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We exami ne rationales for and against U.S.
Government intervention in orivate grain
storage , analyze costs and effects of inter-
vention , and comment on political issues and
aspects of implementation. Private storage
activity already appears to be highly com-
petitive. The infl uences of grain stock
pol icy on food aid policy and national dip-
lomatic objectives constitute externalit ies
that could justify interventio n . We simulate
the costs of stabilizing grain prices through
subsidization reduces U.S. export earnitlqs .
Beneficiaries of subsidized price stabilization
are consumers , particularly foreign consumers
and meat-eaters . Price stabilization may raise
or l ower the mean prive level ; the resultin g
welfare effects could dominate the other effects
of price stabiliz ation . We recommend subsidiza-
tion of pr 4vate stocks over government managed
reserves and separation of stockpiling and aid
policies. We include a background discussion
of forces contrib utin g to the post 1972 rise
in world grain prices. (Author)
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PREFACE

l h l —  report a t tempts  to synthesize’ the wr it ten discussion of grain stock piling in
the ec(Inom ft’s l i t& ~r aturt ’ and to provide a structure for t he polkv discussion of grain
stoc k issuo~ w Uhin the U.S. Government. In addition. w~~-pr~ v4~~ some new econom-
ic ln~Il v5is , While em phasizing the economic dimension of the issues , we also corn-
menL~n how political considerations may modify conclusions based solely on ecu—
flOflliC a:ia Ivsi~ Internationa l economic and diplomatic issues are considered from
a U.S. perspective to reflect the situation ol’ U .S. policymakt’rs .

The report grows out of ’ a survey of the literature , supp lemented by discussions
w ith I 1$ Government ofhcials in the White House Council on International Eco-
nomic Policy (‘IEP), the sponsor of this study; the Council oUEconornic Advisers; the
Office of Management and Budget; the l)epartments of Agriculture. State . and the
Treasury; and the Off ice of’ the Special Representative for Trade Negotiations,~~
computer simulation of U.S. grain stock prices , undertaken in connection with
report , will be presented in a forthcoming paper. The study was conducted duiLin~~
the period June through October 1975.
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SUMMARY

Due to the randomness of’ nature, annual wor ld grain production is inherently
variable and uncertain. Taking the agricultural policies of’ foreign countries as
given, the uncertainty in U.S. grain markets can be characterized by given degrees
of’ variability in the schedules of’ domestic supp l y, domestic demand, and export
demand. Storage moderates the effects of ’ supply and demand fluctuations by rea l-
locating grain f’rom years of’ relative abundance and low prices to years of ’ relative
scarcity and high prices. Storage is beneficial to both producers and consumers
because it transforms grain valued at a low price in a period of’ re lative abundance
into grain valued at a high price in a period of’ re lative scarcity.

The essential economic contribution of’ grain storage can be measured by its
effect in stabilizing grain prices. Price stability provides supp ly “secur i ty ” in the
sense that a reduction in the amplitude of’ grain price fluctuations reduces the risk
ofhigh grain prices squeezing poor consumers out of the market or driving exporting
countries to impose export controls ,

If ’ private storage markets are competitive , t hen private storers can be expected
to produce the socially desirable levels of grain storage and price stability as protec-
tion for grain consumers and producers. The limited evidence available suggests
that the private U.S. grain storage market is highl y competitive Private storage
eliminates some price fluctuations , but some will remain. Although more stability
of grain prices would be beneficial , because price stability is an economic good , the
benefits of’ additional storage accruing directly to grain consumers and producers
can be expected to be outweighed by the increased costs of’ storage.

However, the private market neglects nonmarket considerations arising from
internat ional diplomatic and domestic political objectives, including the provision
of food aid. Increased U.S. grain stockpiling might foster U.S. diplomatic and trade
objectives in the European Community, the less developed countries , the Soviet
Union, Japan, and elsew here. Increased stock piling and price stability may reduce
cost ly domestic f’riction among grain producers, consumers , and government. While
government intervention in private storage mar kets may be designed to account f’or
these’ nonmar ket factors, we consider it justified only if ’it achieves the objectives less
expensively than alternative measures and if’ attaining t he objectives is worth the
cost. However , we consider unjustified any government intervention to increase the
protection of grain consumers and producers f’rom price fluctuations, to combat
inf lation, or to adjust discount rates. Each of ’ the above arguments for increased
stockpiling is discussed and evaluated in the body of the report

We focus the economics discussion of’ increased U.S grain stockpiling on three
parameters t hat appear to be essential in ultimate policy decisions and that can he
analyzed by economic analysis. First , to determine the’ amount of increased grain
stockpiling desirable for attaining nonmarket objectives policymakers should con-
sider t he resource cost of’ obtaining additiona l price’ stability.

Existing studies do not f’ocus on this parameter; rather t hey examine the “desir-
able size of stock ,” approaching t he subject in two ways. One approach mechanically
calculates t he probability that stockpiles of’ a given size would be able to offset
shortfall devi~it ions in product ion . This approach has ilso bee’n used to calculate
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stoc k leve ls re~u It i ng fro m g’ vernme ’nt-ow ned si oi’k programs w it  Ii a lternative
stoc k .R( ’umulatmo n and i’e’ k’ ts& l i m i t s  Th is appr() ft’h has iiot provided use fu l  e ’ s t i—
m i t t s  I t he cost of ’ additional price st ibi l i tv l) l i i t i s (  t ’x i5t i f l~ st u du’s do mIt foeu~
on t hi:; par;t;n~~I’r and ht ’tau si ’ the~ i1e’g l(’ct the presence of pr ivate ’ ~t’cI or storage .

The ‘~t’con d tppro .ti’h weighs t h~- consumer ’ and producer hI’nefits and (.‘Iist~ from
—. t s k p i l i n g  and e s s e n t i i f l v  ruodt’ is the ~toI’agt’ ;Ict ivi l~ of p r i t f i t—m ix imiz ing st u ;re rs
‘l’h~— approac h TI tS h o t  pr’ovi dt’d iiie~t r i tng t i.il iiifor’niat ion :ihnl(it he c’osts and a ’ n i e t i i .’.

ti - I’ rnhnli ’ nt iitt’ rvt’nt ioii ht’t ’iiust’ t hr. models hiit~ i ’ m ere ly fhm ’ecast storage’ activ-
t~ b~ he private s c o r ’ . :\ I r t h ’ n h immc F~ind pipt’r h~ Ke’e ler . siiminar’ ized in this
i’I.’por’t . estim ates t he’ r’e’sourci ’ cost of addi io rm ml ~t m h ~li tv by adapting the ’ second
apprt a’h to ex a m ine  the behavior of the p r\  tie market op€’r lt m g  under alternat ive
stor age subsidies.

Ket’Ier ’s simplified and prel iminarv model , based on projected 1979 11 .5. wheat
mar kets . suggi st s t hat pr ivate ~turt ’rs ian be’ expected to allow wheat pri ces  to
f luct uate with a long-run standard deviation of S ~~~~ per bushel around an assumed
mean of’ 52.51) per bushel. ( ove’rmiment could expect to reduce this standard de’via-
tion by 15 percent to S.f~1 per bushel wi th a 5.15 subsidy per bushel on c ir r v o v e r
stoc ks it an expected cost of S~I1 million per year. Or government could expect to
reduce’ the’ standard deviat b i t  by 39 percent to 5.14 per bushel with a 5.30 per bushel
subsidy at an annual cost of $120 million. These subsidy levels ire univ illustrative .
Policy makers must decide’ whet her such costs are small or’ large’ relative to the
nonrmtm’ket benefits that price stabilization would provide.

Time second key para meter is the rate at t%~~wh governmen f -own ed gra in stocks
wou ld replace’ private stocks. This rate would depend on whether’ or not govern ment
stoc kholding were profitable in the long run. No previous studies examine this
radeofi’, and we offer no est iniates. Only since’ 1972 have IT S . Government stocks

been low enough to give private storage the responsibility for holding grain stocks
to arbitrage’ bet wee’n periods of ’ low and high prices , and a few more years may be
required het’ore the private market adjusts to this new responsibility.

However’ , the substitution of’ government for private stocks can be avoided by
subsidizing the pr ivate sector to hold increased ste cks rat h er than accumulating a
gove’rnment-owne’d stock pi le. The altem’rmat ive ways in which private storers may be
subsidized , and the costs and benefits of each, should be exp lored in t ’u ture  research.
Ke’t ’le’r ’s s imulations examine what is probabl y not the most effective’ type of ’storage
subsidy for stabilizing grain prices.

The distribution by which countries and domestic groups share’ the benefits of ’
additional stabilization ignoring that these additional benefits are’ expected to ag-
gregate’ to less than the addit ional  storage’ cmm sts~ may influe ’nce ’ how the costs of’ an
interna l ionallv coordinated gra in stockp il ing system are shared and how various
domestic U.S. interests react to 11 .5. stockpiling. This distribution is the third
parameter t hat , from our perspective, appears essent ial in l)olicy decisions.

Although no previous ana lyses have treated prec isely this distribution , consum-
er md producer benefits from additional stockpiling depend on t he’ reduction in
price variance and the change in the average level of ’grain prices. Economists have
demonstrated that the net aggregate benefit accruing to consumers and producers
is proportional to t he reduction in price variance and the’ sum of the price respon-
sive’nt’ss linverse slope) of the demand and supply schedule’s. Also , t he share of’ the
benefits going to e’ach supply or demand sector will be’ direct ly proport iona l to two

~

., . .  _ _ _ _ _ _ _ _ _ _  _ _ _ _ _ _  _ _ _ _ _ _ _ _ _ _ _



vii

factors: the extent to which price ’ f luctuatie,ns arise out of supply or demand uncer-
tainty in that sector and the flatness of ’ t hat sector ’s supply or demand schedule.
Thus , most benefits are likely to accrue to foreign consumers of’ U.S grain, less to
U.S. producers , and least to U.S. consumers. This result assumes that most of’ the
mar ket uncertainty arises in the U.S. export demand schedule’, wit h some’ arising
in a U.S. supply schedule that is not perf~ct lv price-unresponsive t inelastic i . The
benefits are likel y to be greater , per unit of’ pr ice’ variance reduced , f’or feed gra ins
than for food grains, because feed grain demand and supply schedules are thought
to be relatively price responsive.

I)epending upon the particular type of governnment intervention , the stabiliza-
tion program may raise or lower the average level of’ grain prices. Higher grain
prices benef it grain producers and grain exporting countries at the expense of’grain
consumers and grain importing countries. The welfare effects due to a change in
average price may be stronger than those due to a reduction in price variance.

We a lso provide in the report a background discussion of’ the forces contributing
to the post-1972 rise in world grain prices. Evidence suggests that the price increase
experienced in the world market is largely explained by the trade barriers and
agricultura l policies in Europe, the Soviet Union, and elsewhere that insulated
gra in prices in large parts of’ t he world f’rom the events in world grain markets.

We comment on factors related to the usefulness of’U.S. grain stocks for obtain-
ing the U.S. Government ’s international objectives . We question the value of’ stock-
piling fbr achieving objectives involving international agricultural trade, because
we believe foreign countries to be unwi lling to give up protection of’ their domestic
farm policies. A lso, if’ t he United States fails to increase its stocks , most foreign
countries can increase their own stocks instead.

We comment on the effects of’increased U.S. grain stock piling on various domes-
tic groups. These groups cannot all be satisfied simultaneously because they have
conflicting goals.

We suggest that grain stock and f’ood aid policies should be formulated independ-
ently. The administrators of’ t he f’ood aid budget ma~’ find it desirable to hedge their
f’ood aid requirements by stockpiling or by operating in the grain f ’utures market.
To the extent possible, food aid policy should be’ formulated an d announced before
food aid demands arise’ , so as to assist the private market in storing additional grain
in anticipat ion of’ government food aid shipments during poor harvest years.

. . ~~~~~~~~~~~~~~~~~~~~~~~~
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I . INTRODUCT ION

The present discussion of U.S. food reserves among policymakers apparently
originated w hile preparations were being made for the November 1974 World Food
Conf’erence in Rome. By the latter half ’ of ’ 1973, both the executive and legislative
branches of the U.S. Government had begun discussing the possibility of’ rebuilding
a government-owned grain stockpile or providing economic incentives to induce the
private sector to accumulate increased stocks. At the World Food Conference, orga-
nized by the United Nations F’ood and Agriculture Organization FAO . representa-
tives of’ more than 120 nations endorsed FAO Director-General Boerma ’s “Proposal
fbr World Food Security,” calling for an internationally coordinated system of’
nationally held cereal stocks to provide world food security.

Definitions

Although the commodities appropriate for coverage by food stock policies could
be disputed, the basic grain cerea ls (wheat , rice, corn , oats , barley, and grain sorg-
hums) are most often considered the t’oods appm’opriate for storage. The basic grain
cereals are t he staple fbodstuffs of’ people in developing countries, the main source
of’ carbohydrates in high-income countries, and a major input in the production of
animal products; they also store better over longer periods of’ time than other
foodstuffs. A subset of’ these cereals might be appropriate for stockpiling in the
United States, or coverage could be expanded to include soybeans, milk powder , or
other basic foodstuffs . In what follows , however , we assume stock policy refers to
cereal grain stoc ks. 3

Throughout this report , the term “stoc ks” will mean the amount of’ cereal
carried over in storage at the end of’ t he marketing year—that is, w hen domestic and
export requirements can begin to be met with new crop supplies. These “carryover
stoc ks” are over and above “wor king stocks ,” t he stocks required to ensure a smooth
and uninterrupted flow of’ supplies from the farmer to the processor and ultimately
to t he consumer. ’ Sometimes carryover stoc ks are termed “resl ’rve~

The definition of’ food securit y endorsed by the World Food Conference cannot ,
by itself’ , guide policies for promoting world food security . As defined in the’ text of ’
t he Boerma proposal , world food security is “the availabilit y at all times of’ adequate
cerea l supp lies in the world so as to avoid acute food shortages in the event of’
widespread crop fai lures or natural disasters. ” ’ Many important economic concepts
rema in undefined. Before policy alternatives can be analyzed. we’ must ask ourselves

I” AO , W,)rhi I’ iu,d Seru ri lv: !‘reep (e.s(z ! ‘4 I he ’ 1), re, ),, r ( e-i , er , ,  I
President F’ord re’conime’nde’d the ’ dev(’IoI)nie’nt ut ‘uch in irlme ’ rnol b ind —~ ‘.1~ m it roittona llv he ld

reserve’ stocks in he’ Se’pme ’mtx ’ r Is . 1974 ~~e’,’uh Is’l,,r ’ th e ’ I o i l e d  ~~~~~~~ ( ~~~~~~ . ‘e ’ .si ’r , i hl ’, - hut ure k
i t  t he’ Nove,nhe ’,- I ‘ i i i I ’ r e n - e’  o i. t h e ’  c i I n e ’ I i t  bnme ’ r na t  i’n:iIIv e’ ,idor’~,,i

~e’e’ l’’.’\fl . Vv’,, r I ,I  b’uu,I “u t,,1 t~ !~r,,~,u,su f f i/u’ Ihr, ’ , t, , r (ii ’f le’ r b I m’ ~ f i r  , ( i ’ ., i , ’.i ,, i t
,~ ( ‘ r ;eg e’ f i r  a wo rldw ide’ sv’.ie’ rn of

‘f in’” ’ .‘once ’~,is ire ,li’s tisi.,’,l ente r . ’  f u l ly  in I’’ ,~ ( I . I ‘ i f i / i ,  E~;s ( . I - . u ( t i t p , ,, .,, ( - o ut  Si’’ , k
/ ~~~ i s

i’
,
~~( )  ~~~~~ !‘~~e,I .S.’i ii,’it~ I’ i~ p~ 
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w hat h’ve’l t i f  tood supplies is “adequate ,” w hat a ‘‘food shortage ’’ is. and how food

~Iii rt age ‘~~ can he’ measured.
Food ~hurt ages are common l~ a iii to i x  i~I w lieti people wish to consume mo re

food than ~ avai lable’ . The larger th ( ’ d i f l e r e ’r iee bet u t e r i  desi red / ssl (‘ori.su mp t ton
ant i food ~~~ luh~ l i l y  the ’ Iar’ge t the / in d short age. But sw /i a de f i n i t i on  is i r i_ su ff i -
i ’ it ’ti I ht ’( ’( IUSC ’ it ue’gk’(’IS I/it ’ e// e ( ’ t  11/ /0,01.5 art des ir ed consumption ar id a t a t  lU b u l t tV .
The price responsiveness of food consumption and production suggests that from an
economic perspective an~- concept of ’ food shortages must specif~ the level of ’ food
prices at wh ich such a shortage is measured.

l’rivate grain sto re ’ rs accumu late stii c ks when prices are low in order to profit
from an e’xpe cte’d increase in price. In so doing they tend to stabilize prices and
consumption by increasing the demand when prices are low and increasing the
supp ly when prices are high. .-\s the aggregate level of’ suc h buying and selling
he’twee’n markets “ar biti’aging ’’ over t ime is increased, t he amp litude of’ t he price
f luctuations between time ’s of ’ abundance and times of’ shortage is diminished . The
e’C ’(in(iIilic contri bution of stock pi ling can be’ evaluated in terms of’ t his effect on the
amplitude ’ of’ pr ice’ fluctuations. The ~ ‘c uri tv of grr: t in supp lies in importing countries
can be’ tssoy ’ iLitc ’ d with the :iiiiplitude of ’ pr ice fluctuations inasmuch as export con-
ff0 15 in grain expoi t ing countries are most I ik i’ lv to be’ imposed whe’n grain prices
are abnormally high. Profit-motivated arbitrage will not eliminate all pr ice fluctua-
t ions e’ven it ’ markets work pe’rfect ly. The’ stoc kpile level that private’ sto rers in the
aggregate’ ma intain in times of low prices will leave room for sufticient expected
price increases to compensate for storage costs and risk.

The’ economic justification for gove’rnment intervention to raise grain stoc k
le’ve’ls above their levels de ‘mined by the’ private market lie’s either in the foilure
of ’ t he private market to operate competitively and thereby allocate supplies in a
desirable fashion over time or in the market ’s f ailure to incorporate the side benefits
“e’xterna lities ” of ’ storage’ not ref lected in market demand curves , at either the

world at ’ the national le’ve’ l. t\f ler presenting background in Section II we examine
t heory and evidence’ about storage’ in the private sector in Section III. We conclude
hat private grain storage appears to operate under approximatel y competitive

conditions hut that the marke’ t overlooks a number of externalities involving inter-
national diplomatic benefits whose importance we are unable’ to evaluate precisely.

The Rationale for Government Intervention

In Sect ion Ill w e’ also c ’on~ic1e’r the’ ct imnionlv stated argume’nts far government
I ni erve’nt iiin to i ncre’uise the ’ le’ve ’ l ~~ gra in stocks above’ t he’ i r private-market-deter-
mined le ’y e l . One’ commonly given but logically incomp lete’ rationale is that stabiliza-
ion of grain price’s . consunipt ion leve’ls , or farm incomes , over and above’ the stabili-

Iv provi ded by competitive private se’(.’tt) r storage’ , should be’ an e x p licit object ive of ’
gove rnment policy Rut to s:iv that gover nme ’nt should provide more’ stab liza t ion of
gra in price’s than is provided by the’ private sector is ana logous to saving that
governme’nt shou ld provide’ more bread or any other commodit y than is provided by
t he competitive ’ private’ secto r. As rne’nt ione’d , we’ bel ii’ve this argument de’pends on
he existence ’ iii e x t  erna l i t  it ’ s not taken into account by the private’ storage market .

Thus , th is  rat ionale is a ge’ne’ral izat ion of se’veral more specific ’ rationales which
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identify various externalities neglected by the private market. We find it convenient
to distinguish the f’ollowing three types of externalities.

First , grain stockpiling beyond the competitiv e ly dete’rmined level may indirect-
ly promote U.S. objectives in the international diplomatic arena. United States
gra in stoc k policies might be’ a useful bargaining lever in gaining reform of ’ the
European Community ’s EC’s Common Agricultural Policy (‘APt or in obtaining
taritl’ and nontarifi’ concessions at t he’ c’urrent round of multi late’ral trade negotia-
tions in Ge’ne’va. Increased U.S. grain stockpiling might be offered to less developed
countries / LI)(’s’ as aid or as indirect compensation for concessions the United States
would seek in i’eturn. An international svste’m of’ nationa lly held reserves , if’ led by
the U nited States , could further U.S. prestige , or , if ’ such a svst e ’m included the
Soviet Union, it could f’urther detente. The’se’ international aspects of’ U.S. grain
stockpi ling may be vie’wed as externalities not re’flecte’d in private U.S. grain mar-
kets.

Second, an increase in grain stocks beyond their market-determined level may
have externa lity effects on international and domestic food aid programs— PL480
food shipments and domestic school lunch, reliel’distribution, and other f ’ood assis-
tance programs, Food aid can be purchased and donated through various arrange-
ments. Government can accumulate grain stocks in bountif’ul years for transfer in
years of’ sca r’c ity or , alternatively, can purchase grain for aid purposes in the spot
mar k et , only in the amounts and at t he times desired . Spot purchasing when sup-
plies art ’ scarce and prices are high is l ikel y to be resisted by taxpayers and consum-
ers competing f~ir t he scarce grain. By contrast , if’governnient owns a ready stockpile
on which to draw , t he’ amount of ’ food aid contributed U) ight in act uality be more
generous. I lowe’ve ’r , We do not discuss the ’ merits of ’ f ’ood aid in t ii is report -

Third , dissat isf~ict ion among consumers and producers caused by fl uctuat ing
grain prices may impose administrative’ and political burdens on government, which
c’ou Id 1)1’ reduced by st ~ibi I izi ng grain prices through an i nc’n’ase in storage’ le’ve’ls.
Part icu kit’ domestic groups , suc h as the I ive’stock producers and n)e’at consu me’rs ,
muir pre ss gove rnment to subsidize’ price stahil t v  because’ t he’tr sk a t e ’  o f t  he’ hene’f its
WOUI( I exceed the’ir share’ of ’ t he tax c’osts l’he’se pre’ssui’ t’s roar he’ cost lv to govern-
me’nt. l’he’ magnit tide’ of ’ suc h administ rative ’ cost s and t h e ’  ady isabi lit~’ of gu iding
gra in stuck po l icy by dome’stic political objec’ t ive’s ate ’  issue’s we do not take ’ up,
alt hough w e ’ do riie’nt ion hietw various donwst ic’ gr’ouf)s would be’ afl ’ec’t t’ d hr i nc’re’ase’d
stoc k pi ling

Twit additional rat ionali’s tot ’ governnienl infe ’ r’ve ’nt lien fl the private grain
storage ’ mar ke’t a re’ d iscusse’d in Sect ion III, l)ut we’ f ind t he’se ci nc’onv i nc’ing . We ’
dtsc ’eiss the argu ri)e’nt I hal govern me’nt and the private ’ sector shiou let use different
discount rates in e’valuat ing grain stoc ’k (or any of he’r I invest me’nts Ac c ording to this
argument , ti e the ’ e ’X te nt gove’rn merit spreads risks mor’~’ wid e’ Iv or l i ke ’ s a longer
v i e w  t han the’ private’ ma,’ke’t , government may bt’ able’ to us(’ a lower i1i~~’i,tiiit rate
in eva luating grain stock iti~-e ’s t me’nts and t h e r e b y  produce metre pr ice — t ; u i i i l i t y  I hart
ca n t be’ private mark(’t , while e ’ u l r t l i r t g  a c’oti)p( ’t it ire’ ret u r n  t i l l  an~ public’ lunds
(‘11) pI oye’d . We quest ion t he’ di fi t ’ ri’ n ce’ hel wee n g rye’ r’ 1)1111’ f i t  itid pr’ i vu It ’  sect or (his
c’Ol,ir)t t’uites

I”inui l iv ‘,4,’(’ c’o risidt ’t’ t ile ul rgtit)ll ’Iii t hat flurl uuel loris l it grain I r’ ic ’e’s ~ir’oe fuce ’ an
ir )f luIl iiuiuir’v pre’sstiI ’ e’ t in t hi’ price’s of ’ ,il I gu iee ls and s ’t ’v u’es ‘Ike’ e ’fl ’eel isa lh’1,’ed to
resu lt f re o n a f ) rt ’si innie ’d il iwt iwar i i  i t i f i e ’ x i b i l i t v  ri ~ age ’s re ’ l u t t  iv .’ to  e el  her gixHis and

- ~~~~~~~ . . . ~~~~. - , .- .
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services. Ho wever , in our view , t his argument confuses the determinants of’ the
relative prices of gra in, labor , and ot her goods and services with the determinants
of’ the genera l price level.

The United States may decide’, on the basis of’ one or more of’ the above ra-
tionales , t hat t he’ advantage’s of ’ maintaining national stocks of’ basic ce’reals above
their private-ma r ke’t-deti’rriiirre’d levels outweigh the costs . The precise objeQtive or
set of ’obje ’ctive’s of grain s t u ck  policy must be’ ke’pt firmly in mind when determining
t he magnitude of ’ desirable’ government in tervt’nt ion in private sect or grain mar-
ke ’ts.

In Section Ii We’ discuss tile’ l)eist1972 r’ise’ in grain prices , the depletion of’ U.S.
and world grain stocks , and changes in world grain production , consumpt ion, and
tra de. The principal contribution of ’ this study begins in Section III , w here we
e’xamii)e’ t he role’ of ’ private mar ket stock piling and elaborate on the above argu-
ments for government inte’i’ve’nt ion in private’ storage markets . The’ discussion seeks
to ide’ntify and brin g into f’ocus t he objectives of’increased grain stockpiling. Section
IV examines the costs and effects of ’ increased grain stockpiling by survey ing exist-
ing e’mpirical and t heoretical economic studies and presenting some new analysis.
Sect ion V contains some observations on the perspectives and positions of f’oreign
count n e’s and domestic groups, relevant fbr evaluating the international diplomatic
arguments for raising the’ level of ’ U.S. grain stocks and for considering the effects
on various U.S. domestic sectors. Section VI calls attention to two problems of’
implementing stoc k policies to achieve the desired objectives. Section VII summa-
rize’s t he’ entire report and presents our Principal conclusions. 

~~~~_ -.. .- . .~~~~~~~ - ~~~~~~~~~~~~~~~~~~~~~
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II. BACKGROUND: THE 1972-1974 INCR EASE
IN GRAIN PRICES

This section discusses the 1972- 74 rise’ in grain prices and the background of’
economic events that led to the present discussion of ’ grain stoc kp iling among policy-
makers. While the explanation for the price rise involves f~ir more than t he econom-
ic’s of grain stockp iling, exam ining 1972-74 events in world grain markets reveals
that grain stoc kpiling policies were not the principal cause of ’ the increase.

Grain prices on U.S. wholesale commodities markets more’ than tripled between
mid-1972 and mid-1974, as is reflected in the selected gra in prices shown in Fig. 1.

( ‘omrnon lv cited as direc t causes of the ’ gra in pr ice increase are the (lee/Inc nn
wor ld grain carr -vot ’er st ocks hetne ’een 1972 and 1973; the de ( ’l nne of u ’orld grain
produ c t ion  below trend in 1972: increased u’or!d afflueru ’e and demand for food: large
grain pur (’hases by the Soviet [ Jn eori in 7972: increased pri ces of fer t i l izer ;  and
de valuat ion of the dollar on u ’orld nia rke ts in 1972 . This section presents back-
ground statistics describing the roles of’ these’ factors. ’

Depletion of Grain Stocks

Table 1 presents data on U.S. beginning carryover grain stocks for the agricul-
tural years 1968/69 to 1975/76. Table 2 presents data on wor ld-wide beginning
carryover gra in) stocks for the period 1960/6 1 to 1975. 76. In the United States , the
agr icultural or marketing year for wheat , bar ley , rye’ , and oats runs from ~July I to
,June 30, f’or r ice from August 1 t.o ,July 31 . and for corn and grain sorghum from
October 1 to September 30.

At the beginning of’ 1972/73 . t he’ (‘omrnodity Credit (‘orporation (CCC) con-
trolled 46.7 million) tons of ’ CC(’-owned stocks and stocks held under loan. l)uring
that year , t hese’ stock levels were’ reduce’d by :31.6 million tons and during the next
two ye’ars were’ n-educed f ’urthe’r by 12.1 million to a le ’ve l of ’ 2. ()  million at t he

begin ii ing of ’ 1971 75 At all t iflie’s, a l most all (‘(‘ ( ‘-owne d stoe’ks and loan stocks
we’re’ st uured hr I he private’ sector.

Me’utt iwhi le ’ , the’ U S private’ storage ’ mar ket W as c’onfro r)te d with conflicting
storage i ncen)t ire’s. The’ re’duc’t iOfl in gove’rn n)I’nlt stock holding c reated incent i~’es for
increase d private’ s t e t c kholding to ofi~~’t t he’ init ia l ul e ’crt ’ulse in total stocks . its is
argue’d more’ fu l l y  in Sect ion IV h owever’ , t he’ unus ual  lv high) gn’ ui i nl prices afle’r 1972
were’ urn inc’e’ntive to i’e’duc’t’ to tal  s t itu ’k~ , as is discusst ’ul in Se’ u ’ t i e t n Ill. l)ur’ ing
1972 73. the private’ sec t or increased its sI uu c ’ ks by 5 k rnil lion te rns as the gover-nnnt’nt
re’duc’ed its s tocks :11.6 il) iliiutfl toils. II F t t ( i ’ c hi’ st,r’ritis. ’nl t h aI lieliil .st tx / ,’s o’er-c ri ’dio ’t ’d
bee uii i .se ’ pric es were at re t ard h igh le i ’e ’ls and no furl/o r pro .’ r i s e  uo.s . ‘xp *’t-h ’d. In
1973 7.1 prices i-cisc’ st i l l  lrighen’ , and in ret r’ospee’t fiit ’tb i ’t stet e.’kpi lin g would have’

t i ” ,  i i ’ ,’,c i !t ‘ f I ~ ore f ~t c ,  cf ( . t . e l i c  , , ia rk e ’ i— ’ iluiiiuii , ‘ c e n t  u e . e I ’ — “ c ’ ,  t ’S l )A f%’ ’ ’ ) I
c , / t i i ’ ’ tI! .‘~i t u ie , f i ,e re  \ .c ”  I 7 . I l i t  Fi .e ~t ,i’, Foe ,, ! l’ ? i c e ’ ” . i n i !  l , u t l . e t i c , , i  . t c , t , u c ’ , c c t i  ( f , ’  l, t !‘ ‘~ ‘,i l’ n f c I , ,,i ~

e c u , !  I~,,’
, 
~
,.‘ t - . S , e i c c I c i ’ , ci i  I ~ I i i c , i t  I’ ,,! I’’i i , , i f e !e ’ e n , , !  i’~,’ l i t i i l t k c - ,  i c -  . 71  I .,,ii t f ’ n u e ’e ’ ~“ ( c i r , i I

ft s , . i - . j i e t ,u I ut , e~ ’, I,i c~~i te I  t e e  c e i e e i . e t e  i ci c le ’’. i i i  t f i ~’, ‘.‘ - t i e u i  I, ’ ni l , . ) ,  ( c c  (,ii , ’-.t ( ‘ e l i ! ’ ’ ”  .e ~ ,ii L i fc l e-
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been profitable. In 1973/74 US. private stock levels were reduced, t his time by 1,1
million tons, apparent I~’ w ith the expectation that prices would ris” no f ’urther. The
reason the increase in grain prices repeatedly exceeded expectations is the subject
of ’ t he remainder of’ this section,

Had the government not released so much of ’ its stock when prices rose in
1972173 , more would have hee’n available’ to alleviate’ the st i l l  higher price’s in
1973,7.1 2 However , the release- of ’ governnu’nt stoc ks he’Iped cushion the’ price rise’
in 1972/7 3 in comparison with what it would otherwise ’ have been, and the’ further
price rise in 1973 74 was unexpected . A numbe’r of ’ unexpected events coincided in
1972. 73 and 1973/ 7 1 to raise price’s more’ rap idly than had be-en antici pated. Rut
in general it is desirable to deplete’ stu uc ’ ks to their lowest levels when prices are
highest.

Reduced Grain Production

World gra in production and consumption for selected years between 1960/61
arid 1971i75 are given in Table 3. Production dropped far below trend in 1972/73 ,
but consumption remained above trend through 1973/74 , as stocks were reduced,
Produc’tion in 1973 ‘74 did increase over its 1972/73 low , apparently in response to
the increase in grain prices resulting f ’rom the 1972/73 shortfall, in conjunction wit h
improved weather c’onditions

In early 1973 the t ’ S Department of’ Agriculture (USDA ! released most of’ the
wheat and teed grain acreage set aside in 1972/73. In 1974 /75 U.S. acreage planted
to grain was again incre ased, but adverse weat her led to feed grain ~‘ields more than
2!! percent tx’li c c,,c trend, t heir worst setback in more than 20 years . ”

The 197 1 75 weather was also adverse in China and South Asia. World produc-
tion dropped he-low t Cso u u l  (

~ra in prices increased to new peaks ~n October 1974. and
consunuptuon dropped below trend. World grain stocks were reduced another 20
million tofls, of ’ which IS million tons were reduced in the United States,

Increased Affluence

Between mid- 1971 and the e’nd of 1973 the world exper ienc’e’d a c ’vc’ lical expa n-
siu)n in ( NP, ’ and this increase’d the’ world demand for li)od. In developed countries.
incre’uise ’d urf llue’nce part icularly inR-rease’s the demand for me-at. Wheat is consumed
pr innut r i lv by humans, where’uis i’iiui t ’se’ gra in is prinlari lv ü’d to I ivest t tc ’k , Per capita
‘t~ ir ’s ’  gra in cutnsurnption re’ached 88 percent of ’ t c t t a l grain cu)nsumptio n in t hi-

n ite’d St ate-s in 1972/73
‘l’able I pni’se-nl s data on per cap ita wheat and coarse gi-ain ,‘onsiimpt ion in t he’

United States, the St tv ie’t U ii ion, the’ developed cou nitric ’s , and t he’ 1_ I)( ‘s for se lected
years between 1960 61 and 1974/75. Over t he’ 1960 61 t t t  1972 73 pe riod , p ’s’ capita
consum ption of ’ wheat and feed grains increased throughout t hi’ world , w hich is
usua lly e’xplained by the wor ld’wide ’ inc’rease in ut f flere nc’e’ over 1 hat p -riod

St’t’ f l i t  Iu.m ,c .cs c7, II f c , t ’ .i ;d n ’ e ’ — t r i It till set t h e — . ;i r~,’ cu in t c ’ c ,b

I SI),~ 1 1 c c Ic) ( “t in e .‘S, (eu cctc ,c ,,

• I ,c f , ’ , ’ ’ , c i i , , , , , a I  !‘ e , c c u , ’  d i c e  ! / c ’~ e c i  cf t h e , ’ ! c e , s d , ! d , c i t  I t — ce 1 e 1 ,  I - 

— -‘-~~~~~~— - “'—
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Table 3

World Grain Production and Consumption with
Trend Estimates 1970-1974

u n  million metric tons!

Grain Produ c t j ar> Grain Co nsump t ion

Year  c\s  t eL , i l Tr c ’n d ” 0ev j o t  j o t ’ ,  Ac t  ua 1 Tre nd d 0ev fa t  ion

196(1/61 —
1962 /63  799 / 9 3  +6 8 1 1 1  798 +12

1 9 6 9 / 7 0 —
1971 /72  1069 1070 —1 1084 1066 +18

19 7 2 / 7 3  1101 1132 — 3 1  1131 1126 +5
19 7 3 / 7 4  1194 1163 +32 1180 1155 +25
1 9 74 / 7 5  1142 1194 — 5 2  1148 1185 — 3 7

SOURCE: USDA , s A :i’ ” ’ ’~s i ’~~’c t  :1 . ‘“ i iso S 
‘ , WAS — 6 , December

1974 , p. 27 ;  and W A S — 7 , June 1975 , p. 2 3 .
‘
~L ine ar trend is for the years 1960/61 through 1973/74 .

Table 4

Per Capita Wheat and Coarse Grain Consumption, in the United States,
the Soviet Union, the Developed Countries, and the

Less Developed Countries , Various Years
(Kilograms !

Less
United Soviet Developed Developed
States Union Countr ies ’~ Countries 6

Coarse Coarse Coarse Coarse
Year Wheat Grain Wheat Grain Whea t Grain Wheat Grain

1960/61—
1962/63 88 658 285 343 116 328 41 58

1969/70—
1971/72 106 702 394 399 124 386 49 61.)

1972/73 1, 13 749 402 463 126 407 51 61
1973/74 97 732 401 428 120 411 5 3  59
1974 /75 91 580 3 52 4 6 3  122 .368 52 59

SOURCE: USDA , li c o  ,~~; t ’ ’ o :, ,’ t ; c i ’ , u ?  ~~~~~scI - ”2 , WA S — 7 , .lune 1975 ,
pp. 27 , 24 ,

aun ited States , Canad a , W estern Europe , South Africa , .Iapan ,
Australia , New Zeala nd.

6East A sia , Southeast A sia , South As i ,> , North Africa/Middl e East ,
l e n t r . i i  Africa , East Africa , Middle Amer tc ,’i , South Amer i ca,



~~~~~~~~~~~~ — - -- ‘ .- . --- --. 
~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ - ----— — .~~~~~~~~~~~~~ ‘-~~---- ~~~~~~~~~~~ --~

11

Note that in 1973/74 , in most parts of t he world , wheat and coarse grain con-
sumption per capita reversed the upward trend evident since 1960. Between 1972/73
and 1973/74 , only in deve loped countries did coarse grain consumption per capita
increase. This occurred mostly in Western Europe, where agr icultural policies insu-
late EC prices from the w u c t i d  m, rket. 5 By 1974 75, per capita consumption levels
in much of’ the world had ,i*’t .’ : u t e  I :  am their 1972 73 or 1973 74 highs, except in
the Soviet Union, another regicun ‘ u u  which pr ices are insulated from the world
market. In the Soviet Union, , o u l A s e  grain consumption in 1974/75 was equal to its
high of 1972/73,

As we shall suggest , t his insulation of’ West European and Soviet grain prices
explains why much of the 1972-74 increase’ in world prices of’ grain was concentrated
in the markets of’ the tJnited State-s and several other major grain exporters. The
sharpest reduction in grain consumption took place for coarse grain consumption
in the United States and developed c’ountries, W heat consumption in the Soviet
Union did not decline until 1974/75, Less developed countries, although forced to
pay higher prices after 1972/73 for their fbod and feed grains , did not cut back per
capita consumpt ion levels substantially. Adjustment in t hese countries apparently
occurred in other sectors of’ their economies.

Increased U.S. Exports to the Soviet Union

Wheat and coarse grain exports by the major exporting countries and imports
by the Soviet Union for the years 1969/70 to 1974/75 are given in Table 5,

Experts f’ollowing Soviet agriculture describe an apparent shift in the early
1970s in Soviet policy for handling production shortfolls. 6 In the mid-1960s, human
consumption and livestock herd size were reduced in shortfall years , w hereas in
1972/73 consumption and herd size were maintained with grain imports. Soviet
grain production had declined 33 million tons in 1963 and 31 million tons in 1965,
yet Soviet imports totaled only 10.4 and 9 million tons in those years. By contrast ,
in 1972/73 the Soviet grain crop was only 13 million tons below 197 1 72 production,
yet Soviet grain imports increased by 18.2 million tons. To some degree this policy
shift was signale’d by Soviet imports of ’3 .4 million tons of ’t’eed grains in 1971/72. But
the shift was not immediately appreciated. Until late- September 1972 , the USDA
cont inued an ex port subsidy policy that priced wheat for export at levels that had
been estab lished in the market of’ 1971/72. Subsidized prices for U.S. exports no
doubt helped explain the large Soviet purchases during that year. But no widely
distributed forecast indicated that the Russians would import enough grain to more
than oflset the’ir entire production shortf’all . Neither the U.S. Government ntcr the
private sector was prepared for the increase in Soviet imports.

Soviet imports were sharply reduced in 1973/74 and 1974c ’75 w hen world grain
prices were high, and are increasing in 1975/ 76 now that grain price’s have- retreated
som ew hat. If’ this pattern reflects price responsiveness in Soviet grain purchasing

t’~ f)A . Wcc r!c i . ‘%s,~c c e u u l t e e , , , !  S c t c i c i l c cs n u . Wc \S ’7 , p 29
,Si’i’ . J cc h t >~~u tc - S ee vc e ’ t  .‘\e ,~r u c ’ iu It a re ’  itcul Wec r fd ‘l’r,eS’ a I— e r ic > l’rc e due ’ h— ’. c c c ,! Sc hc c, e n u , c s c r , l’he’  ~~c% c, ’ t

I”c’ ,’ e i l .u ee ’— t , c , ’k Ee’ecnem ’ ,~’ , ’ ’  leer e iccs’usu~uc ri ti procs pt’c ic~ for Ij S igrie ’ci l i u c . e I  t rade ’ w i t h  t i c, ’  Stec cat L t n uce n

Se’e’ ,,Ic~,e Tr ,u~e ’ , I nch,’, I%’eie ,‘~ ecf ( rc lt,c , leer .e de’t iuI,’d irc ,’c ’t i c t t i I  ,ls ’ c ’ c c u c d t  ci i ii>,’ l’1T2 ‘ ed ’,’ l e t ci lia
pc u rc ’ h ,u ’e ’
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Table 5

Wheat and (‘oarse Grain Trade’ 197(1 71 to 1974/75:
Ne’t Exports by Major’ Exporters and Net Imports

by the Sov iet Union
(In mil lion met nc to ics I

Wheat Exports Coarse Grain Wheat Net Coarse Grain
by Major Exports by Imports b y Net Imports

Year Expor ters d Major Exporter s b Sov iet Union by Soviet Union

1969/ 70—
1971/72 39 .3 36.8 —4 ,8 -0.5

1971/72 40.8 38.0 —2.1 3 .4
1972 / 73 55.0 54.1 13 ,6 5.9
1973/74 52 ,8 61.4 —0. 6 4 .9
1974 /75 52.5 49.5 —1.0 2.0

SOURCE: USDA , ~~~~ .. :‘ .: , l ’ ay ’a ~‘1) .c . ~ ’ ‘. , WAS-Supp. , uu c t ober 19 72 ,
p. 6; WAS— 4 , December 1973 , pp . 25 , 26; WAS -7 , June 1975 , pp. 32 . 33 ,

a
U ni ted States , Canada , Australia/Ne w Zealand , Argentina , South

Africa , and nine European Cotmnu un i ty Countries.
bUnited State s , Canada , Australia/Ne w .~,‘,, l ccc ,! . Ar g entina . South

Africa . Southeast Asia , Last  A t r i c a ,

and ut _ S c cv iet purchase’s in t he’ j ut on e- t’e ent inue to he’ ~ u u t 1 u t ’ ~~ h. ci c’ounll t ’rc vc’ l ical - t he’n
Sos’ c-i gra in purchases could become’ a stabi h i t  nig rat her than a de’stahi I izing force
in wor ld grain nnarke’ts. However , sic l~ir we’ have’ t e e ’  ear— uut experienh’e wit h
w hat app ears to be’ the Russians ’ new import polR~ lee r u~ l e t  gc’ne’r;il u t ’  about their
it liport patterns . eve-n give-n the recent 1’ S Soviet ag rt ’e ’ me ’n ul on nit in uuiium le’vels
of ’ grain trade. That agreement will stabilize I.’ S grain exports on ly it ’ the Secvu e ’t

Union stockpiles gr~~t\ in surplus ~- e’ars se e as not to disrupt w e t r ld markets and raise
import pr ices in \ e-an’ s when Sovie’t crops fo il. The’ role of ’ I he’ Sc c\ u t ’ t  I ‘ t~ cu t )  ‘s grain
import de’mand in grain stock tssut-s us disc u ssed more fu l l y  i t t  S e c t  toni V

Higher Nongrain Prices

Table’ 6 presents t hree price series over the’ 1970-75 period, for the 1’ S ej ohlar.
for all U.S. consume-rgoods and service ’s , and for I~’rtih izt ’ rs used in the United States
The U.S. consumer price index for all items rose 1$ percent between 1972 and ~~74,
from 125.3 to 147.7 in 1967 prices. Thus, t he’ increase’ in grain price’ clearly exceeded
the price’ inflation of’ othe’r consumer goods and service ’s.

If ’ [1 .5, grain prices we’re set in world markets so that dollar grain prices rose’
in step with devaluation of’ the U.S. dolla r, thi s would explain U~ to a 17 percent
increase in U.S. dollar grain prices since l970.~ However, dollar devaluation may
help exp lain why the average level of ’ annual U.S. exports of ’ all grains rose 35 to
40 percent between the periods 1969-1972 and l972-l975.~

V eer .e I utie’r ci ccc ’c usc~c eccc cci ’ t he ’ c e ,) , ’  itt ’ elect l et’ tie ~‘ul!uat ion in I he- de’~i’t cuptat’nt e e l I S Igrucu ft tire ’ since
‘iA’ecrt d W i r  II. .,-.‘ St-huh. ‘‘ Tic,’ Kxch itcg,’ R ite’ citiul 11.5 Ag rtc ’ut iurt ’

(15f),\ ,  V~
’ e c r I e I  tli,,’rcc uutt u r ,’ Sit c e e ctic e n e , WAS.7, 

~~
. 27

_ ..‘,,
~~~~—

-- -
~~~~~~~~~~~~

- -
~~~~~
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Tal)le’ 6

Se’le’cted Nongrain Pric(’s , 197(1 to 1975

Fe - r i  i i i .’ , ,  (‘ ri ,’,” ( d c c l  I.e r~ pa r stcc ert t cuc ) I
I’: I e - . I c v , . N t r c g, ’c>  F c c >  j i j , ’ e ’ r  S

l i ce I l ii’ :,uc se ine ,’ ,
I c ,.v . e  Ici, it I cc ,  ( ‘ r i , - .

