo r e m e rg e n c ie s  o n ly, o r 
to  s h ift th e  te rm s  o f tra d e ?



Em e rg e n c y Re s e rv e s
• Cle a rly s e n s ib le  to  a n tic ip a te  s h o rtfa lls , 

p a rtic u la rly in  re g io n s  p ro n e  to  d e fic its

• Pa n ic  is  p o litic a lly d a n g e ro u s  a n d  
e xp e n s iv e

• Ca n  b e  s tru c tu re d  to  e n c o u ra g e  
in v e s tm e n t in  lo c a l p ro d u c tio n , s to ra g e  
a n d  d is trib u tio n

• Im m e d ia te ly s u g g e s ts  re g io n a l, if n o t 
g lo b a l, c o o rd in a tio n



Pric e  s ta b iliz in g  
re s e rv e s

• Le s s  c la rity o n  w h e th e r a n d  h o w  to  
p ro c e e d  –  le v e l, g ra in s  in v o lv e d , 
p u rc h a s e  a n d  re le a s e  p o lic ie s , e tc .

• Ma n y fa ile d  a tte m p ts

• YET, v o la tility is  n o t ju s t a  p ro b le m  w h e n  
th e re  a re  e m e rg e n c y s u p p ly s h o rtfa lls



Wh a t c a n  re s e rv e s  d o ?
•  Cre a te  a  s p a c e  fo r th e  p u b lic  in te re s t  
•  Fa c ilita te  s u p p o rt o f a  p ric e  flo o r a n d  
c e ilin g
•  Lim it s p e c u la tio n  a n d  h o a rd in g
•  Co rre c t a  b a s ic  m a rk e t fa ilu re  (d e m a n d  
is  in e la s tic ; s u p p ly is  u n c e rta in )
•  Sm o o th  o u t v o la tility o v e r tim e  a n d  
s p a c e
•  Co m p le m e n t o r s u b s titu te  fo r p riv a te  
s e c to r
•  Co n trib u te  to  a n  e m e rg e n c y re s e rv e



Wh y d o  Re s e rv e s  
Fa il?

• Th e y a re  n o t e a s y to  g e t rig h t

• Po o r o v e rs ig h t a n d  a c c o u n ta b ility

• Mu ltip le  a n d  in c o h e re n t o b je c tiv e s

• In a d e q u a te  fu n d in g

• Th e y d o n ’t s o lv e  c h ro n ic  h u n g e r, 
c re a tin g  te n s io n s  fo r th e  g o v e n m e n t



Wh a t c h a lle n g e s  d o  
re s e rv e s  fa c e ?

• Se c u rin g  a  b u d g e t

• Ne e d  fo r tra in e d  a n d  a c c o u n ta b le  s ta ff 
a n d  in d e p e n d e n t o v e rs ig h t

• A b e tte r in fo rm e d , b e tte r fin a n c e d  &  
p o litic a lly p o w e rfu l c o m p e titio n  

• Th e  b e lie f g lo b a l tra d e  is  a n  a lte rn a tiv e  
s o lu tio n



Tra d e  a n d  re s e rv e s

• Bo th  a re  p rim a rily s u p p ly re s p o n s e s

• Ne ith e r n e c e s s a rily a d d re s s e s  
p ro d u c tiv ity

• Ne ith e r d ire c tly a d d re s s e s  c h ro n ic  
h u n g e r



Co u ld  p riv a te  tra d e  
d o  it b e tte r?• Tra d e  c u rb s  v o la tility (la rg e r s u p p ly 

p o o l)

• Tra d e  p riv a tiz e s  s to ra g e  c o s ts  
(c h e a p e r)

• Tra d e  is  e xtre m e ly re s p o n s iv e  to  
d e m a n d

• Tra d e  is  c o n s ta n tly a d a p tin g  a n d  
a d ju s tin g  (n im b le )



So  w h y n o t ju s t 
tra d e ?• w o rld  m a rk e ts  a re  v o la tile  to o : s u p p ly is  

c o n c e n tra te d  (b y c o u n try a n d  firm ) a n d  
w o rld  m a rk e t s h a re  c a n  b e  re la tiv e ly 
s m a ll

• Le a v e s  u n s o lv e d  th e  is s u e s  lin k e d  to  
p u b lic  in v e s tm e n t in  a g ric u ltu ra l 
p ro d u c tiv ity, s to ra g e  a n d  d is trib u tio n

• Su p p lie rs  a re  n o t e n tire ly re lia b le



WTO ru le s  &  re s e rv e s : 
s o m e  c o n s id e ra tio n s

• Fin a n c in g  a  re s e rv e

• Go v e rn in g  a  re s e rv e

• Co n d itio n s  fo r p ric e  in te rv e n tio n s

• Ma n a g in g  p h ys ic a l s to c k s



Fin a n c in g  a  re s e rv e

• D e  m in im is

• Blu e  b o x a n d  la n d  s e t-a s id e s

• Gre e n  b o x a n d  p u b lic  s to c k h o ld in g

• Ru le s  d e s ig n e d  fo r ric h  c o u n try 
p ro b le m s



Go v e rn in g  a  re s e rv e

• Sta te  Tra d in g  En te rp ris e s

• Le a rn in g  fro m  c e n tra l b a n k s

• Go v e rn m e n t p ro c u re m e n t

• Ao A fo c u s  o n  g o v e rn m e n t ra th e r th a n  
p riv a te  s e c to r d is to rtio n s



Ch a n g e s  to  th e  Ao A
• Giv e  e xp lic it p re -e m in e n c e  to  th e  

u n iv e rs a l h u m a n  rig h t to  fo o d

• Allo w  p ric e  b a n d s  u n d e r m u ltila te ra lly 
a g re e d  n o rm s

• Ac k n o w le d g e  n e e d  to  s tim u la te  
p ro d u c tio n

• Ac k n o w le d g e  w e a k n e s s e s  o f th e  p riv a te  
s e c to r in  m a n y d e v e lo p in g  c o u n trie s  



Ch a n g e s  to  th e  Ao A (2 )
• Ta c k le  c o n c e n tra te d  m a rk e t p o w e r in  

g lo b a l c o m m o d ity m a rk e ts

• Re c o g n iz e  lim ita tio n s  o f fre e -tra d e  
e c o n o m ic s  a s  th e y a p p ly to  a g ric u ltu re

• Allo w  m u ltip le  p o lic y re s p o n s e s  to  b u ild  
s u rp lu s  p ro d u c tio n  c a p a c ity th a t a re  n o t 
n e c e s s a rily e m p lo ye d



Ne xt s te p s
• A n u m b e r o f c o u n trie s  h a v e  p u t in  p la c e  

m o re  in d e p e n d e n t c e n tra l b a n k s  -- w h a t 
le s s o n s  fo r a  re s e rv e ?

• Ho w  c a n  n e w  c o m m u n ic a tio n s  a n d  
in fo rm a tio n  te c h n o lo g ie s  b e  d e p lo ye d ?

• Ho w  w ill th is  d e b a te  lin k  to  c lim a te  
c h a n g e  a n d  th e  in c re a s e d  u n c e rta in ty 
a ro u n d  e xis tin g  p ro d u c tio n  
te c h n o lo g ie s ?
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