~ ‘‘c S . Ne t c i r i l
comet (- i t i ve’ 1 ~~~~~~ 

. e cc C I i  , 
Seed ice,,,

S I  c c  c v.e~ ( ‘e l  I i t  ~‘ ‘ ‘ c ’ . )  ( ‘ i 1,, 1 (c >c ’  tIc, 1k F !x ,’ e I :  N i t r a t e ’ , t ’ t uccsp hat a 
I’

~~~~~~~~ 1,1 7~ .e = I S c I  c . u — , I Iquid Aicucc ,e ,cj , i Bu lk k k

( i c . ) ’ , . . — —  — -  ~~, 1 e
-
~ 71  , 121  . C . ICc :~,, ku, ‘et c . II) N I  — N)) ‘c ,,! —  21.

i c . ) ’ 1, -,7 ~ -‘i k e  ,e~) , Ut~ ‘ e l . 5 t (  5.U’( 1. 51)

I “ 7 3  I /  I I i , I’ 1. lcI~ , I , c17 ’ t  te ~ ,oi u ’1 ‘ e l ,  ~c ) ’~ N , ,,,c ’~ 1 1 ,91
.s , ~ 

(C !  ) )~~CI 1,,0 ,00 d 75 i , ‘~ ~ ,01ud C i .  C c . ,
I;’ I t eu u ,tc t 

— —  — -

I - :  I’ll’ eu > , ! I I c e ’  i”,’d,’ ra l  k, ’ ’.e’l’ c,’ e. I1 ,erc k c c i  Nc ’w ic er k , u ,  c c ’pe c r t , ’ d  in kt’nij’e , ‘ ‘ ii,iI,icu,’ ,’
e c c ’ e ’ I c  i s ” ; 1 ,5 ,  I l c e r e ’ ice ,,l l, , ite ,e i Sl it i s t  i e - s ;  1 , 5 .  Rein - ec u cc i  M lc u c ’s . .is r c ’ j c c e r t e ’~

11 c r . ‘ h’e c ’  ,‘‘ , ~‘ ‘ , .‘ , (.cn,ne,cd it ’ . ’  k, ’~~e ’ ,e r , h }(eera, iu ,  , Ic e ,  , , j c ,d ” ’ ’ ., c’: ’ • ‘ . c . ’ ’ > , ’
a’ :‘

I I ,‘ c t iv , ’ ,R- ’,’.i 1ei ~ i i c e ,  is  cce, ’ . , ’ . e , u  c e !  1ev t Ic,’ ,pp rc ’ c ’ i o t  ) c e t c  c t  c’ lev,’ i> mi  c c i  .‘urrenv i, .  r e ’ l ,~
I c ,  t .‘ t i e r  1e ,i c v,cle e ,-s t(i,it p r t ’v.i i l,.’d .1— e l  M,iv 1970 .  l ice . e 1 e 1 c r r ’~~iat  io n Ic ’ t lu , ’ cu  c,, ’ i ght ~‘cI

hr  ‘,, ‘ ; c . i r , e c  ‘ ‘ cc  c e c r  t c ue , ! enc ~e e e r t  ~) c , e c  e S  w i t t i  I tic ’ t h u  ti’ ,) St ,i i v ’  t c , i S , ’ c )  on 197 2  t c’ ,eei ,’ dat e
\ ) e ; c c  , c C , i f l ~ , >  , ,i,ciicu ,iI e v e r ,  eC : e ’ . w a r,- c c ue !  I r ,enc ,c e i i . e g r . c c c c  c c l  m c c c l i  te l’ .’  I igeire ’ ’-

I t,  1~~’ )‘~‘ i I

Anitcu,c I cv , ’ > cc ’ ,’
.1Fcc > tm ,ei ’cc ,

c c c , ,  c c v  I , ’ M,iv . e c c ’ c . e e , e ’

M e e c e l  I c  ‘I let,,, ’

I”e’rt il ize’n’ prices did not rise’ sharply unit il 197.1. Ret we’e’nl I 972 and 1974 . con-
suini pt i o ti uul nut rogen. phosphate . and pot ash fo rt il izers i t ic ’n’ e’ase- d. re’spe ’c’t ivelt , by
:37 , 21. mid 26 pe- rcent in developing coti nt t ie- k . L . 3!), and :34 percent in ce ’ntrallv
plantied e’conotnie’s: 18, 13 , and 16 pe n ce-ni t in the- United States; and I ‘I. 1.1. and 15
pen’cen ut in de’vt’lope’d e- c ’onotune-s ge~nen.a l lv . In the luc ti g n’un , hiu!ht’r f ’e’n’t ihizen ’ price’s
cou ld tc ’ ( lUC e ’ fe’t’ i it i i e ’t ’  ;ippl icat uucns and t he’re’bv re-du ct ’ yields , leading It) suiial Icr
c ’ t ’ ,,

~ >s and highe’n’ ~ut ’ic ’e’s Rut l’t’n’t iliic’r iin’ c’t’s e’xp laiti neit h- r  the ’ 1972 73 shiort f~i lh
m i  wor ld ct ’:u in product ion rout ’ the lange ncn’ e’as - in grain l c n e ’ e ’ = to 197:1 The-v may,
howe’ve’t ’. ind ica t e - that grain pr ice ’s wi l l  not l’ull~’ t’e l  m u-at to th t - tn ’  pre ’ 1973 Ie-vels

(‘onc lusion: Wh~’ Did Grain Prices Rise?

~%h, ’rt u i/ / lit, ’ (i(S uu ’ t ~cic tuei ’cc utl’ (’ acIcI , ’c ! , ic/us u l i e ’l’ i ’(jNi ’(j  ( e e l / e /  e/ , ’ l? uu i lo /  t e e n  t~’~
’(I

~~T’ ( l t l iS u /m i , ’ t ue  cc cle ’(’ItlO’ (It fisimm ,’ci/ ~cr’ctc/ue tt c tn t o  19 73 , I i , ’  mccl ’ , ’ f / unit  u it ,t tus t U 0.1

f)e’rt ’e’ii t nii c I ’ ,’um .’o’ In >~ruit ,( 
~~~~~~~~~~ 

is e.t’;chmim’d. cm - c ’ e ’ r’c / t r u ~ t e e  alt tIiiimI ~ c (c (c> .lcth im. ’i c tli I’ ’

th u , !  ‘A’ ‘~S -e I I  .11

.J e c i c c c ’ , ee c c . )l,, , . c~j l’,, ee , ! I’ ,,) ’ !  ‘ ‘ e l c  e , c c c  I !‘C c . .)e , . ‘~‘ 
1) i (

_ _ _ _ _ _ _
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Su,ti ie ’ wo u ld am’gue’ that .Johuisetni ’ cc f igure is toe ) low. ,Johnson sugge-sts that the re’sidu-
a l increase’ c-an be’ e’xplam ne’d only by t I me adniinistere’d price- policies followed by
gove-rn me-nts in cce ’v e ’ r :i l large countries. \~‘ hulu ’ a two- anid thre’e’fbld t icnease’ in grain
pr ice’s was obse’rve’d bet’c~e’e-n m id-1 972 and mid-1974 in the iJnited States , (‘anada ,
ami d AListn’a lia . w he’ru’ price- cc l’o lhuw e-d uuiarkc ’t f ’on’c’e’s , iii the’ E(’ gra im i prices received
hr htrmne’n’s reuse’ at most 2(1 pem’cent , c’xce’pt in Italy , w here- t her rose’ 40 percent. In
t he- Su,~ u t  Uti ton i . prIce’s n’ e’~iet n’tt ’ dlv remained unic ’hange’d. Sonic LD(’s ma intained
low ~raun p r i c e-s tel consUme-rs. Thus I/it’ e c e l ! k ( ’ ( l i l c ’ n l ,  e s  el/ th (’ ,iiodt ’st tu ’ tur/t! p ro(1u ( ’t iem
s / t o r i / u //s cu/ ’ / 972 th, ’ u,o 1,eh 1974 tu e’re’ s h a l e - c l  h’e’ ott / v a part of’ i he  wor ld gra in market.
‘Job ns((t) concludes:

The internal tonal market c-oct Id have ’ absorbe’d the production shortfolls
wit h a rather modest increase- in prices if ’ producers amid consumers in all
muat iomis had be’en given propem’ price signals. But such was not the case. As
a conseque’nc ’c’ , comisuniien’s in maniv de’ve’lop ing count n e-s and in the major
t-x port ing natoc uis cve,’ te ’  for ced to par much highen’ price’s for grain products
han those’ nat ions whose’ governments insulated t hem from the’ effects of’

production variability .

lhuei - ~e 14 Ihe’ I. ce utad Sl~e ie’ c’ coci ld have’ lcd ! ciuc ’ u lzuit ’ c i  V S gr a uc e pr~ ’e’s I’ree nu wor ld mank -t
,‘,c, u e ij i u ,e , ucc hr r,’~l i u~

- ieiec gr a ic > e ’ x p e c i ’ n v  J— ’uri he ’nt ,ueer c ’ , t he’ [cc c i. ’ , !  Sic e ie ’ c ’  c’ueulu! ncrce hcil>ly explo it its dorni
r r I i ru I le es ! ce ni  in w,c rld graen pruuduc’t u eccu  !c~ urgeln u cing Is gr i t> e ’ x t e ec r t s  rneunee pculis (ecal lv tue nc re—eese grain
‘c’ c c c ’! ,‘crnu c cu ’. I l,,we-ve ’ r . c c i , ’) > peclcr ’ie ’s c rc’ t~’ve,tud tic,’ scope ccl ’  t his c’e’pucni
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I II .  THE OBJECTIVES OF G OVERNMENT INTER VENT I ON
IN PRIVATE STORAGE MARKETS

i’n’,e t i t  iu iC&’ i i t iV , ’ i— Ic-act t el pr ivate’  storage ’ , irre s pe c t i ve -  ed th e’ undu’ r lv it ig source’
ee l ’ pn’tcc ’ c’ cu r c u l c l l u l \  l’t ’ ivat i’ cc l cec’ u’r cc su’,’k (a pn ’uut i ( l t - u,m whale-ve t’ Ict ’u c ’c— lluc ’lucitie ~ns

u~ l~ c c ’ ,c r inc the’ iou r kit c r c  ccliii’ h I lucy cc ~s’ ‘ c u Ic. c’ c ’gc c I’d!, ‘s.s cut ’ c’c bet lie’ n’ t he’ )c nce ’  II act act -

1 1 , 1 1 c c  cu re ’  d ue ’  l uc n igidi l u’s in world t rade ’ t ic: i t  ~c r e ’ c ’ e ’ , i i  lun’ cu duu i u ec t u  s lc or t tcu l ls  t roni~
hc ’ c iu ~ d iss i ;,:uI ccl t hr ,eu~~icc t ut w uut ’ tc l  gt ’ : iuti m ark ets , c I c c u i c 5 c . c l e I c  bor ing habits el ce- n-

t m’a Ilv pl:unne’ei e’ u.’on,uIIcie’s , cci’ uum ,avcuida l> le ’ t Iu~I c c , c t  urns fl O , - ~c I li and t uatur al
c c ’  e l lIs In ~u ’i t i lii .7 Spot m id  t ’u(i,it’ e’ pn’ic’e’s . 11cc pr ivate c ’c c t i utcio dit~ tiiarket tak e ’ s unito

c ue ’i’e tun it ,  and t hc’n’c’t icre i’t’ Ile’cts , w hatt ’vc- t ’ i , 1 ! e e r n c c e t  ,en us uccu i lc i l u l u ’  on all dc’tuiand and
sUpp I’e ’ une’c ’ t ’t cu in l ic ’cc and lre’uuds . Once’ the ’ ins tab i l i t y ,  umcc ’e’ rt uin(~’ . or ~trui’tura l
shill is rc’ik’cte’d iii spot amid t ’utut’c’s pri ce’s. (lie au ’ tei:e I sou rce’ of ur us t a bm l i t  us nec
I cc nc 1.2c r di re’i’t Iv re he’va n c t for dat c-rn > u no tig dc-s ira bk stoc k pa tic ic’s. If i mid iv id ua I grain)
sto ic - i ’s d usagt’ c’e w i t  F> how I he’ toat’kc ’t t’c’l Iex’ts I he- ova l tabl e ’ intot’ tcictl ion, I he’y c x ’
p rt ’ scc I lie- i r d isagm’e’e’nicc’ mcI I ‘v bun ng 01’ se-Il i ng in the’ spot or I u (ur I s market iii ctrde ’ r
to profit tronc t ice’ movc’nce’nt t her c’x peel to occu r cc hc uu add i i i  onia I in torn> at ncnr
tie’ ,’, c rc it ’s i nico n’pon’at i’d in the’ icc a r ket -

Thus . cii 1c r/ i r e n e - c ’s ni tear / cl truule’ t it pun n. cur  ui lu c’ ut i he r ’  t v /u /u i n uc itu , ei t / iur cu hse ’ n ’ t’ e’ uI

f lmc u ’ ( i uc u t i u >n u.s in grou t muun’Iie’ts , cue ’ t i c c i tnt l / i e ’ ccc,s c ’ / i ’ e ’ .s j mi. ’ c i i / i u ’ c t t i u c r c . s  b r  gcui ’e ’ r i inr te ’nt
In t e ’ri’ e ’nu iiuuii i F) c r, i it sIc e r ’ c i g e ’ nciu ir kt ’(s. It ’ t i’ade’ I ibe’t’a I u t !  iou c ull c’lutii in iite ’ se ,me - at ’

t he ’ i tist abi I it ~ in I S. grain markets , t lieti suu.’lc liberal uzc ut iou ccci i  Id be’ pursued. Rut
grain , stoc k pot IC IC’S shuuu Id be ccuns idem’e’d on the ’ i r c(w nc nit’ n’i is , t~u k i uig mica i’ket II act u,c ’
t u nis ccc give’,>

, \‘‘c ’ e ’ l ulu t cg I h u t  g r :u c r c  ‘ l i c e ’ ’ — t lt iu ’ ta: i te ’ , ‘ C c ’  lc> i’, i— .l., h er’,’,’ 1~ i’I\ u t , ’ ‘le c I’e’t’s u’ e ’s pet i>d,
and hec’ ,t L c e c ’ e ’ r i l i l i e ’lil ic c m g bt sei~c pIe ’ t cce ’ m , 1 t h e ir slcib i l ututi g . uc ’I c u t - s Tlci~ st uds’ take’s
tb~ uc c s i ut) 9> 1 ~ c c c , ’> i liliu ’ Ilt i rt , - c ’c ’ ‘ III u e e t c  i l l  cc’ , uu n u slec t ’ c u g e ’ i , i : c c ’k i ’ t cc  , , u r u  he jus t tied
uti l e tuc c i i  c c c  I c e s  I u l . u c h c ’,’ e e l  lice ’ pi ’m \ u(e ’ hi m cu, ’ ke’ I Icc c c  ), l’ c, C e ‘ e c i c i l c c ’ Ic( i’,u’l~ ee l ’ c

m c e c r p e c n c c i e ’  c , c > i r t i e r k , ’ l  c ’ \ I c ’ c ’ c c c u l u l u u ’ c -

Grain ‘ts hortages

‘ I c c  c u e  c cc c ii the’ l ec = = I l c , ’  c c l e 1 e ’ ,’l c c ’ s .  ee l ci u7u c v c ’ r t m m n e ’ i c l  I e e e / i c c’ t i c  c ur s , ’  C r u in 51,e, ’h’.

d c c c l -  ( be r t ’  t i l l !  ~c ’ I  sl u T ‘ c r r r e ’ c l  u ’ c ’ , ’ j ’ c , ci cc uir ’s ’ liiI l i m ’ c’c t to t ic c c fe ’t’ s icc t uc l the ’ t r i e d  i C c c l i u t t i

cei cc i c u t  c d l i i i , ’  i,e’h (f i t 1 c c c  c c i t t ’  t ic cm m ’ k c ’ i  c c l , ’ -  ‘k i ci Ii tug ‘ l ’ i uc ’ mccc ic ’ kc  ‘I sue t  ut ecu ! I c e  II>, ’ grain
re ’ — . ’~ cs ’s pt’ em h l e -t ic , c u i e  1 t ic ’ r c l ee c ’ ce ’ce e d  us .u ic asu ’ I i r c c - ~eu l i it iotc I hat tcc:cv I ce’ idj ims te ’ d lo
j cnIie’ ict uis c_ cc ’ ’ ’ ’ r r r u r l u ’ r i I  u t l l u ’ n ’ c ’ , ’ T i l  iec ,i to  c ’ec ! m ’ e ’c ’I ‘-.jec’ e ’ it iu ’ un ij r t ’ r t ee ’ tu , e ns c t ncd di’. i e c r l > e e t i s

‘I’ c lc ’ v e ’ I ecç c  ci  I hcc crv e e l  st, d c’ :u Ce’ cc c ’ mce’ ,’il (Cc c se.’ht ’u luu lc ’ ’- t lit ’ c ’ ccl c ’ — u i l c c e ’t’s uIc ’m’um a mcd

scl c , ’ e l r i l e ’  to rgt t it i c ’u e i cccu i ( i l I c t i O ml l ic e1 tli ~’ 1, r ccei e i c ’e ’ n ’ s r-ctu ic i c I~’ cce ’ i cc ’ d t t l e ’  cr  eit ’ait i pt’oduc’-

( c c l i  \ l ) i I ’ ’.I , CVI’ tiis trctc ’I t m ’ e ct ci h ue ’ ,e , ssil ei ii lc ’ ict gn’a itc s t e e e ’L ptl uue2 d u e l  c u ’ — ’— U m l u e  all

dlt ’ . ill F l n ’ e ) d e i e t  urn t c r ia—I t e e ’  c c  c r c — u i i ,u c ’t i I ic l ic e ’ t i m’ un CC t i l e  Ic 1 i~ I c r ee l uc ed

‘‘“1” ‘ s i t e d ”, I d >  ‘ I c e d - u ’ s , we’ ,u tcccl c/ c , a mu>c ut ’ke ’ l I i  cvhu,- i> I ce ’  ei t ’ i cc utiu i ‘-.e ’ lc c ’ uI I d c ’  u s

( i c ’  , u I ,.c t ul t n- c c i t t  e d - i c  e u ’  i til liii’ sa ict clc s,’hl t ’c I u uIt ’ — j r ili~ c r C uri c ’ ’. ft c I’ ~‘ u~t’ c c c t u
i t i : iu ’kc ’ts . t h e ’  c h i t ’ ! ‘- , e c i i c ’ c c ’’ e e l  C . , t ’ i , u l , r l i l  c c i te ’ I!ue ’t ui u t i e r m m - . m m t h e ’ I~ S — i i j c j c I ~ cce ’ hc t ’d uie—
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due to weather anid natural causes , and fluctuations in t h e ’  t~.S, e’x port demand
schedule due to various flictors abroad. Both type’s of fluctuations may be incorpo-
rccte ’ ( l iti fluctuations in the supply schedule by cons idering a market with a supply
sc hedule’ equal to the net of t 15 pn’oduction Ie’ss exports , t hat is, the supply sc hedule
t hat lout - i - donie’stuu’ U.S consumers. The U.S domestic demand scht ,’dule, which
conii bune’s both food amid feed grain dc’t ilamld , changes gradually m i  response to growt h
in popu lation atid income , but these fhctors are ignored in our discussion.

Figun’e 2 depicts the domestic demand schedule for grain, D. and two short-run
domes t ic supp ly schedules net of’ expont demand), S1 and S~, one for a lean and one
for a bountiful harvest year. The supply schedules are assumed to be perfectly
inelastic’ vertical ) in the short run. if consumption , production , and the market
price’ during ieati and bountiful harve sts are determined by the intersection of
de’niiand and supply sc hedules . t he-n P, , Q. ) and (P 1,, Q~1 ! are the price/ quant ity
com binations that prevail for lean and bountiful years , respect ively,

The’ size of any grain “shortage” depends on the price of ’ gra in selected . If we
measure gn’a in shortages in lean years at price P~, the quant ity of’ consumpt ion
de’sired and the quant i ty of ’ grain available would be identical , and no shortage
wou ld e’x ist . If ’ we measur e shortages durinig lean years at the price that prevails
during bountif ’ul years , P5. t hen the shortage equals the excess of’ the level of’desired
consunipt ion, Q~

,. over the quantity of graini supplied, Q~. Alternativel y, if’ we mea-
sure- t he shortage at a price greater than Pu,. say P> , t here is a smaller shortage
because’ the level of ’ desired consumption , Q111, is closer to the quantity of grain
available , Q1.

Thus, the definition of’ ci grain shortage and its measurement depends on what
one believes the relevant price of ’ grain is f’or years of’ lean harvests , that is, the
re’ f~’renice pr ice one has in mind when speaking ol’shortages. The discussion of’ grain
stoc kpiling policy has not suggested what this relevant price of grain during lean

Price
of

ira ci

I , ~~c c ~~’ ,t ~~’ , ‘ cr ’~ -

0

2 - —-( ‘~rai ii den anid and supply during lean and boun t if’u I harvests
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years ought to be. The private mar ket itself does not allow the price of grain to
increase to P 1 in those years.

The Role of Private Storers

(‘om if ’ronted wit h the’ given fluctuations in supp ly . consumers and producers
would each benefit from redistributing grain from bountiful to lean nears , because
an additional bushel of’grain is more valuable during lean harvest years than during
bountiful harvest years , being worth 1’, in a lean year and P5 in a bountiful year.
Both consumers and producers would be better of t if grce ini sales did not full to Q1
during lean nears

When the possibilit’~ ii std l rdu ge’ is introduced, the pr- i rate storage market ac-
cumu lates grain in bountiful ye-curs tuu i ne-sale ’ in future ’ years to profit from the
-xpected increase in price Storers nict y he’ producers , middlemen, final users , or

specia lized stort’rs In general , all these- groups can he expected to store grain when
storage- us prof itable’ By s t or i ng ,  t he’ pniC’ct t t - market real ‘i.e’s the- gains of’ consumers
and producers from redistributing supp lies. f ’roni bountiful to lean nears During lean
years . consumption does not bill lii Q , tow does market price rise’ to Pu. - The actual
levels of’ grain u’onsumpt ioni and market price ’ in lean years depend on the level of’
storage act mvm t v

Storers wil l  stockpile grain during bountiful harvests to sell in the future if’ the
e’xpec’ted price’ appreciation between present and future dates exceeds the expected
cost of ’ storage defined below , Storers will not accumulate so much stoc k as to
narrow t he expected range’ of’ pr ice’ fluctuations to the’ point where storage becomes
unprofitable. They may be expected to expand storage ’ activit ies until the resulting
range of price fluctua ti tm ti s just cove rs the’ ce (st of storage ’ , since’ this will yield the
competitive rate of’ re’turn on the’ re-source ’s used. St i l l . stut m’ of ’ t he price and con~sumption fluctuations will re-main.

The cost of ’ grain sle rage’ is the sari) of ’ t he’ d ust d l !  t i— i rig the’ s. tu ’rmige fo c i lit it-s f i r
t he numbt’n’ ofve-ars for cvhich the- grain is stored and the’ ‘‘ opport ci n itv cost ’’ of ’f ’unds
investe d in the stored gm ’cc in ,  that is , t he return on the ne-xt best investment opportu-
nity forego ne- in the- proce’ss of ’ purc’hasing and ste ring grai ii Tuu I lie’ extent that
store r>-, arc ’ ‘‘ rr s.k cuve ’rso’ ’’ I requ i re’ ci highe-r expected rettirn e)n rus k~ investn ients ,
t he’ oppon’t units u’ost should re’flc’ct the’ riski nid Ss ,u t ccl ,crage’ invest nit’nts We- argue-
tate — n uun in t ii us se-ct ion that hot Ii the ’ pni ‘,‘cut a se’u’tu ,r arid t he govt-rn nit—n it f~ice t he-
same c cpp em rt units ’ cost in tmi ak inig grail) sl , c e ’k invest me’ntsH

The’ (f ua r i t it i d ’s .  of ’ stor ci ge ’ s pace ’ supplied mind de niandt’d in the ’ s hc ur t  run respond
to and influence the- n’e’ Iatroniship between grain spuut c u d  l’uturt’s i r lc ’c’ s d ‘I’lus. re-Ia-

Ith i,i i- sri ,’ \ s ) d e ’ ’ r s  c c l  l ie ’ L l e e ’ e ’ c  , , t  c u t c d c ’ c ” — l’ r. ic i u c u g . c ’ c ’ .im r,, c ue ” I ( i c c -  c ’ c i u u c i u ! c r c i e u u u  I,’i’ r c ’ e ’ c e (  ( c i ’ , , , ’
c c t n ’ i c t ( c u h u l e  . e r , -  u c j s c l ) c c ’ ’ .c,. ’eI t h> it cI ’ i >~i le -  imu cu r ku’( ‘, ; c e ’ , c u e ! e e c ’  _ e e i c c  I t e  m r , i~ hI . u i l c c e c  cc c cc ’ , ’  t i c ti, t i c ’ .  d e c r e e ’
ce!  cc i ,  uce ) ec ~,l Ice t’ ,’tc > cc t i in (1> ,’ r I c e r  1 , - i  it ‘ . 1 ,e .c ’ c i i , c l e e c s  ce - I lu ; u uit ’ s rc u h c l i i u r r , i  , c ” l r i e u r c , Ic > l c ,e ~ c ec , >  h u e d c i d e r  k c t
,ee ’ t u vc lc ecu , tl ce ’ ur l ccre ’ ,’cests cl l i ce ’  i c - c c , - I u c , c c ’ . ‘I e , t l it ’I ’ ’, (d t c d d i j l c c l ’ ’, c , u h l m i ’ c  t i r c i m e  c r c  t i e , ’  t c ’ c ’ uc , l  cc i  r c d d r c ’ ~(ti ’c i c l c i t e e , ’

‘ c r, ’ , ’ — ic ( F,c cu curk ’> liii — cci , - , ,  cc c ’ - c r  cuc cce . el iv f cdc ’ c rc le l l i i t ’ e i  (c C f~ e ’ ’ , cci ’s in / ‘d ,, (,, ce c c! l~ c , , c r ’ c  p;c i ”.i u r ,5
I l c c e e c e ’ , ’ c  l ict ’ , ‘c ’ i ’. ! c ’ c  i c e ’ ’ ‘I ct c ’’ .i .u i e uiiiir e e ’ ‘.1,’ L , i . , tce ru ic e - ccc,? (c t— c r c , I c ’ c c c -  -r e — — i l et,’,! (cc e ’I c e ( cur cc e l _ u r e , e l c ’ .u ’,

e r e r -‘ c c  b - c  , e i c e l  gee c e’crirc c e ’ ru l u t l c lcc e i t ’s Iccec .ir’ dl i e”)c c c l ,  d i e .

‘ ,_ , ~~~ L c r c c c , 1 1 c c -  I lic e , ’ > c c l  ‘cc , ,’ cci “I c r c e u. ’c - ccc l l i—e r 1’ ,r c e b c ’’ . I c . , ’ l c m u c , i  r id  l i c e ’  i ’ i I e e e . c ~_ e cl
, t r , c l
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~
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t io risbi p , u ls. ed ele ’ p c- t r d is oni i c c ’ c lgu t ig ,  s p e c  abu t urn , utic le-nlv ing denianicl at i th supply c’ cum i di’
t i c c m i ’ -  t uc r g r c e l i c , pric e- ‘,‘l, u i ie e nshi i ,s “van l c d C I ’  uni t tuther f c , ’ ,’l,,r’

The ( ‘om pet it I venwss of I’ni ~‘at c- Sic ragt-

I’.’, ec ncecnc ~ i e f i t c ’t ’,”e r -c / i c e i , s t /~ i (  ln( ‘ c t r i ~~c e l e t i r  u ’ - , l d d p ’ cdcc ’ ,i , ir/ ’ e ’ t . ’e t im,  / e y ’c , f i t~~i c 1 ,’ Ic> ‘ ‘I
,,/ . r n  r i II lac e - ;dr’ c c i  i d / c s 1/c c Se u c ’ i e i  / / u!e’s i r’uhle’ It’i’’ l e c/ / u r ,c tc ’ c  ‘ I t ec H ~m g u m l1l,s I /Iler 1 mi fl u CP u s

in ci I d O l  J)P’ iu ’c ’/ ‘l’h~’ c,c i- cu ,  mu — I ,  c ’’ IcI, c t ’l~u ‘I c’ani he- e’oluS (d, ‘i ’u’d c’ u d tm i j u c ’ t  it t ’ , c’ r I the’
I i i  ic ’ ,’ , d 1i~ CO hi l l  I t  i e d h t ’ ~ c u b ’ ,’ ‘- c u t  ist i,’d c l i  \ l c u h r \  I r ’ , ue t c ’ t ’ — m ut ie l s tu cr ’e ’ m ’ s d t -ntm mun id arid su1uç d~ ’

c r ’;u il ‘— Idurage ’. s~e t hat nc> uut i u ’  — I ,c r,’u ’ ct’  I n’ade’n’ ini lciu ’ nc ’c’s t he phvsi cmil c ’ u , ’ — t uc i  ‘ t e c h  age’

cr the ’  m e ’ la tm o i t s l i i p he’t ’ ,c e e l  -~Id c it ,iti tl I Ut d i r ’,’’ I’’’ ’
~’~ 

I 2 i ‘i’iie grain —I e c u ’ c u g c -  se ’ r ’C ’ ic ’ei-

c i dl l!c ’ r,’i> t f i t - ni >— ni the ’  I n c l a — t  n’ ’. c i t - c- ~c e - r ’f t ’ c ’t l~ Ic d j i l e r d ’ , ’ I i , ’ c e i i ’ . amid —a i I ,s t i t ~~tcihlt ’ I

i~ c ’s e e i t t ’ e ’ (’ — c an niove I r e -e l y  u t  mura l  otit e l the —.td e c ’cug , b lt isih i e ’ s. — ‘‘ I ’ A l l  t inils. eu pe ’ r ’ ; t t  i l c ~c

in the mnam ’ke ’t I’a u c ’ e ’ d c c c ’ s ’  1,, d ’x u s ti l u g u t i t u u t ’ r c u m u t i e m c u l , u c u t  c’unn’e-nt antI e ’xj . ue’ c’te-d f ’umt ure’
grail) pm’ ,ud uctioti . u -~rI1s t un i f c t iu tu l . m unc h —t , , ~’k- ‘‘c ’ ’l’Iio’ e ’ , s t > - — ~utid be ’ ’ u i e ’ f i t ’ — a t grain preiduc.
lion), c’eciisuniip t uu >ti . ami d s. t ,e I ’Iudc -  , i l ’ e ’  f ul ly u- ed It - c It-ut m i  the ’  supp ly i h i ~l th e- do- r u ua nud
sched tik-s

‘I’bc u’n’u t l m c ’  grain) s.c’e’t uei ’ in t I > c  I ‘ nited St , , t e ’ s .  including Iii’’ c’ r c d u ? e  s l i c u ’c ug e ’  markt -t .
cc genie-ta lly c ’ ’ c n s i d u ’ r c ’ c f  Ia Ilu’ c u md tn g t h e -  tuost c’ct tii t c e’ t m t iVI ’ cut U S sectors , ” 11 c c ’  I c - cc

s t m t t i ’ .t i cs that we ’ have se ’e’lc n’eg mm t ’d mm e the - d u s i l ’ m l u t m l d o m m  cut t h e ’  uwne-n ’s hip of st ,c”;cgu’

~~~~ in the t,T ut i tu ’ d St iles mnidk , e t e ’ t hat i t s .  sdmp p lv is riot e’ u c ntn’ ollo- ’d h~- .u small
nundi -t’ e cf’ t ui ’ r ri ’- :\ I cur c u ’  cch i c i t ’ e ’ , c f  I’ S gt’ muur i  s tec , ’k s is st cln ’e-d l~v bertiie ’rs. ‘— uc Tdc ’st m u g

th at grcot i trading u’om pme m u ie s duc reel monopotuic- —‘ t o rcu ge ’  mt c ’ti’,’i!v . F’uur e ’xmui n ip le ’ .
during the l~)67 b.~ Icc I~~’,Ti Tb f s—I ’ie)d , approximate-In ot ie’ - t hm rd ed ’ the’ wheat “ l e e k s ,

t wo—thi rds of the ’  ( ‘ ‘ r i)  ~t e ~c ’ki- , t hm ’ e- e -— f i f lhs of ’ t h e ’  hr ; u r Ie ’ v  st i,, k’., t wo-f i f I hs ,c f ’ the oat

~t ( ce ’ks , mi nd one—til l  Ii of ’ the s. urgb um grain mind n r c ’  ‘ c i ee e ’ks c’art’ ie-d ovu’r at the end of ’

he- ne- an’ were’ stuct - ad cm the ’ t cm n ’ m ’ In mmdd mt ion , as. of c ’a t’ ln P975 thu ’n’ c’ are — ne’ ;ur lv b
bill , cn bushe’ls of ’ ,uf l~l’arni g rd it) stora ge capacity . I Iowe-vt’r , C’ ,u ’ bave inf ’onnnat ion
uu milv cur l  t e ’ n’t u i t imul mind suhi tet ’ui i inmul —t , ’r cuge ’ capacity I uihlic i mil e ’~t f ) mIc ’ i IV I o’.~’nt’d by
niultmp le ’— e ’ lc ’ ’ . ’ .utom ’ e’utmi lpan i i es. cc to ta l  of ’ 1.1 billion hushe-Is cut ’ c ’ me p mR’ mtv The thre--
Lcur ’gest mult c ult ’  c ’ l, ’vcut ,ur ’ c’ont if )miiiit ’s I ( ‘curgi II, (‘on! mme ’ n ta l, Far -M c e r ’ (  el I ,‘wni :ffi 2
nnilliuun bushe ls , ocr I-I pc- t ’ e ’ e ’t i t  , ult t his of t i& ’ imu l c - c u pm u e ’ ( t n  l”he’ m’eti imuu r lin ig bI~ pe’rcetit

c ’cu ç cc ie ’ i t \  I —  &iVc ne-el liv ‘lb c ’u l m ii pcum ii c’s . u ’ cu ~’h of whic h owns l oss .  than 6Ti tiiillmon bushels
e l f e ’a~ c ,ue ’ it ’,’ ‘l ii,’ T lu ’ c u r ’i\ Ti hu l l i e cu m bushe ls ccl , c i t ’ fmur ’ t im  storage’ s p i c e ’ . but’ whic’ h w e - have
ncr ~ b c c T  ‘—I c’., I> - c c t h i ’ t c u l  c ’ mu l cc u c ’ r l v  c c c ’ c mu c - c I  liv s ut i c ,’ le ’ — e ’ l e ’ ’ . ’ mc te >r ’ c’otlcpmu tll e’’ and u’apac itv in
,‘ u c t i m i l u  , ‘ l c ” , , l ! ’ d b ” — l I r e ’  s h u t ’ ,’ c c l  ~il’.u(f l  s t c c h ’ , u ce (’,u l u ct(it\ ’ oWlied luv the f e w  m er ge’ s? firms

is ,ep~c cu t ’ c’>1t h c~ d l  ( It  ri rc ce lt ’s.I - liv t lie’ ‘— t , ul d e lcu t ’ cli - c ut n ic ur ’ ke ’ t co m mco ’ nt t a t  c c ii used i i i  t h —
i m u e i i m — t  nI , u I e c i ’

~~, u  ni / ut ie ,mi l i t  ,‘t ’ ; u t  o re ’
cc cl ‘ r U le ’.,’ c c l  hi’.’picI h~~’ ’s’s r’ u ’ c : u r c h u t u ~ c ’ ,u ’ — h> unc ut t t i t l u t ’t’s pt’~ ’~ t’ e ’ l c u t m o m c s h m p’- h i’ -.

t i c ’  , :e c c i ’ — ’ ’ ’ ! , e / c ’ , , ec , l r r r , c r ’ k t ’ t , r u ,  r ’ - ’ ’ ~~’ e ’— c i ’ ’ c c i  ‘ Ic - — c r  d c c l iii tiers ‘ c - i ’ ’ ’ , ’ l!,’ . c , I c ’ c ’ . r rucu c rt ’ t t ’ r  I c .
) I , ’ r c c u u c , c u , i - . , I d ’  l’ c c , c c c ’ e c l l .  ‘i 1 - c u i r , ! ,  I “c c c l i i, .i l i -c e O c c c  ‘ c e ’ r iu c  r i , ’  I c i e r ,\ cmli e c r u c I c ’ r ~~h , c c , c I c e c e

i ce  s i ’ ’ T _ , ~ e ’ (e r c c c - ’~s r’ t ’ c ( d , d  c e — c r c  s , c i c ’ i . c l  ‘ c r c - c l .,! ie ’ ,,”l Ii,,’ c ci , ”. - ’  I c_’ r’ . u u c l  l.irc i , , ’ c ’ . , , c d , r d c i \  ‘ ‘ c e ’ C  d c c l’ ’.

c c - - c  r e d , ’ , ’ , d . e l c b —  c r e , ’ r , ’ t iu,’ ,it c e - i -  I e . , r d l ’ . l i c e ’ ~ c - c e  k i c c _ c c  I c u c e d — . , .,‘— I d  u c r . i u c u  c c c - ’ , c c c l > ”  r , - c r e u c r c e , - I , - \ . c b , c r ’ , .
Ire c i i ,  e — c ’ C ; c ’ ’ r ~c ’ c  — , c it r~ - c c ’ c i cr,’ .) cc d e ’ l ’ c I d _ c c , ! —

I”,’ II c ’ ” ’ ’ ’  ! l , d ds  i lr . e c r c ’ ,

O c r , ,  i r i ,e i ie l  I!,’”, cr  ii t I c , ,  ‘ ‘ c - c  m u e  I ‘ ‘ ‘ ‘ c c c , - .  i,i . u , , ,  Ics,!, ~‘u
“1 ‘cc ’ , u l uc I 1 ,c c c i , e  l ed , , ’ , r e - , I ’ ’ , ‘ ( c ) ~ l e ,( l e t  1 1cc’ -- il ‘ I — b c e,:,’ ,’ I c c  d c c  ‘ ‘ ~‘,i i t’~l icc ’ ‘ I ce ’

o ‘‘r ( c , ’ r  cli, etc u— I c  ci ,c ’ .I,. c r - I
- -“‘., s r , ,’ ,,’’ /1 ., e u , , - ,., u p, , , , , . ( ‘d cl d ,’ ,l c s  u l c , e 1 c t c ’ t ’ , i c re e l  I I
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been examined in the economics literature.” We conclude from the literature that
the markets for cash grain and grain futures invo lve many investors and are highly
competi t ive. l”or examp le, an ana lysis of the structure of’ open interest in corn
futures on January 27, 1967 by the Commodity Exchange Authority ’0 revealed the
presence of ’ 13,224 individual accounts. Of’ these, 2,(X)2 were trade-associated , held
by merchants , warehousemen, processors, teed manufacturers. etc., and 11,022 were
he-Id by individuals of’ a wide range of’ occ’upations unrelated to the grain trade. The
geographic distribution was world-wide ’, invo lving all states of ’ the’ United States and
25 fore’ign cocintries.

(;rain storage serv ice ’s can he c’onside’red homogeneous , since in the long run the
servic e-s of ’ var ious grain storage facilities are highly interchanigeable. In the short
run, storage facilities in diff’e’ro’nt locations are not pe-nlect ly substitutable because
,shiprnent of’ gra in from one location to aniot her takes time ’ arid m oney. Occasionally,
individua l elevator companies may he- able to exert some monopoly influence’ on the
price of’ storage in a particular region , hut in the longer run the storage f’acilities
l ocated elsewhere mire’ competitive-

The possibility of’ moving graiti in cur out 0)1 bins arid elevators on the farms , at
railroads , and elsewhere facilitates the rnuuveme’nt of ’ resource’s in and out of’ the
storage’ business. The financing arrange-me’nts in this business make grain storage
investments particularly liquid. Grain may be purchased for storage on margins of’
less than 10 percent w ith loans at prime rate-s of’ in terest , provided the inventories
are offset by short positions in f’utures mar kets. ’’

A vast amount of’ information regarding current and antici pated domestic and
export supply min d demand conditions , stock levels , and government policies is made
wide- In available’ by the- USDA . the- individual grain marke’ts , and private reporting
se- ny u cc ’s

Teu assume that the bc-tie-fits and c’,lst s u f ’ gram ni counsu nci p1 ion and produc’t ion can
be dc’tc-rrnined from the- demand and t he’ supply schedules inve lves assuming that
such benefits and cost s are indicated by the maximumii amount of money that people
can he’ made to pa~’ for this consu nil pt ion and the’ ni i nim urn a niou nit t hen would
accept for its production. This assumpt ion is exp lained further in Section IV . w here
we discuss the’ welfa re- effects of gu’ain stock piling.

Aa ’c ’c ’ptnr ic ,  ecu (he’ !,isis ,,f ih~ clrse ’ t,,s.sio ,nu c th cu m ’ e ’ , ( h a l  g ra i n  ste ureig e ’ rnut r’kets are ’
c- c uf l t J) e ’t  i I a c , ( hi e’n (lie’ Ic ’ ‘ c’! uu f ’ gm mu s t e urage ’ j l1’CI I ’ m  d eed hr l he’ prm r - , mlo ’  t n t a rk e Is e upt i iii a I

rr the ’ f~e lIu oo’n rug se n se ’ The v m i ut- of ’ shirt rig unt’ more’ bus hel bun s cu It- mind coum isun i p-
t ion in c c f’uturo - pc- m ud and paving s l cn ’ mm g o - 1(0 515 wuit ild be expected to he’ le-ss than
t he value of ’ s - lling ci tid ci eti stirni ng that hushie-l ni t be present is-n -mod ( ‘utn ive-rse ’ l~- ,
the- va lue- cif’ sta t ing ,o n ic ’ less hm is he-t anid t ’ulri scu nc m t i g  it ni the- Irt ’e -s e ’ t c t  period would
is’ le’ss tha n the expected va lue’ ed s l ucr i ng t hmmt bushe l liii ’ sa lc ’  arid c ’euns uniptiu ini in
m u t’ut ut ’e ’  per iod and çi :uv i ri g the- star-age costs G U s t d u t s l e t l  demotistn’ ;ete d this result i nc
his c-n ip irica l st uds ’ (11’ U S grain s t cu c ’k pilim ig dur’ itcg 1 1 0 1 ) 1  lq~(~ 

c , l ie ’ e’e,ncluded that
pr ivate ’  st ,in ’u ’u ’s in th e’ aggregate- hiuld mc p~, rox i mmmte- lv opt ( r i l m i l  s t ,e c ’k leve ls

l’ c, r c ’ c ’ . u r r r t u l i ’ , se t ’ ‘.,‘ c c r k r i c g .  ‘‘SIt,’e’du i :uh d e u r m  ct rl I fe ’ c l c u r rg  \1 , e r ke ’ l ’ -. ‘ •~~. t %  - i’ u u i d c l . c c t l , ’ t r t t l  f r i , c -  lIt—Ir e c c c
( ‘ l c , u r , ec ’ m r ’ r d s t  cc ’ ’- re ( ‘e c nmi icu,c lmt v l—’c c tcir t—s , ( ‘ c u ect uc, ’ r  . S~te’ c d u i e l e c , r r  CI I I l f , ’ c i c ~u r ici I )u,’.,,~, I’ c u r  c , , , ’ . ‘I r Ol u l i d
cu rie ! l c c e c - s m c , r  l t i ’ t c m r r e ’ . ‘c u e  l l c e e ’ ’ — b d e i cu t i c r r i  c c l i c c r i e r r , c ’ ’ l a c  ‘ d c c  k - b  I),..), !‘ c c ’ r r c d l u r r e ’ — c ’ ’ - I  d c c ’ . , ,l dc l I • f . e c d c , , - i
.S j ’ c ’ c r u / c u d - c , ,  l lc ’ c l d d f r ( ’  c c c i C ‘, , ied  , , , c c c  i n . / ‘ ‘ d c  c ’ f c c , - - ,

i i : iciu tr c re ( c c l ’ c d  l ’ i u i u i c ’ ’ . ‘ e c ’ ) d b c ’ i c c i d t ’ l  ‘ eec. ‘.1 c c ’!, i - c e , .
‘-‘ c ’ -  l f u , ’ r c c r , ’ , r t r ~c’.. ~~ 

( ,_/ ‘e c’, i c c  ,u ci,’ ., u e—’ — , ecrc c c i  I c r l c e i c ,  l i d ,  d l  c ’ ~~e ’ c ’ d i d e ’ c d I —  d l i  ,c ,, cc , b. ~l u m e c ’ — ce ,,irk ,’ t—
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THE OBJECTIVES OF IN CREA SEL) GRAIN STOCKPILING

‘l’hie’ most commilon mc n’guments ton govern me—nit i nte-m,’ent ion inc private- storage
niar ke-ts to in c re ase’ the le’vel of grain stocks cmii i  be c’ Iass mhic’d unto se -v e ’ rm ul basic types,
pre-s e- m led below. ‘l’be.- mumgunm’nts we- find to be- valid ne’late to possible externality
c’ets Is d un be- ne-fits of ’stoc’ k piling that are- not take-ri into acc’ouun it by tlio - private- sector ,

Grain Stocks for Price Stability

we ’ have indicated , whe’n’u grain ms stom’etl bs’ mu c’om i)pe ’tit iv c ’ private storage
iuimi rket , some price mind c’or isumiupt moun tIuc’t Uat ions are e-liniinated but some remain.
The-n-c’ is mu pers istent cun’gumc-nf t hmut addit iummul z’e-d ist n ba! ion of gm’ m u in i fro m bountiful
to lean nears be-nit-fits c’omisunie-ns anc(l produce-n ’s mm m c d will Just if s ’ gove’rnni’uenit storage
c’ucsls to inc’n’e-ast- pr ice- s t mmh i l i tv  be’s- and the- It-vt- I gene-rated i ni th pn’ivate niarke’t.
If ’ t he- de-tiim ind schedule- us st muhlo ’ . funi c ’e- stm ib i l it v leads to c’onsumpt ieni stability .

However , t his ‘‘ stability for s t c i l iu l t t v ’s sake- ’’ mumgurne’nt cmunnot ju stify more han
the- level 0) 1 ’ pn’ice’ stabi h it s ’ provided 1w the- private rnarke’t . W!m tle ~ (1( 1(111 moun d) ! pmmce’
stuhiIi~a(roi ,i td ’ e ) tLlu i he’ (i t ’s t ? ’ (tbh ’ !s’u’mttise ’ it  is on e ’ ue e rm c immo ’ gete sl t h a t  be nefits s e e u ’ ie ’(\ ,

th is beiu e ’ti t at us! he’ her Ia nme ’e ’o I ugoi t nts t the’ o’e usts ec / ’ jc r eu ’m dr rig i t . Since private storers
limil munc ’e t he’ mudd it ieuuia l market gains and costs at ’ sta bil m/.at ion, the e x t  ma stability

limit govc- n’miniieni t c-mild sUf)p lv would not he o,-xpecte d to be- worth to society what
m u Xpmm Ve - rS we)u 1(1 have to pay mi storage c’uc s t s .  “ (kuvc’mnnien t mntc-rve ui t ion in grmuin

sI efl’mtgt- ma rke’i s in us! be- ju .sl ilie’d on the basis of ’ specific ’ e-xt erna lit ic-s which the’
pni~’m ite- manket doe’s u’i,ct ta ke’ into mic ’c’ount

U.S . Grain Stocks to Further National Objectives in the
Int ernationa l Arena

A miuuiibe-n’ of 1. 5  u) hje’C’t vt’s in t he’ m ite- m at icunal mire-mimi might ht- fa rt  he-red by
1. 5 gm ’mu im i stockpiling. e- ithe’r mwto ni ’uat icalln by a utii lm utema l 1.15. mni cr c ’a se ’  in grain
st ,u u,’ks cur 1w mu niult ilate’t’a l mogt ’ eenie’mit on stoc ’kpihinig or t rmide ’ lu’m t’ac li case’ tht
ex te ’n’t ia l itv ben efit >— a re limit icini al mi n d mut’ e~ t has not n’ehIe’ c ’t ed in pni~ cI t  mar ket de-
tu im i n c o l c u t i d  supp ly se ’hiedcih’ s I’u c  ( / ie ’ c ’ ,x te rm I I / t o t  I (lie ’ t ’ eu nm n m i ’ c ’ t m t u n t , s  he ’ti u i o u  I S grutrt
s lee t ’ / , ’ i cu t l t i ’,c’ t una ! > ‘ ~ m nte ’ n ’ niuulmtu , nm l eu h j t ’ e - l u i ’ c ’ ,’-c a nt ’ n’o ’ o t / i s ( t e ’ mi ni,! I e i / t g o t tc / , ’ , ( l ie ’s, ’ >  ‘ F i n i t e ’
( ( c e n t s  uc ’ t uu /o I  j m i.sli~

’c ,5, cnn t, ’ ,i~ c c i  e ’ n ’ l I n l ) t ’ nil t ’.\ ’jte ’ d d . ’ cc ’ ruI n’ t no ’ b ’ e ’c is u lug  /.~n’ 0 m t 7 (  > - I c e e ’k Ie ’i’e’ /nc We ’
f)i’ e ’se ’ !ui bt’ le~,~ t he’ m rr le - t ’ m imc t  mon mi l t ’ x te ’ m ’ r cmi l i t v  mu t ’ g u u i ie ’ t i t s we h ave’ e ’ n ic ’ounte’ne’d mend
c ’u t l m l tiit’ n t on) I lie-it ’  iu um po n’ tm m nc ’e ’ iii Se’ c ’t ( I t )

I I I  h u e ’ t T t ut e- d Simile’s emu m t l m e to ’ n ’ m u Il ~’ mrm c ’n’ e’ase’d Its  gr’ uu m i “ t eu e ’k~ c i I m t i g ciel ic ’  it s . ce’ eu rlel

~~~~~~~~ 
cc’ ,, cu lel hue ’ to t s cu ttle’ e ’ c m t r’nt t “,tc u!cih m i , e ’ d , l ’xt n’e -nnm e’l v h igh i un’ m e ’t’s cc ciuld let ’ l e s s  I ike ’lv .

ms cc cu Id uhc c iu i t ’ ”t mc ’ J l uu l  i t  m cmii J I t’ o’r-cst mi ’ e’ fect’ I, - S e ’x l ue mn ’ t o ’ t i m lcm m u- g e cc ’ s . cc hicli m i r is e ’ s cec Ice-n i

~u nme ’ c’’. .u ‘ u ’ I c ’  I i’o ’ u i ie ’ lc ’ Il cli If ’ I~ S e x p u u t ’ t  s mi piui me- s c’~ c ’ u ’e c c nutre’ “‘‘ ‘ii r e ’  i c e ~ cut s.d

lie’ l’( ‘
, t h e  .Jc i l c , ( m ( e ’ ” ,e ’ , cu tu d  urt he m’ —’ n i i mgh it is’ m acnc ’  cc i l hmnmg I’’ m’ e’ Lux f m t u t c ’ c ’t it~ui cu t I hie -ir

oics ’mi m U? i,’tu lt tu n ’ al su ’ c ’ t e l r s  ‘-ec u t he’ m ii’ g utu ie ’nit goes I  t e d  r’educ ’e I lie’ e e ) mcslt t ime ’ r amid tmixpa v-

It I ! l l ’ ’ c es, ’ — ’ -  I c r 1 , , ’ ,  i c~ re ’s c c l  ‘ c— k ;c r i,’ , b t e , m r .  I c r  i ’ \ , c i d d ) c i e ’  u t - c h ic , , c c c l  c- cur ’  , t , ’ . n , i , e r u , c ’  ie’~ i~~’i~lt’
e e c , — , !, , cm e c u 1 , , ’  ‘ l i e ’  t e e  itulfc , c e ’ . c d r e ’  .c cd ,uul r ’ .t  i l l  c c c ’ , il ~ e ’ ,e m r t m r c , : c ’ r  d c ~~~ ’ ” ’  ( u i — i  .1’. It us c c i  c cce r t ! i ~~icc i , ’  c c  i u uh lc
ru s e , ,, ’ i ce ui,, ’., , - c — c . ’. ut us u, ,? c~ ’ r i l e ccl c ,ic’ t e e  I u elic c u b - c I .u~i .uc r r ’ — l t lu ic  l i i , c i u ’ c i e ’ , i n c : r , e d r u
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e’ r costs o f ’ t a rif l pro k-cted grain pn’io.-es and subsidized agricultural production. Im-
porters of’ (.1.5. agricultural e-xpomts would be less likel y to seek out melternative
supp lie’ms , mis t he’ ~Japanc-se have done in Brazil with soybeans , to diversify their
import sources , and protec ’t the ir food supp ly from trmide embargoes. Eventumully , the
reduced trade barriers mi world mugnicultura l mamke-ts would lead to an e-xpansioni in
V S  gra in e’xports.

Muc m- e spe’citic’alls’, 1.1 S . expeirt gm iunls would he achieve- ut m t ’ the’ E(’ could be- induced
t e d wit hdnaw its subsidy (it exports cit surplus migniculturm il products. w hich conipete’
w it Ii 1 5 ex ile it - Is At presetit - the’ (‘Al’ has rio proc’ us~ uni for autoriimi t ic production
cut bmic - ks o um’ stcu c ’k pil ing of ’ surplus product arm m ul t e ’mnc m u t ive wmuvs of’ han dlin g the
surp lus prodttct ion problem me-suIting f ’r’euni subsidi,.ed mug ni c’ult are-. l Ithe- E(’ nit-rely
agree-ut to set  up the adniinistn ’mmt ivy mmich umce ’rv fun such grmtini stock pi l mrig b r  produc’-
lion cut hac’ks . n’egmmrd le ss oh ’ t he- size o f t  he’ progmmlrn. t Ii is could be- t u~ the’ advantage-
of’ I he- t c

i i  it eel States m um i d could he mur’gued to balance’ the mist oh ’ a 1 5, g ~mt i n stock
program . be’c’ause- it would at It-mist tiic’i l itm m t e- I ho’ c-vt-ritual re-moval of’the’ E(’’s e’xport
subsidi-zmut ion pmactnce’s

(‘onceiva hly , U.S c-xport gm umns could mi lse u be achieved by tying US. grain stoc k-
pi lm uig m m m c d stable II S. grm ui nc export price-s to re-c ’ipmoca l e.’once’ssions on the part of the
E(’, ~Japm mni , (ur ot he’ m count mit’s mut the c-urn -c-nit round of ’ Malt ilate rmul Tmm ude Negotia-
I uc , uc s in c Geneva. I 1 ni te- d SImi le’s e bje’ctive’s at the’ ice-got iat ion s include reductions in

m niport tar ifF lu amm ie -rs toe 1.1 5 migmi e’ult anal e-xp umts . mum id in E(’ uconitar ill’ barriers
to agric’ultun’ mi l trade- , suc h mis production mind e-xport subsidies. Othe-m U.S obje’ctives
more’ broadly m nc- Iude’ ge-nemaf re-duct ions in tmiri(f’ anici nontamit !’ (ma de barriers to
agricu ltural arid nonagnmcu It a mm ml conic nciod it it-s . mm mc d missu malice of ’ regular supplies of ’
priniiam’v commo)dit ies t ’ro ncc LIX’s.

It c miii be argued thm m t US . g mm m m mi stoc ks , b~’ stmm hi I h ung weur ld gr mu imi prices mund
c-o nc sttm imp t ue u ni le-c ’- e- ls . furl Ice - n th e - fbI leuwing (.1,5 p ou lit k’md object ic- c-s with mespec’t to
de-ve- loup mnig countrm e-s: I Ii inic’me-ase-d p01 it ic’a l stabil ity in c poor c ocunt mit’s , at he- rwise

hr e -m i t e’ i)ed by sharp fluct uat monis mi  toad l~ ’m(’ e~s~ 2 > i nc’re-m used ec’enconc mc’ deve-lopnme nc t
brough t miheu ut liv ne-duc ’unig unce-rta int me ’ s miss tcc mmite-d wit Ii fbre-c’ast mn g mu ic p or t e-xp t-ndi-
ure s~ Itt> m u  rebuild uncg u ef  US pre sl igt i nc t he wake ’ c c l ’ \ ‘ ic-I mcm u iic , achit-ve d hs pmojec- t ing

S~ Ie’zmde’u’ship tm seu l vi uig the food problems at ’! he- world s poor; m e rid 4 mm de ’mne unst ra-
tion of n’e-sponsihle- he -h m ic ’-ioun ’ on (be’ pm mn’t ot ’ the ’ ( l nmitc- d St a te ’ s w i th  n’e-s Is-ct tee i ts main
e X f)on’t , food, w hich might he- lcou pe d to induc e 1.1 )( ‘s miot l ou re-st n’uc ’t I lie-in’ export
supp h ie ” — of ’ rm uc ~ mmit o-n’ um m ls anid o c t lie’,’ comnuoud it ic ’s

It naught he’ an’gued t hi mu t incmt-ased 1.1, 5, grm u ini stoc k pi ling lem io ls t~ u uiiore ‘— t mtbli -
pmm ces mend re -lu m uh le ’ t 15 e-xpoi’t supp lies, tot Soviet ( mi n d f ) e- i ’ hcmup s ( ‘e t n t u i t i t t n t  st ( ‘h m m n ie s -u
reliance— eun c US gn’m iu m c o ’ x poct ’ ts . toe Emis ! We st ec ’o uulocm nR’ mit c-gn a t m ,i im m i tii l e - v e -mctum i ll s’
to ) r elmi xmutm ci u i cu t ’ cuist l ~uou l i t ic ’ mi I m mmcd u n i l m tmmu ’c’ tens ioun s

A tim i mil  m c m ml ionm ml min’g c un ic e ’ m ut bum m n ic m’ eased 11 5 g rcu m stoc ks l i ( u ug c ’ — ‘‘ mm un cdt n’ i nig

oc t  hen’ count rmes to) shmm n ’e- s t ul r ’ mum 4 e ’ c ’ ,’s ts houn ’ni h’. thce ’ I S ( ov t ’ m ’t i i i ie ’n it  Such min i ar
r’ m u ncg e- mae - mit coci Id be’ m ic hi c-vt —ut ant I v t Ii m’ o ug Ic mc nit-go it mci !  c -o h m ign’ee- mi-mit , u ii w hinc hi st mcli Ic -

price-s min d n’el imuhh- I > S e’xp o ur ’t su~up lie’s wt-n ’ e’ uuf hi’ni-el i t t  e ’x ’ ) i cm n c ge - f I r  te cm m -mg nu o ’t intrm-
but ions toe ci t.1.S s t o l rm ig e ’  pme)gi’mim

‘l’he tce ’ go t u me t juig c”m i lu e id itucre-as e-d I.! S grain s tu te ’ ks us o hisu ’i isse ’o l mi nd part m aI m
t ’v cu l um it ecl mc Se- c ’! m d c i i > -  V mm cd V I, w h i c h ole-m e l  w i t  hi i ucul r t  mea l  m mnuol tu i ( i t l e ’ nc ie ’ mi tm m t honc
mispect s o tt ’ mm i c ’n ’ e ’ mu s e ’ e h I’ S gr c i m n —. t c to ’k~u m l in cg ‘ I’hcm- bn ’t t l imit mi ic t st  tec t ’ t ’ d g ? l  u ’c c t u t c t  i de ’ s

he ’ upt ion out c e ~ e e ‘ n c  i t rig ib m-in ’ u ccc mu si u t e ’k j c m l m rig ~tn’iu gm ’mmmius t u c - n  al it mit ’ c u  mu  ~a’uce—s t ai l
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gumun ’ancte-e’ supplies I in c i t s the ne-got imit incg c’-alue eut ’ imic ’rc’mise-d 1.1,5 , grain stoc ks. At t h e
sau ce tinie , most of’ t he- c’(uic (’essiomis which thct - (.1 m u ted Stmete’s seeks t’ron’m tbre-mgnc
c-ouncl n c’s mippean’ to he re- Im ut i ve ’ Is vmu l umuble to t hose’ c’ u ci i  nit n e’s 1 lowe-ve- r , to t he- extent
imicme-ased U.S. grmu in stocks have- negol iat trig vmu lu e ’ amid gnm cu n ste uck pou hi c ’y is t he’ most
c- fleet ic-c tool ton mittaim i inig i nte-nmi mu ti , uum mil obpec’t vt ’s . t his v mulue- re- pre ’se-nts a rnarke-t
c ’xte nmim u t i t v  that would just if ”. rm ius mng t h e -  Ic-vt- I of ’ ( t  5, grain stou c ks above’ their
pr ivm ule ’ -m nan ’ket - de-te-mni i ince’d Ic-ye- Is.

Grain Stocks for Food Aid

(‘onc’e’ptua Il~’, food m u d mind gn’ain stat-k issue’s could he’ se ’ t t l e d seque ntim mlly . First ,
the- dc-sire-ut exp e- ndit tire- her t oo u d aid purposes would he- de’tcrnc int-d. Next , t he- admin-
istrators of ’ t his budge-t womuld (It-c -ide’ whe -the- r to I ii mm ccum ul at e food reserve’s when
foo d price-s we-re low . spe’c’ it i cm il ly for m u d  pun’poses lmite’ r on; (2 1  buy foo d in t he- spot
mmi rket uic lv at t hit- Ii mice-s mu mcd inc the- qu mu mit it me ’ s uce-c -ded ; 31 pa mchasc , in the f ’ut u res
mmi rk - t , opt ions to buy food Im ute- r Ibm aid use-; or 4 i t  ranst ’em t he’ cmcsh to net-dy people
for the- in own use- in purchasing l’o(ud on’ whm ute ’v e’ r the- v wanted more. This is not the
place’ to discuss the- merits of ’lbod aid, but it is approprtm ite to indicate lucre how graini
stoc’k policy nimuv itctl u e-m ice- fbeid aid policy. mmmc d c ’ mc o ’ ve- rsmu.

(;euc”e’rmi nit-mit de-mmmnid for gma imc for baud aid purpeuses s huu Id be’ mini mcounced mis t~ir
ahwmud of ’ ti me mis possible’ to allow lice’ pnivm ite ’ stonm ige’ market to ) take- this de mand
imc t O mtcc’euu nit - ‘ If ’ plann ed g uve ’rni nu t- m i t t-xp en id it art-s for food mild are’ nccmude k nown to
t he pm’ivate’ m,crket iii sutlic’i e’nt t m it- . on if ’ gove -rnnue-mit food aid policie-s are- predictmu-
bly t it’d to market c’ondit ions, the- private- mcc mt rke ’ t can be e-xp-ct e’d to increase its
gma iii stocks in antic ’ ipmct ion of’ the’ gave- mince-nt t ’ood aid purchmise’s inc t mmc’s of’ short.
muge. The pr ieate ’ nr urrke ’t ro il! str ’ m it ’ to pre ’o iie-I a ntd ae’ecuu nit / ‘our /~ueid a mu! p urchas e’s . e’eenm
ii ’ the’ ~mun ’e rn n nre’nr t oluie’ ,s n i c ut .spe’e’utv mIs m a te’nmdo’d f~sid ard de ma nd. The additional
pri vate’ storage tends to raise’ price-s in abundant years mind diminish them in lean
years. the-re-by diminishing the’ cost of’ spot purchasing grain for f’ood aid whe’n the
de’nimmnid arises. Be-cmuuse’ the private sector can be expecte’d to adjust its storage
I)olit’ie ’s to mccconimodate ’- t hie le’v e- l and pattern of’ gove-mnmenl t ’ood aid purchases, it
is riot och ivious whe’the r food m u d  c-m im i be’ pmocvide’d mico re’ cheap ly t hrough government
stoc kpiles , spot purc’hmuso-s . icr forward count mmccl >-

I loc’c’ c’ve- r, oa t ju c u h lu - t m! ~,‘ r c  c i t  ito/s . n I niar intake’ sense Ice s tou e ’k pt h’ / b r  aid rc ’qu tie-
,ute’nu (S (c / i t o  j un - t o e ’s are’ l i e t c ’ e ’s(, h~’~’~~us,’ I/i us tunic’s t in e ’ ~( e ue ( I Ot i ( !  iut mn ’ c ’ hase ’s tu ) uS’(’ilr ne/me nu
o - o e nm s t m n n m e ’n’s o mnmd ( o n x po z \ e ’r ’.s m i t e ’ l e ’ois f .sc ’ r u . s u f t c ’ aI dol t ~t eui~t o lr td ! ( l tm - e r Ie ’oI /oosl metipp ln’s. By
‘-.1 oc’kpil i icg L’rcu mi  I lie’ gd ive -n ’ m i unenit is he’dgr ucg its cm m i co ’ m’t m c um i t ’ood mud m- e-e f u urt-nie-nts in
t he Rit im t ’ i’s ncar ke’t G cc i ’ t ’ n ’ nmn r ue ’ u t t  jlim? ’o ’/ t tm. se’ uI / o - oml! e e j i ( , tunm s i- e e ti !oI jIr’ol’ide’ a su nm ilar
he’oI fi~e ’. Ot ’c’ouu’se , !axf u ilve ’t ’s ari d c’o insu nice ’n’s l i t mu s iuro~te ’st t he’ shi iume’nct ie t ’governncent
gra in st e u u.’ks dun n-m g product io um shier! bulls me ’gmirdle’ss oil ’ w hie’ nc I hit’ stocks we’re’ mit’-
c’cm nii cml m et c-ut; lice-v ncim cs argue’ I limit st o ue ’Ls should he’ use’d donce st mc ’al lv to reduce’ spot
ncm irke -t pr i c e-s

Th4 ’ l e ’ t ’ c ’I ec / ’ p’e ’ s c umcn - u c - s t!e ’c ’ llte’eI t o fbee u/ dii i !  ro o m y itself h’ un m / huo ’ no -e ’ o ! hr gt it -e rnnmo’nn t
~~~ sttut -k jio u l m i ’ t t ’s so I / n i t  / uut 5 l fbr’ arc ! pmcrpcisec’ h~’t’ ccr iu’s m in i c ’xte ’rn iu l m Iv e ,ffc’c-t cu f

’

ii -c ’ n ’ nm r im e’ n m t gra m nm c (ceo - Ic>- i re ’ Ii! / c  a’ ic It ot t  e r ’ e ’ n ’ Pu rpi use ’ F ood don mit i onus to ) f bm - ignu cou n -

- ‘rh —. ei r r i c e u nu - e’rr cc’u lt c ’c eui h u i it ,- c u u c ~t h i ’ r r r i - r ~t e ’ e i ( e c i rum r e ’ !r;u - .u r r~ c -c , !! c c ;c i  uct r u ,.
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tries through t he- PL48() program amid to ne-edy people’ m u  the tj niited States through
school lunch, domestic ’ me’lief’ distnibutionc , mind othe-r o !oun ucestic f ood assislanic’e- pro-
grams b mmv e - in the past be-crc the’ re-s ol ts of ’ muc ’cc mn c cu lmc tin g unwm unted (‘(‘(‘ stoc ks
Politically, it nc im my be- e—a sie—m to ) allocate re so)U mcc’s for t(ie id aid mndmre- ct I mus -,c si de-
hence-fit to ) a grmuin stoc k plan rmit he-n’ than di re e’t Iv. us would he ne’ c ’e- ss mmrv mf ’ t he-re were-
no go)v(’rncment gmm uin stocks arid food m u d hmud to ) he o i h ’c t mi inie’d on the- spot ncarkc-t .

Price Stabilization to Redu ce Domestic’ Politi c-a l Insta b ilit y

Suhstmunt ial price— vm oriahi l mt~- -xm uc ’e ’m hmite-s ceut i f l u m t s  ml t ) c u ung gnm im nu produce-i-s amid
consuni-ce- rs I inucluding gniiin pro)c’e-s socms mind I (ye-st  uck pro c d um c ’ t ’rs ‘. mind it mmmv be- mum-
gued thiat the resultant dis smol istbc’t ioun i i i i  pose’s c ’~,t e’n tu ,ul Iv u ’c csts ot n i gove-mn cnient
Grain is mini iniput inc livestoc k product ioun ) , ari d h ugh m utid Iuiw grain pnic ’es be-ne-fit grain
and livestock product-rs mu n d com isunct’ms d ifli-rc ’nct lv . \V lm e- the- r grain prices are high
or low , some’ se’ctors suffer at the expe-m use- of ’ othe’ms.

Market operators are f ree to ) protect thc-nuise lvo’s mugainsi such pr ice variation
w ith future ’s con tracts mind tho - ir own stoc ’ kpiltn ig sc he’mcie ’s , but such hedging is onulv
part ia f lv  used. By remmcining pm urti all v urcpro ift- e ’te ’d agmlinist price’ fluct uations , grain
producers , trade -u’s. and users re-ve- mul their belie- f ’ t hat the’ addition al protection jus-
tifie —s neither t hit’ stommug e’ costs nio r the pre’m iunuu un mm fat u re’s count mmict . an k-ss at h ers
can be made to ) pay for these c’oust s

Alt hough partial ly unprote-cted by chounce , dus smu ti stie-d grain’. buyers and setters
wil l  protest whemi grain price-s move’ adve-rse l y arid unomdinm ute ’Iv Although unjus-
ifie-d , t hieur c’eunc plaints niimiv bu rde-nu gou c -e- nti n- m it-mit wit Ii midn cui nu ist mmu ! ice ’ e’x pc’nust’s that

could hc- muc’oide-d by stow k piling and proc-iding price- stabilization at tm uxpa ve m e-x
pense. (‘ounc’e’ ivm ubly , geuve-rnmenl-iuuduce’d P r i ce-  >- im ih) u lizmi t ioni could muv c mt sufllcie-nt
mudminist native’ costs to ) nil we-igh the- cost o f t  he’ inc ’n’o ’mise- d stabi I m~~mt ioni. (.Inf’ort unc ate — -
lv , u- c ’ /u to ct c ’  ct / ’ lie) re’ Im ah le ’ u -u’.’ tcu e ’ m ’ ot hu o i te ’ t/n t ’ goe u ’ c ’ r ’ n t n u ue ’n i t on dm un nt s tr o t f in ’ e ‘us!>- due
t u e  se ’u ’e ’r e ’ p ru ’e sI c-tri g> -. arid thus to e ’t ’ a lu io t te ’  t ime ’  un tocu ru t ui~ tnto ’ re ’ase ’d jun o - c ’ sta hilnl’,
j us t ified h’. th i s  ar gnmnnme-nml ,

Differential Government and Private ’ Sector Discount Rates

‘I’he disc’ounct mm u te ’ mt ppn’opn ’ i mu lu’ III use- inc o ’vm ul um ul imig ~un’uc po us e- o I g,uvi ’mni ncue ’nt
u ( c ’ c ’ t  5 h ucu - . lu ng heo’n c m i i  s s i mt ’  in t be o-t ’ot iuinc m c ’s h u t  u n  c i t  ut ’e- t u’. ‘ r n  me-a l ni le ’ n’v e ’ tc

utni mum t lie’ I) r iv mute ’ s t c ’ i ’ mu g o ’ tc im i m ke -t is se u m uce ’ I mmcci ’ s e’spouse’d oni the ’  h imis d s I hmet g t c v t ’ r m c
t a o-rut dusc ’ounc! i- mute ’s. mt i ’ e’, u t ’  should hue’ , Ie c we ’n’ I han p t ’ mvmu ! e ’ so ’ c ’ t e i n ’  ch i s c ’ uiit i t mm u t e-s Th Is
proposit multi is um s e m mul lv  sum f upour ’ t c ’ d by e’it hue ’n ’ o c f ’ I cr0 m in ’guuime ’n cb~, cu nie ’ n’e lm ete ’ , l to mini
mu llege —ol m u hi lm tv c u t  g cc v o ’ n u nui e-uct Idcd i ve ’t ’s mt v n’m s k m i d i um ’ e fu ll’ . t h m m n i  f l i t ’  j umm c’ mcto ’  se-ctu im ’ , min d
m u mi o ) t hO- n’ me- Imi t e ’ d lo t  mini m ulle ’ge ’ el r- e- spu unis i hml i t v  of ’ ge u v e - m ’ t m tt i e -m i t  t i c misc ’ mu lower elusc ’ucm mil
rate- I ha n  thco - private ’ s e c t o r  in c ccn ’ de ’ m t u u  do’b’nil I Ice ’ mucl e ’ r ’ e ’s ts c i f u t u r e ’  ge-nc e ’ mmu t onus

‘I’ hcc se ’ who n he’ Iuo’vo ’ guuv o- n ’ ncn ic c nut is bo -tle’ n ’ mu ble t h mun i t bc p t ’ .  m i t e ’  se - , t u u m  to o l mvo -m s if ’v
risk s t ’,’o ni i gr ’ai ru st e e rage- 1> -since’ thm u l t h e ’  m m m e ’ r e ’  sc ,’e ’ o c t l ice ’ g ecc o - rnm m c c e - t i l  mul low s ml Iou
pool gn’m umn st mun ’ mugi ’ ris ks wi t h  m no lo-p m’ nd e ’ nit r isks Ir - uc t ic c c th c e ’ r  go iv e ’ t ’ ninc c c- t it pree !e’cts
(‘onve’n’se’ ls , pn’ m~’ m itc ’  ‘.1 u ’ rc ’r - ., timimuhl e toe so n m hi ce ’ t’uif ’ . t usk c u e’ m ul le gi’ol t , c  he- c dv t ’ r hur
d c— nut-c l c c m t h c  uueti u fi ce’i’ — ufu , ’ I u’ isk , w hii u ’hi m t icr ’ t’ ; c s t’ -. th u e’ e’ c.;ct ’c ’te’d c ute’ u t ’ re’t umnm tIc — s 
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me’eluin’e- on iicvc’sted capital. As a concsequencce , th e- private sector would store grain
only to t he’ level at which the expected profit from storage- couve-ms both the cost of’
ston’muge- mmc d thie overvalued risk, Govemniment , by diversif y in g its risks arid thereby
lo uw c’ rm nug its risk burden , would be- muble - te) profitably store grain be-rand the level
start-ut by tb c e nciamk et , This murgunuenit amounts to the proposition that government
sto)ckpuliug would be- profitable- and therefore- beneficial both to taxpayers and price
st m u h u l i zm m t i oun c unute ne-st s , This mi r ’g ur ucc - nct could nc o t be used to just i f y stockp iling that
did ma it c o  cvo’r storage’ c’osts in t he- lo incg runt .

I Ic uwe-v e r , t huts murguncent ignores the- possibilities for diversification euf’ risk in the
pr m v m m t e - nc c m urk e- t . The- c’onucmo ditv mm cd eeluitv ncarkc-ts allow in dividual private- inve’s-
tons to du ve -nsm t ’v storage n-isks by purchasing sncall share-s inc nuiany assets, They cmun
cuwni sncimu ll quanc til ue-s of ’ various types ot’ stored grainc , and they can purchase shares
ok’or’porations that cwn u grainu stockpil e-s. The large inte’grmuted grmuitc marketing arid
e-xpc )nt ing f imr cc s . racist of’ w hue ’h mire- ncot publicly ownied, operate subsidiaries in nona-
gricultui’a l in dustries and there-by spread the-in storage risks throughout the’ econ-
turns’ . I3s’ c’on itrmust , t he- gove-r ncnie’nut sector is less tha n one-fourth the size of’ the
pr i vm ut e- stc’tor in c t he- Uncited State-s amid flum es’ be’ less able to > diversify risks thm unu the
privm i t e se-cton’, despite- its size advmeuuta ge ’ ouve-r individual fir mics. Thus , it is not at all
o bvious whce’t hit -n’ gou c- e-rmin u -nc l or ’ I lie privm ute iicarket is bette r mubk- to diversify risks, 15

Some’ argue t limit gov e-rmui ’ne -mc t take-s or should take- a lencge-r mu c- c’s! nuenct v iew
I I um u m c t h e ’  pn’ ivate- ncarke- t , he’c’ause’ g u v e -rnm uie n u t acts , cur’ should meet, mc>- trustee for the
mat e’n’esls of ’ I’ut uro’ gc’nie rmlt iod nis . Tb us ‘‘ c’ lm uuni ott ’ poste-mity ’’ mumg umuie-n it is e-spoused by
l,c , ld >-Io ,ui ) u .  

~‘ ho c tra ce ’s it h muc ’k Ru [ t i e ’  n mmme - t t ’c ’ u i th—e - e ’ u i tc m r y w r i t uu c gs  o u f  Bhoulcni-
hmu cv e ’ rk , F’ t ’ ld s te ’ u m m e ’ecuu e ’l~iclen, t l i mm t gu I ’ . c ’ r uu i ie ’ u i t  ‘s j tmdgn u ue ’ mu cu f  the ’ i’e ’ l m u t uve ’  s o c u ’ m mel
e u tu l u t y  ou t ’ ( ‘omisu i n i l l ut m c ) uc mdi c l m f f ’o ’ re ’ m i t  h ioumt s iii [j i f le ’ ‘-. I i o c ~i h c l tue 0>- c e1 cm ’ , [ h o ’  s u c c im ml c l m s—
o ’cc ui) t c- m i te’ f ec r o ’c ’ mu lu umutu n c g l u r c d l d o u s t . c I  gu c c c ’ i ’ m ma ce -m ’ . t  I dre c j c ’c ’ts ,

I Iin’sh leif ’en’ ’ dismisses the- c’la inui—ol poster itv amguruue mi t on efh ic ’ ienucv groun ds.
‘l’hie- midop l iotu , smu s , c c l ’ a 5 pence-nit dnse’ount rate- fa n goc’e’rnumi ce’ni t ste uckp iling e)r any
eit her inuve ’stm ice- nts amid mu II) percent discount rate- for ’ private- ircve-stniue’mits would
tuiemm n t limit t lie-nc ’ would he- m mives tnuc c- n uts in t h e -  private- see’tc in nuot uncde’rtakeni because’
the’v would tieut lie’ just itie-d except for disc’c umct rmite’s cii’, smus ’ . be’Iow 9 percent. Mean-
whim Ic ’ , howe-ye n’. gm dve ’ ru i nice-nit projects v ie’ldi rig on fy 5 pc ’rce-nit would be’ mudopte-d in the
puhil uc “.o - c ’ t c un ’  The- d mspm ur ’ i tv u t  pn’ ivm ule - mi n d public’ rite-r e-st n’m ut c ’s wonild Ic—ad to the’
m io lo ipt i u  Inc out ’ public - projects I hmut wo re’ less pn’euductuve’ t l cm u n i private’ proje-ct s riot being
m md o e plt -eI. The dms pm un’ It s of ’ uu i l e r ’ c’st u- mi ld ’ s cc- ouu ld nice-mini t limit , give- ri the ’ muggre—g ate
cm m u cuc u nil ot t put-se-nit uric - c-st tc ue- ni t , less  wocu Id be- provided (icr t I - m e- f ’ut are w hen less

I’ u’ c e m c u u m u o ’ r u i  e’ c i t d d , u l muu t ,. l u c u c e -  I’ , c - ’,’eI t i ut- i c sum l u l tt cr i c c l  gc cc e ’ c ’uu umue ’ muu uu m i , ’u ’c c ’mc i ut tuc cmi c e ’ m m u m c u c e e i u t ’ c “ i- ’d ’ ,o~,’tt u c . c t ’ k e ’ t ’ . ‘ r u t he’ “ uu p l oc e ’ .u d i e e c d  i ! m c c t  ,‘ , ‘ c e ’ r u m u u m t ’ u u i  c c c l i  c l u c c - c ’ ’. u i c  ru - .k’. t h u d  mice ’  F cru c ,ut t ’ ’.,-, iuc u’ u ’ , cu mtmo ’ i  ‘l ’ Iuu ’ .
u r c ’ uu u r u c - r u i  co o - . . uc lcc u mu c c ’ , !  ,u ’. ,- ,un ’l ~ u. 193$ le~ Ku ’ v rc t - ’.” ui u ‘“I ii,’ le e- I ,  -‘I i ,e c, ’ r n uuu t ’ mui  s m i ecrcmg t ’  ci h- ’ ,e , eel ’ . ruu tb i m,
mmc ci I~ucos \ l . t t c ’ r ’ u , u I ’ - ice , ! ‘ I r e ’  t mmi c ’ u ’ud . , t u ’ , r u . u I  ( , ‘ r u i  r’ ,’ I e el It.ics ~l , mt e ’ r mcu ( ’ ., ’ , m t mc i u’ I c C i t ’  ci’, l ’ c e c ’  icc l lc e cmul i ,c k
ke ’c ’ , t- , e c c u , c n u m ,  (~‘ ‘ l i e  j eu’ t hu,  (‘ ui  ecu Ste  t e e ,  itumi u !c ,’-.c- ,uc u i !rcer ,, - . u i  iii,, ’ , t hc mtm c cc u , c lc  ‘ c-  thm ,— ~u u p i cc—u t m c un .
c c umo h t l c t - c  mg mei r’ e ’ icee i !i t Ic , ’  e u ’ i o , c i  c ’ ’,’, m r  e e ~e~c c e u ’ t u m c i u t i e ’ ’ . ( ‘ c c ’  , ! u c e ’ r ” e l u ,  , u i i , ’ ru  cc i  —l I e u ’ ’  r — k .  c tuu e l  if,,’ u ucmu t cc

e e l  r u — k  t!i c, ’u - . u f uc - m i u c c tc !e~ m ( r e -  tz t ’ c t ’ ruc t t u , ’ r mt  i l u I ( t uucmmi , ,l , , I u i i - . ’ c rc  d uct ! ~ r,Ic , I’ c, ’e ! l~e ’ - e ’’ u ,  I’,c l uc e ’~
% c , c l e !  (‘ ‘ ee c! “c c , ic e  d o - , m_~’ , ( mmc c l h ue- u.k c !u ’ ,e ’u ’ ’- .u luc ’ ,ci u , i r u or c~u u u r u e - r u i  h e r  g . ’ cc ’ m’ c di cu e ’mu r u c,ic ’r c,’m c i uce n ‘ u m u c c e e l u

o d d , ’ ,  n .m
I I ,  s~’’, cu ! ‘l’ m u u u e -  l’ r e ’ i e ’ r t ’ u r , t ’  l ) u” e ’ , e u m u u t  t lcut , ’ mc (‘c,’.i J t t ’ mc e ’ t uu  \ n i . u l o

\ o e - , - i u u m c ~ t c muummum t ’ ,, nui cg hi hi’ L’ e e u m ’ .u , i , - e ’ , ’ e I t , e  c ’ ccd mi c ’  u u muc i,’ r c m c~’’ ce’ r umicr,’net ceu, cu u , I , e i c -  t e e  c u r  cc I, eu — u,’ , - (e cu
t m mt uu rt - om e’ude ’r ,c iu ’’ uu’ , Iliu m , ‘ n n l t - c ’ c m , ’ tu c ’c t cc tco i r e - l i e - i  ‘ ‘ ‘.-.c’ m m i i c ( I c  m uc c ’ c t loc ’ - . ~, tce — i  mumcc , ’ i c t ’r. m’ t - — i ec c t us i hu lm t c  i c  r ,— o im c
I cu t tumt , ’ itu , ’ c e nd d , ’ c eu mo l co’c- ,u j th t e e  .c , ’ lr ut - c t ’  . 0  ~~~~~~ t ’ e i u i u t . u i e t , ’  , , o , ’ e , c l I  , I u ’ . t r d b c u m t u e c u c  ‘ I’b u ,-  t ee , ,,! c cc l (ci ’ .t ct io ’ metu ’ ’ er  t e n
i ’,e ’,, ’r cccc c t’ cu i c u r e ’ ,  ‘ , , ‘ nr d ic un cr c gr mc u ii ..(,cc ’k~ e n ( i n j ~ l i ce— . , cl rt ’uidc hc’,’i c lu’.,

S ec -u,,! t ’ u uuct ’ i ’ e’ c’ (r-c— ,’ cuc ’t - -
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productive- ini c’e-stn ienuts were undertmukenu , Evenu if ’ it were agreed t hat there was
inusufh icie-nt pn uvisionu for the’ future- , t he- no-nit-dr wo uufd he- Ru squeeze curren t c u r l -
su nu pt ion I i ncc ’ re -m mse ’ meal 5ii’.’ ncgs I but c-ri force ’ mu c-tunic marc tnt e’me’s! rmmt e I h moughout
society

I ni sunuuiucm urs’ . ox o lrfi’e’r’t’ni t n emi  ht ’tr o ’ e ’e ’n prt t o t  te ’ on rid ~,‘ocn- e ’ r r t rnmeni t dtso ’ou u nmt rat e ’s o’un m
he’ o ’o:u ’/ i ie i e ’d u r n  i s - f

’rourn ox pun’tta I aria !v,srn that ou ’e ’n li uuu k> - t im e ti c ute r i !  mu! f i) r  pm cute ’
,‘me ’o’tcur r isk ol i t ’e ’i ’s i f i eut io n our f / m a t  rictr ’,’onIt ’ l\’ o’oumsidens the ’ e / a n  1dm o/ j ) o) Stt ’r i  tv f i r  pu bitt ’
so’o’ fo ur mut t  es! nie’,m ts on! . Time ’ m use ’ ur ci mfl i’ne’nm f pi t hi no ’ it rio! prm t’u to’ se’o ’f our mscou n I nix tes
th$’s r iot appear- to he a slr o c rmg c’nni)ugh basis o cn m to ’ !uu’h toc j u .st n f ’. ’  gout ’t ’ rrm rntent unnter penm-

no r m inn pri  n ‘a te scn ’to r gra inn stora ge ’,

Grain Reserves to Reduce Inflationary Pressure

Sonue have argued that fluctu mctions in grain prices contribute ’ to unf 1atmon,~
c

Grain prices in cash grain micarke ’ts mine ’ ge-n e-rall y mic’ c’e’pled to be highly flexible
upwmirds arid downwards, but it is argued Ihm ut wmuges m mmc d sm ilami e-s in many industr ies
are’ flexible’ only upwards, tendincg to rise’ whe-nc t he’ cost of ’ living rises , but not üiIl
wh c’mc the’ cost of’ living bills, Fluctuations m u  grzuini prices mine- said to cause intermit-
Ic-mit imlcn’eases in salaries and wages (a “ratc he’t e-fi’ect ” I that coum utribute to inf lation.
Ac-cor d i ng  to this mcrgunuie-nt , gra in stockpiling to stmubi lize’ pm- ice-s cc’ould reduce infla-
I ionu -

Even u ace-epting, fi r’ tb - me- nccunue-nut , t he- validit y of this mmutc ’ he- t e’fI’e’c’t . it would niot
be- qum umit itm uti c’ e’ f v  very important - The’ whou lesmi lo ’ value ’ oil’ donc e’sticmullv use-ut wheat
mind fe-ed grain m’e’prese-nts mihoul 2 pc rce’nt ou t ’ ti _ S disposmub le- pe ’ nsmcn c mi l mnicon ic- , so t hat
each 25 pe’mcenct inc ’ re-mus c’ m u  whole-smile- gnm uini pniu ’e-s wo uu ld manse- the- c’(ust of ’ living, mind
t here’t icre- wm ige-s men ’cd salarie’s , liv mit ni-moist ( 15 pe nce-n ut , muc -or diuug tee tb - me- mebe uve’ argu-
rne’nt , cc lii Ic e’ach 25 pe’nc’e’nt dee re—muse- m u  w lioilesalt gr’m u t mu p r i c e ’ s wouu Id have’ n- mc i e’th’ct -

Bouth I lie- dimec’I t-f I’e’c’i ou t ’ g rmi mn i price-s ounu t i-me’ c ’(us ! cut’ I ic - it - mg mm cc l f i rst rcuund mn cd r mect
ef l’c’ct s I hn’ocugh’u hre-mid mu mid n- mit-m it price’s mine ’ inc’lude’d liv I hue’ mu boc v e ’ (-a lcu but ma rc It
ignio u me>- ole-c’ re-muse ’s in t hue- c e  nusu nip! iounc of ’ gnmu inc m m mc ii tic c m  it I limit cc’ouu Id f ’oI low f ‘mcm i
i n i c ’n’e-muse’ s iii t h e - i n  n’e ’ I m i t  ic -c ’ price’s , mind I h cese ’  mid jusf ri ce-nit > - would uci ode -rm m fe the ’ cal-
c’u lm ut e ’ d c’iumuni ge ’ in I he’ u uus! cf I r i n g  W o ’ mime- ncu l sugge-sI im ig I limit  t ice ’ rio-mum tn-eh lmnug
if ’ grmi i ni price’s since ’ 1972 did flout mippt’mir mis mc shmim ’p u micro-muse in the ’ c ’cd mus unue r price
indc’x , hut n’mit hc e- n - t i umut I he- pm- t’sunced n’igi(lit ic-s inc pnic’e- t loio ,’I umut mou n i s m m n ’e’ unin ci peum lmu ni t

\ l cun ’ e t ’cumu o l minu ce n i tm ul I’., t he’ l ie - l it-f ’  t hm ut u ni t imut i c dncmur ’v  ~~~~~~~~~~~~~~~~ 
m u !’u so ’ f ’rcunc i t lue ’tumi-

u ris ri m~r mu in ~n’ c ’o ’ >- ste-nuts fi ’ounii me basic’ c ( ut if ( isio ) nl be- tcc - o-e n c Il - mi ’ fo un’ e’s w h~ ’lc (‘moist ’
c hmuicges in n’ e ’ l o m t i d ’ c ’  price ’s ,iri e l I huuse’ cc - hum c ’hu mu f l c ’ c ’t t l ie’ go-ni o ’ n ’ mu l  P~’ dce- / t ’ d ,’/ . m i  demur ’  v ie— v,
W h It’ it ms u lu i to ’  t r ue- lhm ut mini in c cru ’mi so’ inc l ice ’ pr ice’ cut gn’m u d ni woc uld i ti (l m c ill ~ mans e ’ the ’
pm ic e - out gr’ m i m n - m t i t t ’ t i s i v e ’  gou cc hs AtR ’ hi mu > - l o o m e d  mimi m m d c c c i , u t m c - no d I r otc’ that t his e’fli—ct

cc’ ould spill eu ~ e u ’  toe  lcighe- i’ price’s h O ’  mi ll gc iucds mm m iii Sc ’ t ’ ’ .Ou ’d’s ‘I’hue ’ m tcc n ’c-mi seoi muse out

do el t :mr> - t u c  bus’ gn’m um n - u t i t e-n i s i ve ’  i t e ’ u i cs cc - ac m lo i t o - mi c e ’  Ic c-.’. t i O e t me ’ \  t e e  s t u e -nc o l to r i  cu lbe ’ r ut e ’ ncc s.
murie l I h iu c - cc’o culd c-xe-mt m e deuwtlcc muroi pressure- ccii t I- me ’ ;cn ’dc ’e-s o ct ti -me- l,it te’n’ By ceumut rmmsl -

u - u s e ’ mm t he’ l ct’m u ’c’ Iec’ e I , t hat is , mu rise- in th e -  mivo ’ n ’ muge ’ t n’ie ’e ’ oil mi ll c o cuco ls muni(l S e ’ t V d ( ’ e ’ > - ,

ocean’s c%’ he- t i we ’  i mm ic ’ o- taco- c ’ nucd ene’v t u e  s i ce c muo l  tn mutt o imi o ’ icmmnm ~ c ’ o l s t c c c ’k ccl  go xiois unc ut
se-n - v i e d ’ s , din’ cc h- me ’ nc we’ limu c> -- t I - m e- s munic u - mu n i i c e oinul  cut umi et ni e’ ’ . t i e  s; ce-mc ol  mint mm sni i mu l lu—n’ o l o mm m ni t  it ’ .

( ‘ ‘ - c - ’  o e u c u m i l e ’ d , e , \  r d u , u ! ’ e - -. il mu ” , c c c Z u u c c u , ’ c u t  cc d ,n ’ c u u c c  “ t ’ ,  I. I”’ .i it ’ ’ . 

_,_ _.‘.,,,__
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The- ratchet cIte-ct us not argued to influence either the amount of ’ money or goods
in t he economy,

Conclusions

In summary, we find two types of ’ logicallv plmuus ibfe uhj c ’e t mvc ’ s Ion govemnnue-nt
intervention in private grain storage marke-ts: national ohje’c’l~ ’.o’s in the- interna-
t ional murena arid an increase- in ti-me leve- l of ’ food aid. In Sec t con ic -  V mind VI , we ’
concncent on t he possible contribution of ’ macre- m use d grain sto uc kpn h mn g h c u c c m  iH muc’ hit-v.
ing these objectives , Increased gmm uiuc stoc kpilinug could m el scc be’ use-ut lo u reduce- t he’ cost
to government of’ dealing with protests of’ grmu in conusunucers mind produce-ms mum isi ncg
f’moni fluctuations in graiuu prices, if ’ indeed these costs are inipomt munt. Grain stock
policy should not be based on a supposed dif !~rent ial between government mind
private sector discount rates, Increased grain stockpiling would not lower the mate
of’ general pr ice inflation.
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IV. THE COSTS AND EFFECTS OF INCREASED
GRAIN STOCKPILING: A REVIEW OF

THE ECONOMIC S LITERATURE

The’ approach te d c~rmui ni steuc ’k po lic y s u mg g t ’ c - to- e l i nn the ’ p r e ’ vuc i toc -  c - e ’ u t  u o o r p oe inc tum to

‘.‘\ e ’ t ’ :u I  key (‘c ’c itioflui c’ imm m ’mu nic e ’ t e ’ m ’ >- , kt iei w le- dge- cut ’ cc hiclm wo i u loh lm u c ’ u l utm e te td o1mc ~ unme k’
mnig. I” im ’st . it us nuc’ce-ss mun’v to c’s! i n u imute- the- re ’su uun’ c’e- c’ e rsh u t  cc ’h uc ’h md ol t t m o eu mu l stabi l i t y
m i  gn’amn i prices cmiii be achieved , per ’ u n it e u / ’ . b u i h d / t t ’ ., thmu t is , t bce ‘‘ F e no c ’c’ ’’ ret g rm ui nu price’
sta hilit c’ This price’ niiight be’ uic-misun’ c-el lc~ I hc t c i  ic- i to c V u - t n  mm m l  1 ne—du c’inig the’
c’ mun ’ ianc e ’e’ of ’ gu’m um n pn’~ ’e tluctu:,ut io,nis 1)5 1 pc - n e c -mcI , t mui e ’ X m m t mm p le’ Et’ciiiuuniu ic ’ m i n i mi lvs m s
w ill ncut be’ muble’ to ) est u nni m mte bcucc’ nuuc ’Ic price’ c- I mmlii lily ~ r rV c ’ t ’ t i  uuce ’ u i t  shec u Id purc’hmmse
be’e’muuse this cc - ill de- pe-uu d arc mac e’vm ulumut ioni c c l  the e-xte’rnial it v u i l c ~ u ’ c ’t ire-s of ’ inwme-ase’d
ste)c ’kpilnncg . mini e’c- m u luat oumu thmit e’conuoniiic mu n mm i l ys (s us nie)t suite- ut to po’rfo rnui. N o e r u t ’ t  he-
less , mini c~s! inc imule’ o t t  he’ c’ost-pe’r-u mu it o u f ’ gnm umnm pm ’uc ’o ’ stmu hm I its ’ n um miv en cmub l o ’  poluc ’vn c umu ke’ms
IC) choose ti -me- zunu coun ct of’ mu dditionimul s tmub i lmlv  do’sun’e-d, t lnit ’omtu m iate- Iv , e’xmst u nc g e-co—
noruc ic stud me’s do riot dire-ct lv muddre-ss this subject. There- os , lc uweve-m , an e-c cuni onulc’s
discussion ot ’ t he’ c

~de,sirmublt, size ot ’stoc k ,” which eve ’ t ’e ’vme-w m u  t ice first major subse’c’-
twa he-kuw ,\lscu , we- sum muumun ’ izo- mu fort hcouim i nig Rmind pmupe’r whic’h proc- ides mu pre’limi- -‘

nan estimate nut the price- of stmubi hm tv .
Seconcd , ml wo)u ld be useful to ) kncow tb - me- ‘ mm ml c’ ’ at w hi ic’hi goc’ernme-r ’mt stoc ’khco ldirm g

c’mun be’ e-xpe’cte’d to re— place private sec t on sf otc ’ kho ul d u rig. I hmut us . I lie t mmcc l ionu of ’ a
bushc’l luy cc’hmchi tlie Idr’ ivmi l e’ nuiarket re-duces its stu.uckh ulohi n cgs for e-ve -r v bushcel lie-Id
hr gouvc’rui me mut , Onic’c’ pc) 1 ic’ nic mi ke- rs de’c’ide’ liom cc nc ’muc ’hi pried ’ stm i bm I it lo u pmomo ute mi n d
hocv merge-  mu c’munn’yove ’r gn ’m uinc stoc ’k us ne’qu i u ’o ’ u I toe ac’lcio’c’ e- I limit Ic-c- c-I oc t stmubi I t~ - t i l e ’

(tue-St ‘ c d i i  mum sc’s of ’ bcocc’ Imurge ’ mu stc uck would hmev e ’ to be’ he-tel hr gov e- rtcn ue- ult tue muiduc’e-
t he- hev e-I ot ’ioi t m ml g cuve ’ t ’ u m ncc c-nct plus pn ’ ivmuto ’ g r ’ m u u nm s tec c ’ks de-sin’e-d ,Am~c umnc , lIc e’ e ’ x i > - t m n cg
e’ o ’ rr nco m cm ic ’s ln t e - n ’ mutur c ’  uhc ue ’ >- rio) ! mu nc swe-n ’ t h us c l uest mon i di me- c t ls ’ Ihrcve ’c ’ e ’ t . liv su bs idm m’ mnc g
t b - mo ’ pn ’ mvm m te se’c’toun ’ to Icocl e l inte nt-muse -il sto u c ’ km— , e,oveu ’uit i le tut c’muum m n me u ’ o ’ cis e ’ to u ! m i l  sto ie ’ks
‘,c- it hout dmsp lmie ’ m u cg m uuis p i ’mv mu t e ’ s l occ ’ks ‘I’iins uss ue’ us u his ~’usse’e 1 inc t in’ sc ’ c ’i ’ mdO I nclmuj c u n ’
subcso’c ’t uo ) m m be loccc’

1”mncmul lv , I hce ’ m ’ c’ is! hu’ u s c - L i e ’  o u f ’ l u o c ce min is b c1 ’ tme ’ f lt s m e n ’ u sm ni g t ’t’cuumi gu uc ’ ,’t ’ncnie’nI iii ’ o n c e - n c

I rein ni o,~t’ m c ( f l  — ctuc n ’ mui,~o’ t i i m mr’ ke ’ t s mum ’ e’ d ust r’ u hute’d , t ice- (‘e ust l u c ’ mtu ~ Ico r t ’ nc e ’ Ins t

g e-t uo ’ m ’ m c l l s  ‘I’hio ’ ( i is t td hl i i l  mul t i  i n!  I ho st ’ b e ’ u u o ’ h u t —  iuo ’ lwe e ’ nm t c roe e lo ic ’e ’t’ s mind u ’ uut m s uu m u c - n ’ s cc - i l l
mi f l’o-c! l u o d l o t  e m i l  c - i up prr r  lieu ’ m i t cot r ’o’ sis t , ctu o ’o’ I n ’  c~u ’ c o ’ n ’ ud nmme - uu t  s ( n ie ’k pid lk’’ . - lt oi t hi  olo enc — s tm ’
c’m ul Is- ,u niol m n mt er n mmit uoc nim il Ic ’ , m i d  if c’ ,csl uc t cc r i m  mc >-I ud ( ’k pm Ic ’ m m n’ e’ to u he’ sh ire- cl urc lt ’ n’ncm m

l o t mum ml l s  . lice’ icc - I r ’ u huit i d )  mit ’ - . t c i c ’kt ) I l it i l1 hc - t c o ’ i i t s  m i n u i uc t ig  c ’cp oct ’t tr ig arid nni i~)o)rt ncg
c’o t l i t i t r ’ Ie ’s rumm y pm’ cce ’ i c le’ mi h_ is is t , cr ’  e l is t  n ’ u but tncg I lie- ,‘oe s i h c o iu ’ c lc ’ t u  ‘ I’hie ’ c’ c ’ e e t i o r t i c m u ’s I m te ’u ’ m m

l t m n ’ e u hl c -u ’U”se’>- the ’ o in st m ’ ulco i l  moc ni ccf ’ gcc cc - t n i u i i c ’ u i t  cu’ m e utm s l u e r ’,uge - Ic e ’nmo ’ !r!s fu e’tec ’ee ’tc t umeu duc’’
en’ ”. mumi e’e ’ t l sd ,it cld ’ t ’ s hr ol r mic% ’ I uhi ,~ arc f li t ’ suttuu e ’ c c limit u c ’ l m m te ’ o i  u j u sc ’ m u c - soo rc uef t i - me- cc e- I t ccm e
c’ flec ’t ’-. uc t p n ’o f i i—nc uo d tic ’ m u te ’ c i Price- sl m u hu i lu i mut i c n c ‘I’hce ’ ul ( so ’ dmssmeun u mu l ’ I b u s  i du t m ic m i  Il- me ’
e ’ o ’c)nl ocn ii ((’”d !il o ’t ’ mmt ure ’ m c - ~om udu t 1c m nr ’ m t e - d ri tb - me ’  I h i t c h  t i d mi f d dn ’  ‘.mmhs e’o’t m ou n h u e ’ l rcc
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‘l’ice-re mine’ t ceo hmi >- uc a ppn’c)muc ’hce-s t om dc-t e rnci ncmnig the- desirable level of ’ c m e u ’n’ v o uve-r
mum ‘ci oc e ’kc- cv hmm t might to e ’ c ’ mm l le-o l ti - me- ‘‘ mne’c hancuc’a I’ ’ mo n u d the “c-c’unuorn ic’ , ’’ Time

rco e ’o ’ huu , umo ’ o x l  rpp r ’ iu o x o ’h ( ! e ’ f e ’ r ’ r d m i l u c ’ ,’. l i m e ’  leO-C! at ’ gn’oi m ni s tcuo ’ I : ,s r’ecjt4 t n’c’d to re- dic e ’ to a
c - / i c r m f I c ’ o I  It’t- e l  f lu e ’  pr ’u u h o t l n / m t ’ .  l i u o , f  urmoc , ’como t !!v / oxr ’ge’ prouo/u o - t mu ur m ,s ltor ’t f a l l s  m o -i l l  u ’oiUso-
gr’o t i ,m smu pp I ’~ 

u i im d o ’ coro, .uioom i mtdc no tu , oIricp he ’lc nu ’ ux rhntr a ,’m/v o -/ udo s e ’ ni /e ’ t ’e ’ !s . The appropmu-
mute- sm / c ’  o i l  cm i rrvoc’ o-r ‘.1 u uc ’I~ ‘- i — I i  p lc t hmm l c - u ic ne-quint—ut to muc ’ h ic- c e — t lie- govern nument ‘s
Idi’ e ’ smu t i c c - d gamut>- l i i i >- d l o ( u t ’ c ‘ c u b  b ccm s lce ’e ’n c im s c’ oI be ’, Shcmiu’p Ic’s mind Wm ilke ’n’ ’ ; Stee’io’~ : the

Uamle ’v , Kut sb, mu n ch I~ o rj k ou  ~, ‘I’wc ’ e ’ to ’ n , KmulbfIe -isc h , and Lu ’ ; Reutt ingem 6 :
Snma m k mu 7 : mind Mm ll en ’

T he’ e—e’odtconi i mc ’ mi pp neum oe ’h o le- I c-nu t nit’s I ht’ It - y e- I cut ’ c - men u ’s 0cc -c-n grmuin stock s t hat
equate ’s t he- nn m mn ’ gm u m mm l e-x lut - c ’ t o ’ d i ue- n m e -f i t  cl s lom mit ig the ’ last toni cur ’grmu i m c t om the mamginca l
c-xpe- cte- d cost . lde ’mo l lv - t his m d i u l c n ’ dea c ’bc cc’ ouu ld mr icc un ’ pc urm ute ’ exter na lity be’n’uelits and
cods ! >- , ms well mis thouse- i’o ’ h lm ’ c ’i c o b  inc mar ket de -ni c mut id m mmcd supp ly curves. Wh en d i rt/s the
he ’nt e ’fi Ri ox rm (/ 0 r u > -  ( ‘c ri f l e d ’  te ’o/ iii c le ’! l i  ox Ido / ( l i i  d -c mx J) p lv s c ’h c ’o I u /c ’s a n’e’ tri o -orpor u ted , the
e’u ’ o o mcu r c um e ’ uxppn -uo o xc’I i r ’ ,’c,’c e ’ r i p t o t / ! v  r , to> - Ie ’Is juu ’uof i t ’ nn iot ,c’ trrum ~ m ri ~ ho’ Im o i t ’ tou r oh io! pme ’dn o ’ls  mo ’ hu t
o ’ uil’r’ \’oei c ’r’ stcuo ’im f o re ’ !> - p r ’i u um l o ’ ‘d u o -n o’o u r m h4 - e’ .e’pe’c ’te ’o / too h oulo l .  ‘I’ c inut e- rpm e-t such stock
Ic-ye-Is mis desirab le’ Ie-ve’ls kin eec ’, t rim n oon! -h e ’ l l  sh u c k s  wo uu hd be IC) odc ’e r loo k the- role’
out pi’(c’ mu te ’ >-c’ c ’ t r i r  gn’m lot i  5loc k t d m Imui l ,~

, l ime’ O ’ c ’ u e i r o o t i i ( c ’ mm pp n ’omi o,’b i cc’ mm s f irst use’d bs’ G ustat—
soun ’ ’ in c mc studs ’ ionic -’ uui I~ iT~s ~c 1r u t ’ o ’ r’ e ’ ,’ u ’ i u t  Ic ’ , I his mq) pno um uc’}i him i>- bet’n used bs’ I ) m m n mo n ,
~~O i i d i i i O ’ t ’ , m m cd - l u u l i i i s i o m i  u~ ’ ‘ l ’ l u e ’ i r ’  ro ’’— u o I i’ — i t’ ’ ’ mm k ur  c -t un iinim un ’ iz e d h~ I lmihumi a n i , •Johnson ,
m m c d Gr ’ c u ~ in c mu stud’ .’ dume loom’  t be ’  I”:’c( )

k e n - h - i  — c — l i l t — , ii cm c or ’ hll c ’udum i m uog I -h i nd  pm ipo ’t’ ec ’n ’ i t t o ’ n m u C’ o d t i n l u ’ c ’t mn dt i wmt h t hus
n’t’lud cu ’t, c od ) b1, i)teu’pi’e’l&’i lo o ~m’~’.’de le’ mm I e u ’ o ’ Id r c im tm m m n .e’ i ’ s I lm i ( o ’  or ! t he— pr ice ’ o t ’ stm i bm lm ,, mu -
I m a rc I ho ’  co c imil e l t i c ”' o u e’ d fl o ’ culc - ‘ o h  I bio -~~‘ c i i  cr o ne ’ mind un c ’e’hm m nmc ’m ol c l p !ui’ ucm, .he s by sunciu l m mt -

uuto ,~ t I e ’ e’c’od ilootflmC hc~ h,m vu ,c i ’ m uf !u ro\ oio’ c- t u m o r ”  o jro ’ u ’ m u i un ig un do-n ’ mi l ! e-n ’ t c m ml ic - e— , nio’c ’haumi—
c’ m u ! l’ , i ’ hce ~ e ’ro e ,c cc ’ t l i n e - u i - . i c r c o o z d ’  c - o i h i s ioi i o ’ s

Inc I t i c’ im’ u ii\c ’’—I m . c i l i o o u i c -  ‘1 hoc - h on1 uI hluct c um ml m orns in production, e-sl inimi te d o.’u sts

(d l  ‘ . t o n i ’ ,O C e ’ , ,ut m ol I on - Ic - c’ c h ic - i Ie ’ut ic’ s cit oit ’t’m cm m n ob , loc u s t o o t t he’ mi h oo ’, ’o’ studie’s ignore one or
bot h c ut twor pn ’ d cm ut c ’  ncm ir kc ’t r’ o ’ s p o nt c se ’s  lou pu ’uc ’e’ vm um ’ i mu bi litv , Ve’m th i/ic ’ c’xee’pttonm or / the
( ;ucst ot f : - c cc n t ( li mo! A c e / e r 51 (00/ic ‘. u i/ en n i t ’ Si/il / it ’ >- (m~t uoil ’ e’ j u li o / u l-r!dolti i’oute’ o / ( i c e - i c  V~i i ~/ u’t t luent
oi t to l r’e’ le ’om s t ’ r u f ’ c - h oe l’s b c -  j c t ’ i u  un I t ’ s t c c n ’ c ’ t ’ s ,~ f c o ,’c I  ,‘ c l t ou lic ’s o x lscu rod - C / c c -  I i / ic ’ p r ’mo ’e ’ r’c’ c-; e eu rus e ’

of ; i /o urmr m c ’o ! Hi n c - l i C e o nr t o/ j dF ’ o e i / U O  t i c  ri tco l m t g u ,e e ’cl ~r’o m t rm Ji r ’d u ’e ’>-

, ‘.,u ,ul, ” L ’. - - I  \‘c ic - c l I , , c , on i  R n , - ’- r i c O  I , , r L c ’ t  ‘ n i c ’ ’ - l’ ’— uir ,, , o Ve ’ Fne , c ui Fc’e ’” c - , c e ’ i ’ s r c c ,  Ii ,. i’i u nnc ilcuunc cn \ I 0
( 1 ’ , o u n u  I~ ,‘~c ’ r ’ , , ’  i — — u i  , ‘ l l u J 0 c ”d l , l !  i~ c ’ ,i ,n u c , j o  ‘1 i ,’ c c t e ’ e I un I SI) \ t i c ,  ~c,, c c l  1’ ’ ,’, 1 ,“ l u i u o u u t c , ’ , u  ‘ c l i i

I, - ,~c o s ‘

‘t~
’ c c u’ lu h I’’ ‘ ‘ ,

~~
. i” e- , ‘1, 11 I’ ’ , c 1 c c , , r u - c n c  ‘ ‘ ~ ‘.0 , 0 ‘ ‘ n c - u I ”  i ” nc cc k “m u r I I . o i u , ’ l u

O , ’ c i r n c  57 ,— n , f c ’ d l c e ’. c ueue l  lii, ‘ ‘ c , i U r c - .

I c -  I’, - ‘ ‘ n r c - ’’ c u r  \ n c ~c ’ ’. - .. ce /  O ’c : c , , , ’ c , ’ I I’, e l i ,  I, ‘. f ,, (ti, m u ,  c / ~‘ ( c  le ’~ e, ) l e ’ c i t  lcec i uu ’ .’”c
‘c, si nun i m j , uu ‘mc \t ‘ -- I,’ ‘c I- c u , , ,  c ’ iu ,m l ( u u ( l c - r  i t  - ‘, k ‘ i c c  c _ m u —  ‘ ‘ c n n  ‘.0 ‘ c r / c t  V~ ,,t t ) ’ .u t ~ e ‘ ‘-i ci, I..— ci

cc , , - .
I’ r c I,, o l n u i u c  ‘i ~c c- , . , ‘ Lu  —‘n - o k  o c r ’ I  \ i l c c , ir , ’ n i ’ ‘c c l i o ’~
W e c -  ‘1 hi , u l , o n u , ure cc I i ,  (““-I’ i c - i  lie i c  ‘ i -  , ‘ ?  \ , e n o e ’ t c ; c ! ‘ ‘ n ’ I t n ’ c c i , c r c , , i  ‘ . r c  k-

- -  i o u ? ,  c u t  e 1,. i ,- I .. I ‘I 0 , n , u  i c c  —

! d ’ ’ i e ’ u r i ’ n n i . u r u , n c .~i I e r . ’ uun u , ec e n  c u d
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The Mechanical A pproach

Let the term uc “e-xt rm u s t o ue ’ks ’’  re’ t~’n to stoc ks ‘ovo ’u ’ m u n ich c i lu cu ve ’ tb -me- Ic-re-Is that private-
st un’ e ’n’ s cmuuc be’ e- x pe—c’te-d to hold for prot i t - nu iaxm nu mzing Pu r~ooo c -~’s If peulicyma kers
de’cmdc’ to ucainta mn ext nmu grm mi mc c-to oc’ks , it wouu Id be- icc-I p1 ul to k tio)w the- trade-ot Is
be t cc’e-e ni I 1 (the ’ mic ’ o ’ um u ge ’ minc oumct cu t ’ o’xI rm m sto c’ kicucldmnmg, 2) tb -me’ o’ ue st to gove rmcuie-nt .
m mc d u t  the- u-c-suIt mnig ne-duel ion nm tb - mo- c’ m mn ua n c e ’e’ uI grm uin pr ie ’ c’s ‘l’I’,~- niechanical

h u b  u’ o c , i c - / o  to mm y be— able- to est unlm m m tc ’ lilt-se’ t t’ m m dc - uut hi , mit - m d u buo ’ ue ’ b r c  the- ‘ price- ’ ’  of ’ in—
c’rc - m ,se-c l stmubil tm ul mon at ’ gnm m un price ’s

“~e - c o ’ r m u l u u h u u . m tmuc ’ Ic’s to t mcee ’ hu m m n uic m i l ls ’  ‘st (n im m m tunm g the’ uc -o st mood c-fleets of ’ e— xtra si uc ’k-
ho ld m nmg n- me-c-el to ht’ uncdi c ’ate ’d Fir’s!. wit h cocut  kin re-c ing cc ’ hmut cvodu ld be’ the otI~et t in - mg
elli’c’t of ’ goc e- nn m ncce - n it sto ic -ks ion pnu vmute- —I c L  Ic ’ ’ - c - Ic - , it is inup oussible ’ to knoucc- the

rmu deoll he-two-en goc-e mncn me’nit stocks amid prim,’e’ st m mli i  h i s  , u ,c I lcuwe-vc-m , UitOl’o ’ c i S lout
ett t e ’ r impl too t rn d ’ e ’s tm/.(u(e’ the’ trom ole’ cefl ’ hc ’(io t e r n  u ’,c Ira t uba / m~’’ i o ’t ’ liTIi c ’ri I J)lic.S j im rate ’
‘io n t c , , ’ c ‘ctnuu - khou/ d / Uuj,e onto! pr ice’ s t o n h t /m I’m

Secouid , c-st u nicat mni g oft he t rmudc ’cuf l ’ he ’t c-C e l ’  di  e ’ \h  u , c  stuu c ’k hold u rig anid Iur c ’e’ st mu bi I its-
coni tronts th€’ issue- ot ’ subst itutm ib i l i ts ’ b) o ’ I c-c o ’ e ’ m u ~t rm u i mi s h u c k ’ .  mind free- n un ite mn m mt ional
t rmu dc’ in promot mug stability. The- ll i l lm m unc - ,Jouhnc so n-( i c c ’ .  — t oils’, lo u be- discussed Imiteo- ,
conce lude’s th mut if ’ mi ll art ificial ban’mie—rs t e l  w uo r ld t rm uc le - inc g rci i iu s c - c e ’ r e ’  ehi uucinca te ’d ,
product ion fluctuations un various c’o c u nct mit-s cs’ou ld ou hi s el c-much ot hen , mit - m d tmm ude ’
wou ld drastical Iv reduce price- f luctum it uouis m m  und uc - mdum ml count rue ’ c- 10 the’ point mit
w hich private- storage- would seldoncu be pmot itmu hle ’ ‘l’hue is , t he’ efIi~c t  ou t ext u’ m m stoc’khold’
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s t r u c k Ic c r h  n u c~, u ’ r~~t , min d p r i ce  ‘— l mu b ih i t c  - 5udt flo ’ St l O o t  iO ’ H h c m c c o ’  c i i  Ie ’ h id p te ’ o I  t c I o’st imna lo ’
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uve— n’ I he- I f i7 ,~ .,s I b uo ’ i ’ u ouu h , m c s tm m t u d a n ’d o bo e- ( cmi h i d  o u b ,S 2 mi l h i ocuc to rn >- II III nnu lfmo n u b uus hmo-Is i
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accumu lation anud rele-ase prices , t he’ stock m m c -cumiuu Imit meu n m m md u~c ’ Io ’ m c so ’  u ric - o s  c-c- o u Id
hate to be c’onlinummllv Jc)were’d, n ’

The’ /,‘e ’v Innt t a tmo un i  ec f the’ S/m(mrj)Ie’s’ ‘e-4/ol/i(e’,’ n i t e u o i e ’ i , / 1c m ‘cc ’ . roil / i c r ’  h aiti t ide ’  S t O t O (a
100110-u o’xplort’d m u t t/ i it , is that it (Joe >- s no u t mr mo’ cun ’p e cn ’u u tc ’ /d i ’ dt ’ei tc ’ ‘ c o u t i u i  . ‘c tl to -k / c ( l m t ig ‘( ‘ ide ’

emi m (i /vs is hr Ke ’c ’/e ’r , lou he’ (It sc ix SSe’(/ Ia it’,’, hcx,>-e’o! u cii time ’ /5 1751 S/i (t m/ c / c ’ s c iii of Wa I &~e ‘ r

(! e’ rYt ( l Id (!  uric! snxpp lv c-Ur I c ’,>- , snigge’sts 1/toni pr ’o ) f mt ’ n m uu ( n ( ’ e t  ( c i i jo i’i 0 - ut  te > - te  ‘Ton i , ! , ’  c a r t  he

e’xpe’o’te ’o/ to ) / ) rou (/il (-e’ ~,cr’t’exte’n’ s t ox h m /s zot tm o uni  01/ t i ’ / i c ’ e t l  f r l i i - c ’ ’u I / io t a  c r  c i i  I /i c ’ i i  n~,t hc - ,s! ( uommr
ou/ ’ ,‘-u to ) o ’ k (xc ’ emLn i nu/ ( mtteuni a lto! i’e’ / (’(nse’ / ) t lmT ’ .S 0 !~ ~inmoI J~

_, d Oinint ( 4 / O t t t o/ d d ’ t t l ( c c ( u l  mru, isi (/e ’ rnl in
t /ne ’ prnn’ate ’ u’me ’ i’ teir bc~- Si m omn -j u le ’s  itnio/ lVa!ke’,’ , In the- m c hse ’ nm c -e’ ccl  nu uv e ’ t ’n c tmic ’ ndt  sliuc ’ k j c m l i nmg ,
pri c e-s wou ld h ut- l o s s  c- mi n ’ im uh le - C hmunu S hm mn - I l Ie ’ s ati d \V ci l ke ’ t ’  ;io- ,sunc io’ l”un’t ho ’u ’uim otre ’ , mi nus’
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kc ’ t ’ -
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I he- missumptiomc of ’ mi s inum ple - c ’o u b uc - ’ . e’ iu midju stnm menmt of ’ pro duct mounm to the preceding rear ’s
prio ’e- is pro bmiblv m ude ’ c ium m tc - bum’ t lie- prose-nut Pu rposc-s. 0 5  The- nc iode-t assume-s that
f luctuations in e-xpc)l ’t e Ie’nimmnud mind dotime-s hic ’ product monm mire ’ n’ mo nudcunci ’nuorrn albv oh us-

n’i bule-d , c-c ho m e-m is the-sc ’ tluct uat ionus tnum ms be- to c-c u mi ( c ’  exIt-ut pre-d cl able- iu~- vm m rma ble°s
m uch i mlcorporat c-ut m nm the mmcode ’ I - I lowe-c- c ’ r, it woo Id be- d m f lic’u It lou e xt e nud t ice ncode’l
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de-nnmemid lluct umit ions ,
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that would have been ruee-ded to ofI~et alternat io-o ’ Iv €8  mind 95 pe-rcenm l o f ’ t he- short-
falls,2 ’  Steele ’s ca lculations are set forth in Tmihh- 8,

1-Iowever , desirable stoc k levels cannot be- detc’rnui,ce’d ti ’ o u n u m suc h mini :mt mm i l v su ” .
because’ the price responses of’consumption and produ c tioun c . whic h would part iallv
ofliet ans- production shortfall, have been ignored, I’urti uc- rmeun’ e’ , t i- me- m iuu m mlvs i s  ig-
nores the role of ’ pr ivate storage, w hich cmun be expec’t e-d to ) steic ’kpiho’ the- soc’iouhl
de-sirm ub le stock he- ye-Is to handle the’ remaining shortfall d ev imm l uoeuus The’ rou n i tu topc ’ruo’\

stoc k le t ’e ’/s (‘a h o / c i t ed  h’e’ th rs approac h con he’ tnt te’n’pr’t’ie’d 0 Ii i\ ems uuppe ’r bout, m o b
e’stn nmu to’s of ’ tho ’ (mn ’erag o ’ s tork Iee e/s that the’ prt n-onto ’ se-i l’ or 0- em i t  he c ’ x j c e ’ c - be ’ e /  t ic  /i ou le/

The F’A() analyzed trend deviations mn pre)duc’t iom n mind cod ucs unc ip l moni hur l ice ’
wor ld mind for exporting and impourting countries from I i~ i~

’i- I i-I7~ mu t i d c ue t c ’I tide-ut thm m t
the ‘‘mininuunc sm ufb level” of’ world stex’ ks far all o c ’ r ’ - m u l- ’. wou ld bill c - c - i l  b u n  mm range-
at 17 tO ) 18 percent o)t world consumption Becmuuso- I Ii u~ uld:m lvs ( — nc ’glc - i ’ ts  product ion
mind consumption responses to) price’ changes and  d oo o ’ c- no d dish m nmgc o isb be- two’on pri-
vmut o- and governme’nt stocks, these he’ve .- Is she)ulut be’ initc ’ rpn’eto’d is unphuor’beuurcd
est imates ol’the average stock levels that the private- nmmurk o-I can be- e-xpc -c ’ Ie -ut lou hcu ld

Tweete-oc. Kmilhf leisch , and Lu, mit Oklahonca State’ I~ ‘ t i ive rsnt v - deve’Ioped mm stock-
piling simu lmutmon model designed to apply to t he 19711 structure ’ (It’ ll- mo - V S w ho- mit
industry. Then r n-model was a precursor of’ the’ Sharple-s-Wmi I ke r made-I , mu nm d the Tweet ’
en-Kalbfleisch-Lu parameters were designed to describe’ the’ now cu utci m c te-d export
demanud and supply re’lmotionshi ps that ex isted in 1970, 13o’cmuuse- t i - mo-se ’ e ’ n imp i ricm il
f’unct ions are n-mo longer realistic, t he latter mode-I is Ie-ss uso’ti,,m I thmuuc t ime- bernie-r four
policymaking purposes.

Some Tweetenu-1{albflejsch-Lu simulations include- mm de’n mmm n ut Ii, m nnc ’t i ce u m far pri
vate sector stock piling and no provisiomu for gove-rnu me-nt sto ic - k bioc ld in - mg I~t m t t his
f ’unctmon is not derived from profit-maximizing cr u te - rmmm rmm l Iue r it i’ . mini  m m r hml “ t i n i l y
chose-n linear function of’ price. In other si r nu l mutioc n m s , geuc -e ’ rnn imc -nm t l e o / v s  m it - m d ‘.o’Ik
w hemut mut arbitrarily chosen price- inte’rvent ion p(uincts m it - md di o ’o ’ om ncm tn d c l  . “ c- I uce ’ks m u  t he’
process , mis i n-m the- Shme rp les—Wmu l ke’ r model S I d I I  out iut-r sm tao m el t c u t ( s  1m m kc- m m metre ‘‘eco-
nomic mmpproach ,’’ in which stock ncanageme’nt lio l l o ow- . mi m i ( n ( c - o ’ r ob o i t ’’. c’tunt ro d uI
gor ithnc designed to maximize the long-run ‘‘sou cm mm l b c- ti e -bit ’’ mcI ’ sbooo ’kp dl tug

I3aik’v, Kutish , m m m c d Rojko at the- USI)A sinuuhm ute- d mc grmemnm — t o 0k pit tm g so ’ l i e ’ rcme t o ci’

nmce— et irug w ar ld—wnde- production sheer b t i m l l s  t l nc bu r t unmm nl c -Ic - , be ’c m ius c ’ it t ’ lho’ s mni u i u l i e .’i tv
of ’ the ir muuode -h . t he- c- m pun’ncal results mire ’ ot ’ lilt Ic ’ cisc ’ t o m  c ’ ’.b o n c m mt mn - mn t ime ’  t rm m ut c- af i ’
bc- tw o - c- nc extra gn’m uinc sltcc ’ kh ed d incg inc the ’ I ‘ m ole-e l S I c i O c ’ ’. me n d price- ~0mi i u i I i t c -  The’’.
uc-g lc-c’ t productionc mum - md c’ounc su ncpt iomm re-s p urumse ’s l ou price ’ - l c mmnmn ‘i. mis c-v e il t ic -  bu r’ c - ’d m n e -

se c t o r  s to m c kpi h i rcg . The’s’ o-x munu inue ti - me ’ t ’e nil r ihut ioutu e d t  he-ir hv t ue ct  h o t  u u ’ , o l  — bcco ’k~mi ln nc g
iie,’Iue’mcie ’ mi  te-r ucus oil dmita from t Ice- ~ 

(1~’i,( l.h~l pc’rioud oem c l c c , noc med iuis t mc c e ’ n ot  i. numud e ’ t iur
merit  u c mpmm tc ’ d eh i bl ’c’n’e’ nic’e s be— tw c-e ’nc t h e se ’ c- ’ c ’ : i r - ’. ami d I ht t ) lms l - 1Sl7!’~ h o e - n  ‘ed

Re-oi l It nigo ’n’ ,~ ‘ mit I !~ c ’  World I3 m etu k - hidis il t ’ c-’ c’h pe el ,i Si tid (i I m ml into t t m c i c l e ’ I  ‘ o r  c r m . m i c - i
uum g cc-’cc r ldcc’ ide — st luo ’ k pnl u nc g euf ’w hc ’ m ut ‘I’ hce ’ m ur c mml c - sus t O’ -’sOI ttd c - S mm c i b mt t ’ t ’ ( c ’ t ’ ’. t o o  o n m l e ’ r u c m i t u o c n u
mi t t rm mele -  inc c - c - he-met m mmc d ni c e s luippincg c ’uislS , ,‘-, cu pn’odue ’ Im ce n m s l m e tn ’ t tmm ll’-, m i tmo l — c ir t m hui s c - s inc

i’e u i u c o ~nj n’ , t n , c m l c - ’ , c ’ s c i O n l r ’ - e - o , u c n u c c g c ’ n r n  ~r,,, k I c - s n - i —  c n t ’ c ’c t c ’ c I  t i m  ni t-n ‘ - I i c c i l l . i Ib  i n - s i c o n oc ini , , t , , m n n n  l r e ’ i o c i
(oc t ’ 11 , l ut n de ’ c ’ l ’ ,,-cc l t i - n , ’  nc t i m , ’  I - 

~~ i ;e ’ vc ’ I ’um nc n t ’ nd ( , i eu ’ i  e ’ ’ c i s n  i n c  u o m , t ~o i 1 t h , s i m c - el  ‘ ‘ I n c  S’c’ c ’ , , -  ‘ - I c r  I e r i e ~ c c
, t c u e , m i i  nn t , eiu,. ‘ - t u o c l c  c ’ r , I i t i e ’ c t  S I’ ,’ .’-  cc ‘ S I r e - u  i c _ u i  , ‘ ,  t~’ lce - ,,r t~e - ’ -e ’n ’  se  ‘ c li, ct ’s , d l i ,  I u m ’ i m i c m ’ ‘-‘ u m; ’ ; i l c - n c e o ’ n u r ’-

H, i c c  m i l c c h e ’ n i  ri S’t , o s ( i i r d , ! I c o d i , ,‘‘e u e e l i e ’ .t ( ‘ o ~~
—‘ ‘ ‘ti i’~u t o r i  e l c e r n \ ic e e l , ’ I  t i er I- :c ml r u n  n o d  I IomIl , ’n Si,,, is I n  - cc ’ c  cm i ’ . . c n u , I  St ~- ,  Iii 5’, ccl ,  t (ui r , ’m “I ‘ en
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Tmibte 8

Reserve’ Stock Levels for Total Grain, Including and Excluding Rice,
and Food Grains Needed to Even Out Shortfall Devimitions

from Trends in Production, 1960-7:3
lIn million metric tons l
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various Parts of ’ the’ wourl d can I’re’e- Iv edI~el c-much ot her , Sle urm uge- ru le-s mire’ specified
b~’ mir bitrar ilv chose- n pairs of’ stock muccu icc ulmitiotn u m im ud re-lease’ price-s . ‘I’her - is t i e ,

profit-seeking private- storage- ae2t ivit\ - World-wide- productienc is mm funct ion ou t ’ t i me -
and mu disturbance- te-rn n , and the- supp ly re’sp u se- of ’ hirncue-rs l ou sluoc rt tm ell s in produe”

iocru is ignored. nFIut, pmirmmmeters o f t  he- de - ncm mn o l mm cd supp ly lu mi ct meu n s mi t - c’ mm rhi t ran lv
chose’nc , and I he’st’ fund me nus do icot reflect mm c t umm l nnmm rke ’t s,

Siucca ika de’ve lops a f ’ornuula ton’ cm mlcu lat m u g  t lce- pn’euh m m hilm t y I limit d i t uv  g i s e ’ t u  m nc m t mmi l
wocr ld sto ic_-k level will perrc c it world e’omisu nci pt ionu te u he- n u cm m i n c tmm i tie-el mit m m spe -c mfie -d Ie-c - ’ eI
under al terncmmtiv e stoc k mmc cu mulmmt ioun and re ’lemms e- ru Ic-s ‘l~}c c ’ spe-e’nt ied l’onusum t t  Jim

le-vel doe-s tuot vary w i th pr ice-s . m mr u d price’s plmm y Ico u part in c I his fb rn uiu lmi , The’ costs
of ’ storage are not cmmk’ulmmte-d ,

Miller e’xanu i nces t he- tech n ie,~mi I reb ut iecnsh I p bet we s’um I he miii in umm i , ~s-t’ - teun cos t of’
grain storage mm cd the- uuuncbe r of ’ v -mirs I Icmit grm m n mc ms o x  t u e -et c- e l  to ) he ste c re -d ,

Although the- me-e’hmmnical approac h us cmi pmuhle ’ ou l ’ v me’ Id incg atm o’st m nc um m k- cul t he’ price-
ou l ’ m mchi ev i ng stabilit y of ’ gra inu price ’s hv holdimcg extr a stocks . r cec ex ist mu g  stUdio’s have-
focused onu this paraucie’te-r (mis we icave- t ndii’mu t e d mmbove- iii occu r d isucssion ed each
studyb .

The Economic Approach

Gustaf~on mit tenu pted m u  mc 1958 st udy to de-terncc i no- the ’ ec ec ne cmc u ic soi l ue’ of ’ gnu iou
stock programs t ha I stabilize’ grain c’oiusu nccp ti e)nu - I Ic- deli ne-s mini coju l I n uu mm I steurago’ rei It-
t hat nucaxinuize’s the’ tcet present value- ecf ’ t lce’ social he-t ue-fits li’oucu stor incg grain during
above’-t rend product ionu years f’or corusomnupt mon during be’ Iocw -I re-mud pruudue’t ioru years ,
Foci lo wi rig standard we’lfare economic c’i’ite’rimi , the’ sex’ i mm l so il no- muf g rmm mn o’onsumpt ion
is mussunuue- d to he entirely reflected in c t he- ruumurke ’ t de tuuo unoi sched eule- four grainu 2

~
us to t f-ic nm no h inc ’s I h of the ’ op ! i rnu i  ste cn’uge’ rio It fri cu t situ - m c ’tc-’ ‘ii ii (en rio/ pc emit  I us Ice se / t o t

t ine /c-t i’ ! cf ’ groin stoo’ks ( hut e ’q tc en te ’s tin e ’ riienrgirtu / c ’,vJ ee ’i (e’e / hc ’r(e ’(i ( cc / ’ st tc r’t ~i~,’ (iii
ue h/ nt me nma! urnn 1 of groin to its nmurgirieu! stecrage c oos! , J~,’e,< hiu ’ t tout i  u ’e m , ’, aht io!c ’  hv,u ls
greu mni sl o uc h to’n’e!s t ic nun’s ln’eefli vt ’ o un ’ toe c--c’ur , This et i c t in u i en l s t i c r ’c nt , e ’ r u / c ’ t t ur ’ r t s ot t i t  ( c c he’
e q u i n ’a / o ’r n t  to the ’ , ‘uie ’ that j c re- th e ’t .s the l u e ’ i iuo t ’ n e u n ’ t c/ ’ /cn ’ ec j i t ’ r r iom , c-’ nni ( .0un t g ;c l’ n O ’ u t t e ’ gi’ciin t
sic tr e ’r -s , mis argue’d in Sect io ni I ll , This missutuues I lumit the Ic rt v mut e ncum m rke ’ t mm rid gecver tc
tim e-nc I I mice lice- sm m t ime’ unite- re-st cost em cmi pit mu I mu tc d place I he- smu t ime ci ise’e until c etc lu I u re’
ho -tce -fi ts , mis d iscusse-o l ear lie-r.

It s iuug Gustomt ~oen c ’ou storage ru le’ , I l i l i nc u mit i , ,Jouhtc socn , mutce l ( t ’ d m\ ’ e ’c - h u t u u m u t o ’  t he’ Su e’
e cl ’ e i t u l inc umi l gn’mu in sb oc ckp ilt’s iinde-t’ mu v mm n’ iet v uc l ’ mussuicipl ioun s mmho iut i t i te n ’nu mu t m ounm i l trouth-
‘I’Icc- i i i I I nuu o ur c— .Jo cl ut iscun .Gr ’ m u~’ stu dy pre’setits cec r ccum’n’ e - r ut uicpuhlished 5 5011 k by l)m inu u ,c ,
So ntcut uo’ r , atud Joul cn soc mu, -1ussu rccp tuc m u- , .- ms toe (hue’ f ’n-e’docn n o u t  uuulc ’ r ’ n i mm l ucunim i l  t ndmd t -  m ire ’
m n c ptc n ’ t ; m nc l ho ’e ’ mcu ist- gn’o ut n c pnrc hmist’s c m i  l i c e-  c - sec r lol  c - i ce d t u i mm t ’ k e ’ t  dun _

u’ mctu  mi l t e ’ n ’ iu m m t e v e ’  t o o

i’.’ n’ c u i n (  ‘st orm uge- t i er  s ut st 0mi t ui t u g the It ’ s - c -I  ccl ’ g n’ m ui tc cec t c sut uij e l iom nc c lo n i ng he ’ Imiso - Ire-muc h
pn’ocdue’t li nt y e ’ o cr ’ n In n t~t ’rie’n t !. t he ’ it’ s-u n’e ’,strte ’ tn c ’ t ’ the ’  (i cic l e’ 1cm ,’, Ie ’t ’H , t i l e ’ S t l t e I ! ! e’n’ t int ’
h’i ’e ’l e t/ ’ et ; ; t t rnal grout steti’age i i i  anc - ~,‘ti ’c ’Pl c - e c U O t P ’ \  and / ‘c e F’ time ’ 04’’ ! Il l cl - S ci c i t e d / c ’ ‘l’hi’
n- c-st i l ts ccl ’  t he- I li l l ru i m m tc - , J oclc n n ,tu n - (  1 d i \  cmi univ m i le is t  ta lc’ t l i m o s pm’ e i l i c c s ut i c cnu

Ac- d ii i  m n i utm ou l  s c e-tc me r i ec . 11cc ’ s t o i e lc -  m c s sl mtc i c -s tutu -xpect’ l tcn’ it r i pec t ’ I  b mm i’ t ’ ie ’ n - s lou frt ’e’
m n u t e ’ r t m m m t u t t t m u l t rm mele ’ , m it r e ! e’ccn sequ e’nut Ic - thou m u c ’ e cu t ul n ’ c - mmls ’,’ m mv s lic is n- cc ee un ’ se’ t ot sçto t t

cm, ,’ i t t , ’  c li’., ,m — ’” io , cc  ~i rice ’  ucc ’ I I , t c , -  t ’Il , ’ , ’ I— e e l  ‘_ I c d , , c e ’ , ’  ee l ,  p I I II
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grainc purch ase’s at the world market price to ofb e-t mun y short kmll in local grain
production. Price differentials be-tween countrie s are de’te- rncuine’d so lely by transpor-
tat iomi cous l s ‘l’he study conc ludes that miii optimally marumiged wor ld grain stock
progranc would accunuulate ca rryoi v e-n ’ stocks onul y occasionally, amud these in sruca ller
quant it ne’s t h m m n have been he-Id inc recemct c- ours lu~ the’ ncmmjor grm iun u exporters. World
cmirryove-r sto ic -k s euf ’ whe’mmt , rice , and coarse’ gr mum nis would be’ -xpe’cte-d too reach 17
mi llion toius oruly oocce a i’e-ntui ’v, and it) numil ue ; nm torus once’ ever~ twenty  ye- mci’ s
Resersnes greate-r t han zero we uld be expected to accunculm ule ’ abecut once e-ve ’ ry five’
years.

As an a lterncm mt use ’ sc e ium m rio c , t Ice- studs’ considers mu w uor ld wbce ’re Ire-c ’ t rmude exists
w ithin regions or counutries but only “nucur mal” tra de- exu slc - be-I wee-n t he-s c ’ re-gions ocr
coumutries and the’ remainder of ’ t he wo un d, B~ omss uncpt iunc , during below-tre’ncd pro-
duction yemmrs , grain mncports fuir these regions mind count rlc’s cmuririot be expanded
above their historical meanu levels, The missunue-d inability to expand g rmmu i u inuports
is attributed to trade interference’s imposed by e’xportcrcg countr ies,

The- study cocnisiders the’ Ibllowing developiicg countries aicd t ’e’~o O c o t i s  lncdimi , l’m m ki’
stmin , Bangladesh, the Philippimces , Indoncesia , ut lcer I”m mr Emus: i e x c l u d i n g  (‘hinmu ,
North Vietnam, and North Korea ;, Africa . Latin ,‘\merui - mu , min d the- Near Emust The’
stu dy corccludes that over tinue’ the muv e- rduge ’ optin uumi l Ic-ye-I id i r , e e  mu s hou ck s  bun mull md

t hese developmtcg regions together would total 1:3 mull uonu t e o m u ’ .  ‘I’he’ deve’lope-d coumu-
tr ies are assunced to pursue’ the’ir own po ul uc ie- s t e u cove- n i bce ’ti OOSS nu o n oed uc t icu m u shoirt-
limI Is, Since’ the 13 mil I ion torn average us much lm mrge - r t hamc I he- ,c c - c - u ’  m~ o - 0 mp~ uti ca ! world
stock missuncin g tree t rade- in grainus , it may be- concluded t l imit t ice ’ t c mu r r uo ’ rs  to I t c t e ’ r t i mm-

ionmu l I rmmde - e’xp laini c-s hy the desirm ible- Ic c- c-I oil c-s our ld grmu in c- I c co ’Ls cc - tu cncne’glig ihle
Iloweve-i’ , I)edlicynca ke-rs shouuld be’ cautionue-d against usutt g thins I 3 mullion teen

tigun’e mis an i-st in u u m ut e - e I~ t he rcee’de’d stock (‘or LIX’ enico ’n-ge’ni c~ nic- c-ds becmiuse’ uI
o c-’ e-r c-st inuc mmte s the- optimal level of’ gove-r’nment stoc ks l’or such PUr lOcise ’ s First, mu -
ports are- an mi ltert uative to holding e-mergency grain stocks tou the’ c ’ x le-n t  th m ut incuports
nuay in practice’ be- increased in shortfimll ye-our s I ruled out in I hue- t’u iou de’ l by mussoinc ip-
I ieuu i, Yield unut e- rcoerr e ’ lations are generally low among the’ nc in - dec - c-limping s’ounil rue ’s
min d re’giocncs unde-r study , so these’ regions would be- unulikelv ton  hmiv - product i cut i

s hoc rt bmll s sin c uultm ur ue’e) uslv , Ilillnimun , .Joo htuso nu , m m c d ( rmiv sugge’st I bi mut in th e - m m o ’ l u o m l
wou n d. c-s- he-re ’ I iie’ro- Is sonic- f’ree’dom fo r i nd is’ dual cc coo t rue’s t i c c uicre ’mise i nc c ice cr t s
during shor tbmll veo mr ’ s . about 7 to ‘ t icu ll i o un i tounus of ’gra in could cn ’ ecv o ic’ m ippr cu xunu m mut t ’ l v
t he’ sance- degru-e’ cut’ sc’cu nuts ’ as I he’ svste-ni 0)1 ’ fou l io)tlo i l mm cd t’ e’g ii ut im il — I o) cks Ie )tm i I i t~~
13 nuu illu o ,n u t o i n c i s  (‘or m m won- Id in which unu’m p ecn - I s cou ld rod he- i n c _ t e a s e - e l  to m tc ce- e-t Icrc)duc-

ie um s h i i m u ’h foul Is

Se’ c ’ o o t i ~l, I he’ c c - h  incate-d o d d  i ui uou l stci i ’k Ic - vt - Is su c c ub i t)e )t 1)0’ initen ’p n’ e’te-d us mi~u~u Ic - uncg
e - xc lous i v e ’ Iv  too  ~ o o v u ’ u u l t i i e ’ n u t  sh e iks , s l u ice ’  t im e’ I lml l n c i m mni ’ . Jo e i i r u s outm— ( m dm 5  s tud s utmo kh e -Is
c)pti n cmul m m c n ’ r v m c c - c ’ i ’  s hici ’ ks wut h cc ec t  rc ’gom rd Iii t l c e ’ o r d f l s t r u l u u h u i e n c  I c e ’ nss c ’ e ’ n i  gov e-r tcnc ie ’ t i t
min d pnic- ’ i t e ’  om55 t ie ’ n ’ sbcu l u  R e ’ omt u us e ’  t i l e ’  ‘, I d o r ’ d u ~~t ’  n’ult ’ use-cl ni t h l e ’  s huiof c - us ‘ m Isc , t h e -  rule-
t hat is t l ue ecru ,c ’ ih l e d ~,,‘c e s e ’ r m ,  pruv m i t -  st ’ m i u c r  ~,‘rm ui nc — hiurm ige ’ , the- c r o v m m t e -  tc uom rk e-l  wocti ld
1s e ’x ic t ’ i ’ t e ’ e l ¶ c i  c- h c u e ’  l ie ’ e ‘nil o re ’  icpt i ncc ,m l st c s ’kpi Ii’ i’,ilci i lut e-el by 1 1 111 i i (d i i i , • J e c h u nsonu ,
and ( rouc-

‘l’hin’ol , lic e ’ t i l l  tn cc un m - . Jcc ht i i -c c c n c ’ (  ;t - i c - — n oi dv i c - c r u sh u nc cmi t vn ’ c lice ’ i n n  u m i c m i l  Ic -v t -I  cut  I um t d c l
i,~rou iui st c i ra g e- b y  ugnc cr i ncc t I n t ’  c-li p ids t’ t ’ s 1 0 0 0 t c ’ s t ’  il ~t ’m uu ni icn’ e c m l l l m h  un lou l ice- ic rt ’ v i e nui ~
~c - d ur’ s graun i i t , ’ e ’ s 13t ’ b ic c - s t rc ’tiel l cre Kiiui - t cc ii se’ mun — nc i ;u v be ’ t ’ x i me-ote ’oi t i c b ee ’ li c lliew e —ei b~
m mb ue cvt- ’tre- nud ~cr’ eceb t io ’tio c rc c - e d i t ’’- hcc ’o ’, co u st ’  t i me ’ hugh s h e d  p r I c e’s un ~ bte ’ Iecw re-nd y e me n- .
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induce f~irnuers to plant more gra in i n the following vo ’ mm n ’ Within the context of ’ the
model, w here world production is a function of ’ t inie mind a rmmndou m disturbance’ te-rm ,
t he production response of ’f °armers to shortfulls inc product iorc appears mis mm negative ’
ser ial correlation in the disturbance term There us reason to believe’ that this effect
may be important , 2 i  By neglecting negative ser imu l corr o-I mil ion, t he study overesti-
mates the optimal level of grain storage.

The Hillman—Johnson-Gray study also) exanuince’s mm hypot he’ticm il insurmunc o- re-
serve scheme w hereby the developed countries share the- hurde’n of ’ stor ing en’moug h
grain stocks to offl-wt all production shortf ’olIs in de s-e lo ipu ncg cocun ul rim-s that c - x cc ’ e -d
6 percent below-trend grain production,

It is assumed that the developing countries would continue- l uo -hc cc k pilo ’ ~ r muu rc
although the amount of’ storagethat would be optimal is substantiall y reduce’d, since-
t he largest shortfall that must be met is 6 percent of ’ t re’ui d production Again it is
assumed that there is no trade among the developing re ’~iouis m m md count nit’s murcd that
net imports mire not raised to ) offset fluctuations in productionu oth r I han the ’ o~umint i-
t ies involved in the insurance program.

The study calculates that f’or production fluctuatiou ns over the- 1~iFcO- 73 period,
such an insurance scheme would have entailed an mcverage’ annumu l shupn ie nut of ’ 1.8
million tons ofgrain from the developed to the develop ing cocuntri es muriel we uld have
substant ially reduced the developing countries ’ optinumu l 1e s’e I o e t ’ re - se- rv t ’ s F’ocr c-xam-
pie, following an optimal stockpiling rule, India’s Ieve I of’ gna in re-se-nc - -c-s would have
been less than 3 million tons for 50 percent ouf ’ t he- vc ’ mu r ’ - wi lhedul the- unsurmince-
scheme, With the insurance scheme, India’s opt immu l grmi un r e ’ cm c ’ u ’\’e ’ wee u ld h m mve bee’nc
less than 0.5 million tons for 50 percent of ’ the yemirs

The insurance scheme represents a mechanical mmpprccm c o ’h h e ’  d o t e r t u i i n i n cg  g rm ei tu
stock policy. First , pr ices are not allowed to ration m ’c o t c c m o m  tc i ldl mucu n w he -tc i)n’ od dt1(’I ion
falls more than 6 percent below trend. Secorud. t he- c iu st s mind be’nuo ’fil s o it t ho- iuusturm muu’ c ’
reserve scheme are not calculated , mind there us roe halo unc nnug cd ’ t hc’ rc ’ I m u t l ve ’  o ’ocs ts  and
benefits of insuring that the grain consuniptnocn dc cc ’ s  nu cot bill h ut ’ l  cc - s 6 Fde ’ rc c ’ nl c u f ’ trend
production in the develop ing countries , miS eipposed ted 3 our ~ pc-r et-nit , her e- xm mr ucp le- .

The Price of Stabilization

K eeler uses the Shmirples—W alker wheat supp ly m m cd det ii min io l sche’du It’s ound the ’
pr ivate sector storage model develope’d by G ustom f ~o unu Icu s ituiu lm u t  c - l i ce ’  o ’ mc cm t s mur cd e ’fT ’eels

of ’ subsidizing I hue- pruc - - mu l o- se-d on leo  u ni( ’n ’ e - muse ’ carr ocvc ’ r  ‘— tc e o ’ k le ve l— h ue- se ’ s ur ci ulmu
I n it rc s pro vide- mm pne-I incci nc m iry e’stinuale- C)! t iuc- price’ oil ’ sl d m bu l l  n / d u t  loon

Following Gustab-con . pt ’ic - m m l e’ st d I u - e ’ u - ~ mit - c-  mmss ur c ue- d tee s t i i t ’ c ’  if m iddl t 001rlmul bmis ht-i
of ’ who—at if ’ the- (liscecunle’d e-xpecte’d moun ’ gi rcm m l c - ’ mc ln uu ’  cl I limit bi i i s hc ’T in I hit ’ f i t l l cuwun g
y e-our t’xcee’ds I t s  nu m urginum el c_-mus t thus \‘e’m i n ’ plus the- m o  c— h ‘e l out c e- v e ’~c r’ ’— s t e e l  oc t St ouroige’
is musso i med to cocs t $ 1 5  pc— r’ bushe-I in tchc-’sR ’m i l s t ei r ; c ~, t’ b l u e d ’ —  p lus l o c r ’ c ’ e i o n i e ’ nnc t c ’ r c— s t
oil 8 p —nc ’e’ tu I ocn cmm put ou l t ic —cl  u p  utu l ice ’  ‘ m t c cn ’ t -o i gn’mum uc ‘l ’ i o o-  t ’ x t c t ’ c ’ t e ’ i h  c - ’ mm loie c o t  mind

c ’ c I, ’ c i l ; o t t ’ , e c ” c n o ed It t ’c m I(cci e ~t ’r
’ — e l u , n , c , e cc  I ’ e ’ o r — e c n c  c i t  r , ’ l , c n t , , r c , u , ’  t i n ,  c e ’ n u t  le,’n o e c ’ , ’ n e n c ,’ , m n  ‘ ‘ C u t

is’ rco~b u e n ,c l nice’ t mr t ’ e ’c i cc me.  e t - r i c , c i e lc ~ t c m , t , , e u c c  , 0 , ,  e ec— . c c l  t i e ’ - t ’ ,~le ’ ’ . ” d ’ c nu e l cc c ’  Itt c~ l i c ’ , m t  c - c l ,  ~ e , c ,  t i i  0 0,,
nrt ’ co ,t c c c  0 _ d e l , ’  cc h e - c e o — , i c e ’  ll i ll tc u,ci, . t ec lo c i ’ — i cno t~ t, ,0 , u d , , i c — u ’  o nne t c lc ctl ~ c — — u , , , ’ - — tie , ’. ‘ ‘ ‘ i  c e l _ t u o c e , ,  n
‘e n’ ,,

‘t h e’ 5 o e ~- r e- e d t  un, t t ’ n ’ , ’ ’ . n  c ci,- t c e l l , e c c s ‘. i i c n ~~e l e ’ ’ _ d u e l  Sc- i l k ’ ’ ,  — c~, - . u c c , c O e ? u c e ,  I’ . ‘ ‘ c  ( Ic 0 ,,
mn ’ ’  o c e c c c l , t  c e - l i , - , ic ,- c c — C c , , , , ’’  n ‘e de n ,  ‘ t ’ ’ c  I’ O i c e , ’ — t t e n e ’ ? c t ”
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mme l d it i e dn c m ml hc_ ns ice- l oc t w icc-mi t l t d  the - (‘o l Ie c - c - inug s - c -mm r dc pe nids einu the- I o m tm ml o l nco urut of ’

c-c- ice-m it s t o uu ’ o-d iii t ic e- prc so’uit C d i i ’  dI!)dl mu t hue- pt -c-sent s emi u ’s nicomrk e ’t tu n ic’, which
incll ueucce- s ne-xt se ’m m r ’s product e m ,  ‘l’hc- nccode’l is boise-cl onu t ice- wheat supply arud
de-nnm mnd schc-dule’s t~ on’ I ~)7~l use-cl by Slcmmi ’p les mm cd Wal ko r, ‘l’b uc- s ta n ud m m roi de’c-’ iomt ions
oc t do cn c i o -st ii’ l)n’oduli’t ionc mind expecn ’ I dencancd fluct umit iemrus mute- inc it imu l Iv the’ sanue- as
lce se’ use-cl bu s ’ SIc m , rp !o-s mm cd Womb kc-r , but Ke’e-Ie’ r mu l sec e ’ xmm uccu tue-s t ho’ so ’ n cs e n uvit v of ’ the

s i nuc u hit ieut u re-s c_ i Its Io u c’hmunge-s i mu t he- ex pocrt de nco i mcd’ s st mm nc dmm rd dew mmm l iorc , Each
sinucu lat to ic begins with a ze-ro who-mit stou c ’ k ,

Keo’ Io- r ’s sinuu lmit norc re-suIts Ion mc icunub er 0)! mu te- m at vi ’ po lic ie-s mire- pre’se ’ rcted i nc
b ible’ 9. The’ first u’oo c - v o le-scribe ’s mis mm hmmse’line scenario a world in whm c’h rco storage
is pouss uh) le- , The’ hol i o uwuti g thin - c-u ’ t ’uews dc-scribe pnivoute- sector stecnoige- : ocpe’rat ung wi th
nec subsidy. mi nd svit iu S. 1!~ mm md S 1(1 Per bushe’l subsidie-s oun carryover but not work-
incg I ~I o c _ ks , inc couch c _ misc ’  mussuu ’uci ucg t hue- 300 nci I lion bushe-I stomndoird de-viat ion of’

e- xpocn ’ t ele-nca nid uso-d by Shcm irp le-s m mmc d Wmu l k - n ,  The’ nue’x I tsc-’ om rocc -v s describe private’
so’c_ ’to ) r storm mgc’ w hc uc c-xp (drt de ’uc ummn d is less vmi nioi bIe’ , mis incd icmi te-d , but nc e storage
subsid ic’s mire- inc e’(Fc-ct , The- f i no m l rouw do scnibes , as mu n om ddit nec nmul bmmsel inc sc ’enmm rieu ,
m m c-vo)rld in c-c-’hiclu (luct nmcl io ctis in ~uppIv, de ’nuo mt ud , min d price do ncot exist

The lirst two )  n ’ci c -Vs of Touli le’ ~) shoc-s that private- se-ctor st c crmm ge- , cupermi l ing without
gecve’ rn uuce n it suhsld ic’s. douuiu cs n nu oost of’ I hue pr~ ’e t iuct umit ions I homt ss ’tculd e’xist in a
wor ld wit hout s tocr m m ge ’ l’r iv m ite - c-h ouragc’ r duce— s t he’ sto incdmmrd de-vim ut uoni omI ’ price f lue—
tu o mt iecnus tre im $2 1)2 oo ’n b u ui s bnc’l I cc 5 72 co- n bushe-I , I tm rt t ’ oi tc ’ ‘ c toor ’ct ~ e - p,’t u n ’ ie! c ’ .s gre’eite’i’
prre’e’ ~ta hr / t zu ( ieu ~i t /muro art s oof the got ) ‘P?t Pfl( ’fO / st1k ’k pl / l7 i ~,’ / 0 0 0 / / 0  ‘lo ”c ,‘iIflII J Io2h ’d by
Shin-p i e ’s c n i t O !  V c c t ! k e ’ r ’ , ( i i  i c - li u c h  the ’ ,‘c e lc ’ of the ’ p r il’otle’ sc ’c ’t tc i ’ u.s ngrioo rc ’e l . Thc highest
I oc mmti rmut e’ it i 11cc’ Shmm rp lt’s - WmmI kc -r m incu lom t m on u s Ie’mmd s t om mc ccce’f l icie ’n l of ’ varim c ti ec n of ’
t uco m rk e t price- I ’ ll ‘ w ii nih I ro m n i sid ul c’s to) mm sto mn dm m rd dc-vi mu t rotc of ’ 0,82 , gre-at e—n t han
t hce stmmn d m uro l devumut uccu m Ke ’ e- l e - r c ’ m m lc ui Im u t u ’ s  wo uld re-suIt f’ro ncu unusu bsidized private’
s tocrmu g e - ‘fhie- re-su Its i t o ’  neil s t r ic t  lv concpmurable’ he’c’muuse the- Sluom rp le-s-Wmi lke- r mode- I
app l it’s ti c the 1 &c 75 . I ~~~~ - period. c-c 1cc-r e- mis the- Ke’o’Io-r mode-I mm pp l ic-s inc ly to ) 1979

Th e ’ f’o’ct u r ic! Il l i r e! c ’mc l u ;rrn n.s tc f ’ Teih!e ’ 9 o ’ e tr n tei t ,m Kcc’h’r ’s jc re ’ lmnnnnuir ~’ c ’,’m t u n ueutcs eu/ ’

f / ue ’ ldr’ mc t oo l ’ ‘ c t ci huli~o nt ic t p i , i c c  r’t’O !i au ’ e’ th e ’  ,stu z i i do r d  dc ’ t ’ iu lme e n mc / ’ um ’ h eat pr ic es frc c c’r i $‘ 72
( c m  -~ h i  Ic e ’r  l u u, s h e l  d u n  t ’ r n i r c l c ’pi t c oon e xp e ct (cc t ,i c ’u e,’ ,suhsnojc-’ rccsts ue / $34 nnm !iie u , m per ’ c-cur
Too f u r l  he - , ’ n’ en /Uc ’e (ii i,s ,s~u u , u t l c i i ’ c! o / c ’ t ’ n o ut tcu i i  fcc ~ 44 pe’r’ b u s h e l ,  f l ue ’ ge cn ’c ’ i’ r nnic ’ ru t curt
e u/ i t o ’! I c o  ifli’uii’ ouo h lo l ie i r n oul  st hsne!\ c o e st cc / ’ $86 ron th / tc t rn  p e r  ‘o - u ’et r ’ ,

Ji c cI — ocm -h sub sidu tmm ti erim uod lou ’ I c ’ ~ hou s e -  mm ruumbe -r ou t ’ ol hc- r c- Ho- c- Is I limit mine ’ wort lu
neil I t I C Fhe- S l~ t ue-F bu~ he’ I ‘- u u h cs ic lv ful ls ’  c ccc -’ o ’ rs h ue- phys ic’mi l c custs cut  stonm igu’ sic

O t ’ i c - m i l e ’  - .Io cn ’e ’ r” s i)e ’ti ( l c n n  Is I bce ’ e c o p e c u  h t i tmu lv c ’ocst cuf ’ u d i t o i t o u l  imcvt ’s le ’d i n c s t e en’ e’d gn’ o u nt c
‘I’he’ S :~) i c e - n busiue-I s toc t ’ d i g e ’  c _ i — I  m m l tcie )sI l u l l s ’  c c o u n cpc - t n smm le ” ’. bout ii ~chysmc ’m m l ami d ed iupodr
t u u n m i t s  e e c — i’— c c l  — b , u n’ m m C c ’  \ b o t u ’ .i~ t ’ subsidy e ’ xm -e ’ t - c ln ’ o g pb ic - ’ sucm u l m m tho l  c i u ~ci in ’ le i n mety  s l ccro mge ’

- c s l c -  c-s c culd l e ’ , m o l t ic c’s pie i—u s, ’ d i m ’c ’oi t c i u loi t meuuc oil —b cco ’ks

,‘~u m/c ~ no / n  ‘ no ug 1c r ’u t  o u ! c ’ - f , e p o~~
, , euro ) !ho ’ ’ t ’/ii ,‘mt o , i c i / ( : , r uo :  / di ’ tc ’ e f/u lu c t t n o t nm, s (er ic /s too

t i c / t i c  e l i n e ’ I c t / l i e ’  ‘f t ’ l j o e U ’ t  s o u l c ’ ’~ u n hc ’ t ’ lc ’ i  ‘c t i i icn !t ’l, ht’~’,i,i’,c’ ~ t’im ’ t ’  tl e io ’ l o m m m t i o m n i —  mire

c m : ’ ’ ’ c lu e -  t i c  lii i i d  uu cn u s ni ‘ ‘ ‘ - ‘ - : 1  du’t n ’u mu uiu l ,  sc hi cli u ui o ’ om ni s t limit t un e ’ ‘s mint ’ Ii i~~b c e ’ t

c-s hue - tm  e ’ \ u c e t ’ t  e t t i m m n i t u b  c ’ s  m i re ’  g n ’e ’m uh e ’ r  I~c’elu uc _’ing p t ’ u o c ’  lluio ’ I u t m i l u o m t l s  t i u n eco mgh sic e n d ig e-

‘ . u l h c — I c l l e ’  ne’o luie es c r h m c - ’ .  in c - t ’ , c u ’ -. s he’ni e-x lx rts m m m c ’  )_‘nt ’ oc l u ’ c - t  m u d  u t ( c r c ’ o m s c - s  pr i c e ’ s
c-~ ic e ’ u u t x  cc cr ls u ’,’ le a -i - ‘cs lb l i c e ’  nc e - t  re-st i l t  I immc t  t i m e ’  s omlue ’  c c l  c c , lo o cr l — , cl t s is o le’, t ’ e ’ m mse- e b

I il’1’ - , ,

cl i , ’ ’’ — c i t — t i c  - ‘‘.0 —‘‘ c ’’ ’ , ’ I ,m c t ’ r .tgt ’ ‘ , e , r c - ’ ’ c e ’ r t i e , , , ’ ” t i e , ’ — toe,,, e: , ’ -.u ,l ’— c , ( i  l e t , , , c ,, ‘ .e j t t c td~ c — n - .
etcc.t ‘ ‘ ‘ u m n n ’ ’’ i o \ , ’ e  0 c _ c  di I c e - n t ’ ,,’ — o c r  c ’ , , - ,  n ’ , cc i  c i c i c t e ’ . o c ’ c n e u l c ’ c l  , , c , - c , c c _

____  ____  — - ‘ —_ - -—  I J
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:\ t upm mn ’ ct it lv , ( cc t ime ’ c ’ x l u ’ni ( ( limit f lit ’ I c c c  le o !  St om c’s rntecnnuc j c cc /m:e ’s f l i t ’ mc ’ ec r ld ‘
S g re uun m ‘( ocr -

o m ,eu ’ nnuo!ui,s ( n’\ ’, i t i i’ ce n c /e/ Is ’ c u b / c ’ , (lt u ’uut ’ e ’ ( to ’ Oi / / c - , too i f l c r ’e ’ oiSc ’ ( !t iflie ’S l ic um’e’ !f ure ’ ot t  th e ’
c ’ ,S ’ j cc ’ ! i ’ Ou ’ cf gn’uuun c undijtuon ’ ( nlug o ’cc uon: ( c c c ’ s  icc -’ n ec / t i c - c cc c ( l ie ’  utrul c ut i nit ‘f 1’ S grtiun u ‘ c te cr o i~,’u-
c u b !  /i!’(u ’t ’ s t u i l t o / i ( c - ’ , (/ imi t us , bc- inue ’ r ’e ’oz ,sInug price’ I ’ uul ’ ieuidt!ttv / ! e t Im ,’ l c ’l’, ,c’T’o i l F l  urn mpoc r ’ t t ng
o ’ c c n i f l t r i c ’,’-) c c - u i / i l  ( I n c H  / Io t l ’ c ’ m u  i t io ’t ’ n i t l i ’ c ’ ( mc i ’ o i ne, ’c f t’Itu ’( o ie /e / n fm c c iu c t /  . s t c ’ l e i~’e ’ f u tm ’ i i i ( u c ’s one )
( ut/i c ’ cc I tT I /ic ’ n’i’ O/u lO ’ c ’o/ ( - ‘ S .s tet n ’ etgc ’ l eo/c ’

l ) oc m m n , ’ s t  ii ’ c_ ’omncs uu uie ’n ’ c - s o ’ h l~it’ e ’ cs oil t inst  u i uct ’e ’ mms e-oi mis st e crmm ge ’ sui hisIohme ’~ mit - c ’ mm pplies’l
ounie l pm - ice ’ llt uc t limit ioucs t ’e’duc_ ’e-e l,13 But , in Ke c’ le ’n’ s nmcesl e- l , s to rage’ subsu m e’s unucn ’ o ’ mmsc ’
Ihe- n’ m mlc ’  ccl ’ i umu t ioml s to cck buildup. I hio’n ’e.b buddo nig oc r ) I he- pu - i c e- ccl ’ w he ’ ,cI w ic i le’ the-
i t c i t i o m l  . e h c s k l u mle ’  us i co ’ n u u g d uc ’c _ unmluu l m i l e ’ o l  (‘o cnc se -qe i e-uut l s’ . thc S 1~ t ie r btis huo ’ l subsidy
hie’t c c-lilm ’c c_ ’oiuus u tnno’n ’ ’~ bs’ 1 t rmill u e un u d eulbom rs lie-u - 50 cr , but m m slil)sid\ oil ’ 

~~, 3I) pt- n’ hushct-I
le-muols t i c  f mi she - i ’  m m uc ol gt’ c ’ mi lo ’ n’ stock m mc _ ’c u nciu bomt u e u ni  ss- iiuch rmmise ’ s n uim mt ’ ke - t  p r lo ’ c’ — ss ’uth t b um-
i’o ’’— iI II thmm l lice ’ l o t  benco ’tit - c coc u isu nie ’u ’s us on ly S: t uui l l ieunc Ice t’ edi t ’ ,

\d c i mocu ’ u m m l V S I sve ’ lt ~un’ c- ns n’e ’e luc_ ’c- e l bs’ s bo on ’ mmg e subsu due’s be cmmu use ’ t lie’ lm uct ’ u ’ muse - e l

~u hu ysi cm u l m m t tol oppon’t t i nci l s costs cc ! ’ slein’muge mmn c d dc’cn’e- o mse- d o ’ x l u oo t ’ h smile- s oc u i t w e -ug h I he’
itut ’t’ e-mi se’d c_ ’otc - st mtcc e - wc’llum n ’c’ Tic-c’ subsidy c_ - c os ts mire ’ mmmi iuc c _- ou u ue ’ 1 rdc ni s l e ’n ’ I r mct d i  I mix 1umi ~
e’u ’s Icc s l co r o ’ t’s, mind house- uco ss’e-II~m u’ e’ ut uu p luc _ ’m il ie ncs inc this uicocdt ’ I hecomois e ’ c hic - b nnbuct i cc n cmi l
cotusu de’t ’o ltu on is mire- mgtcor o- d.

\Vocrl d ss’e’ l t m i r c ’  de’cu ’ e ’m uso ’s mis lice’ sIon’ omgc’ subsidy Is m t mu l uou s c ’ cl iue ’o ’mmu use ’ Itl c re - mese-o l

s h c i m ’ d iC Z o ’ c _ c o s t s  in n t i ne ’ t t u cutee l SIm il e ’ s oc ui lc - s ’ e ’ug h I lie- In lc ’n’ c ’ d i se ’  Inn wou t’l eb bc - nc e-t i ts I n’otu i
ce uucs urc ip l ioti out ’ 1,1 5 gn’mu i i i

‘Fcc te ’sI lice ’ se ’ t i smt i c - i t s  o mf ’ t he- u- c-s u Its to m h it’ m ms s iu uu ie ’el sto m nud mi n ’ o l de ’ vu mmlu oe n oct e-xpont
de tcc om n id , tsv oc m u dd it ioinn , ul pec l icie ’s w e -no- si t uiu i lo mt e e l , omnue- du ’csutciit Ig I limit e -x p e cr l  ob e ’ ncco m n u d
ltuctuo ul iounus humid mu s t mm u u d oin - d de ’vimu l ic_ u i c ut ’ 22~

’
~ tc i i l liucnc bushels, Is m m c - ’ e- romge ’ Ie’vc ’ I be’-

two ’c -n u 1962 m m cd 1~)73 . min d oun co lhe-n ’ m ussli n u u m tc g o luc cx pecn’ I ole- ruumutie l st m mu ce b oun ’ d dc-snout ion
oil ’ lOt) nillioti bn,ns l’ne ls , .cs nucug lct be- produced bs- Iromde- lj be n oml ii ,oml ie e t i c O r nni ni rc cunc
pun’c lummse I t acIt’ ougt ’ c ’e’n uue’ncts coupled wit  ii mut t ur ccu ’ u ’ mmso - inc hcn’ e -u gu m s to i r m cg e ’  du c t  ic - its ’ . T/ne-
r’t ’sul tomc’ut , s ( e t n to !im,’ o l e/c ’ n ’ to t t j ecn m , s o m f ’ rc u oun ’kc ’( /I,’Ic c ’ 1-O/i e o U ’  ( h u t  n’ t ’ol t ie m ,t ~,’ f lit’ iunui j u/ t t iue!e ’ co f
c ’ ,c-’j m c in ’ t  o/ c ’ niuotn t e l t /mco ’(uuf l u c n u .’c lo s 25 ~cc ’rc ’ o ’nu t t ie 225 Inmm!/uc c nm hi ts /ic /s o in n oi b’s ’ h7 ~ce ’n’ m ’e ’ nut
(do 10(1 nui il/Ioonu huts / n t /s  /meu ,s e ’ffc ’c’t.s c m i  f /m e ’ sOn t m u/ u :o ( i co n m cu f ’ i,’n’o m t ni  j c n ’ n ut ’s c c / ’o i hc c uit t/i c ’ S i t tlut ’

nul uu d ni((i ce/c ’ (u.s (In ci se of ’ st ec n’ et i,’t ’ ,‘cIli ’isee/ tc’s of ,~ /5 cu r io!  -5 30 ice,- lcusl it ’/ I lcuw ec- ’c’r , pn’icc-
s to ib ul it s ’ no- soI l nig In’ e cni ,‘ imml i i l i i im tc ~ e’xpot’t i lu c tum i tu e cncs he ’ t cc ’f i ls ceo tcso i t cme ’ rs  ui coun’ c t h cm m tm
lcn ’ uc ’c ’ — t , i i i i l i lc - n’ c ’ s e m lt it ig t n ’ oun i i shc ou ’mige - suibsdues he’c_ ’ouuu ~u’ the’ t 1et ’ ti i O’ t ’ c lout ’s ncoit buds  o e l \ ’ u ’
mm c - I m c m ’k j t l l e ’  innlulup mu mn d di fl m u m ’cc un ii ~um i n y u tng le’tii l ocor dlt ’ S ( t i o m’ c ’ d u S c  Inc I~

n’
~” ’c- c-s icil u ’ — hc cck s

~u n ’ c m icc unc ui lm u nun e
ld oo l I c vmusmike , r ~- sh ould re’ c ’ d ’ d n l /o ’  th~- lo t iiil m ulu oo n ns ccl Ke-e ’ I , ’ r s u n u m e l c -  — : —  Fon ’ sh , Kc ’ e ’ le ’ r

‘ c mucnu i l mu t u ’ s  oc n i lv o c n n e ’  I c - l ee ’  oil ’ —.hoi n’ . i c _ c ’  — c _ dc- _ uc h~ ‘,c he ’ un c u ’ . mit  b c e u o i ~~lu , c n lio n’ —h m mm c: , ’ ‘co - I c e- m i ce ’ s
e ’ucil Id he’ e l - — n m  o t t - cl h c u  —h ibm Im i c ’  l m n’u t ’c ’s m it 0 0  I c  ‘ssc ‘n  t o o ’ .  I m e ~o ’ c -  i n t l  unbe nd - ‘ 

~‘~t ’o ’c i t io l , ice ’
, c c - ’ — n m n n i u ’ s t i n _ c t  I~~l 70 0 -. o i it ic ls ’  m u n i e l , b c ’ n i c m u u c c h  i,c c t m c h I I i c e n l - ~ o n u s  i d c t i c h - l i n m u l c ’ i s  t u i ’ d l t o ’ b inc
sui icplv ,im n el  mbo t u im m t ic l  c c c ’ n u o b s  ‘Fbcu’ ml, lue’ , i— - —llmnio’’ — o o c u l — h m c r c t  pb s  ‘c Om ’d il — n ’ ’ r , o e c ’  u ’ I u m c r c t ’ —
c-s il, r c . o ~ b u l  i c_ b u t m u i m i s  I hc ’ c -  c- in ’ s s c - m t  Ii c - Im~cp ly oit i m l o h e ’ m n n , emuc l  c ’e i n b c b l t u u o n s i n b i t e ’ - t o n - a g e ’
nucm l ous t  !\ I”et u t n  ii. he’ .111 t ’ i l c c i tc ’ ”c i bit ’  mini tm ~m muI  pu b i c’ bloc _ I m m ml , ‘nu ~— to e  , c ss nuncut el c’ ,u ti c l oc nm c
‘ ! , i c ’ l m , c t  cul ls m m s u u t u i u ls’ intl o ’ \ 1 c c e r b  u h c ’ n m n m m n n c l  — m ’ Fne ’i b u i l , ’ - -. , ss ’ b n e ’ n ’ u ’ , c — l i c e ’— , - t l l io ’i limit u cuun —
utm,us , I to Imu& ’ O , I ce ’ — e i um me -ss ’ hmu l  t en ’ e ’ c i  C I  .ui c l t ’ l iii hi, be’ o ’ m m u ” o ’ ‘.10 eo ’ ks mt - c ’ luc in li um ~

c i n , cmii I Ice’

I’ ,cc elt m , ’ , -c’ — i c e  t n t  lme ’ n n . ’ l , t  0 t , ’~ c -  ‘n’ ’ - —.l _ m I ’ i I I f , c t oee l i  mc i  t i n , ’ — n ,t ,etl ,’ ( ne ’ , c ue ’ — ,- ‘ ‘I le t ’  _ m ’ . - . tu nn i i c n d ’ ne  nit _ cc
c - d eed —mm c l i, ‘., h c t ’ ci c u u c ’ c— ’ ‘‘- c - ‘ u i ,  i m t t - i , c - . t  ~, ‘‘‘‘ ‘ i’ t ’ I e , I I,,’ e - , , c n , , o , nce ,  , e ’ , ie ’ t ’j ~ ‘‘I ‘.c,’ t l , o ,, ’ mc.

t i l l ,
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itc itial zero level , wheat pr ices rise ocs t h nc ’v are stahilu,,e’d, ‘1’hu~ pric(’ shill has we l(~ire
imp lications thm ut mire- independent ol’ those due to) price s t m i b o uli , mu l coo n m is us discussed
later ,3 Thus, t he amualysis does muon conupo mre pn ic_ c- stoi bi I l i m O mou rn eupt ct uncs in the’ u r
b u g — r u n  steady st mu tes Io’u rthe, ’ ,‘t’so’eiu’o’h Is n e e d e d  tee r e f i n e ’  o n ruin ’ c l  (e ’ nu d K c ’e ’ le ’r ‘s
e’.s tunnu te ’s of ’ the pr ice ’  ot’ ,stabm/ i2 ution m ,

THE EFFECT OF GOVERNMENT STOCKS ON PRJ~ ’ATE
STOCKHOLD ING

United State’s gu’ain stock pcul ici c-s e’mivisiotic_ ’d I m m t bit’ f utur e ’ c- s ’oculd dutli- r i’nminui
graimc stock policies ol’ the 1960s, Inc tice’ bumi st , go c c -  o - r u i n o e c ’ t u t  e r d u l u n  ‘~h c  c_ ks w e re ’ mini
inadvertenct result , muon a desired i-nd , c o t ’ d , o m n ii ’.e 0 ,  mu g n c _ -u It u roil pI’oign ’m lmi u s c-s h sc ’

pr imary purpose was to support and raise- tho ’ mcc - o’n ’d ig o ’ j i r i c _ o ’  ot ’ gm ’ m uunn s Pmist gove-rnc
menit pr ice suppou-t programs indirectly proviobe-d l ou _ Ic _ c’ ~~mibil i zutuou tu by ke-e -puncg
pr ices at or above the support levels , hut the- price--ro u sin g 1 Th ’c_ ’ Ic- of b }nc ’ c-c’ pr’ogrmmncs
were probably more important for consurucer and produce- n we -l tm m re - tbim m n i lice- price’
stabilization ef fect s ~ Past programs led to mmmc expensi ve accurn ubo iti nmm cci wuvern-
ment stoc ks because c r ’ogiLonus were not designed to periodically rc ’ lo- mus e ’ on the’
commercial market mu nuuc h stock as they accunuculoute-d-

Unlike past programs, fu ture grain shoc k policie’s w culd pt’c uboib ly Icc ’ de-sigmce’d t Ic
accunuu late and release stocks s ,° as to ra ise prices during vo’mub’ s of b ccu ui t if u l hounve -si

and depress prices during years of’ leanc harvest Sonic fear th m m t gove - rucuca- nt gnm ml t i

stocks would “overhang ” the market and depress price-s . Alt luough gcov t- rmi m cce-nt

stocks would certainly depress pri ce~s in lean harvest ~ o’ d i b ’s , t hus , - m Id be’ pre-cuselv
the gover ucn~ent ’s objective, But ce ’  80,0’ nb reaseurl (cc he! i c i t  then ( g rn tnt j cr io -o ’ s~ ci m ’ e’rou~ e’d
e)t ’e ’ r l ean tu nne/ hom t nmtn / ’u/ harmtesf \ e ’ei n’s , b utt Id he ofe ’~cn ’e ’cuse ’d o i l  ret t ,°-me ’ ci 1 cc - ii ~,‘ct n’ e’r’ni m ie n

gra in stock prograni t bout , onV e n t he Ionug run, mit- it he- r c _ couch u uiUe’(I t o o mmc c_ ’ouuu iu lm mt e nc)r
decrease stocks , °’

We do no( hu e’ a r’e’ !u,uble e’s (nruiu (e ouf ’ t he’ e ’ff i ’ o - t ee ( go d ‘I nn c n l c ’nI ( s ( icm /?h be c /o / Inmg o di n

pr i m a te ’  stoc k len t / s . becmuuse only since 1972 have gc _ cve - rnc ui c eu c l g rmuu t i stouck s he-e’n low
enough to ) pe’nnu it pn’o litmible om rbit rmiginug ccl ’ grauui l’ue-t ‘ cc -c- e tc houtut il’u I m m m cd Ieo mnu hmi nc - c -s i

years by the- pnis’ m c h 0 ’ sec_ -I on’ , and mu h’w niuore ve’ mm rs uc iomy be n’c ’o lu ire-el b c ’  I c c n’ o’ c - c - c’ it-ann
how pr ivate’ slore ’r ’s r’c’spon d to ) re-nu e ’w e-d e i ppoct ’ l u t i u l u t - s  fu r  t oroc t i tomb l e ’  s i dordo gi ’

The— exte-t i t  to ) which govc’u’ t i ncc e- nc l .et~~’k pom ln c _ ’ m es ucc mmv I cc - m’x pe-cle-d h oc re-duct ’ io n’
vm m ’ e’ se—ct cr s toc c _’kpi l incg de—pe-nds onc w he ’ Ihc ’n’ the go uvt ’ r ’ un nic ’n it c - uubcs lm b u lc ’ tile’ I o n I c - i t t ’

so ’c_ ’ t o mr  to s l o c m’ c’ ~:“ m miu u he-vor ud the- lo ’ v o ’ Is it icthe ’rwiso’ wc uu i ld c c r b m o i s  - m i d  c - el is gromun l o ium

its owmc omc _ ’cec un it. II gcc ’.’e-m’ nnuuenc h T o t e ’  too  b u y  mmmcml so’ll gt ’m mi t i  ‘ m m u  i ts  d c-c- bd m uc _ ’c_ e c lin t i

mm lthough ste )t ’ o igc - s~m ic ’c ’ cou ld lie’ n’e ’ tcte ’d fm ’ u b mcu the ’ prn c - - o u t c ’  so ’ o ’ b i , t ’ l , I lie’ c’ th’ t ’I c c l  c c c v i - r u u

rca-nt stoc ks ot n t u n i c - m e t e ’  se c _ ico n  s leuc _ ’ kp iluu cg wo muld elc ’ t c e’iitl o t t d  wbii’t lic ’ u ’ ,,,,c \ c ’r nt mll c ’ n l b

s t it e_ ’kp ilinug us pn’ e u l i l m m lmic ’ or nod , mmm c c l ounc the- o m t i i cc u i tc l  oil gc cs - e ’ n ’ nmmbc ’ uh t  s i d d m ’k~o bI i t c g

I/ t Ine ’ ~c en’ e’r ’n i n ume’ui I cum ibsni/n:e’e/ icr -n ‘mite ’ se’c ’(ue r’ i,’r’ iui ~i s (ecc ’l~çui / mr n ~ l u ll / l i ’? th ta,m e e o c  n io n o g

~,‘r~un ,~ t cme ’/,’s nu n ~‘c mc ’ e ’r ’ c i nmtt’nu f cn c ’ , - o c u c r m , J u ruu cit e so” l o o m  st oc c ’l:jm m / un ug Ic ecii/d lit ’ ccc  t t ’ i i c - c ’ i! ,

I-’ i’~,’ c - I, , i ’ ~ -
‘‘‘ ‘l i me’ ‘I d ,,,’ m~ ,’ I i , e c ’  mi ,- , —  e l t i m e -  I ’ ’  ~- , ‘  ‘— c u m i n ’ ’  c m  c o c c i  ~~~

, ‘ .t , o I e , I u _ ’ , c t c c ’ t c  ‘ 0 — I ’ ’ ’ ’ —  el l ie , ’  i l  u , ’ .

‘.utt ucc l ,, n , ’ el ti c “~i, ,cc ~ ,I,’’, ,u nce l ‘ct_ ilk ,,, , c  c e  , i c — ’ , c  — “‘ ‘ c i en ~ c I ‘ . u n

ii , ’ ‘ - t h e - c  I ’ , e e l  0 : n , m , , c  “ t e c t ’ k i m c l c c i c  , c e e o l — n t I c _ n ‘ ‘ m c c i  n i c — - c ‘ i c e  c c  C e ’ ,  i c ’ ’ I - m c i  , , ‘ e i l , i  ‘I’’~~ ‘ - ‘I ‘ o n e
t in ,’ c - I ’ ’ ’ it i o : e e C c - r  u t ,,, ,,! i c n - ec , ’ c c ,, t i e ,  - — c i l e , e ’ ’ t cc. t o ” ,  i . ~

,,
~~

0 I e ~c~~i ce ’ ’ ’ ’ ’ ,
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n’c t t /ue-c ’  th e i r u p’c ’c / I to ’ u - (/ hc- g’em i ’ c ’ n ’nu nnii ’ nit  t nu ( u ’ n ’ u ,-c u t i ounu  I’t ’ uc - c bo -  r , c l n ’  “- t e m n i - u’ -’- c - s ecc i l d  c’ le’c ’b

t o) steut ’t’ m i e ld ut i ’ oml mc i ,~t’mi b t i . mm iii h i s womu lul 1mm - us ed ’ , n u ,  c c -  I-., ‘ I  — n d ’ ,  u u / mb m u m  o c t  g rm uuuc

cou u c s t i tc u l dt i c c u i  l c ’ c - ’c ’ Is ,m u id pn’ uc _ ’ c ’ s ilv 0 0 1 1 1 1 — I  I n c  I to ’  c - i i h i — u e l c -  , c c c -  m ’ t c u c e ’ , , n  m c u u m l d  mmdjust
t bc t- lo ’ve -l oil ’ t e e t m u l gn’m um n c-h e c k ’— min d t ice- b c - e l  c cl 1 m ntc u ’  s t omb c o lui , in c m l

I /i c ’ m ’ cosl ,~ cl cn , / / mnu o ’ c - ste t tm i / m :e i tl c nm o’/je’c ’t ’~ ic / ci ,s( mcn’ mm c t - s otl c~ n c /c -’ u c ‘eli /e / ‘ / t  !ce ’n io ~ c nn ( / i t ’

lc -’ ;ee ’ c , /  c - u m/i ,~i o/c - i - c m !. i” uor o x o m muu l m lo ’ , ~t uc c ’k e l b c  s cch m ’ ,od~ l oon U— c ’ ~~h m m h c c i t u o l , e ’ u t  c _ c rc - e - - i

vo ’ m u m’s w ho ’tt II ‘_ c - us ‘b c’ c - un ’c ’c l tee build up c— Iocc _ ks c_ c olic1 hue ’ u ’ iu iu p l um i c-s It Fm mm —‘ I c  ‘I cc ,’ lax totn
liso’ u I  Ic-mum I , e t ’ vu ’sn c - o m i t ’ s  c-c- he n it c - c - mis ob o ’ —’um’ed h o e  mlo ’ m ’i’ c ’ mcc - c ’ ‘— b c e m ’

~ — i / i c ’ c e - b i b  c c

m i n d  c ’n ’/ o ’ i’(,’i me t  ou / te ’ n ’n te i t tu  0 ’ ,‘ itcu n’e t~,’t ’ ,s m mbo ,s,’ e / ’ , - , ‘ / i c ’ t t I , ’ ” ,s / i c m i i / o J  I,, ’ ~n u u  ,‘~~~I c _ d i l e c /  i ’ m / nt tmi rt-
u’ c -’m o ’c in ’ c -) u , °

I’ ’ ’ c u  ~o u c - i’ t ’ uc icc o ’ n it— cm sc - ’ mno’ d c - b uc ks , u m’ d d l m t m u h u l l t y  dt’ pt ’ u ccfs (bti I hit ’ I c - c - c - I mm mccl  ~pn’ e - m i e b  ccl
ini o- u ’ \ c ’nm llo c ib I onI c _ C ’s —~u ’ b e ’ c_ ’ I t ’ c l  t u c  guns - c-n - t i  —h oc_ k Ol c _ ’c_- Utci lll mut i m c n l munic h t ’e ’ l c ’ isu’ dc’c_ ’ b sb i ’ n n c -
us s lunci iuig l in us is hiccw govet ’u uc ue - uut c _ b n 0 0 0 l s o ’ c -  l ou imi ’up le ’ ncc eti u Its c c _ c i t ~t eoc ’i ~ cc d I I m ’\

l” irst, c_ ’c ’ u u l c - r m n i c  t his pt ’n m ’c ’ hand i lo ’n ’ o ’d l 5 In i g ’i~ ’ m ih co v o ’ t h e -  m cc - ’ o ’ m ’ : om , o e ’ uc im m m ’ ke ’ t  l m u’mc _ ’e ’ l c ’ m i e b ’ —
to Inni ’u’ o - d c s i c l c l v un up n ’o i i t mmb lc ’ s b o o u ’ ougt ’ in t ho’ Iccu n g ruti Ro’m , ,ou mc - c’ c i  pn’ou duc _ ’ tu o cm i  imui b
c_ ’ e n nc s u ui i pt b ooni t’e- spo o u ise ’s to ) thc hughe ’r mi c - ’ o ’ t ’ mcg e ’ grm m un u lcn ’ m ’e’~

, s tocks  un - c ’  muc _ ’cu mu lmm te ’d
ucuon ’e’ I n’ o’ c h IIo’mn t Iv mmni d in bo m m- ger m m nc ounts t hm m uc thu ’s mint ’ u’ e ’ bo ’ mu se ’cl, mm cd t’ v c ’n utum m l l v hI n t ’
st~oc’ mc ge ’ coo t- it s o il the mucd c- l imu ut c—lv d bm ’m_ ’ I u h c l ~~I i h o n m g  d ,bo oo ,’k m ’ t i h c - c - ’e ’ igi ’n c m m c -  In n - c h i t s  m cmii i ‘-‘l oom -k

t’e- lo ’ u c - e- ~o u i e ’ s . l m bml c _ ’ u mn g the pu - bc _ - c ’ homucd m n u c - n ’ o-m i ~ i lI gl\ be—l o nw the , m c - o ’ u ’:c cc ’ c ’quu lihr i ’

pn’ ic_ ’c- Io ’ m c d c - ho bnic _ ’t ’c ’ m msu mu glv mon’ o’ f ’m’eque’uit n- c- Ic-oust ’ ou t ’ g i o v o ’ rnu nm u , ’ nul c- coc ks, mmmcd ii’-
gem ’ c ’e ru nnic - ti t is o oiu t e d - - b c _ ks ucn cmr c ’ f ’n- e’quc’ntlv’ . ~V }i,cn - ‘v o n s t oo c _ ’ kc- mine ’  mic _ ’c_ ’unncu lo mte d c_ ’ minu
boo’ o’x l Ic’ m ’ bc ’ob i c c  he’ F cr,ol i t mib u l c e , em l I c e ’  eve ’ rm mg o ’ , mis sumidir ug t Int ’ I o n i c ’ h imm u ce l IS wide c ’ u nu c ii cb u

t oo  m ’ o i V e ’ t ’ o ’ x l u c ’ c ’ t c e d s t u ’ r m i g c ’  c_ vs h s Hut — o uch s to ic _ ks c _ cou ld  not pi’ uvidt ’ nuc ’ iu se- c_ ’ur bt~
I’m- urn h igh l o rI m ’e’s, b o c’ c_ ’mc us c ’ the’ ~h mc c _ ’ks womu ld ht’ s uu bcl ootlt’ t n du u - u mc g ‘ ‘ ‘l o t u s c l v  n i cn m ’ uummml

pn’ c m e lo ic _ ’t ic i uc ,c- ’ e ’ miu ’ s he’I ’om’e pm ’ ic_’c-s homd re-ached t lic’ iu’ hiughc’sI lo ’ v c - i ’ - ,
Se’c_ ’ecu i d, t ho- c-s uci t ic  c c !  the ’ r ot c_ c’ bo ut icl uciust be’ m io utht ’m ’ h m m e m  m i mi rb’ ooc -s ’ uoum’ t o c c o  c - s ide ’

The t cn ’ t mn e- i - bo ’ mmols to o ti’equent mm cc _ ’euniu bout ion mund n-c - Ic-oust- ut ‘— l o o m -ks ic-cut the- ;mu m c ’

diti’enenc l iou I betwe ’e-nu huv m mm cd reh ouse ’  p r Ic e ’ s  duie’s tco )t coc-’er I bce- ex lie-c_ ted c _ u u~I c c l ’

s lm ou ’mug e ’ ;‘c,Iten’uio it ive-Iv , the’ b ut ter ncca~’ Ic-mud hoc Iom tc g pe -m ’ m o cc is he ’ twe euc purc icous t ’ mmmc d
sa le’s out mu pu’ ice’ d itk-n- e’nl imil thout . w hile’ loin-ge’ , ms mncs u tl icbe ’ t i l  t el  m d c -  c r  I lie’ m ’ oe c - iS  ‘ f
—t o m n ’ Iulc tiu -’ gn’mm l n for lice ’ bei ng pc-n ods he’tc-c- ’o ’e -ri ~tocc k mm cc luisll b onn munce l n’c ’ bo ’ muse ’  “~

If ~‘‘‘ t c r 0 1  flt u ’lb t b/e ’ c ’ b O / O ’ ,c- ( c m c l I e n t  nn~ i t  /(t tu ’ s ( o m i ’ /c_S i d,t i t s  com o ’nu m bo ’ b - omm t nm I liv s e t  to nu c _ c - I c  oc ’ /~
‘, m ’ ’on is!atl domn al ib/ t o / c c - i S o  / 0 m m -es . f l i r t / n c r  n’t ’st ’ et n ’o ’ /m ,sl m comt / c! lot ’ i icu o / c ’ r t ml k o ’nb t o o  ‘ 1 0 0 0 1 1  ‘ u c

t /mc ’ c ‘ c-Is c m n b e !  e ’ / / c _ o ’ f c -  ‘‘~ 
ou/te ’ c ’p u i t (n n’ c ’ I (’i’e’l ,s (m Id! ne ’ nm/ t /u ,s  ci/ (/ie ’ I~

’m
~

’
~
’ bo u n d

\‘c h c ’ n I  c o c s o - n ’ n t n i nc ’ nc l  s tcw k pi lun ig is t cn ’ cu i i tm mhb e ’ , h u t -  g oi v e ’ t ’n mnnnu ’ nh is o m ctnng l Ike ’  mm
u r uv , m b o ’  so c_ I  ‘i —h m ’ n ’o’r , w humso ’ pt ir c_ ’h n ocse ’ s  mi d  soi l ” - o , l  c _ rm i buc  u ’oiv c ’n lic e’ “ “.1 o i l  c - h o  c i m ig e ’

Ht’c_ ’m iust ’ mmm n ’ kc’l t lmic -I Umi t imunis pm’ m c vid c- mc c_ ’o n ’ to u itn im n ib i t e -d I  ‘‘~ e~ ’’ ’ i ’ t Il l  I~ - I , c c ’  ~c m’ o t ih m ihl c ’
s t ce c ’k p i l m n n c ,  ~mm’ c c fiIm i hlt - c c c -  ‘b It m n t c ’ n u i  sIocc ’k~m n I b n c g  ‘ ‘ u s e - s  I c- c - s roicmn n n i c o n ’  I n ’  ‘ l u  ; c i m l c ’ pn ’i v meb -
sc- c - hoo p ’ stot ’k ic i ln n ng lm c’e o~It ellc/e’ g e c c ’ c ’ c ’ c o n n b e ’ l t(  t -’ m t cmc ’k i cb ! I? iL ,’ 0 ( 1 0 h’ ‘1 pc ’e ’teel l ou  In’ on ri _ s f e’r ‘c- le e r

i cc_ c ’ f
’rc m rni 1/ic ’ / tn ’ i l ’eI (e ’  -ii ’ , b o o r ’  ( m m  ( / i e ’  J e l l / i / t o ’  -c - t i - f e  c t ,  lc ni ,s/n t ’/ m e c b o m t s / ’ e ’ I , Iin ,iI c l oth t o e ,eli t’ m ’t

11 cc ’ l o b  e l  Ie’ve’ l m l  st cec -k pilm tig bco ’o ’m u u u ’ c - c ’ I l i e’ c _oms ’o’u ’ nI tt l c ’nl t bt d i e ’ n ’ c - ’ e ’ t n h icO tn c - s co t i lol nuc i mmcl i i i

‘ cm - O~~c - “ c i  ic ’-i~t d c —  cit ole - ‘mu - . -,, -ci I d i o t  ht’r e o nu  p c ’O it
‘Ice’ ieefl ,ccoc n o, ~ oiu, ,, e m ’ , c - u c ’ n u e l — , ’  , c j c I c I I c ’ _

~ t e e  m m c c c , ’ t  , ,tuoo’c,t — uc ’ , u ge - te ,u’ ,,,,t ‘nm , 1 oc ,ucm n unc u t ’ c~ig c’n ’” l e e n  -‘ I c c k
lce ’t ’~c c u — e ’  l i , e ’ t e ’  uc. c r c c u t d j c i c  , n ‘ c ,, ‘ e l o u t I c e t  ‘ i c - e u  c o ’  c c , 1 cc,,mebuic c o m e

o n tu j o l o u t  i c _ cu ,  c l d j c c o c e t  n n t c_, ’ , - c ’ — I c c , - , , ’ ,  C ju t- ic ,c no ,l

\ l , I I t ’ n l e t ’ , — o d c d i l l c t i e c n i  - u —i , c o l it , ’ , \m m ’ , n r , , I u ;em m t — c’c c tu ’’ o o u c c c l  t i m e ’  r m ’ I _ t i , c c t c - . i d , b ’  cc ‘c - cu n b , -  — , , ‘,

, : n , c o n u  — t i c ,  K., , t i me - m o u l t - u ; ’ , , , ,  i c - c _ i t ’ — i c _ e d t ,  c . ’  c-~ $’, t e d  n~’ lee i cc - Id  Inn — n c -  I, , o , , , l t i c ,  , \ 1t t ’ , m , c l , ’ , e ’ ,t c c i  — b e - I _ c , ’ ’
j ee r t I c  p ’ ’ ’ , ’ c ’ c - , o e o ; j c l c ’  t i e , -  ‘ cc— c ‘ I - n c - c , , , ’ , mc. ~ I i  j e , ’ e  tc ,uc c~ i ue ’ t  ,‘ c , o , t u  I’— c _ c - I”’ ’ t , ’ o t  I,’ l’i’ I’, ci icc ’ ,-,’ c t - o n ”
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ence the aggregate opporturcuty for profitab le graini stun-age’ , (‘o oni s&’c_~uu ’nnhI y, profitab le
government grain storage cannot be expected to i m ic _ r o ’ mmsc ’ the’ c - t m u l c i i im , m c ie o ti eu t ’ gro c iu c
pr ices,

Unprofitable governncent stock pnograncs rccay Ic ed to mi partial rm m t bc o -r than mu full
of l’set of ’ pr ivate sector stock piling, F’on ex mmncp le- , comis idc’ r uniurc litoihle- sto )rc_ ugc’
caused by t he governncent ’s se lectiomu oI’ too narrow mu price’ hmmuid lithe- govc ’rnncemct
foiled to accurn uubatc- sufhciemct stocks to keep muuarkc-t price-s bet wo-e’tc stmom ’k purchomse
and smi les prices , the private sector could be expected t o ,  hold c - o mi loo ’  s t , o c _ k s  inc duuiI i c_ ’ j l c d i
tuonc of ’ preiductiecic shortb,sIls that could not be’ eifI~eet h oc - t h e ’  exist itcg c _mo v o ’nm n u c co’l ~h
stoc k - It’ t he’ governu ncc’uut m clc - s ’ mu vs hmmd suflic ic-nit c-n o mc _ k — Ic_ i kc _ -o- p price ’s Ico n c-c- 0- 0 - tn  its

purc hase and s mel t-c - prices , private’ storage tc u , ulI ~ t’l product ioui c - l u , ‘ nb  m i I Ic - would
vanish because’ pr ic_ c ’s would not fluctuate sulhic ie’nutlv b o o  cove n’ the- c_ o c sh ui stormu ge- , To
reduce the private st’c_ ’ t om n s tooc _ ’k to zero wou ld requite- a g c e c -’ e ’ nmc ub bt ’ mnl s t oe c _ ’k pi lc’ at ’
greater size than the original private sector stoo c _ ’k i oe be unudt’r Ire-c’ rccourke ’t c_’o t md it ionus ,
since- the narro w price’ band would mue)t mul low prices to rmut toni d e-uc n mm n i d in shueurt fimll
yemmrs cur increase production aller shortli,mll ve ’mi r ; Thus , mini imucrc’ouse inc m,moo vo ’ rncni en t
stoc ks reduces private stocks by less thanc the increomse in gcuvc-n t i muce ,-~mt stoc ks , mmmc d
a one-b ushel increase in unprofitable gov ernnce nut ~locks reduces pnivout c ’ c- b uck s by
less than (inc bushel,

Because’ it rnpr eu fi table go m ’e ’rrn mactnt gnu i t t  s (ouragc’ inc o ‘re m t so ’ .s to o tet  I d c _ m c i  0 ’ c c i roe e ’ne I p/nts
pr imate ) grainm storage , although by less (har m tht ’ s i z e ’ em/ ’ I/me ’ gcol ’c’ r rm nnie’ n i I stcs’k , ,suinic ’
on- reused pr ice s( em huloza (ronc dmuo’s res ult ,

THE WELFARE EFFE GTS OF INCRE ASEI ) (~RA 1N STO (’KPILING

We’ showed in Sect mo n III that iucc _’nc’omst’d g rm i  0 1 0  s t o c c _ ’k pi Ii ung bo’vc uiud lilt- Iiniv mmte- ’
nc mur kc-t-det ernc imie’d Ie’vel cmuru be e ’xpt c ted I m o i n cc _ - u r c-h ourmi g o ’ c_ o osls I limit e-xc_ ’t ’t ’d the’
be ne’f its mmc -ruiuig dire — ct ly tom gr om unc prciduce’rs mu u uo l ccu rus uucce ’ nc - , o ussutcc iucg t Fumut the ’
grmc iii c -I ii rm bc _ c ’  nccmu m’kc’t is conic pc-tutu v t ,  l’~xt er mcml lii be-nb u-ills we ’ ne- e-xc _ - I a (fe c_ i I ‘n’octcc I limit
mu rl di lvs b c - ,N oomu o ’thi o ’It’ ,’ei’o , Ihe di,stribuiioni mci pric e - s t o mb u l iz om lm a n ho ’ Ic o ’ iu t c -  leo -n  c - c _ c c - n i  grain
pnoe luc_ -c - rs m m cd c_ ’ouncsuucce ’ rs t m i miv b e ’  c xo utcc unn c el , ‘c - ’ o ’ n, t h iocug hn 1 mc - i’o-c cgim izo- d Ihc ou l I l m o ’
m nu u ’n’ o’ ;o - -.c - inc mi gg m ’o ’g m mlc’ be ’ cce ’ t its c - si l l  he’ e’xu ’,’c’ ol c’o b hc-’ I he’ i tm c ’ n’ o , m m ” oe- o i ‘— b ’’ t ’ ,occ’ m ’oo s b s ‘I’hls -~

usc - li e- 05 uu ic t ueu r ’ l o mi c b hi c ’c ’ d boic - e ’ it m m cc - he- c- nc c - I I ggc ’ sbe ’ m l  l h mu t I ho’ -‘bc o r u c _ m ’ moo t - — is ‘ i i  c mi lt i ie ’ rt imm -
h b co nu c _ m IIv c’ ecomrd m n c mmto - d s l oc _ ’k p i I mnc g s~ —l o ’I ni ru cught lie’ o il Ieuc _ ’ m utt ’ el m i t i u o c i l c _  c _ oo n u s c unc u in lg c_ ’u uomuc ~
l n ’ i c ’ s l g r m ub ni  in cm pc c t ’ t i t cg c ’~o u i n u b n ’ uc ’ s Immm cd  producm nng c ’ o ooc me t  c _ I c ’ —  ugu’ mubnu c ’ x ~o co l ’ n o nbg c ’ c e l c n l b r l e ’s
;ic ’c ’oordi nig t o o  t heir’ c - bo mir ’c-c - ut t ine’ s he o r ’ ouge bo ’ mc o ’f j ( s , ‘ \‘Oo- Ib O ’ g ’ i o ’ c _ t  t ime ’ c _ cost s ccl slccn ’ mc ge’

unc lice- h u b  lccc -s ’ ing oI esc ’Oi sslu one

,‘\llo -n ’ c -x ~o ico t i i n c g  i i i  c - c - ’hc m il sm ’nu s c ’ c-so’ Use’ t ile’ io’t ’ m n c— ‘ c ’ omu csu nmme - n ’  hm e ’ nu c - l u i  ‘ ‘  mun d ‘‘ rmn ’ c o ’
cl c m c _ - e ’ m ’ ic coceh it ,’’ c - c - c’ iluc - o ’ c u—o s Ihe’ cl is lnmb c _ u lu i i tc  ‘I h io ’ nc ’ l u i s  en’ 0 — I n u c  l m ’ mouum u n ’ u , ’ o ’ ‘-l ; i h u e h , ’ o c l m c c t u  

-

‘mun ’ c leum me l d l  o ’ out n — ’l, c m ct ucco-omuc m I m e ’  Ic -c - - c - I II’ Ihe-n~’ u ’ - c ’ u th c e ’ n ’  m l r usmnm g cur dc ’ c ’ l i t um t lg  lt’ e ’tc d mum
t m n uc _ ’c-s , I F ce ’ t c h ue ’ v mmm ’ mm u ulc ’t ’ c c i  r ot c_c ’ , -, ‘m i cce tmbci he’ t tu c- ,e ~ u mm ’ c’eI t ‘l ob V t ’  ie o nn ’ ,’uc (l I lit ’t i c - c t ’
e hus c _ oi s c - h i o cw I t u o ’ c _ o ’ , u - ,e ’ o b  gro coto sho u ig t - mu nich t rio ’ ,- s IdchnIl/ ,m uti cchm b nm mi y i cr ennu2 muht ,ut o n ’ be’
, cc - s dme ’ e d mit’uI c - c - mt Iu mm c- h ull - um tcn ’ c- b ouhe —o i I c c  t u- c-n d l; c m ’b o em ’ — , nt I Ime ’ nn n e ’ m i mc u r i c _ c ’  I c c - i l  Smuo ’h mc
— } m i b l b u s  c-s c - l i ,  n c ’  i-lh’ i ’ lc - t h n , u i  mire- -~‘ I d d ut ’ d i I e ’  I c o o , ,  h o c  c c - c -  t i l lu’ Iu, 1 0 1 co - c’ c- h , o b o u  I u / c l  emote

I e is ’ t ’n ’ nunme c ’m c t gr m ulun c - b ’ o n ’ m m g c ’  l m c - n e c ’ t l b s  o ’ i e t l s l n i m l e ’ n - c- i f Ii bn c c ’n ’ e — m ic - ’ ’ c -  t h e m ’ c - c , ’ i l c n - o ’ ’’ c o t

i n - c - cc no i e l , - — i ’ ’  I t , i l n , e , t t e  , I , e t i e u ’ , , , t ,  el i ’ 1 c O n i c -  i n , I ,’ i . 0 ,

~‘~~~~~~~~~FtTi~Thuj .. -WLI~~~~L1i,1l --
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‘‘ c_ ’ cmmcs unie’r be-ne-fits ’’ I’reinc grm m in c_ ’ c oucc - un c pt iomc , We- use the-se tennis to ref i,-n to the
ditt ’e-re-mccc’ ho-tw o-cr c the ncomx imunc mmrn o u mct eif ’ niomue’v I boil conisurcce’ns wouuld be,- willing
teo I m mc ,c- four  mm m v c i c - e ’ m i  level eol ’ gro m u ni t’onis unicpt mo m I measure’d Icy the ounemm unider the
grom i uc dc-n c ioun id ‘— c ’ hedu be ’ be-h c-c- c-c-mu / c ’ rmu mm mc d the- mmct uoul b e -vu- I c c l ’ gro m ini c’omusumed I mind
t ic o ’  c-’om l ue - cml t I le ’  uit-xl ho’st oup p oc n ’ tumuu l c - ’  Iio re ’go i nce— m u  the— pm’ mk’e’ss col purc hasing mmmc d
cuc uusu t cc  I to g ‘1rm ul nc ,\uc imc cm ’c’m ise ’ m u c c ’eo ucsu nuce ’ n ’ wc - lt m c m ’ e- unc e be- rst o u lc ’ s 1 1cc ’ hence-fit te n c _ menu-
— U b i l c ’ n’— mcI t’ e ( l cs b t ’ b h)uti lcg gromimu t ’reumuc l c b ou n itu f ’ub hum I& ’ mcu i v o ’ m m r s leo the ’ e - x lc ’ muh hh cm ut con—
— i i  m n ie ’  m’ — iun ’ c ’ter le’ss voiruo m bi I t v  inc grmmi uc price ’s amid this prc-l~-r c ’ mic _ ’ o ’ i s mcoit rt ’fle-c ’he—d inc
t ho-i r gm’mmin dencc o mm id sche’du It- ,

Im rexlucerc- g mucn i  I~’onui g ee v o ’ rnunce-mct g rmictc slorm ige’ if ’ suc h storage’ rouse-s produc’e-r
we lf im no- dir ‘‘ pu’oid uc_ ’e’r bt’mce’ Ii bc - . ’ Pre d o uc _ e ’ m’ bene-fits a re nice’asu re d by the- ditto-ne-r ice’
h)e-t W e-c- ic 11cc ’ pn’oduce-r s gross re-ce’upts f ’m-onu sc- lhincg mmmc v give-ri Icc--el of ’ grm m inc produc ’-
I iomu mm m d l ice- elpt io rt Ufl hlv c _ oust ccl ’ suc h c - O mIt ’ s ‘i’his c _ ’ ecst is h he value- of ’  the bight-st
s’mu lue’d m ul tc ’ r m cmut c c - c ’  use- oil ’ t he grom u mu . c- itice-r the’ expected mc e ’t c -’ om l ue cot storing it for
s mi le- bum dl  l ’ut (m t’e ’ pc-n od whe -mc price ’ s mire expected to be higher or the- I’onegone
copp ort unity oo l reallocating the resour ces used tc) produce that grmmin I rnc’asured bs’
t ht- c_ mists o o t ’ proouction , inc hurtc measured by t he murea umude- r t he- grain supp ly curve
he -twt -e ’ mc /o b’ , mind the’ act ual Ic-s e- I of grm mi n produced ito the— production of’ nongna irc
goedu e tm s , lm re o duce’r g o m it ~s franc I) r ic_ ’e sta bili zm mt ionc created by gocvc’ rn rcuenit grain storage
e-xc -ecl t lcc ’ i tcc _ ’rc-mms c’ in niemmsur e- d producer welhmne to the’ e ’x t t- t i t  ticat producers ’
pi mm r cm u i mig moo — i s tbr production mm mcd invest nit-nt decisions c_ mi ni be re-duc ’ed by slmih ) i  I iz i ucg
gro uu mc pr ice ’ s ouni d this cost sm ic -’ i ncg s us not neflected in the-ir grm m um c supply sc- he-du le’ .

Stabilization of Grain Prices Aroun d a Constant Mean Pr ice
Level

The’ t he-en rc-tic _ ’a I discussieinc in the economics b i tc ’ ra t  une’ mubomul t ice’ d ust rihul me an cc l
benefits mu m — t u g from stombilization of’ pr ices takes mm concp a romt ic-’e- c - tomh ic-c- om ppr o im ie,’h,

hmmt is , consumer mind producer c-c-’ c’ lfhre- mire- c’omparo-d in ~cr c ’ sbm m hit I /mu iem nc mmm cd fxu c - t -
stom bi l izoct ion sI t  uomt io mcs , Storage costs mire ’ negle’cte-d, In the- pne -sh o mh ) iliz o ml l o o n ,  c - it umu ’
t ion , supply mm cd ocr demand schedule’s mire ’ variomb le.- mmmc d nou rt - mul b c c_ ’m it ioin oil’ supp lie’s
liven time- s hmon ’ ocg’u’ I is om llowed, Inc the- pcn s t-slmmh iib uzatu eini s i t  c i mmt i eo tn , t he’ s c m p~u Ic - mmtnl oon ’
du’n io mrcd sc_ bed u be ’ s mire ’ sI II vm mnia hk- . but qumunt it ic’s hmive’ he-c- nc re-oil  lc c c ’mmt c-c l co ic - i It ‘c -c-I  v
ecv e’ n t m ime- in sac _ ic m m ncmm n nc-er oms to c- I iniitimth’ all pr ice- f inch uomt ionic-

1’iie- sc - ’o ’ l i m mr o -  e’ fI~- c-ls ou t price- s lou h il i-zout ion lc mic - ’ o- bee n mmn i m i l c - i e - e l  inc 11c c’ ee’eunue rn c i c s
l ihe ratur ’c ’ by \ \ dbugh , ° ‘ ‘  O~, °~ M m u s s e h b ’ M  T u r t l o c - c - k c - ’, ’ ’ ’  ,Soiunue ls e o tc ” ’ ’ . o m m c d ‘ii h c c ’ r c- ~ ‘Fine-
m m n oo l~’so ’ i— b~’ \Vo mugh , Ut, ocn d M miss c ’ l I arc ’ mcpp lucmchh- ho- re- , \\‘mmug in de -r cc o m nic - t rou te- d t limit
,‘ uone c - u nc cc ’ n s  bmu se ’ fn ’ emr uc ‘ mto mh nl iz om t im un c m c t pn ic’o’ fl uctu omtionis cm mu n ’ me- d hc- shif ic - I t i  lhe sup~m lv
—,c ’he-du le- , wh ile- Ui o l e- u i icmncs l  m’ o m t e ’ d I hoct prmudu ce-rs b ocse ’  l’nc ,nm sbmm lm u I i imchiuc m c m e t  Iuric -t-
f luc’ t uou h uoncs c_ omusc ’d by shnfIs in the- de’ncou nd sche-du be ’ Th e-sm- mu un o m I’, c-es m isc cl c - e tm lsu i  nce- r

‘ o i o m ’ — o m t u~ e ’ c  ,\~ pe’o ’b ’ .  tI t’ r c c ’t’ I c o ’ , b , c l c , I c n ’ ,
I iu ,  t )t- ’ , uc , , i , , l m b ~ o c t  I’ n’m , ’,’ tn eeon clcci u tc c o , m o i , - r  I ’ c ’ I ’ i c ’ o O  O dcne t l c,’teni,ot c --
f ’ n’ d , ’,’ “ l, etc dl u /, c n , ,, m u , c o ,oi °,‘c,’l t ,e rc ’ -

i~ e t’ ,\~c t ’ c ’ t I l i u e emu— , , e , , e l nice ’ ~~~~~~ 
(
~;t c n i~ i r ’ c t ’mc I’rcc , ‘  i~l , t i e o l , i , e n  c c c , ,

‘‘‘ ‘fl it- t ‘ ‘ c c — e m , , ’ , - ,  Ido ~ - — I I t ’ n , ,’ t en Ir een im i’ ,’ ,u’ , i le l,’ Ii, c ’  ~‘ Ol ; o t , , I u b c -  -,
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mmmc d produ -er surp lus accounting and assunme,-d ic--ru c - t m ormu g o’ c - most  5 , t c  I ce  su ch uc imu dc ls ,
pz’o fit— me )t ivmm t e— d storage would oi u lom ucaticom llv e- I u mc cbnemu h c ’  mul l  l ur um ’o ’ t I I i m ’ n u mut uo cmc s , hut
private ste uromg e- us not inccomporat c-d inc the-sc ’ tcu oeo le - l —

M:c ,sc - t ’j l syrml he’sized and ex le-ndc-el the-s e- mul i mu lc - s o ’ s , Ills uticcd e ’ l  ,uc-su tc im ’d s t , c o ’ i mmic - b Ic ’

iinc e’ om r supp ly amid denccm mmcd sche-dube-s cut tic -c’ fl um m im

S a~m 4 U

I) /ip b c -

w hce’m’e S mmmc cl I) mmu ’c ’ supp ly mind de ’ umc m und q umm i m h it lu’s , P Is  l on e ’ mut i d a munuo l  c- mire-
joim ctly distribute-cl ran c-douncu c-- mun imm hbe-s wi th means m - muti ol c - v moridu l n c ’e’s o r m m ccl er - , -

and c i)va riomnc ’ c ’ or , ,, I) , lie’ do—nccinistt ’ oi t e ’ d tic - out pn’ lc- ’ c- slmu hm bii ,mm l i c enc 1 ° -m uds t i c  mm n bc -I
‘ inccremmse un aggrc-gomte c_’onsunc(’m plus producer web b e rt ’ , t ’vu ’t i I hi m ’ ’ n c _ h 0 -It hc o ’ r  prod ic_ c - rc-

on consumers riuigh l I m s -  from proc - u ’ stahib i mm l ion inc mu c ’c’ eurd c - s i t  ii the ’ W oug lc mind ( )u
m ui cmm bvse s , Price shmm hc i lu zomt i oun is brough t mu b ceec i l  b~ t h e ’  i u i t r uc dc m c ’ I i u n ot c _ o ust but-n ’ c - humr ;igc’

The nuet welh ur - golun , 0cc -sunn ing pr-ice’s mire ’ po ’ n ’ lc ’ m’ l lv s to m i u o b m y c ’ o I , mc - f ic u

where crN , is the P re—st om bil iztmt iO )i i vmm n’n mmmccc ’  of ’ rini cc ’ s Agg n’ u ‘ c_ mit e - ic- u- h we’ ltd ct - c ’ c_ mm mmm c -
from price st mm b if iz omt iotc mire propeun’t iei nc al to thc t lat ume ’ s c - met h i m scipp ls , i t mm i (h-titdm (b (I

schedules ancd the’ degm ’ c-e of ’ pr ice vmmr im e t c c e- s t om hibi i c ’ c I
The benefit 01cc_ruing to consumicc- rs is

i2a ~ / 3? (T,

2Io { /3 12

min d the he-mcefit omccruing t uu prui of uc_ ’ -ns m c -

oc t  2/J i Cr ,,,, c1o~ ,,

20 cc

The’ gn-c.’c t tc ’n’ or n’t’ lcu fnn ’ e ’  t ou or , u, ’ , , the ’ mn uocn ’ e’ t / i e t t  u t n i c - e ’I’t u m n b t \  o ’ u o c o m o ’ ,c- f r ’ m c n n i f / i c ’

sttpp /V c - ic /c ’ n’e’ / e t l i l ’ c ’ fcc t ine ’ ( !e ’ nt tmtn bo! c - t c / c _ d  f/ m e’ lan-g u n’ f / me ’ t’me ’,no’ / ’it go o Iccg t o o  lcn ’cocfl m e m ! c -  ( i t ici

th e’ snmo I/u n’ tine lm e ’ni e ’fi I c _ o em nug l ou m ’ i c , n c - u c  cc l c ’c’c- , a rim ! m ui - c ’ u n s e t ,  ‘ ‘I’ m o ’  \~
‘ ouu ig hi muno l ( )e

- ‘ n’e’sul ls (‘ mmli he- c- c o mb h oc hc euld hum ’ t ine ’  c _ m i ’ - ’ ’  ni c-s Ic - ic _ Ic o o t b I ~ ’ h in t ’  c - u i m i mlc _ —~o ’ h c c ’ oltmbo ’ our otuil ~’

lice- demcc ,m rb d c-c ’I i o ’ c i imlc ’  ti c - me-I n m m i l c ’ c -  ‘l’Fc -n couc s cm n u nc ’ n ’ s mom ’ l mm ’ o c e lc - i c _’en ’ — , n’ u ’ c - l m o - d ’l c - u ’ I~ ’ , misc ’

I’me c ncn price- stm u hc i l i ’ i,mmt iej mc , ,‘ \ l s o m , t he gn’ o - m e i e ’ n ’ en u’ e ’ l : o l u c - ’ o’ t o m  /1’ t h e ’  I m c n ’ c o ’ m ’  h bc u -  b u e ’ u ic ’ Iil ge umn cg
t o o  m ’oon l c - cl n nc ’7 ”-’ t’u i ~mti c - ’ u’ t o m  I } imi t  going to pn’ c u dc R’ e ’ t ’s , m m m c cl Vice ’ c - e t c - c  i / b e l t  I’m , hc ’ nnc ’ t i t ,-m Ie ’~ ml

too ge l t o o  n n m m tn ’/ , - e ’ t  c ’ I o ’ r o u m ’ t ~t ’ , ic - i  f / c  ol d i e ’ J o t l e e ’ c’ c ’s/u mo r m c - u n ’ o ’ ‘ f lu i tt c’r ’’ e /, ’ co e e i cuo ! c m l, ! t - mnt j ujm/~
,‘mc ’ /m e ’ o / l t / c ’ c - , 1m b m i m ic -  c _ b c - e l i  — c t u m m t i e c n u  tl i o’’ —o’ i c - c - m o  i ’ t b i ’ m ’ lc -  tilItsI be ’ m ’ outcsn do ’ t ’ e ’ c l m tm c lu ’ t c ’ m n i n m mc m nc g
lice ’ o lu—I n ’ i hu l i oo t n  oml ’ he- m u e -I ib s l3ut l I n e ’  a o l  h io ’ m u etit  mmm h mcc u c g c_’cmm in ’ m u u mne ’ t ’ —’ m mmno l icn ’ m c m i c m c _ ’c ’m ’ s is

m u Ims m O V s  p0cc - it I c - c -  0 I c _ no on um ig c- b or i c _ c ’  c oo — h ” , c - ce m ’ m m n l , ’ c’ l e l umi l lv t t o , ’  c _ mi m i c -n ’ s c ’ , i t o  c c m n , ~ ‘ c u — e l

t ine- loo s e n’ s m u mu ci  l e ’ occ - ’ o ’ c~v c ’ n ’ c -  o n c e ’  iuc ’ l 1, - n ’ em I l ’  mu t lo ’ n ’  c- I d c l ii I/mit m c m i
LI ’ ~u m ’cut i l - u cm cc l  ivo i teo l c - h m c t ’mi ~0 o’ c - S e n t ’  i mc t m - ecelc uc ’o ’ul 0 1 c c  th is  h o c , 1 , ’1, It c - s e c u l e i  i c c ’ r l o ’ o ’l be

— I m o l t -  l u / u ’  p r i c e ’ s , 501cc _ c -  — l m I m i c _ u ’  e e o c - i c -  mire- 1c r’ , , inuc ’ bu im li l ic _ d  t ine ’  cc u b l tc  rI m m t m m I ~ m” ts i  ‘‘ I — l o o n  c ” t

g reimu , ‘Flit’ eli sc _ oomo n nt rmm l e ’  is t i c - m o ~c ’ r c  c ‘ l ’ i n e c -  re-st i ll r’ c ’ o ~ un c_ c - — I b u d  -l ‘re-c - ~
, I “ dc - c -  I I c e ’ bc t t cg

n u b  e ’ n ’ ~ ct ’ c ’ l c - o l  J l r mm ’ t ’  ‘l’in o i — ’ t i ne- m u l e e o c - c ’  m i t m m ulc -— m s c c l  c - c - u ’ l l , o c e ’  l oc - n u c - bu l s nc-I t’ ’ h o c  i ue ’ co t ’ l n is

I ’ ’  c h , - ’ - c n i ’ m , n  t ? d , i ’ t-~~ 0 , c c -’ - n ’,’’o,,’- -’- cc- c _ c - ~ e el  ‘ ‘ , c — c o m n e ’ ’, c m , , ?  ‘ c ’ ‘ i c c _ - n d e l u d e , , , c i m ,

— n _ c i e i l o , . m b o , c n ,  t , e - m m , ’ l , o —  \ i  - —m nm , ’t ’ l u , ’,’ I tc i, ’I u m _ c l , ’ , c , —  mci - ‘ , o , ’  u , , , ,  c - n  ‘‘ , tno t n , c c — -  co , ’ ce n , , ’ i _ ’li, ’ , ie l ,  c t , - , ,  —

‘ e l i , , ’  . c c m o i  ‘ l , ’u ,, _ ocool u r n ‘ ‘ n i c e - c ’ c n e _ c n ’ k , ’ t ’ — 0 e e l t t . m , , i , n e m n ’ , _  , , Ii,, I c e — n  c c c ,, ’ ~- ‘ ‘ v c e o ’ ’ ’  ne ’’ dc , ’i, ? I , ’ - ’c ’ JO

i , o , c I c - — ’ u —  m u t i c ,  I c e — I  e u , . o , ) e e ’ O  ‘,lce ’’ ilci i i ” ~ ’ ‘‘ ‘ c c ’ ’ ’ , I c c l i , , - ,  o l e _ i ce  ;c , , ’  ‘ o _ u I , - , 0 c , , I , i - ’  d , , c e  c e ’ ’ ’ ’ , -  e c , J c .  ‘i’,_ c b , ’ c t
— , i c c - I ’ m

— — ‘ t - ’ -  c-1 - o ~— e ’ I I

___ —‘ - --~ --— -~~- ---- ------ -—— -— , - _ _ _ _
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omc hie ’vu- ml by in t m- uu dcic ’ung L)nmu li t — mcmomt is ’m uhed s tc rm ige- , le ’ m mvimc g mu s ide- Ihe- ‘mos i oil ’ suc’h
c-I i i  mm mge ’ ,

I”on’ pe iluc_ ’,s e mi r b oodso s , we- mit - c’ umcte ’ re ’ste ’ d in t h e ’  we’ Ihmn’e’ e ’ f l e ’ c _ ls  ccl ’ m c cmc c _ c _unco i l  p r Ic e ’
stm ib il i/ mit i oo b c unit  n c  ‘° l uc _ ’c’cl Icy gmuc- ’t-r nme- nI c-c- ice- nc ste urm mg e m ’oc c - l c- mire - I c o e c -  I R e ’  m m m b d when
lut ’ iv m it o - —l o i r e - n c -  oil m’ e ’ mm dv prcc c - ’ cde ’ p reufi t -m c c - mmx umcc - izin g storage- , m l c - i l mmom t ic on s lmgh t lv difk r-
c ’ m ch l’re nic I I t o ’  ‘‘ Icc’ m ibc nvo- , The mmggn-c’goute’ nue -t be-nc u-fit tom c_ ’o utms ui n i c u ’ i - s m m t l c l Iu n ’ m mdu c _ ’ c-n - s c _ m i n i
l l oO ’ ~c- he c - boo ic - c -  0 I c ’  bc ‘ c u  /~ 

0 2j~~Cr. , , w het-c’ ~ er ,1, is the- n’u’duc_ b e c uc nrc ‘ c I c _ c ’  c -’ o mn im m n c _ e ’
, ‘ ; m l l se ’ i h  ii’, —, Ime b oo  I / m c i  icm nc poll be ’’, ‘[he- c-ve - lhmn ’e- c’ fFe—c _ ’ts oil s toen ’ m mg o ’ c _ e e c - h —  mmmccl g c iv o ’ n tc rcce - mi t
s l our m u g o’ -~i ibm c-ombi 0- c- mci -” c-I ill mumu l taken im itc i om ce ’o n um ct by t lcis hm ruc i utou , mumud unush ht-
e’ecmc s m d e- n ’u-oI c-c ’ po mn’ o i t c - l v .  PrIce ’ s hm ibi lu, mut io n c_ ’n ’ c ’ m i te ’ c -  the- b m u r c_ o ’ sb  t ic ’ l  I n d 0 ’ r m ’ dc c - e ’  in c_ ’o um cs umcc-
c ’t’ m m mci l)m ’Oud cic_ ’e’t’ c-c-c’lfim m ’o’ , pc-m ’ un it uol ’ pr ice— va niomn c’e- e - Im mi n unmm l e- e l , inc mcmm m rk e- ts  w hce—ne—
sc - m pp lv maid de ’ni c mm mcd mint ’  ne- I mul o c - o ’ Ic - ’  m’ u ’ spmonnsmc - ’ e ’  hu n pr Ice ’  c_ ’ho m mn ge- s J u t l i ce -  ( ‘misc - m o l ’  hout h
liceed gn’ m c o n n s  i c - c - - b ce - m i t  m m mc d m’ ic’ e- o mmm cd Ic-ed c_ nouns c ’ mO m c l ’c - o-  g r mi i bn ~~, ‘-mbc c o r l .n’c - inu  sc_ ’hc-dules mer e—
iuue - I m is t i c _ ’~ t hese ’ m m m ’ c- m’ e’ Iu- v mm nt c - l t l m ’c ’  c-’ m i n ’ u m m i  i munc in shmin’t- run Lur lce ’s is l Ic e ’ c _ omnim ’c ’ r nc , long-
rc mnc supp ly bc- inc g bm c liu c ’ mcc ’e - d by bu mcg - m ’ c - mnc c c - pu -c _ l cd  pr ice- , w hic h o b o o c ’ c -  mc ccl s-ar~- rnuuc ic
Uut the — den ioum c-d lo in’ b ’e- c- d grmm m ncs is pm’ohmublv ncu ucm ’ e- e ’ l mms l bc t hm iti I limit her f ’o io ud gromins
he-e ’mmus e- grm u ,c mug c’muu su bstitute ’ fkcr k- -d grm ui nc-s . mi c e- m i t pn- ucd c - i c_ Ic - c ’munc lie- re’plmic_e’d ii~
mci ic-e- r Ibods , min d nc-c-out hocs ml rc ’bmct c-’ e- lv high m m ccc cmcce - c- b ust i c _ ’ c ty  - c-c- he- no- mms hscd grmu mi s
have- no gmeomo b s ubstitute- mmmc d nhc im’ de’nc - mmmcd is iucc ’ c c m cne - — iu ce ’ Im ms l  ic,

us omssu me- d ombov c ’ I c r  11cc ’ U S~ w he omt nccmurkc -t , price ’ li uc_ ’t clout ucomis mint ’ c_’ mmus cc -l
pnm nccmmrm Iv h~’ lluc’t ummt o mnu s in the- e-xp o urt de’nc-co mnd sc’hc’d u Ic’ m mmmccl tom mm lc-s se ’n t -x le-n ct be
pneiducticin finch c - m o i h io) ius I, but mc ot by fIuc’tu~mtions m u  the- domuie’st ic elc -m i imuncd sc’Ice—dule ’,
t he-mu price- stombil izat iomc- c - c - i l l  hw nuc-fit f ’um re- ign c’eonusunuc t ’ns u c c o osh , hc’ncef it hoc mm Iesse’ r
ipossibly mc e-g mut is- c- ? e ’xt e- nh donue-sI mc producers , huh le-o mv - duime-s I ic c’ecmcsuniu ers worse
0) 11. Tb IS conic panoit ive-ly b inge gmm i nu mmcc ’nun rug to t iure’ign c’om c-sumicc ’ rs mmc _ ’c’ords with thc
e-oc rl icr sinc -ulm mt ion results. Rut tho mt wu ’ Ihm ne- mutc o e l y s i c -  is mint ide-mc I ic - oi l  to the- t heone-ti-
c_ oil aru oml vs i s he-nc- becmuusc’ the su mu b i t  io mcs ncl ’ uur t iu e romt e ef f~-c’ts eouusc d by the - in it itml
buiJd-up of’ s tou t - ks mind the- comcsc-que ’nt inc_ne-misc ’ inc av(-nmmgc ’ price- , mu c-ubje-c’t te i whic’h
we turn ne’xt

A Shift in the Mean Price Level

Stom hu I izoit mo mu ee l grom i n L)n~c’cc -  rucomv he’ oms seuc _ m o mle- d wi th mu c ’ icm u t i c _c ’ in the ’ 0 cc - c-roug e ’ I t - c - u -b
oc t  price-s tei l ice ’ hue-nit-lit or de- hnuniu —n’c t out  c_ ’ l um cs mj me ’t ’s , Inc the- Ie unn g u ’ c mn ,  this c’eu uid he-
e’ xpc’e’ t e’d to milii’c ’t l ice - o huoun it Iv um l ’ n’ e ’ c - cmm urc _ u ’ s  e le ’ c - ’ o i e ’ c l t I c  gm’ m u mmc F un ’ cee l c ic - l uo onu , wh nc ’ h weco i l d
inc t b l rnc lu-m id Ia mm lull umn po m i’ tua b uitls e -tt imc g ch o m mcg - inc t l c u- n u t  imm l  I mc o ’ l e ’ d u s e ’  out - eb- ene-oms e-
inc ave-rouge ’ gromi mc pnu ce - s

‘[he- mm m ummic - ’ se ’ — ~ in’ , ( nomv c 0 mmm cd I l u l l n c m mn c , ,Jcu l cncc - c o u u m mmccl ( 
~~~ i mm s - mu b v u - ,u dc- c_ re-m isc- inc

l ice- mu c - ’ o ’ r ’ mug c ’ l ov e - I  mob g t m m i m l  J un mce c - c-c-’ hiic’h le oids hum l ice ’  c ’ ouncc - lus uem u c t limit c’cencs u mt u c ’ n ’ s
bcc nue f it mmmc cl  ic n ’ oc u luc ’e ’t ’s Icus e - f ’rucuc m inc c ’ n c ’ o uc - e- d s lm m ioubu , m ml  bo o n e oi l gt ’ ; mm m c pI l o t ’ — , Re’c ’ e mmi .se ’
ti me’ ’ , ~ms ,’ on , nmne ’ (h u t  f / i t ’  (/t ’ r niul n lu! co’/l c ’oIule’ I’m rnicure ’ i n m e ’ / u i c - t i c ’  i t  Iu u i / I t -n f o c i ’ I t O  e’I I / mum in
cml /cuii ’ c ’n ju r n e ’ e ’  le ’n ’m ’ Is , (II’ t ’ P’ oi gc ’ / i rnu -e ’ f un/ Is mi / c e rn  J o c _ 0 m ’ t ’~ mire’ c - tom / cl / n m-eu ’ ,\ t e ’co ig e’ f o c i, e’ .c- fu ll

‘ ‘ c ;c _ , ,, It,’’,,’ ,’c - c c -
‘I’l mt ’ cr , u t , , m i c -~~, — 1 , - c ’ ? ’ ’ , n —  lilt’ m m m d c  el n e - i t , , ,  e d o ’ t i n , ’  0 , c n  d c , ~ ’ ’ li ~‘t ’ m u ’ ’ — ’ ’  c i  , , - , , — , , c t t , e ’ ,  , c n me l  ‘‘‘ I o e ’  t n

m e , - t o r e ’
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neil he-c ot use S t c )c’ kS e) t ’t ’rh (t rmg Ihe , r i ezrk em ’t . hut n’u t he-n he-o em use’ pr Ime ’ c- lu hi / u zu I mc mr u brm rm~,’s
a hucu, ( a p rice ’ dcc ‘re-usc ’ ,

- ‘ ‘[heir assumptionc that dencanud is nicore- inelastic ’ out higher than m it Iow -r pr mc ’o-s
is based on c)bservationis of ’ two arc e lasticities of’ t he- dc-n c-mm ncd scbc-edu le- for c_ uric
f’uture’s, observed four vc --oe~~ apart- in miun’ o p ur n m c e nm , f / i  is eti imc / c - c - i s  .5/ 10)11 Ic! n iout /orrrt (lie ’
bases Jar pu/oc r, (‘omucpan ircg Decencber futures price-s eumi the- ( ‘ hbc _ ’ mug o m f uture-s momrkc -h
for conic- witic c’hmmncges mc -  the’ prevailinug c- st iuuu m ~Io ’ uI t Ice- vt-men ’s c_ uric c’rop, t ine’ omutheirs

-
‘ 

found tic ,mt the- mmnc elastic _ thy of ’ t he denuancd sc’ic-t-dule c - c - - mit, .  55 in 1971) mit mmmc omve ’ rmmge
f uture-c- price’ out ’ S I 4 1) pen bushel , while- it c-c- ’ o i c ’~~~ 2:1 inn I 971 out om uc - m m ’ co m i c _c ’  future- s
price’ of ’ 53. 1) 1 1 per bushel.

In 1970 the S. 1_’,overnmemc-t ice’Id 5-13 mci i II iomc husluc-ls eel  corn umce le ’ r bom m nc to or
owne-c I by the (_‘(‘(‘ mit t he close of’ t he’ n cc oe rkct  um c -g c - c - mu  r tim Se-phe ’tni he’r :11) , mm mcc l t Ine toil oil

- ‘ 
, 1, 5. m,’arrs’o ivc- r c - tcuc ’k c-c- - mis 101)5 millieuru bushels, c-c-’ Icereoms in 197-I the ’ c _a c - c - - c _ m o me-nt he’ld

onc lv 8 ncilliomi bushels and the total carryover stat- k c- c -m is o m clv 483 m i c i l bmo en bushe-Is
‘The’ Ic cnc’e’r ste o’k It’ lu ’  / a Ic inie’ may e ’xp / u no ic - /n v / nc to ne ’s pn’n c c ’s nc ’ e’r’c ’ mu un’ e’ 50,115 b t i l e ’ tee c n ’ o e,)

/ore’o’usts n ni 197-1 f / i o ta th e-v ntc ’n ’ c ’ itt 1970 , u’ T ic-c’ use- o c t  crop li)u’ec ’mis)s mis mi preuxy fo ur
t he’ supp ly eul ’ gna imu in m , i f uture ’ penicud mmm y mm l s o u be- ope-mi t e c quc-st icinc , W o ’ bvl cc ’v e’ that
the c’vidence’ is imcsuflic ient to dencorustnatc’ t huo ut the ’ de’nnmmnd sc ’hc’duie hcr oi Il gr o mm mi s
is numu rc’ inc- c-foist ic mit bight-n than at lower prices , m mmc d t hcm m t mis mu co u ncs c quc ’ mcc ’e inccreased

- grainu storage arud price stmmbi l iza tiotc - would Iowc-r mmv e nomg e price’ fc ’ve ls 1 cm the bence’fit
of ’ consumers mind detrinc c- nct 0)1’ producers. 4 ’

The’ Shmmrples-Wa lker s inccu lmmt io mcs omlso exp lore- t hit- c_otcse-quemcc’o’s ol ’ mi gr o m m mu Price’
stabil i/oc t ion policy that is ncc’c lcmm r uic _ m ul lv coupled c-ruth mm c’hamnge’ in t Ice- mmc--c- rm eg e- level
of’ gra im’i price-s . lic contrast to the ( rmm v mimc -a l~- c- is mm cd t ium mt oil I Inllmun o mu c , ~Johiusonc . mmm c c l
(;rou~- , Shanples mend Walker assoc immt - pnic ’c’ st om bilizoitiein w i t h  an t ru m i’u’as t ’ inc t he
mmvenage Ieve I of’ gra imc price-s. They ex mm nccine ’ the’ price stouhul izomt iecnc e’li’e c ’ls (if ’ nou isurug

the’ price bmmnd govern ing stoc k om cc _ um c u lo mt io mc ouicd re-be-misc ’ m mm cd tiius nomisinug the-
mevc- rmmge’ grominc price- to cminsurucc-ns ’ dct ri nce’nh maid pm’ u duc_ ’em’s ’ hen ce-bit - I lcuwt-vc ’n , t he-
inc_ re- m mse -d productionc that would hue ’ coi l  Iu’d lkc rt Ic- by t hm s luruc ’e u m cc ’ ne ’ mmse ’ wou ld u-xe-rI

lure-c - sure ’ hun u r ic - c—s to foil I

~
‘ I c - mi the bommn c route- is in cc -ne-oise’d trb ciuc 51 37 lou Sb 75 j uc - m ’ bc- ic - Ic c -i inc 11 c c-  S icom t ’l u Ie-s -

\~
‘mulke’ m ’ nuc e ude -I , t i-cc - nco - t inc ’n’ c-oms c ’ Inc om g gne ’ c_m o l u ’ Ii S plc- is tco t ’ o ’ l c _mi c_ ’ cmmsnm mc ’ r  mu n ch imn’ uue luc’-

c-n c - c - c— lOi re- mm! ’ Is i nig m in i m pn ic_ e ’ s tomi u u l uz mmt icu n u t s ,‘S-’1 ,
~ 5 nu i c l b i cemu  u me ’ r s o on , c - o h m I c ’  t he ’  ire

c ’ n ’e’ mmc - e - irc ,c c - e’n’ dm c _ o ’ Iim ’bc _ ’u ’ ne-dist n’ub utc-s 53,’u , 3 m m c i ll ieiu i b ’n’ cmuu i 1 ,S  c’ cmn isumu cc ’ n ’ s I cc t i ~

t un ’ ec dc m c _ ’ens mmmc d S1~-~ 1 t cc ib l i c u n I’m ’ ou m c m b’(unu - igml c_ c - itnscm ncu c ’ I’c- Ic c I,,’ ~ Itn’ cuc ~l omc _ ’c ’ r — ~V ic c-nc t ic - c ’
Iouutc n- mi le-  is urmc m ’ e ’ o mse-c b tm - mimic 52 , 25 mc 52. 511 ; ue - t ’  hc e m s h io - i , t h e ’  muc h mug gm ’ t ’ g ou bu ’  c - c - c - l Oin- u’
lu e-nue-ti l s lm ’ ocicu price’ sbo m i) i l izm iti ouu c u-q um m l S2:t h u c mtll umu nc I ce-n c - e ’m c r , c-c- t i t le ’  t I l e ’  unmc ’ ne ’ mms u ’  u rn
m cs ’ O ’ c ’ ;Igc m m c c ’  n c _ m u st n’uh ulc ’ c - 500 8 n c c i l l i cc m c I t’ , c t c c 1’ S c _ ocmc c - c unoc ’ n ’c- too U S t un ’ m c dc - n c_’ c - m ’ c- m m c l

( ‘ c ’ e e i c , , , e , ? u t m  ~ e ’ i m n l  i c - c l , ’ I C , , ’,

\ n’ e-g r’ e ’ c- ,’—o ~~t u , e o o , c i m c - i ’, ti c -  c ; ; c n ’ ilnc e ’ r , l’ n , , , -  h i i - ~~1 e i , , , c - e ’  ii c r _ o u c c  , e , u , t  I c c - c - — n ’ ’ , ), 1 — n i l , , , , ’ — ‘ i  0 n ’ ’ ~c I’n c ’ e i , m c
— l c ; c l e i e r t c -  this o ’ c - I i i , u r c m c t m , c c o  l i e ’  , ‘ c - , c n c u o t u e ’ —  n i c e -  l n , l c ’ v ’ , i ’  c d c ’ t l  I ’ e ’ m m e c — t — n c  — I c ’ , ’ )~ l.-c - , - I~ ,t,,,1 i t  cl ’ ,

e ’ i ,u ’ .c c , ’ ib c e ’ , ‘ ‘ cc  II,,’ c l t ’ m n m , c t c o l  “c ic t ’ileml t ’ ii,, i’c , e ’nm I c c t c m r t — ’ — ‘ ‘V t ’ ,  I i , , -  ~c - ’ e  ‘ cc l I’et , O d i ’ e : m ~, c -c n nc c l,t, l eo l i e , ’  t v ,

c - i c c - t u e  1 0 c c- c c i ,  l c i , o l i ’ e ? t i c -  O ,,, oc - m cci I t e llnmo c ce , - lii i iii,— i enc , ole ,) 0 ,,,u ~ ‘ ,cn oi l  , ‘ — o , , u , , e n c - s  O I u , c l  e e c ,  l I ce ’  , c c c ’ n , c , ~,’ n i ,~
o t ’ ,  c-c t— ic- ol c-d it to c -n ,,, ’), lt ’c ’ . ’ ? — c - e r ’  c t d c c c i i  I l c e l i u e e nn c c u ’ - ? e t ’ I —  c ru d  II0 ,e i u e - ni ‘— I ,,,  I, i t - c - c - I —,

c ’ , , - , ’ c i  , o t c ’ m mcl - I ’M , ll l m l b e c e n ,  I , , e — , ? , , ’ i ~ ‘I’tc t - o l i,iit~it ’ ni “ net , ’), I c -m t - Ic ,  ie . ’ h me , ’ t -o ,  I ’’ , ’’ , c c um l ‘ O F  I e, ee i cm l,f , i ? n c i e e ’ — t

i c ’ , m m c c  i e e e ’ t hu ’- i , , c m o , _’ ’ -  e,i , t , ’ mmc , cn ce l ‘ I _ c—c , , , I , c ’ ~ c c i e — e - i ’ c- ’ e t  icc - c o m ic , o o c , i  Icc - l i c l I c c o _ u n o

C, , ,, ’ ,

0 ; , . ’ ,  , o , , e t  i t c l t n n u _ o m , , , l , c I c t , , c t ,  m c c i c c _ e m  ic c’,’, t ic ,- ! , oc t li , ’ , , ‘cmi tee — ‘‘~c ’’ ,, n O , ,  I, , ,~ ,— ‘ t O , ,  , c n i , , I ’ , c - , — t ic ,,’,,
c i , , c l  cn ’ _ t c n i  c n e c l e c , t  t e c m e e i o c n i l n ’ c ’ ’ — — i , ’ o c m lel m c -  Ito , ’ b i n  t — I -‘I i i , , -  — c l _ i ‘ c - , ,  — n — I c e ,  , , - , c ’ — , ’ , t  c - c _ c u t e

— c e, k~c, Imnm e , i

~~~~~~~~~~ -— -, ~~~~~~~~—‘ - ‘— -- ~~- —‘~~—— ‘— - - - — ‘  -- ‘- --~~~~~-- 
-
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58:~.h mm liie inc b ’nci mcc hone- ic_nc c-- oum usunuc e- rs to US producers. T/t lc,c- , /‘ccr ( l i e ’ ; ,eilmm ’ie ’s s i n m u
/a ted hr S/nec ,‘p/c’s cz r mm l Wet Ike ’, ’ , t ine ’ inu re-usc’ in cc i ‘c’r’em~,’c’ price ’s leads fec ~ n e c ,  Icr  ic ’c’!/~c re’
e’fl’e’u ’ts f /te nt ml ,  ‘c ’s tir e’ stec hulm zu ttmnc ee l ’ pr ice’s. The’ cost of govt’nuiu uc e- mct prognomnic-s to
t m mxpoi ve’n’s is nuect inc’ec m’pein - out c- d ine- m’e - ( c - c e ’  ‘Foible’ 10) ,

e’ u ‘coil s ii nit en ~s cc tic! ~)n ’oe! icc ‘en’ ~s he’ru e-fl Is front c - / ic c rcge’ ,s tin f /ic ’ ri te ‘ci ii Ic’ i t ’  / o e/ ’ g na t ie
‘C ’s d c c  ‘c oOt pa nc- i  ruc_ pm c- c ’ c-ta hi/i m-u ( noun 10 ,1 Il de’pe’ mud m t  ( lie’ c - /m m c i t  n’ nc ni mon o the’ type’ e u/ ’

,iri u ‘e’ ,c- lot hi /t zem ( mo on poui icc - u-hous e-ri - 1 / i  e ’,Sc’ ic e’ !/ ‘ec re’ e ’fl~ ‘i- Is ic ‘ m i i he ’ c-e’j ccc n- em Ic ’ ciii c lot  d e l  u f t  euti oi l
l e o , cm mid nit uc- he’ ~ re- mn be’ n I ic - cmui . t /m e ’ im’ c’I j et me’ e’ff’e’o - is n’e’slc it n no,’ /‘ro lam n’e ’O 1 tc u t  Ii ‘10 uof pri (‘0’
m’dIl’i (c ito - u ’ ,

Summary of Welfare Effects

The- se-vt- toil wc’lhine- effects of’ mrce ’ reo ise- d grm iunc stock pu liucg be-veinid t Ice- pn ivm mte ’-
nc mur ke-t -dc’te ’ rnccimue d he-vt- I nuust be- c_ccnc -sid e- i-ed sinc-u(tan’meous t\ - , I”im’st , tic-c’ slciragc- co usts
of ’ muucreomse d gm-am stock pil imcg mm cd price- stombi lizat ion c’omtu I)e’ expe’c ’tc ’d to ) c-xe ’e-c- d lice’
t ct toi l consume-n- and producc’r hc-nc-f ils f ’ronci price- stmm bilizoil noun , e-xc fudim ig m ’ x t c - rm c m ml i tv
bc ’ mme ’ f its , Se-c ’eu nce l . m eglect i rig sto m’mmg e- co sts , t i- ce- mit — h mmggrc-gmul c- bc_ t ic-f i ts out ’ i mcc ’ m ’e ’o isc- o l
pr ice- stmmb il n/ mit uomc c - c - i l l  be’ preipeirt ie unc o m l lou lice- de’c ’m ’ u ’ m m s u ’ inc pn ic’ c vmc nio mnc c ’e- amcd to tht
c-urn oil ’ t he’ t unic_ c’ nt-sponsive-ne-ss ed tb - cc- gc ’ne- rmub c’c iuulibniuncc de’ncancd m mmcd supply
sc_ hc-clu lc-s , Tic- ird, those’ bemiefits c-c-’ ill m m e ’c’rue’ re lm mt ivc- ly ncone’ inc supp ly on de-n iommid
sc’c ’ tcu n ’ s sv iic’m’e’ the’ price unu c_ e- ntaim ct y muri g nucoute ’ s mind whe-n -e- supply ic r c-Ic-nc-mend is
re- lout ivc-I y pr ic-e’-i-e’sponcsuve , Tic Us , mucost be-nc -c-fits mm c Ii kelv ton mmc ’c’u’ue’ lu hore- i gmc c o mc -
scmncic’ n ’s , Ic-~5c- to) t ’  5, product-rs , mom - c d bc-mesh t o o  U S c’c mmcsu m’u ce ns , This re-stilt mmssu rcce -s t icoit
mmisl ccl t he- nccm irke- t umcc ’ en lo m mn ctv mmrise s inn the- I S. e’xport c lc- tccm m nd sc hedule- , wit hi
sc o t - c - c e- ocnus imhm It ) ml t ’ .S supply schedule- thmut is ncout p(’nlec ’hl y irc e ’ b o m st it ’ The he ’ ice-b its
mire ’ Ii ke-Iv to be’ gm’c-m m ter . pe-r unit cml pr ice- vomrmom mcc ’e ’ re-duc’c- d, lir h’e-d grm i m is  t I c oun c Ocr
b iucid c _ c _ mu inc -s . because’ t ’eed grou inc dc-n ucmuncd munud supp ly m m m c ’  re - fat ic - - e ly pnic’ e- - re-s pecncs ic --e-
l”ucc - m r ’ t h, s tm um ’o m gc ’ mind pr ice’ s lom bih i ’i ,mmt ior u inc_ re—mist—cl be ’v c uncd the ’ Ic-c - - c- bc- I)r ’duV ide-d by t he’
Icr vo ile ’ r ucm m r ke’ t nm i m iv be- asse ic_ iout e’d with an inicre-omse ’ I m)n de - c ’ re - omsc - 0 inc h ice mcvc - rmm g c ’ I c - c - , ’ )
cut gm’ m mi n c I c _ R u ’ S , mm cd t hus c - bio n ic_c ’ would imcv olve mm t t ’:mmcs l ’e’r cml ’ m’ c’c-o c - mm’ c ’u’s t ’rou nuc c ’omm oscm m i i
‘rs I prmiduce- rs I ten pro)duc’ens I ccinsunc-e’rs I c- c -- it Ic c -c - c -I hire - c- l ie -c - Is sc-pa roil e’ l’r’ umn cm, oumu d
~ue sc- i hb y mc icun ’ c’ unc iport ouct t i co m mu , lhost’ dc - me- to h h c - e - n’ c—duciiennc in pn’ ic- ’o’ c - m u t ’ im umi c ’e ’
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V. U.S. INTERNATIONAL AND DOMESTIC
POLITICAL POSITIONS

Ec ’o u mc utucic ’ m m n u m i b v — i s  m m o , c ~ be- m ihbe - to c-st incuate the pr ice at whc - ic’h gmivernnce -nt nuuay
purc’ homse- s tm cbu l bit ~ of’ ~ r muImn b or ic ’ u’s 0 mil u euv e ’  the Ievc- l provide-d b’,’ t ice pnivmmte- market I,
but policynuco ikc- rs c - c - i l l  ‘-i oi l iumm ve- h um dc-c -i de hoo to ’ nttco ’h price sto ibililv to buy, The—
desur ’abbo- muncie )u rct cot gec vc -n ’ nc mcc c- n I- inc du c e-d omdditio na l stoc_ k pib i mci,’ m m mcd price’ stmmbi lit
c-c- ill dc’pe nnd t ,oo i conc h’ cmi  w Ic-uc’h gmuc - ’c- rmume - nt mcb j t c ’I ic -es stockp ilinug mm cd price stability
pronieitc- but mi ls oc  cumc how c’fJ~’e’ (i  m e ’ I  v the-v promicote ’ the m ‘Flue’ o’xpe ctc-d reactions of’
vmur ious p u i l i t icm ml t ic t ’ c’c’s tei gove - rncn nue nct- mn duce-d inc reases in- c gromin storage and the
stoihi I it~ of ’ c_ no u n prices nc-ar mmffect the’ usefulness of ’ gro limu c- I c ormigu’ for achievin g
diplonu mit mc c bje’c’t ive’s— - -- hor exmumple . Ku rope’min concessiomc-s mi t the- Ge-ne-va multilater-
al trade mc c ’go ot i m m t mcumc c - , He-c’omusc’ we’ lack any spec_ iod ized t rominc m u g  or knowledge in
noneconmc-onc - ic ncc - mctte ’ ns , t his sectuoru nc-erelv offers our obsc-rvo mtions , based on what we’
have’ re-mid m m m c d hc-mun’d , om bout mu number of ’ muomceco xconc ic fim c ’ lou rs t hat mica ’,’ influence- the-
c’ti’ect ivc’ rcc ’ss of ’ grain stock poulicies mc -  mmchieving diplonc-mitic obje’c’ t ive’s.

The re le-vm umce ’ e of ’ on rgunucc -mcts w hich justif y intervention b~’ t he- U.S Governnuenl
in privmite sec ’ leor storage- onc the grounds ol’antici pated ac_hit- ye-nc-c-n t m e t ’ internationual
diplomatic objectivo’s depends on the importance of ’ sta bil izomtiei nc to grmmimc importinc-g
courutr ies. If’ a (‘one- ic_ n coumc -try is indifferent to t~ S . stoc k peulii’ ies or opposes tJ S.
objectives, that country mmlv not cooperate in achic-ving the’ objectives. To the extent
t hat nomucoope-rationu c - mimi be expected, t he international diplomatic mmnguncents fbr
increased US , grainc- stocks become less persuasive,

Donce’st icoi lI~ , to the e’xt emct that government im t e rvemcti ein u inc grmuinc stoc k policies
is designed to ameliorate- dissatisfiiction among fàrnuers , comusun uiers . and othe- r
donc-est ic groups ath-cted hy price- fluctuations, it is relevmmnt to consider the posit ions
of’ these- groups.

INTERNATIONA L CONSIDERATIONS

We- he-c_inc by revie-w m mug briefly the- relationships betwe-e-mc out he-n c’m cum m t nit’s ’ duinices-
t ic’ mun c - d f’eurc-ignc mugr tc u It u roil pem l nc - ic- c - mind exp lorinig how t bo e ’ so ’  ne-lout neunis icips hmmve-
c ’ mi u cf ’oc umc de’d l o mm sl rouuncds uul’ ( ;e- nce-rmm l Ac_ n-c-c-me - nt on Tmu rift~’o mi n d ‘l’rmu dc’ ( ,-\1i’ 0 nce -geu l ml

me nus tour Ire-c-n ag ruc--o ilt unoub I rade- .
‘l’ice ’ hit-tic I ) ou ltcu es 1)1 t Ic-c’ 1’( ‘

, Noo n ’ I ii A nce - rn c mu . ounu d ~J m m pm mmc m u p ~~-o mm’ m’ e-m c im m rk muhl v alike-
in lice-mr oc b c l c ’ c ’ l o c - u ’  to ) suppmirl hun -mc i e n o c - o o t c n c ’ , oun d mu l ice-in use- c o t  m u wid e’ n’ o m mc g c - ol’dire -ct
subsid ic-s mm cd price- suppoirts to ouc - iu ne-c - - c- t ho mt onbje ’e’t i c - c -  Kx ist i rug t nmmde ’ mmc l  e-r le renc --c””
c-se-nc - m ip~uoun e ’n i tl v ouduuj it e- d , mcccl t o o t ’  l ice- in d ire-ct hc - nc e- fi t , 1)111 n u t  bie r t e m  e ’ t n ,mbi l e ’  dcm uio e-st  it ’
f ,innuc policy l eo f ’c - r m c c’t mc ) nu , , \ m o i mut m- rn mi t n cut c m u l gr mumn nc-s c’nvc-s o mgr ’ c - e- mii e ’ m i m c ’nuuld iu e ’ l t m

h e l t e r iii’,, t m — c - u ’ ’ , ,  c c i  t i,’ c i l e i e ’ i t , c -  , c , mo l c - — u , , — . cmi m o , c r ’ I c I  m g , , ,  c o i n  m c c c i  t r o t , -  one I’,- l , c m m n c c t  mc - l ’ ’ Icn m ,o,e nc , R’e , ~ Ic i  
‘o i l , , ’ , ’ ccc  l ic  m ’ ~~c , , , , I c c I  “cc , ,  - c \ g r c e  c e i t e m n ’ - m u r m ml  \‘c o c c ’ l o t  I t . , c t ,  ,u,  F un’ ,,, )‘ n c ’ c t c u ,  ‘— F’ n’ o , ’ c I ‘ - 0  cc l  1’~e,, i ’ d

It, ’ ! e e t e ’ o : e c u t  c c _ c u , , ,  c-t e l /  \ m ’ r c c  o m i t  c o ’, t o- \‘rI ,-’, ct ,, l Rco ’t mte - r  ,“ t l ls e ’ t u , o t l c ’ n . H , , c i , /  I’ c / C ’ , ,- ,, e u c e , t  Ii:’, ’
c l  I ‘ c u ’ 1 ,  !‘‘ ‘ ‘ l e l e ’ ’ ’ u ”  , o , , c I  “— 0 , , , , , , , , ,s , ’  t t t o e ’  “k c c -  e n  I’’c - c ’ o l l , o c - c ’ ~ i e t  Ic- l’, c ’ t i c o  ,,,o --

~c I
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muchic ’ve’ trade libermml izat iomc - mum agrm c_ult uno ml gocuds on lv it ’ t he’ m eg ro - e ’ nmce - m i t lcd to ) mm li
ou bandoncnccent of’ some domestic fhrnc inccontu c- anud price- suppeunt puuluc ’ ue ’s

Eunopt’anc- hmrmiue’ns mire - particularly eippeuse-d to l’m’e-c-n ’ t rmm cl c ’ , } oo ’ c ’ mi t ic - u’  it w uuu ld
dc-st noo ~ t he c’ce inco mucic re’nts generated by their c’ounil n e-c- ’ dco ii cu’ st it ’ ougn ic ’ im lt uro ml pod i-
t ie-s ,\ncm ml v so ’ s it o t he’ bout e 196()s i mcd icmmt e- d ti coul thc ’ ( ‘ .\ I’ c-c- ,m ~— c - ee c - I i nig I’ un cip e -m m n i 1mm
po m vo ’ t ’s mmm c d c ’m m n ls uummc - rs nuear ly ~ 15 h il l ico mi a mum c u omII ~ - uccc - i c ’ bc cut ’ c-v t cic ’ h c - c - m is t m ’ m im ms h’rre-d
dire-c -t I’ ,’ tei Eun- o u pe ’ m mn c hmm’nc ie-ns.~ 

[‘ t o ited S t m c t c ’ s agm’ir ’u bt um ’m ib I oc ’ om c _ r , c us c- ’ uos t t , u x t o m c c - e ’ t ’ s~
$6.2 bullion m c -  1968, and ~Japanese omgru c_ u ltum ’om l b it’ i~i n’mc t c,. c-mi st t o t x I umi ~ en

’s S2. I bill iom u
inc 1968—niiuch of ’ c-c- hic_h went tc - m support the- pu - icc ’ mel i mt ’ e ’  ‘ ° ‘l’ho’ h c_ bcu ’ n ’  l i e m oo l c’ocs t to

comcsunc e-rs should be’ mmdded to the se- totals he) d e n - c c - c ’  lice ’ l ut oml cc - emi l  r u lc u t m m mc at omg ric -u l-
tura l programs to l’orm unc-conc -e, Go v c -rmcm mo c - ncts mippe-mur c - c - i l l  t tu g to it i i poc s e - loin-ge’ ceesls
omu consumers mind tmmxpayers to provide gmmi ns tei f ’o rnce- rs . 4

The- importance of’ sovereignty ove- r agricultunomb tnmmde ’ polic c-c- es mll ustra te -d
during the Kc-mune’dv Round of’ GAll’ icc’gotimutioncs m c - 11Hi 1-67 Inc i o ’ sp uom i sc ’ to U S
mmgr icult ural u mute’rc sts , w hich pm’essed (‘or trade- lube-roil izmit ion tui e’x pm mnicl hurnic e-xports .
t he’ Uruited State ’ s commicitted itself’ to reducing troede ’ barriers on mtg t ’i cc - mltur al prod’
uc’ts , Flowe-vc’n , t ic-c US, initiative f’oiled because- out El.’ cipp ositiomu , c-vbuc ch  c - c - mis c - co
stron g that it wm is not dislodged by US. threats to delmm v sig nc uncg cml ’ 11cc- mmgnee’nne’nt
goverru ing the’ tr mmde- of ’ mu ll nonumm gri c_ultur al products.

I’rec p e m r n e ’n is o/ ’ ( IS  i,’ru mn sto ic-k po lio -v to ftin’ the’n’ ( inc I 1, 5, e o h j c ’c ’l m m e ’  0 0 /
’ ii lmc ’ i’ ot It~ t 11/,’

rcieic’ an tto ’ ipufe ’ I hat p i-esen I att c ’nnn pts tui e’haiti,ie’ t ile ’ u/,’ric-nI I to ra I lice ! l i m e ’ s  uu/ ’ ‘d iner
( ‘on1 ntrne ’s met! ! be ’ sm 1o -u’o ’ ,ssfm4 I c-c e-In the ugh juust (I tte ’nup!s / ‘u m Ic ’eI. ‘FIc-o- otd ncmssmo nc ccl ’ t he-
United Kunugdenic to the- E(,’. putt unug the- Imu rge Bnit isbu ncm ir ke,-t h u e- b c unc d Ihe- Icighlv
preitected (‘A P. c -s -n I l reduce the cc -cc - I of ’ the (,‘AP inc c u mnct m mc e-n tmm l c’e u u nnt rIo’s , mm md prob-

mu bly ha rde— n the (‘A P. However, Britomi ru ’s c-ru t r~’ inc h ci ti -ce ’ El.’ w ill med uce tic - c- c- x Ismm ’l
mar ket for agricultural products f’ronc Argentina . ,‘\ust rmu l i mm , (‘mm nc adoi, Ne’c-c- Zc-mm bm ii cd ,
mmmc d the United Stm et e ’c - , thereby increasing the lire-sc-c-ire- I ’rm umcc t he-c - u- c -’ e iunct nmc- s hor
libermmlization of’ agricultural trade,

Below, we con-cnn-nt on var ious political hmc -’ho er s in c Eurcipc- , 1,1)1 ’s, t Ice Scuc - ’me ’ l
Union. Jmu pmm mu , anc d the United Stmu te ’ c - ,

Europe

(‘emmc c ’ c- i v o m hlv, ( umue- c’mmu ld mirguc thmit by t hne-m mf e-nninc g tom mm ll , uw i ncs to ub iob i t v  tom d c- ve- leu i m
i mc world g rmuunc mu n mmrke-ts the- United States mu -cight he’ mchk- toi n nelo,ic ’e - 1 1cc ’ Eu m’ oc pu o m mu s t o e

incs t i tute oucneoug c ’ oil lcutnu -nts to control surplus gromiri premduc -l ucumu eo n mm c -h c o o k  r° Ic’ svs
to-n il too  o m bsecrb ml Ilow c—ve ’ r, the }‘~unopeomm c t’ c ’ s oo l v e ’  I ce  t um ’ eet o ’ -l lice ’ e ’ ,’o m m m m e m m i m c ’ n - c-n tIs
ge-mi e ’ ro utc - d bi~ lhe- (‘,-\l~ would muum m ke - it diliic’ubi tout ’ l Ice - I ‘ic u lc ’ d Sl ut c ’ s  t ue  d u o  ‘c-u . inc ceom

u,pinion. i”irc- l , lirouponue-n its cit t iuc (‘Al’ c - e i i u l ic un’l lice ’ lout - c _c ’  i nuc ’een i ce ’  I n  , o n t — ,lo ’ r— . I’’ l i c e ’
fmm rncc m nc g c - c —c - tour mc - I Ice— w- l I —just mf i e d mo I st oi l  p mc uc - - id utu g Emm n ’ o i ue -mm n i m ’oo t l— . ii t ll e ’r ’ s te it ii n u e c m m e ’
pnnce sf om h i l i t c -  thm un i o ’ x I c - l s  onc c-c-’ ocn ld nc io m r ’ ke - t sm II ’ l iic’ I mu u t c- d S t ; i t e ’ ’- c - c - i c c ’  l e e  t ’cmn ’ l Ic e -m

F’, c c, ,, - , mcd Ii , ’ ,,, — ‘ I c  c c i  c ,, — ,o m, t i c c’ c , c , , , nmceenc , ‘tg , ,, c i t  c i , , e I I i , ,  u 0, , l i ce  I_ _ c u , ,  ‘~ 
- ,, , e ‘ , ,,,,,, tm 00 0

O t to’ - e ’ oc c-t ii ‘Ii I I , clluoerc ccc ‘eec, e,~
’ m cci 0 ’ ’cr ’ , c , e c ,’ c i / c c t , , o ,  n ’ ,  I - ‘ ‘ ‘ l”’ ’ i , e ‘c, ’ , -

-e l ci c i ‘II,’ II hill c o o  c c,  i’detT e;S

t o c c - , ’ , ,  ~I’ ‘, I,! - O , c , 0 0 /to ~ , ,- mc, I c , — ’ , ’ , , 0  mc i’~o 0

.0 ”  I,u, no — , ‘ c - ‘c I , , -ce ,—ii i ’, t n , c moc c cc’ , 0 , ’ e , ,  l o coc - , - lee — i nc , ,o ~ ’ ot ,u lc ,, ’ e t ci l , c ,u , I c - _ d c , , ’ — . c ’ -
‘ m c c c  c o , , ~ ‘ 01  c - t i ’  I , ‘ c ’ ~ , ’ , c  i t  e e c - ’ ’  , n ,c -  ,:,,‘ , e t , ’ —c - I i , - , ,  ‘,,, I . cn u e l  c , c l o e , - ”  a c t  u , m e t  i c ’ ,, ‘— .- , ‘ ‘ i , t o ~ c ’ c ,  c - ,,

o ‘ c - ’ ’ ,- — I - c  I ’ . ’ ’ - ’  ;‘i’



de-stoibi I i’ze- c- son - Id uccoirkc -ts , t hus nmight hmmrderm the posit ion c c l ’ lice’ pnopone’mits of’ the
(‘,‘\ I’~ Sc’ c- ’c o mu d, t he ( ‘ ,-\ 1’ usc-s its vo mr immb le Ic-vy to insulmmte El.’ grom i n price’s from fluc_tumi-
n iouncc - in c - c - i rId m ccmm r c-..o~l ~~~~~ 

( ‘oimcc -cquent Iv, inc-stabil i t y inc c - c - ’ oc r ld ncco urkets c-c- o I l  inf lu—
c nc c ’t’ pro nc ummn ’ i  lv t ice E( ‘s ho m n ifi’ rc-ve ’nmue-s, I)ut not FX’ doncest ic gn’mu itu n ccmunke ’ tc - ‘I’hird,
I he- pri ce-s c o t  ‘ S ,‘~ piurls would ncot be’ ful ly stabilized h~’ inc-c ’ re ’otc -e- d U.S. grain-c stocks,
:~lIe’r mill, I Ice ’ ( ‘ ,\I’ wm mc - m ncst itute-d in 1962 during mu pc-n od out ’ om hunidmeuut U S grou inc
slouc ’ks ami d m’ o ’ l iombb t ’ I ‘.S~ c-Xp (urts .

Eve- n it ’ t ,t S  groo m stoic -- k policy canc-not influen ce- the CAP, it might he’ mmrgue d tlumu t
the’ E(’ c-men be’ indc- ic-’e-d to ) c - ho m e inc the cost of ’ an enlarged (1 ,5 stock pile. But such
mm mc o mrro imcge ’ nce - uct c-c - ’eu ci ld o mnuccunt to o European subsidy of’ pric - s to m bi l i t v  outside’ ti-ce El.’
mis we ll mis i icc - ide- , amid this mm nrmmnc ge’nuo’mc-t could probably be’ nc-ode- ac’ceptm u ble t o o  the
Europe-omtcs ounc l y by l incki ncg it to miongrmmin issues,

Less Developed Countries

The LIX s intent-st in US grain stock policy derives fronc their being ruet inuport-
e’rs of’ grom in mcncd reci pients of’f ’ood aid, In 1970, 197 1, and 1972, mom-c t han 30 percent
of ’ t hc-ir gro u imc - inc-cport s f’rom t he rest of’ the world were subsidize-d by the l’ood m u d
progrmmms of t he imc-dustr imilized countries , The subsidized shm mre’ md such imports
dropped to 23 m m mcd 11 percent in 1973 and 1974.”

lnc_ remcse’d U.S graunc- stoc ’ kpu linug would benefit LDCs tom the ’ e-xtc ’nt that this
would stabilize’ world gm- om it-c prices and increase f ood -aid shi prne-nc-ts. Stably priced
wor ld grmiin supp lies would be more “c- c-cure- ” to importing c’ountn i-s  in the sense t l c - mmt
pr ice stability reduces the risk of ’high prices in exporting c_ count nec -  le ’mid inc-g to export
contro ls, Sometimes it is ocrgued that stability in world comnne udi lv price-s would spur
developnn-nt -f i’orts , But mc r igorous mcnalvsis of ’ t his hvpothc-sis I)y Momc_ Bean re’je ’c_ts
it . ’° Although the-se benefits n-cay be inc-portant, gm-am stc-ick issue-c - by the-ruc se lves are
relatively minion e’Ieniemits eof ’ t he gene-roil LIX’ goal of ’ redisl ril)utircg we-om lth from the
rich tei the peioir c_ounctries. Mcoc-l I IJCs have the optionu of ’ encgag ing in- c thc-ir ouwn
stoc kpilimig (‘or stabilization purposes, although climate nc-mike’s grominc c- to ir o mg e- e-xpe-nc-
c - i s o ’  in mmmnv t ro picab com m it n e-s ounc - d grocin stockpiling numiy nceit he- the mcco st Iirod uc-’I ic- u-
c-ise- of sc_o urce ’ re-sOurce-s. 01’ course , LD( ’s wou ld be-ne-fit f’roonc i mi ddit i muncmm l stoe’ k pi l imc g
if’ ca Ice-n count n c-s pmc id the- stcurag e c’uo s t s ,

It nc ighh he- mm m’gc io -d tic - m it i t t  he- Umuite ’d St mu tc ’s wmiuld ac_ I ‘‘ ne ’ s i uoet us ihlv ’’ w it ii re’spe-ct
toi I ts oigr icu lhunoul exports , t he- LDCs could be expe’cted t o u mmc l re-c-pem nsihlv w i th
no ‘c -t ue- cl too t h e - i n  noiw ncoutc n m om I e-xpuirts . I lowe-ver , in ec u n 0) jim mc mcm i ,  t i - cc ’  l,1)(’s c_an he-
c x  pe-c te- d toe  I rv lo u ourg muni ic’ the-i r raw mu um u te-n im ul e -x pe o rt s fo r gre- a te-n i ncc ’omcce- re-gourd Ic- c-s
ed ’ U S g r mui ut ‘cli c - k 1 000 ! mm m c ’ s The’ mmdvocmct ag es c m l  c ’ m m nte- l mzomt ummnc , re- c u-nit  Iv de-nuonst rout e-d
I)%’ cci! e ’xpecn tm nu g counclnie’s , mum - c ’ jcnothmm bl y Icon in s -c l i ng too hc- de ’ lc ’ r t ’ c ’ o I bo c - I’ S c-c- ’ i llir cg-
nc e ’ c - s too su bsid ize’ the- I,I’X ‘c- ’ c _ r m m in ccu mcsc - Imc cpt ion t hnu ugh an c m i  t uncoti to mhul c- grm uin c-h ec k
pnougnounc , (‘oinus e- e luo ’tc l lv . sc-- c ’ Icc -h o v e ’ I Ico it t ‘ S. st c oc ’k i o cm l k’ ie-s c - b ucmii ld mmmcl he’ f ’oc-imidc ’d cum u

I ‘c~ i\  t% ’ ’ c c l , i  ‘- ‘cc -’’,, o , i l o e c c , i  “ O i i c u c , t o , ’ o o  ‘,‘m’ , -’mS - ee I)e—c ’o ’ ncc lue ’ r iI o T , n
c - n,oclc - tug h,e m~- c i , , ’  ~t , u i c u i o i c -  ‘ ‘ I  o - c -~ o c n t  I 0 n’ i ’ ’ e ’e’ cis , onupoort ‘ ‘ c - i m c ’ nc d c tcu c c ’ c -  m c c c i  c ’ \ ! c c e t , mn u e l ‘‘‘‘i c -’’ o n c e - c -

O , , l t c u , ’ c t o  c c l ml, , ’  m,’ r ,e mm t h t u i ‘c- c c l  0 0 0 c - , ’ - . n  nnmc ’mu t cn od pe— r ca pit a nct ’ecucu ’ Icc - b o’, c c ’ , ,  ‘ O l e ,  ,o  cool i - ,d,o c 51,,~ tO ni
‘ - m e - c c -  ,‘l m m u u n u  ‘ ‘ 0  ,~ ‘ u ’ . c o n u o ncg I e - . c o t u i t g  t o e I i , ,- ,‘e c nm c - ’ t cm c , m , c , e  i l c c u t  — ‘ - ,  , ‘ ‘ t , ~ c i ,, ’ o c,e, - ,- c o n o t l cc - ’t , ’cl

t om , o , — c , i i , , i u t c -  l i ce ,— Iee ’c ’ n t c e , e , , c /  uc _ o t ,00,,g md ci ii c ’ c c c m l , ’ o t o i , - c l  ec o n h  I ’” , e c o c l  11 1,11’’ t o t ,, ’’ \I.i, 0, ’ o O c
i c o c - lemi ’ eI u Oc - oun me ! I’, ,,, ’ e c u m m ’  1u~’, ‘I ‘ c J ’ e e o , ’ c u t  I 12
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a general hope that the United States will benefit buy dissuadincg LI)( ’s t hmmt export
raw mater ials from using whatever bargmminc mng positi omc- t icc’ y nc -o my have.

The Soviet Union

Agricu lture- is mm rc-cmcjor problenc- area for the- Soe vic -’t ece inoncv , c’ho m ro m cto- nize d by
high cost am-cd imcstmmbili tv , Output ic- subject to mccajor l lc ictum mtioncs , ne-su ltinug f ’ne on cc list ’

of ’ lands that are vulnerable to wide climatic c- - mmr iat ions mind t ’r’orcm te c’icnm clc ogic ’ mml
problems of’ plan tin g and harvesting. (inainc- c ’ x l oo .o r ts  ami d imcc - pc urt s n’ c ’~m nc ’ c- - n t b  m e re -smd u om l
between the quantities demanded and produc-’e-d . ami d tic -us I mmmdc ’  mc - n i cc o ro’ c-- m mni mi hie- inc
percentage terms t hanc- production.

The Soviet Unic-uu could manage its pn’i)dc- ic ’t mciii ott - c e ] t rm mde- in isto t bi I tv  hr c - t o  cc k pc I-
ing. but , ac’cor dnmc -g to one’ a nc oml yc - is ,N t he’ lire-c-sure’ c moc ’ Ic \ cmii 1 cm ro -mmc ’ bc ‘ in e ’X c ,’e-e( l
planned objectives for livestock pnoduc_ t icin ’m re-suIts inc m u i’ c mt i t m mc uous i~e m t o o r c ’  to omc-
cunculate a gra in-c stock pile, This policy could he’ c bcme n u~i m n ic ~ Bush” ne-po in ts  Sco n e- I plans
to construct additional c-levoutor f’ac ilities between 1975 m mmcd 1950) Ilicwe -vc- r, it mc - riot
c lear whether the additional capacity would supple -rice-nit our re- place’ exist ing grmm mn
storage f’oci lities, n-cost of ’ w hich are be-sc - efficiemct grain sc - m c no ’ i cc o u s e - c - that could he’
converted to nongrain storage. But simuce so little is known inc the- United Sto m tes mibout
Soviet decisionmaking, much of’ whm m t is written inc this regmurd is lmmrgc -l y c-pc-cub-
tive-

It is not obvious whether Soviet grain imports wi l l  bc-c - cumin’ mm stmubm l nz m mc - g or
destabilizing force in world markets, The nec_c-nt So en cc ’ l  mmgrc e ncie nct to import mini-
ncunc quamc-t ities of ’ US. grmmin each year t hn’ough 195() ncooy cin d y niomn gm ncm mll mm lt e r the
pattern of’ Sovi”t imports f ’ron-nc w hmmt it would ot lc -erw mc -e humus - c ’ he-c--n, If ’ f luctuations
in Soviet graimu incponts cause par:clle’l f luct omit ionic- in c - v o o i ’bo I  g rom m nc pr o c - u’ s, I bce- nc So ovmo ’ t
purchases destm mbilize wor ld prices. By c’cun mt r mm st , if ’ t he Soviet Unno um c - tc m e ’k toi bu-s im-
ported grain whemc world prices are- low Ion loite r uc-e’, lice-nc Soo vic ’t pc- mrc ’ icomsc’s could
help stabilize world price-s.

If’ Soviet grainc- parc_hoist-s mire- de’s lmmbilizmng nat Icu’r I Ic o uuc c - Im ibul iii tog , the’ See s - i c- I
Union would benefit fro m-c inc-c_remmse-d price stmmb ul ity brcc ugh it m u b euc - t I hr m u c re ’ mus c ’ c l  gromuuc
stecc kpiling in the- Unc- ite-d St a te-c - . Ilouwe-s’e-n. it is c - m ncc ’ lm-o mr c-s ic-c t bier ti -ce- Soo c - ’i et I ‘ nimoenc
wou ld c- al  ue- the-se ’ bc-rue-tic - s emie ugh to ofi’e’n c ’ouc c - ’ u ’ s c - m cm rm c- l eo \~

‘c ’ —t c ‘ nit c - , c m mit rue-s inc
re-turn. Eve-mu I hrc—oute ’nc mug te u c-nc-bongo tic - c- 5oos ic-h I, mc mmcmi f ’u’ c c r uu wcu n be l mZ r, ii mu m m m rke - ts
in t m ccc ’s of ’ product io m nc short l’oII would he- c- i nc Ii ke ’ lv te u iurcuduc ’e’ Soo c -  c c- I  c mx u pc -r m mt mc o mc -

unc lc ss suc_ Ic m m mc e-mbmmrgo coo Id he’ e-nl ’cunc _ e’d, sc-’ lcic_ h mci ugh -c t be- di f! i c ’U II lii , cul ~ case ’ , t I- cc ’
Sco c -’ iet I.Jnuion c_ m mn unc - o t he- expected tom grmmnit c iom u m ’ o ’ c - s I oc n os  wcu t’ t bu mmc co i ’ c ’ I c m i  t h e ’  c - om i t cut
dounug t he-in d i s c - i l  stoc _ kpi lm nug ,

,‘- —e- ,l , , i ccu c - , co , . Sie m 1,- i .‘\g m ’om ’ c ct tmmre ’ mmmii 0,c- ‘ c 1, 1 ‘ n o d ,- e l m I’ t o o ,  I’n c c -  l i mit’ — . i t o ’  I IsO c c
.J ,chii ~cct u , t lmuol - p

“ ‘l’h~’ I ‘ S—O R ’ ’, ‘l i nen - cl  \ I , , u , ’ c  (
~r cm c nm j our , tic,’.,- -

N ,k, t, e Ic -tt r , c ’.t,c i i c ’ m . u , u , t  e , ih c ’ r .S , ,mo, - i  ~ib,, e l —ni n l mc ’ p,e ’ .t i , , , c - e ’  c - , m g g o ’ ” n o ’ e i  t t c , e t  n h ’  ~‘ c m  e n  o o c , o u m u  c-i ,,, I,

—,l ,, e cmlcl c - o e m , — ,  h i e ’ t m c c ’,’,, mm b o i l  c o o l . 0  t o u t m e- _ cc — e o c n , c c , e I  gc ’ . c i c o  t i ’ , 0 c u c c e - , , c , ’ t O t —  O c c ’ ’ ’ t O  t i c , , :  c c  i n c cc , , ,  i , O c - c - O t O e ’ c t  0 I -\

re- i u e or t , ‘‘ t Ime ’ ‘-i ec c - u o ’ n  (, :oe l c t t c o i , e i , u ’ e’ , i ’ e e,e o 7 , ’ ’’ ’I’Ic,- ‘ c - p’’ t , o—’ ~, m,tc ’ - — ihi,oO “ c e e c ue ’ i  gc ,e , t c  — t ’ ’ ,  I,— ‘c c -c ,-
m nn u l l i oc c i  t e c i o c -  inc l e72 , e nm e l on , ,  i’ , ’ c c c - , ’ i I  n~, t e e - i c - c e ’ , ’ , ,  1:12 c o o l  I I ,  nnce lloo e ro c ’ , ,— no t ’ O ’ , O  Sc cc - ie’i ‘n o , , ,  m ’ o cnc c - c m n m c ; d t c e e n o

i c e d  20W )  n u m l l c e o m u  l o n e ’ .  no I c ’.’
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Japan 0

Once’ o f ’ t he’ pn’incan oub j o’ct ic - - C-s cif ’ c’urnc’nt Jmmpm iuce’se- agniculturo el policy is to rmmise
t he- Ic-ye-I out ’ mcout ionmu l self~suf 1icie-ncc’y in fiiod supplie-s. iJap om n inc peortc - nc-ore than 95
pc- nc -c -mi t cii ’ its w iie-mmt am-cd c’omenso- grain c’onsunuptie )mc , oi lthomu giu it is e-sc-e’nt ia lly c - e ’ l f~su f iic-- ic ’n I inc rice’ , 0~ Nc-ow that U.S. gove’nnme-mut grain slooc-ks mono’ mcci longer ne-adi lv
omvm u ilmmhlc’ out mu fixe’d price’ , the ~Jmupmunese- mire’ imuvesting in ston moge ’ t~ic’ilit it’s and buying
moire- gnm m unc incuponts mche’mm d, Japan also intend,s to dis- ersifv mmmc d se-cure- its groom
inc port socunce ’s by eric_au nagimig uce’ w con e’X pam-cde’d product ion in c - c - rt m u i mc hur -ign c muun-
O n c-s m m ncd b~- mm rno incgn mcg beu ncg - t c n’ncc 1 to ~) :~emm nc- I supply ac_ nc-c - n ice - nc Ic-

.Jmipmum -ce’se f ’e’ed mccounu bic ’ t ure- nc- mcca~’ be- rc’quined by b m w  to build up their weurki rcg
stouc’ks e)t’ fec-c-I gromumus ous t-n ti-ce’ nce-xt R’w ve-mmrs from mibout one- muu mm c l bc ’  supply 1c m Ic - c - mo
At curren t Ic-se-Is oil’ c_ consumpt icinc this would inuply mm m c incc ’ne ’asc ’ mu stoic -ks of ’ uie- o m n lv
1 nu ll icon to ucs cut’ t ’ec-d c_nou n Sonucc’ new storage fmocil it ic-c - mu mm y ho’ bo c c ’ m m l c- d inc suppl ic- n
count roes,

The’ .Jm ipa mu c- ’so ’ wou ld be-i ce— fit I’romic m tic --re-mused U.S gno mimu c - tcuc - k 1iil unc g f t  his gummn ou nc-
te e- d ~Jo m pomnese- mic ’cc’ss to U.S. wheat mm mcd c’oanse- grain c-upp lic’s or stombi l ized world
grmm mn price’c- . II is unclean whm mt conccc-c-sions the’ ~J mu pm mu c e -c - c- would co lic-n to ) the- United
State ’s mc n’e’tunnc for incne-ased US , c_no u n stoc kpil ing l’hc-c’ ‘Joupo mnc ’s u’ could otter to
reduce tou nif !’ mind nontariff ’ bmmrniens to US, inuponts on mm wide’ rmm mcgc- of ’ nongra inc
mmgnicu lturm u l products. They c_ could also offer potentially vmm lumub bo- nc’ductiu incc- in the i r
subsidy pnote’ction of ’ nice production , but this would re-quint’ lice-tic to ) mibmmndon t h e- i n
don’mestic rice’ policy,

The’ Jmupmcne ’se can mmbwmmvc - inucnem .ise t he-in stockpitincg muct i c - ’ i l y  i(’ t ice’ t,T nite-d Stoutu ’c-
does not.

The United Sta tes
( ‘o i ro ,’m icj o ’ r ’ c - t f io , , i  um/ ’ th e’ j e e ’ f ”m / o o ’ i tic ‘ c. ee l ’ ‘ o h / m e n  0 ‘ t i c ,  Or c ’ - c - ’ c , ’m ’ , c- Ic - 1,, ’ f ocl ieletc7ie ’ 011mtl

in’och l e ’rn,—u c ’co r i / ’ro ern f t  rn~,’ I ‘ ,‘-‘ i c c - c -  o f  c _ c , i  coo c - t o o t ’j c olt c c , t o ’  ic  / u u, ‘ O e ’ i,i te ’ T ’ Toem I im u l nu m / 1 rc t c / c ’
eehjeo’t tt’e’ ,’m , J~

’ir’tc f, I/i c ’ em~,’o’cm - c i l Iu , ’ui! I o u /c ’ j c cc /i e o , - c - . c f  , , 1 c , , , c - ~, ’ o I ,  I , — c c c  not orute’g roil f)urt
oc f ’ I h emr ducn to ’ umli i - c tg r mc-mc / Imio ’ c t /  / c e o / u e  0 c c -  i b m !  oe ” c ’ i, ‘ c , i c / ,  o /  c S ‘- t ’ ~”c fiirroi i r t t e ’ c ’ e ’c - is
,Sc’e-oc,t(j, ni cu ,’mI ocf ’ tlme ’ .’ue ’ 0 0 0 0 0  T i 0 0 0 c c- o u c ’ ,- F oo t ‘ H i, , ,, ’, i” ‘ , - : ,  ‘ , - ,,

~ 
0: , 1 ‘ ru n te e! ,Sl otIe ’’c- I,,

.s t o o o-k jcm id gr(tnli ‘0 t H ou ’  I/ tm -c - 001,1 i o u , ‘ c - I  u T o ‘ u c  °c - - I c , ’  ~, c i c c  - I i  ‘c- 0 0 0 ’ !  e o ’ui IOu !  b l o c - mn ’  m o e  c i
imfu uu ’ !~;oi lnru~,e if sfoe e -h joi /ir9,’ ( i c ’o ’ o o ’ t e ’ c- t h e ’ m o o c h  J dr’ c e e ! . ’ m c  I o ’ e ’ ’m ’ , - ’ ’., o l i n ,  t 4 ’ c - e e i i d c  c c-  ( ‘c o n u c - c o l
o r - . f’eir c ’ x4cm ii i i lc ’ , the’ I~.S ole- sun ’ ,’ b o o  sb _ ct , - mc II: ec n l u c ’ n c - c o m m i t  , ‘ “ Ii, c ‘ ‘“I c o t  ~m c_’ n , m m n c
stoc kpile- dc-c - ic_ tied too I” o c - oil,- j mrm c - ’ c - c -b d o e l u n  , cnoc l t e e  l e o  ul ~ t u b ’ , m io l  - l ’ ’ ; c c t c ~ - t u b  too I bR ‘ c-
Othc’r c ’ cuc - n mc l rio-s ncm my be- wi l l  m u g  I c c  he-our a je ccr t m m cmi ‘‘ I ‘ . c m e F , ‘- t e e c - I to c : c ’ - I s , hicml m m m c Is
if ’ t he— v vmm lenc ’ the- r u- s c - m I t m ug  price ’ s t o mbi l o t ’ , . onuot .m 1 t o o ,  o g r  incu s m o o  o n , -  I l i e u  l I ce-mr c - ho m e-
oot t he— tct euc’ k pml m ug coosts

We- coin only c - ’ cumu le ’ c -’ t tire- m c hecc - m t I I ce ’ el ’ ,  l o t s  oc t t l e e ’  ( ‘ mu o ne-mb ~ n c i  m c -  b e ’  d c - c ’  c- I c c ,  Ic- ~ou I inc g
te) pron-ceite ’ i n u te - rmcom l ic un c mm l t nm ude - o obc i e ’ o ’n c - c c -  l Im it on es o ’ I c ’ ccm ’ t ic 1 — i i ,  F u mini ; c ’ o j o r o e i c ’ b t
c-veiu ld imcc ’ur tium ’ n cu id o ubl e- di fi ic- ’ult e m ’ s

‘‘ ,~~‘ c ’ l ’SI) ,-\ , S i cc ’ o ’ e , o I I c - c - , , , -  c o c k one I , , j , c c o  - F c c , ,  c - l o o m ,
l ’ S j i . °m . it’,,, II i c , ,  c , / t c , ’ ,uI  .S o t o , , e l o ’ ’ c e  a ~,-u ~

‘ , i ,0 , , ,. i” ‘‘, 
~i . , i c , c , o e  ., -., i t  - m I t , ,  0 , - c , ,  , no d o , , -

I i . e c m , ,’ o t c o i c o c ’ c O i o ’ I” ’ ’ ’’  — 0  ‘I” ’ e t —  o ’ c 0 O d ~o Ie ’ O t  ‘,coth to , ‘ c O , ’ , c -  u~ ’ t i c ,  ‘ c ’ I c ct.,c c - to  , ,t ,,~, eg, o  c i , , ’

- ~~~~~~~
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UNITED STATES DOMESTIC CONSIDERATIONS 0 . 0

Inc the United States , the ncajor econconcic Inte nt -s t groups mc-tfe c’te-d by stoc k
policies are grain t ’armers , consumers. l is’ estock produc e-nc - , e ’ xp ounlc ’ i ’ o-.. c - t , c t ’e ’ rs , tax-
payers , arid humanitarian interest groups . U.S. ~,mrat rt st oi c-/: p l o / n e c -  c - c z , i , me o t  f u r t h e r  a ll
deinnt’stmc groups ’ m u bj ee ’tnt ’es sn m ulta n e- o ousl ~’ , ho ’ c ’ c m n ms e ’ f / i cc - c ’  groups p onc -c-o-sc - o - o mm f lt u ’ Imru g

~c-mot,uls. The degree to which stabi l iz incg grain price-s will bc- -mc-e-fi t s am ’ ooou m c -  c_ noun ceinsumic--
imc-g and producing groups will depemc -d on the’ slope-s ‘ It  h-ce-mr n c - - spo u t  i c - c -  ~ r , cc n u c l c- n uc oo m cd
mind grmmun supply schedules and onc whc,-t he- r the- price’ s ia bi lozocl l ion I ) c i l O c ~ r : ucse- s or
lowers aver Iuge- grm iin prices.

It is im c -cp a rt mmu c -t to bear in mm mi t hat sui mucc -’ ot ’ t he’ b~mcto rs that hmcv e ’ It’d t oo ho c_h
graimc pr ice-s since 1973 would mum. - be- mmm c c- e l iorm o t e - d in tic -c to t  ure by stockpiling ,
Imc-cnc -mmse ’s in grain prices due to devalummt ion ot ’ the’ dcdla n , wcinld c -vm du ’ unct l at mo nc , an-cd
highe n rebmutive - prices ton production inputs, for m mcst mmn cc ’t’, w oo u l c m u coit be- re- ye-nc-ed buy
stoc k policies,

Farmers

As discussed inc Se—c -tic - inc IV, grmuin pneiduce-m’s be mcc iil Ironic c - tm ib u i l i t mc t  iuo no  cit grm um nc
prices prop-.urt io incmm ll v tcc t he- pr iu,-e- re- speurcsi c--e’t co’ sc- oft he-in - sIu ou nt -run i c-c- opp ly sc--ic c-c -l u be- .
omssuncing omvenage’ price-s rc-n com inc m m mce - hm m ncg e-d , So n i c - c ’  g rmmut c c-upio lv is high I , noe’Imu st mc ’

on t he c-hart run (although prcebmohsls ~c-c-et cumuspk-tt-l~’ e coo ’I ,c c - t IC mis mms sc -miioo -d ceshwe ’I.c
produc_ tionc - ncie cc - le - Is ) , I boos be— nce ’tit c-coiu ld not be— suhc-to nc t imu l  11~ c - m e r i t  r :i - ’t - mini m muc ’ ne ’ :use-
or dc—c - ne—muse- m c -  t h ue ncceoumc j um ’ mc ’c- b e - c - c - I  , , c m  1,1 l ie-tie - fit con’ hmut ’mco pn’cud uc ’e- n ’~ sub o c - t , i i , t  mm ! I c -
The— o’xp u’c c ’ cl c- ’ hmu mc ge- cmi t ic-c- m u ce - mmrc price Ic-s - c- I c-~ cmu bel depc’micl onc t I t e’ I c - I c e - c o t  c-h m t o o  h i m
tam peu lm c ’y c_ house—n , mill hoc -ic_Ic pr I m e ’  ‘—b , u b od l u / :u b  iwo ne-e-d h oot  m ilic- c ’t t he- t c c c -uu nc b ruce ’  c c - c l

inc t he’ long runc . . - \ s’ o ’ n m m g e - t om ’oo ’ e ’ c- . mmm c d t b u e ’ n e ’ l o o n e ’  t mu m ’ muc o ’ n ’  he ’ mcc - t i t s ,  weni ld rose- 1 p rcc - ’c
s tmm bi lizati uo n we-nc- c’uoup lc-d c- s ’nth m m ,,  r e - u s c ’ ’ I  price’ c-~d~ o~o ccn’I’ .. l ion ’ ‘x m un i i t ’ I e ’

Consumers

(~oncsunu-rs be-nc - c-fit t ’m’ c n i  sta bi l iza ticunc cot c_m imi pt’ ic-’c’s Ium ’ c m i uc ct ’I c o u u , c l I c , toc lice- b on ’ u m ’e ’

ne-speunus iv -muc-ss cut ’ 0 he- ir gro mi nc- dc-nuc m um c ol c-c ’bc-e- d ule ’, cc-sum m u g  i limit tide-mum - c pt-icc-s re- uc - cm um mc
urcc ’ hmm mcg c- d . ( ; c - -~~ c-st mm mite s eu f ’ t bcc - pr o c -c ’ s’o ,um ’ i m c mcc - ’c- mmmc d c - loupe- c - et h ic’ ; co 4c n’ e ’ c m m t e ’  c’cc m is c - lr cc-
c-n de-nc uo m nd c - - c - mn ’ s - c ’ bun c-ouch Ivpe omf ’ gnmu in. t he c ’oi mic - u m u uc - r l o o ’ t u c - l ~b ‘- t ’m’ cun c - c ‘—I ;ml u u I o ,omog l i t , ’

price- cu t c-much t v~co ’ o f g rm mim c c_eiu ld be’ calcu looted
I’’iur t he- c ’ : m sc ’ eu t ’ sc-’ Ic-e’at , t he— Shmum’p lo ’ s -Vc ’ e lket ’ cie ’ mc smm mc ci —c ’ b ic ’ uIc - i lu ’  siii, ko’ sls ‘ mo- ’ c - ! io d c - 5  n

no ‘I’mu hi l e ’ 1 ( 10 l ium i t  l ice’ he—nc e ’ t i ts tei o l c e t mmc ’ s l i c ’ sv he-mul c o c t i o - . u i 1 0 1 0 ’ n ’’— u m m cc ’ I c - iolm nu g mimic - ’  I us  c ’ ’ ~I e o o ’k

l ord oil il m ’ e ’rc - c -s ’ lccu misc ’  sc -’ ice ’ om l 1 0)1 O ifl II t ee ’ t ’ cu ’ tc l ne-d c - ic - I eur o i nc t Ice ’ s lo utcc - lm it ’ d cIe ’ c - ’ i~mt mmmc oil
c-c - bo il l o o m c t — 0 l’noun u i 1 25 tom I, I-l i woec ul d he’ 1:1. 0)5 tu c m blmuc t c  ~ 0’t ’  c - c - o n ’  S t tm i i lmm n ’  cm u l c - ’ u lmm t io mnci .
bin’ c u tt ’me ’ m’ gm’ m m imc ,-i ’ oo p’. m m no l loin cut i - ce — m ’ hv p e u t i ue ’ t o c ’;il n’e’ilcm m ’ loccni s i n c - l i c e ’  c- , e n ’ I c i u m ’ c ’  ‘‘I nu cmcr ke ’t
b cm’io ’e’~ vr’ ui m i Id lue ’ t ic - c- f o i l  -

\°e’b o , ’t b o e’n ’ mm o e ’mm mm ~m n ic -’e—s rose’ , bull , ‘ m c -  n’ e ’ m u u m m m n  i m t m o ’bu miti c ,~c’ol c - c - uetih c l F i . o \ o ’  , m —~e ’ t o m m n ’ , u b e ’

S u - c  , I b c — ,  c , ~ ‘. o o c c c  - 1  m It , - ‘ ‘ ‘ c oo ocot o , i - I t o - ,  — ii 0 0 , - c  ii c - I ’ ’ ,  Ic- ‘‘ c i i ,  0 ’ ’— i i l i  - d O ’  ‘ 0 0 —  ‘.,‘i h o c ~ c- ‘‘ 0 ‘ 1 c ’ o O , c - c - t i ,  - S

‘ c o o , ) , , - m o e ,  ‘ e, t ’ o , , o , c I  o e m  lI m b ’ ’  l ice ’  I’ ,, ’ c o , - - ’  c i i — mt I’ o o c - — c b o i  (‘ ‘ “ c c i  t i , ’ c - ’ - t c - ,  I ” m c - l , ’ c c , -~ ,,,,‘i J lt , ’c c t I c - t . ~t c , e i i
- c -

~ 
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mm m i coot i i ’ , c m ucce ’ r  c-ve lb im i ’e - - ‘l°buis price ’ c’hmuuige cc - u bd dc-pc-nd cm the type- of ’ price
stom bi i iz mut ie o nm ~~~~ c’heist’n.

Live-stock Producers

l,is’c sto uc k pi’o oc iucc’ns prim uiom ri lv con ic-once - ft~-d grains . so t hey would hit-ice-fit franc- i
st ,ub il izm oticu n at ’ fe-ed c_m on price-s i ii propc-irtion tm the price- re ’spc i ics os ’c-mc -ess of’ t he-in
grmi inc de -nic mm ncd sci ce- du lc-’ Be-cause- I h i s  dt-nc oincd sclc-e-du le- mc - t ic -oc ught l eo  be relatively
f lout - Iis’ c-stcuc k prc - idc ic_ e- ns weould be-ne-fit more than other consuncc-e’ rs t’reun uc price’ sta bilu-
tmct ioomc.  ouss unc uimc -g that m c c - ’ e’rmmge- pn’ ices re- rucoumn e- d unchan ged, It c-c-’ouu ld ho c- use-t’ul to
com l c ’uboi t e’ ti - cc’ be-nc -tit s om ccrui iu c_ to the- lic-e’c -tnc’k so- c- loo n t’rc-cmc -i stmibm lm zmmt ion-c cof ’ t ~’e-d gra in

u ni cc - ’ s , onc - ’e t he- c- loupe ’ ot ’ t he live-stock se’c’tc in ’ c- de-ncco und schedule for fe-ed grm uinc -s were
gis’e-m u. Like- c t i cc ’ n  c_m imi consumers. I ic - ’ c c - tcuc ’ k producers more- af U&-cted by the- average-
pr ice’ oil ’ t’c-e- d c_ n mm in ti c- mit ac_conc-cpanies price ’ stm uh iloz at ion.

Exporte rs

To the ’ e-xte mut thmct inc_ re-mused grain stocks resu lti tmg f ’nomcc dom c-cestic price support
proc_n-moms Ic-mod t o o  the subsidizo itiomc- of ’ exports . such inc_ re-mused stc - )c_ kp ibi ng would
benefit exponte- rs. Further . 1c m t he exte nc- t that stm ubly priced grmuin supplies inc_re-muse
t’ S. e’xpont demand, increased stocks would be-ne-fit export interests.

Grain stoc_ kp ilinc-g nc-ay influence trade liberalization anud food aid shipments , mis
discussed previously, and these foctors would affect exporters. Trade- liberalization
cou ld be beneficial or detrimental to exporters , depending on whether it led to an
increase or decrease in export prices. tm4

Storers

Storer s could benefit or lose f’rom stabilization of’grain prices depending on the

nuature c-i t ’ government intervention inc gnainc- nc-arkets. Storers weiuld Ic- use ’ from gov-
t-rn me-nt cuwn ’mens hip cut ’ stoc_ ks , be-cause- government storage would reduce the- oppon-
tunut ie’s bin preufitabbe’ private- s lc ) rm uge . Alternative - b y. subsidizim ig pnms’ m m tc - c- e- c ’ tcun stor-
age c - e t c - Is would inc_ re-muse- the pncuf itm ibility cut ’ pnivo ute storage- mumc - d e-xpm und the- size’ of
he storage- mmc d ust rv

e e t i , , i r , t u mig t o o  mmc l  e ’ s r u i uc ,e n u-  t e m , l , e i u i u c - i o n u , c ctcool i sim in oc.’ n , e r u t i c -  .enuc i e’x ~cec r I ,c - c i } — o o b i c ’ c .  cm oco c ri u l nr cc de ’ Ii oc hu- m ut

c u d  i c ’ e ’ o i  u ’ r i c n i ’ , ‘A’o e cilci 1 ot ’ , o t o , e b o i c -  nco , n ,‘, e o c - , ’  ‘ A ce r b )  sc’hu’mmt , u e o o t  c i l  u~r ,uc n c p rmm ’c ’ c -  tc ~ cc ‘ ‘ c ’ ,- b i um unu t O O  1~ ’ro ’u—rut ,

. o n u c l  it mn ucg hi ic c - c o - c ’  c c o o ’ c ’ c - by ih,ui , c c o , o c o m u c b  1 % , ~ I,! ,-~ c,’ c u ,  m m / I , , , , - r u I)c ,c-, mc’r ’ c c c -  ‘ i’ m.il ’~ I I,’ \‘, o ’ o ’ ,c t e ’c mlumt . ’  h o c
o - i ; o o - i u o ’ i t m  ‘ c i  1’ S mm i o o ’ .,t cc - 10 c r I c - o c i ’ i c t m  i i ’  b c -  r uc u ~’hl~ ’ 0 0 ic-  be _ cc -e el cc c I ’ S 1 o , ’ e o t m , ,  t mi i i  , o , , c t  , b o , c o , e ’ — . u o m  cle’ rnucnd

0, - O h  i~ ’c- t ,c km’ un i ’ricm ( ‘ ‘ ‘ o k , \hi ’ t b , c o i , , / , c-’ o , ’ c- t o ’ ’  !‘i or e ’ o , , c - I O c o m I  I”,ie ,e I ‘c o , j o p l m  o t m n i e i  / 0.  e o o , , ’,,I m oot  I’ eT-i ‘‘rb t t  —u
‘ 1 i,rm ,c-iu ’ t ieo t u  0 o o , o c - o m i c u l o c , 0 0 , u  o c t o o l  , ‘x f cc cr t  i I ; e I , m  h o c - c - c c  t r cocnu I ’Slu-\ . b’,er c - c 0 cu ,‘i~,’ ’ o o  m i t , , , ( ‘crc o u b o i r , .\ j o  ,,i te ~ i ’e 7c -

I’c m riiu e ’r c o -c- , ’  , , c ’ m ’ ie e.’ec c ml d ,omu ~ oc ’ o m e ’  t lo i r m ‘c -n o n i o n , ’  Itmcse’ol uc ro t i c , ’  cctuo ,’ ,-e ’ i tm t c o ru io , c i  m oc t u , c i t t oot , t ot ,,’, ,,i i _ d c  o em
I 

~ 
, i u , ’ n , ’ ,c ’ ~e ’ o i  t iuc ’  ‘,c’ce rbd p r O m o -  O c t  to , ’ , iO t om t O O  pe’ ro ’ u ’ to t , I c- ‘A i i o ’ , eb  c - c - p o o c h  ,‘ ,o r t O u o u e _ ,’c- mc’o o uuhei o c o ,  re - es,’ c% i-I c-
t~ ’re ’e’c ut ‘l’ho’- mmc m i be’ , c o , c c - , c b e ’ i e - o I  m en cmp (ie- r I me e c m t u d , e nc t ime’  - c - i~~- t i o c ’ u i e - i o I c -  ‘ci I m i .e ’ r mib i ,mn m ez mo ,o r t d  w ’ hc ’ m et ic’ ,m ,l e ’ ,

n i c e  mc er bo l  cc  0 i nc e ~,ht o l e , ,  o 0 e r mi he c t Ii mci inc r mi—ce
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Taxpa yers

Assumucunig thmmt g n ’ mmimc nuimonkets mire- c ’cumpo-t c l o s e ’ , m c c~ c ‘ c - c - r h o  n n , e ’ u , I  -omoc - lc ic ’ e - c - l  0 i um .’ re -m m sc’

In c gnmoum u stoi c_ ks c’c-cu ld be’ expected tou c - oust  i m o x F o , o c - o ’ r ’~ n I c o l e ’  tbc mu n i t c-c-’ e eu bd o r om side the- i nc
inc direct be—nc - c - —fits mis gm ’ mc .in c- ’ onusunuce ’ n- s om nuc -l pm’ c d c m c c ’ r — i’~~to ’c n e m d ! o l \  / i c’no’ b ol s c- c - - could limes- c--
to hoc- c’ons ide-m’e d sc ’ pm c r ’m i lc ’ ! c - The— I m c x p m m c - c ’ t ’ ,‘ o o o - - i om i ,m c - l m o t m c c _ c ’  —‘ m ibo ” - o m h c - ’  pr’c o c _ rm m m ui c-c- ’ co c - c ld
de— penid on t he’ s c / c ’  oo n d ty pe ’ c ot sum t uscd ~ - mural I o o ’ n ’ e’ b o o o ’ o ’  tbu u ’  mu ncc oou i o l  o i l  p ruc - ’ c ’ s lm ib o m! i i , o
t iomc puncl’mmoc - e - d Sto m c ’ kiu ool c - I in c g iu~- g ocvt ’ n ’ no ncm euml n u c m u ~ b o o ’  c - lmsmm d c - ’miuc bm o 1 ~m ’ oi uc ~ it it c ’e flipe’ t e-s

for c-ca re_ c tax f ’utc-ds with other g uo vo ’ u ’nc n u e t ct c-c rc - C c ’ s , c-s bi mc’l c- c-’m u u cncoO h o c ’  mime-h scm o m i t - I l ’s
buy the’ pr ic-’ mi t e ’  s t - c - l o o n

Humanitarian Interests

ilunuanitan iouni imc te -r ’ o’ sts , w hic h suppicr’l ~n mcon  s t ooc - ’k pi lm icg li en’ o - u iu m ’ n c - t e -n c c -’v rc ’ Iic -’ f ’
o c - mr ’

~
ucot -c-s . c - —c - o - cem c tm mol ic - ’  tm oc - ’ oo m - t he— mmid c - t e ’ n c c c ’ n o l mof cn ’ ; du u o  c - tci c ’k pm hm nc g ‘f tc ’ mi l to ’ n ’ m cmo t i v e ’  muid

~iou l c oo ’ s should also o be c(unside-ned inc 0 hems re- c_munch .

Summary of Domestic Considerations

Assuming th m ut stm ubil izing groo m mu price ’s cleuc ’s t ie d m o lt e n - m i c -’ o ’ n ’ m c c _ o ’  gm’ mc iuc I ono c - ’ c ’ s, c-uc’h

stou hil izmutncin would henuc’f it gromi nm produc’o-rs mmm c cl ,‘, ot o s uuo t , i ’ r s , i m cc ’ I tn c bom u c _ l i ce ’  I ic - c - s lo e u ’k

sector , irs proportion to t he’ price’ r c ’ c - p o o O l s O \  c ‘ilO ’ sc- ol t he- lu ’ u’ e ’ s b o o’m ’I s o ’  shimom ’ I - nc-a m , ge-nc -
c—roi l ee iui l ib n ic- inc L’ n m con  dc —ni cm o nud momcd sc ipplv sc-ho-c - lom b’ s ‘l’ o o  t he’ c’x to ’ t tl IF ml mice-oem - c c-~r m m un c
pm- ice ’s oune romiso ’d cii’ Ic oc - c - ’ e ’ e ’m ’c l liv mu pou n- t i c ulm er’ n o ’ ’’’ c- i m c b o i h o i ~ct 0 0 0 1 0  poc l oc ’s - l imos w o ou lc - l  l cm es - c-

se—pmuno c te mimic-I oc o sso1 u t ~
_ n icocr e - i . c - mbesl o nul ioml c Ite -c t ‘ ‘ t o  coococ- , 01nm ce ’ r m m m cl I ot ’ oc dl c l c’c-’t’ b e c ’uoo’ t o t o—

t hm m nc 11cc ’ pnmc ’o’ c - Imc } o j l i i m u b u o c u u  (ic-m t-c’ ‘I ,o x ~ o mi c - e’n’ — , i b o c - o t t i  11 c c ’ mmuc’ n ’ c ’ , e c -c ’ o i c - i o o r m o c _ o ’  m o o t - I  cut ’

I on I c - c ’  stm m bi lui.muti o umi ~oi’ ougm ’~o u u u s , ml o ’ \ I e ’ r t u , e I O l c -  b o e - uuc ’l u Is m m c c ’  o ’ xm ’ Imm o le’ol , l ice-to t ins lmm c -,~o mu c - ’ u-r
i d io t c - mi mi cc ’  e ’ X b o e ’ c ’ t c ’ e l  Ice o’xc e —c’ o l l ice ’  — cm i i ,  c o t  lI ce’ bu e - tme ’ b i I o— oh c o o t  Is t o  ‘ 0 0 - I c -  -u I icc - - ~‘m’ mimmi
c ’oon i s om m ii e ’ r c - otm i d on’ c c o b m i , ’ o ‘ i - c- , ms i n c _ m m ‘ ‘ I t  bin’ ocom c_ boo c l i  I his n e - p c it - I I S  1 0 0 0 1 1  e n ’ ’ c - s o  o u c e l lie -tie-fit
e l m ’ lo o se ’  t roonmo I bl , ’ b ’ o ’ m c s c ’ o l  U S g rmm uni s tou c ’ l’, ~u m hm nc g o l c ’ ’ o e ’ u o , h u n o L  cent  c-c- l ie n b u e ’ n ’  t lo is he- el t o o  c -x pecr l
smii u o-.i c lm e ’o- c , I r’mm de- I ihc ’ m ’~m b o i mmtuoi n , ocr mini o too - I - c ‘ m m — c ’ 0 0 1  ci o ’ct’ u ’ , use ’ iii c _ n ’ c u n c  u ’s pourl ( m m c c ’ s

\lo’ oit c- c- ’i ’oi ho’ . 1 bc - c - o ’ f b ’ o ’I oct goo ve—rnc n ce— n cl jie u bo u ’’s ‘ i t ,  c _ n , c  inc c - l i  o re ‘ u ’ ’’ s c - i  m ci Id ib c ’~ee’ miml mc mi h u o cc - c - ’
lice- go cvc- n mum u ic —i ct  ,‘ l u o  oc -~e ‘ t i c  unc c ’ t- e ,ose ’ c _ n - c o i l  ‘— b e  ‘ ‘I- , Ie ’ c - ’ e ’ Is II o mn mo mm mm ml , u m ’ m , uue nil ‘ ‘ m c  c - Is Ice- ic c- f i t
i on’ l0)se’ t ’n’ii r uc ouo m ’c ’ o ’mc se- o l c_ n ’m m i u o  —.lm ec ’k IcI l m mug e o ’ o ’ i c i  o h m  nu c _ t o o  O t t -  c - h o o t  c o o  I,, co b m m cl  c o b o l  u ’m hi c , -

I iecmis
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VI . PROBLEMS OF IMPLEMENTATION: THE
S’I ’R [C ’l’t ’RE OF AN INTERNATIONAL AGREEMENT

ANt) THE NATURE OF U.S.
(~O~TFRNM E NT INTERVENTION

Sl i omeml c - i i n i t e - u ’ t u om t menial c’ o eoun ’d mncm uti on c- il’ , O’ so ’ I ’ \  o -  stoic - k peo l ic - i c ’ s hO e - m o o- g i l o m ole’ o I at t h u

Mut t  i lmi t e - r o u l  ‘J’ u’ ou dc- No- c _ ut mmml  c e o m o s  iii ( c ’ m o o - c -  mc , c-c- boc ’ r c ’  it c,’cmu ld he c ’cmup ie-d c-c- tb ec’omnc- inc i-
i’ d 1  c i n o i ’ o ’ I , db c ’ o b  c— c o - c - i c- oi l ’ tao ’ iti’ n’e- duc ’t ic - on c , supp ly mmccc i ’ s  g c c m m n ’ m i h u t c ’ c ’ s . min d re-d uc- - t o c o n u

c-i l’ , i o c o o l  ,,o II’ I ‘ m o o l u ’  lnch ’ h ‘ ‘ 0 ’ s ’ 0 )r should it he’ n e — g o u tmmm to ’ eI me l ti cc ’ fn i tc ’ u ’mc , ut  i c o m o m m l  Vc’bo o’ ,cI

( ‘o c d i o o o  , ; ‘  nm L, oh i o .  w here- t lc - ’ S c -  o c t  s mire ’ re-pn’ e -s o -m c lo - d but I he’ c b o s c ’ u m s s i o c t o  is m - io no f i nc c -d

so o Ic - - ls  lii c _ r , o o u o  mt - Sc - ic ’ s’’ Shooulc- 1 U S gn ’ o mm nc s tccc k  policy lie- —~- t t le’d cb unm nug memo c -he - e n l oo n
so’ ,ur ou t’ po stp omniu-d h on t h e -  lt i7h ,- \ c bicuinu uc - I nm m t m oc u o ’ ’ Ileuw i—bie u~c ld ( ‘ond c_ r , ’~’. m u uc d lice ’ ,‘\c l-
o o i i n c i s t r m u t c c u m o  c - l i m i t - c’ b ’ o’- _ i o , 0 0 0 . c i h i l i t \  l oom’  c_ mini c - Iee e- k pc clue ’v .’ l l c mc - c -  sh utc u lc - l  tI le ’ uiilo’i ’ e’ i—ts

cot  i o ibsUi l io ’ i ’ s mend the ’ l ) c - —po i n’ tm c ce ’ n’ots oil Agn’ic’ult ou re ’ m onud S to i t e ’  be’ bo m ul mumcc ’e-d in-c l o o m ’
nmu lmotin g pcdim ’’o - ‘  Sic ccu id mu ton - nao m I it’m tc ’ n ’ ncm m t m ci n c - m u l , mg o ’ t c c ’v be- t o o r o m o c - o l  too m uelic um m i osl c - m m mmcd

m - oo o on ’ do , o , i~o ’ o i , o i i i o n o m i h ly b- cc-Id —t oo c - k s ’’ I t t - c ) , c-c-- hoot sh ocu bo i be- Ii. bc um ’ c - ’ :cc - ic ’ r ’ mi m mc ’ ‘ o n ’ c _ a u o o / m c l i o o n u

. 0 1 0 0 1  ml oo, ’ c-ubcet ’o’ s’? : \ l t l c ec ugh th u o ’ s c ’  imc ip le iuic -— n itat me nu isscic ’ i- . m e m o ’  i iii pic n ’ i  c h i t  - I h e y  m e t e -

o hc ’c - o o , 1 0 !  the- - 0 0 0 1 0 0 ’  cml (lip-c n’e-po)n’t .
it) thim-c ,cc ’ i ’IiOfl c - s c ’  c-’o ncncce ’ mc t eon - c (c-c- u p nec b u lt- i cc s cut ’ m m n j o l o ’ m u o c - m c l  m u g  a

c_ manic i~I o o m ’k po) IIc -’~ t hm ml inc - solve- e’c ’oo n io j mcc ic mis we ’ll mis p~u lu t ic ’ mo l c’oc m c c - i de-n ’ mmt i o omis I”mr st ,
c - iuocc m lc- I 01cc ’ U S. G o o c - o ’ r b o n t i ’ ’ m u t  cOc - c -’ ic stouc ’ ks or c-ho,uu ld it m nc crc -o o c - e ’ Iin ’ms’ m i le ’ I~ Ic -c- mmec l s I , c i ’ k ”

his’ -o c ml c i- io hi, m oli oon o ’’ So’ c ’eunc d, how ‘‘t ig htly ’’ should t h c e lH t eo l c - ’ e l  Slmct c-s c ’ o ou icncc i t  Is co me nu

gm’ mu im c s to oe ’ k po loc ’’. iii mon -c inte ’n ’tuom l iconou l mug n’c ’c ’ ntic ’ nct ’’

GOVF:RNMF :Ni ’ OWNER SHIP OF GRAIN STOCK S \ ‘E R SL ’S
St ’BSll ) l ’/ ,A i ’I ( )N OF PRIVATE STORAGE

Som ppc oc - ing it l imit - Io e’e ’o i c- lec - ’mdc-d I ic o ul c _n ’m u c n  t - t c c e’k It-vu-Is in c lice’ t ‘ nc m t e -o l - 
‘ 1 , 0 1 0 - c -  sc - i l l

he- t’ mui o-mc ’ c h ,oh000 ’ , e - I lie-i t’ iun’ m v m n t e ’ ’ n c o m n ’ k e - t ’ c h e ’ t e - r m m m m t m e ’ c - b  e ve-i’ — , Ih u ’ro m m c l i i, c - m u m  u- .e -s b e - I ee e—c-mn
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c-’ounct t v  O re- c -i c - c m m’ e’d domuiestie- stoic -- k levels, stoc k pure-house’ mmmc d re- Ic-muse prices , m m c d
at he-n c ’o mc d i t m o o n s , suc h out - sancct ic- m is mogainust signu muto inie’s whoc mobnogate ’ t i - ce- ac_ re-c-nic e-nt
m c ue cbo mmmoc si i o — lieu ’ e’xi ,- Ic md mm c - g mcomcsi gmc -m mto nm es f ’nonc- stoc kpiliucg benefits inc tunuce-s ot ’ sheirt-
mmge , mmmc c l s lo,c re ’ c - I rc-spo nsib ilutv ton e’ncengenucy l’oc-md re lme- t ’ tee  mie-e dy LIX’s. The- ‘‘ locus-
0-SO ’’ mugre-e- mc’me-tct would alIc-uw c-mo e- h cc - iunctry to de-te ’nmm ne- l’rc-e- I~’ i ts  o mw nc stock (mcm l mc -’
moe -c_ cor ding to ) ot s  own be - ice-f i ts f ’rc mnu sue- h c- t c mc ’ kc - and its mo bil it y to lie-oc r I he c - -c osts of’
c-t~ rmoc_e ’ , sc- bce- nc - - m is the- tightest agre-eme-ict would lease’ imcdis ’ ic luom l co uuct rue-c - mmlmost nucu
di re-ct c.-euui tr o l ocs ’ e’r stoic -k policy,

(‘hc-mosinc -g b-twee ’mc - m m tight on mu loose’ mugreence ’nt irc s ’c mlve-s c-,’ c - mu c c - mde- rmmt ic - m u of’ mmurcy
cc hjec ’t ic - c - -c - .  For the ‘nit ed Stm utes , t hese inc_ I ude- nuai ntmu inuing the mm u tconcc unc cml ’ I J S
dome-c -tic megricu ltuna l policy , shifhng to other c’cmuntn ie-s mm point of the- I T S  bundenc of’
bc-id ouicl ion de s’e- leip incg countries , and obtm uinimcg tnmmdc - mmmc d cot icc-n cem uc cessu cm mus t ’remrcu
hire-i c_m i countrie s , c-spec ially t he- E(’ amid the Sems’ue’t tJrciomu .

Unci te-d S t m mho ’ t -  hood m u d  before 1972 was provided moot- I lv fromm surplus grmmin
ste ucks ac-cunciulated asa by-product of’domesti c_ mogricu lturm o l p(ilic-’ V A ”  tig ht ” inc t e-r ~
ni m ut me ) mcou l mogre ’e’ ruce -nct may be able to delegate res~xunus ibility ion g rmm m nc - s t ccc ’ks m m mc d food
m m md momemncg all signmctorv countries , some- of’whi c_h would cit he-rwmse- moe -cu d what f’remm oc
mu U S pe-rc-pe-e’tivc-- mcppc-’arc- to be- their bill share- ou t ’ food m u d rc-spomn subi lit y . An
u m ctc rnummt mem nco c l c-toe-k piling mm gr e-c - -nce -u ct could in c-dIe-c- I mm nrounc -ge- ic-cu It u lm o te ’ rm ol food mmid , in
me dc - I itic oic tou c-s hm c l e - c - ’ e-r pr ice- stm mi ui l iz motio ,nc it (mrodue’e-d I l m s t e u n ic - m ml Iv , gc-cs’e- rnnuients hmmve
pre’f ’e’rre-d b m l oute - rou l  ound , lmc ’c ’m m uso- aid tr mm nsf ~ ns f ’unthe-red tice’ donor cc - cumctr ’c- politic-al
mai d e-c ’onconc ic ’ sc- li j mc te- rec - ts in oudditionc tc -m its hun-cmunitanian objec-’tos ’c --s lion mim ic- nun -

t ie utuu i eic_ r’e ’c ’n ie ’ r if eon groan slcuc kpm !irmg is f
’un ’eur’ec-I p rinnur n !~‘ / ‘OuI’ ol ,s c-co Il f r i  hm4 (norm to o

o o ’omr le! b oos ! mime!, I l it - ci l te ’r , uc - i In cc nmemdc’s cuf ’ f ’cm e m d and c-i mc !  n Oie ’cur!mo ’ t r~u ru. sfe ’r  runcur e’ gemne’ra l iv
s humic Id he e’cc ,nc-mdo ’re ’eJ . An coui yt icmu lly, a Ic-sc- expensive nueancs cit t rmmnc -sfi- nring a give-nc
moncoun l cml ’ imcc ’re-mmsed c - c - c- o ml th to LDCs would be to domc mut - the- prc-ugnanc funds directly
to t he- com mit rio-s deservi m-cg misc - ic - tommi e - c - and allow tht- m to pure-boise- iood or whatc-ver
t he- y d -sin-d nc - co m e- ,
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VII . SUMMARY AND CONCLUSION

Be c’oocise- cul t he- t’oumcdo tccnce-s s of’ uc-~mture ’, ocnr cum ol world graimc pm’ecdu c’t ic - inc mc - variable-

m m m c d u icc ’e-rt o u iu c , Tm o k incg tic -c ’ omgi’icu ltura l policies of’ ionc- mgtc counctru es as guve’n, t he’
uncc ’ e -m ’ tmm i mct y in- c t ’  .S. c_ nou n nu’e mmr ke’ts c’ m m mc he’ characterized by c_ is- c-nc c-Ic-gre-c-s of s’mm rmo o b ml i-

ty  m c -  t he- c-c- he-c- lule ’c- of ’ d omu uc -c - t i c _ supp ly, dc-mniuestic dc-’mamid , m mmc d e -xpc -crt demand, Stoo r-
ac_c- tc coc lli lic-s the’ e’il’e-c ’ts of ’ supp ly mm c d clc -nc mo ncd fluctuations , It t- c - -ns’c-s t he’ use- f ij i
lii nce’t i , onc cut ’ re-oi l loc ’mmt iucg gr m minc f ’ nc c m cc ye’mons cu t’ re- lo o t is - c - - mubuncd m,onc_ ’c - o mu c d lo ec - c - price’s to
y e-muo ’c- of ne- latic -’ e- sc ’o mn c _ ity amud hugh pri ce- s. It mc - mutt -u benuet icioul too both produc -’e-rs o m i cd

cem ncsuncce -ns be-coeuse it t rm mns f brmc -cs gm’ai lc vm ulued at a low price - inc mm pc-r ood of ’ re lative
abumc-dance- into gnmu inc voo lue’d at mu higl’m price iii mo per iod of ’ re’ lm o t i c - ’ o’ c - cou rc ’ m t y, The
essenct imo l eccorcom ic ’ c--ontribu t ieun of’ gra in storage mc - the- s t o mb m ln zmm i ion of ’ gra in price-s
This ceumutributuom u c’mu n c- be mcic-misure d by the reductiomc inc the- vm mni m u ncce c-if ’ g rm umi c price-
f luet uat ions. Pr o c - c ’  c - tmm b i l m tv  provides supply ‘‘se-c--unity’’ tci grmm in unucporte-r s inc the-
se-nc-c t hmot price’ stmu bi litv reduces the- risk of’ hugh grain price-c - squee’/m ncg poor c ootc
surn e’rc- o)Ut of t ice market on’ driving e-xporting counct nie-s to incpccsc’ export c’c-mn itro ls
Ac - c - unccimc - g th mmt pric -’ o ute- storage’ num ,unkc-ts are co ncpet utmv e’ , private- s tce nc ’ rs comic be-
e-xp -cte-d 0cc produce- the sociall y de-sirm oble- levels ot’ gra imc- c- to nmmg e and price’ stoob u lut y
mis protc’ct ic-mn for grain c_consumers mmm cd produce-rs , The l in c mte d c-v id cn ’ic’e’ ti c -o ut mc - av m mi I~
able sugge’sts thmu t the private U.S gr0oin’m c-torouge- ncankc-t is icighl y c_c-cncc - pt’tutive
PrivmcU- storage e ’ l im incme tc- c - some- price’ f luctuatio o mcs , but some- re’nii meuic A lt icciug ic nc-ore-
stability cd gnmcin prices c-c-’ould be- be-ne-f ic_ imo l, bc-cause price’ s lmobil ity is an eco icc - u icc - ic
good, t he’ benef its out ’ addit iouc-al storage- accruimc-g directl y to gnomi m c cc -mnc sunc c ’rs amid
producers wemuld be- outweighed by t he increoose’d costs of ’ stoenmu ge ’ .

E1c- iwe’ve-m ’, t he’ private stonmuge nc-morke ’ t neglects ruc- mnn cm ur- ke ’ t h oc_ to u rs misc-ox-mated

w ith imcte - rnm m ticcn u m ol diplomm utic mind domestic peuliticool objec’I so ’s , incc ’ luc - Im mc g Ihe’ pros- i-
c-ion of’ food omid , Increased US. grain stockpiling mmuy iost&’r I ~S e l mplmu m c m mm l mc ’ mm m c m l

noo de- objectives in- c the- EC, t lce’ LI)( s , the- Souy iet 1 °nion , Jmmpmon o omnud e-Ise-whc rc-’, U.S
Govern me-nil i ntc ’rve ’nct ion-c in pn ivm mt e’ c-I cmr mm gc -- manku-t s is c - e ’o ’ m u mit- j ust ul ie d tou t he- e ’xt em cl

t hmut these- l~oc ’looi’ s m ot e’ nceglecte’d by ti -ce— prms ’ate- nuc -murkc-t , c - \l s oo , nu c c ’rc’mm se-c -l st o u u kp i l i n ’mg
mun i d price ’ st mmh i l i tv nimoy ne-due-c-- c - oust Iv do uuuce st mc l’uncct uo or u s me ncot m ig groem i c produce-r i- c ,
( ‘ 0 omusufl )e- ns , 0 ni(I gocs ’ e ’nnc nuc-tit . While- c_co ve-rn n ue-nct in tc ’ ns ’ c ’ mct n (u mc inc ( c n us - mute- ‘—I o onmm ge

ncuourke-ts ~ua~ se-c- k to ) m u c ’c ’o ou nct b r  t he-sc-- n-co mu ncmmrkc t bmc-’Icurs , it mc - c’om mcs i dc--ne’d too  ic--
just itic-d o ) nclv o f ’  it mu c_ hi e s’ c’ c- t he- ombj e-e’t ives Ic-c-s e-xpensivelv I icmmnc m m l t c ’ r nm m t i c - c ’  ncce - m m su re - s
arid if ’ m mt lmm imc ing the- obje-cI is -c-s is v,-ccrt h the- c ’,mc - t - I lowe-ye-n , g oc c _ o ’ nmcncc e- m i t  m ncte-rs - c -u ct ecunu
tem inc_ ne-misc- tout’ Ii’, o’,c- mc c-a ke- I he- p nc -mt ec’t iem mc- cut ’ c _ m c i mc c ’e cmcsu mime ’ n- i ’ m  mm cc l p m’od uc c m ’s f ‘re c uuc
pnic’c ’ f luc’tuo mI iencs , to e’onc hmut in ul lm m tio ou c , ocr to muc ’c- ’ouunut f ior mmmcv d uf k-n ’e -t ul m mm l he-I c - c - i-c -nc
pn iy m m te - mumud s cc c -’ i mml lv d -sirable- dise’ciuucl route ’ s is c ’cmr cs u d e- re ’ eI c - m nc l usl  ufi e ’d

We ’ b ume s ’ e ’ t r ied toe l i m e - e ms the ’ d ms o ’ om ss uccnu of ’ mt ic ’ n’c -m is e d 11,5 g r , e m no  toe o ’ k i mml i m og  ( c ml
s e ’ vc - rmm l ( imur mcn u uo ’ l e-r s tho mt mupp em mn I c c he’ c - c - s m u t  u m ol nn u l t i nuc oole ’  peelm c ’y o hc ’ c ’ i s mou t ms ar id that
comm - c be- suh,je c_ te - d teu c-conconuic u to m m l v s i s  First , m mli c -st i m u c m i t c -  ou t t bce-  rm-se e urc ’e ’ c ’c m s t cu t
ohtmminin g addit i oc n c o m l (ur ic_ c- c - lm m l c m l i t v  c _ muo n ice uc-c’ l ’c-n l iii cl ( - t ( ’ r nnuiml n nmg l ice ’  o m no e omin t  ee l

imuc_ reoms e’ e I steuckp ilimig de-s i rmeble- lion’ m m t t o e m t i i lc g m c o c m c m c c m o r k c l  co lm) e -c ’ I i c - c ’ ’—
i’;~~it - I incg st udio ’s do n mci I t o  us con - c h int- I u mur amu c e ’ tm ’ n ; rmm tb o u ’ r  l i ce - c -  e ’ X , O u u u i t i e ’  t ime-  o l e - c - m m

01 1)11’ c - o / e’ oil ‘— 1000 k m u ( i ( cu’ d i c c iiiul g lice’ ‘_ i m b o l e’ c t  inc Ic - c - em wm m~’ o-c- ( ) bie’ m i j e ( ocoo m lo ’iu m cme- c ’ bumm i cu e ’ me l l v
o ’ mu lc ’ui loU c ’ ’ — t ice ’ j on’ cu io ;mi u u l n t v  I i u mmb ‘ I e e e  ( m i le ’ — mci c - u c _ ic - e ’ no  s e/ u ’  c-c - ill hoe ’ mimI c ’  t o o  ‘ , l i c - ~ ’ t  slic cr li m mll
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devimutions inc pnemdu c ’t nc mrc . This apprommc-’h hoot- m e l t - c c  he-c-nc uso-d boo c ’ oo lc ’u Imu l c- c- tac k Ic ’ c - ’ m- Is
t hat would no-su it from governnce rct-cuwne-d c- t c - m c k progrm muccs w itic m mhte- rnco o tmc - ’ e ‘ct o cc - ’k

muc--curuc - ulmotic mmu muriel n-c-Ic-muse ’ price-c - This me ( u p m ’ mcm i c ’h ob oe’— Ic - oct (ct’ co vmc - l o ’ nu oe -o m moo ncg tu l mucli ur-
numot icm n i ic-un peul nc v nuco m ki m ug because- It m oo - c _ Ic - c -- Is 1 hue ’ (om ’ o’c - e’nc e ’c- ‘o f p - s o l o ’  c-o ‘i - l o o t  s t o  or m u g e ’

mund c - co hon hmo m— n mo u b ioc e’nc- dir e—et c-c - I mit c m o s  c-sb c_mi t d u g  mi ce ’  o o - ’ - o c u i  b o o ’  o ’e o c - I  out c - u ddut o ( c n mm m l  4
st mcb i Iot ~ l’lic-’ se-co mic -c l mmppromm c ’ h we-i c_ icc - the- c’ t u ncc - umnce ’ r ’ me mo u l (erocc - bc. m ( - c ’ r bc-t ic- l i lt - m m m c m l  m ’oot - t t-

Inc-inc stoc’ k pu lm mc g ‘l”hc- re-suIts t’romnu u suc h nccm de-Is dci h o ot proc- ic - b e- e ” t i b u c - , m b e ’ c- c-d ’ the-
d e—sm romb lc— c_o oc - ’en ’bi u n oc ’ u ut  ‘- mI m i c - k he’comuse the— t uo meo l o -li — c t - s c - n i l  i mu l t ~’ n u i o  o o b o l c -s i o mit ‘-c -b ook Ic- c - c —b
t he- pm ’ mvm n t c - ’  c - o ’c ’ Io on ’ coon he- e- x pe-c’ted t o o  hoo l c - l , I ’ b uc ’  fion ’ I iuc ’ o u mc umm c g R,mn im l (omu ( u c- t ’  by Km ’e- l , ’n

su ncnum unuze — d o n this re-pomrt modif ies I ho t - sc- c ’oc nc d m m( m p r o omuc ’ ic inc ‘ ‘c - d c-n tee e ’ xmmmmou n ce -  t In-
siniulouted c - Ioo t ’m ige’ behavior c-if ’ pnis ’mmte ’ t - b oo n ’c ’ n’s ou (ue ’t ’ o m lm nc c _ ei mi o lc’n’ c - ml le - u ’ nuoe t  c c - u -  c _ c c - i - u  no

ment storoige- subsidme ’s.
Keele— m- ’s sinuplified and preli mi m cm un ’y mode-I , b moise ’ c - I ommc (e n 0010’ m ’ b’’bf P07~° I 

- S c-c- ice-mo n
mar kets , c-uggc-s tc- that private sto)re’rs c_ m i m i he- cxpe ’ c tee l t o m mu ll c - m c - c - c-s he- mi t c _ ro m e ’ s  t o o

f luctuate wi th a lc-cn ig- rurc standmurd devioitie)n ot ’S.7~ ~ue-r bushe l mur o uu noel m m nm ,msscm io oc - o f

mean pn ic-e cot S~ . 5() per bushel , Gove’rnnucemut comuld c ’ S (i c-c l to o  r c - c l o m m c -  be i— c - t o incdm m rd
devimition by 15 per c_er ct to $6 1 pen bushel with mu S 15 subsid y pe-r i u uc - l c e ’ l on c _ m m r r~ ooc -

en sto ic_ ks mit mon expected cost of’ $34 nic- illioru pc-n ye- o ur o n  g ou v e- r n i mu u c- mu l c o e m m l c l  c - x pe -c - ’t
to n-c- due-c- t Icc’ standard deviatiomu by 39 pc-re-c--nt teu S -1-I per Iuuc-tce ’ i wi l li mo S :o ( per
bushel subsidy on c_ monryover stocks at mmmc - expected c_ iusl out ’  SI~

( ) n cci l l i mu mu ~oc’r ve-mor
These subsidy leve ls are only illustrative, Kc-e-le r ’s wee r k sic-oculd be’ ne-limied muuccl
extended in future re-se-munch ,

The second key pmmnarneter is the- rate- out which gocvc-rnc nce- n ut -e ic - c -’ mce ’ d g n m uu n c c - t ac _ kc -
would substitute flmon amud replacer privat -Iy owne’d c - b o c o,’ks ‘I’ icnc - nm ul c - - wc - mu ld depend
on whethe-r on not government stockholdimug mc - procl Itombl o’ in blue ’ Ioc ncg rumc. No prev i-
ous stu die-s c-xocm ine this tradeof!~ and we’ cutler nou cc - I i muo m ub o’ s On ly  c - Otoc _ e ’  I F-~72 icme s ’ c ’
i_ IS. Gove’rnncc-nu l c - l e o c’ kc- bee-n low e’nough ten c_is - c ’ p r mv mm lu - s l cenmi g o ’ lice- rc ’ c - ime c t c si b i l i tv
for Icoc lding grocinu steucks to ocrb it rooge- be’tsc -’e-e-n u pc- niccd c- ccl ’ le cc - c - ’ m omc e l Ii c_ ic (in c-c-c - , munc - d m m
fi’w more ve-murs m i umm y he- rcquir e-d he-f’ccrc - lice pnis ’mmf e- mcc m m r kc ’ I  mmd j i m s lt - leo tic - ic - t ic-c - s
respemnsibi I its’ -

Uoweve-r, t he- c -nbc - i it ut ie cnc oc t g oc ve-m - mctcc e- n cl limm’ ~m m’ms ’ mmI e -  c-b ock c -  c mumu he m mc -’ o c u de-el Icc -

subsmd c/ing tic -c ’ private ’ c-e-c - ’tour to ) hold inc ’n ’e- moc - e ’d c--I m c c - k ’- rout he-n I boom mm hu~ mem o - cm nun uloet i ucg
mu gc)Vc rn me- nt—owne d stockpile. Th e- om l te -nncmut ive  c - c - o iv t -  m o sc - b om - bo ~m ni c -  mi le-  s t c e t ’ u ’ t ’ s mcc omv
be- suhsidizc-d , m m nc - c -l lice ’ c ’ occ - l c -  mind be-ne- h Is oi l e -mmc ’h, she e mul ol ice ’ u- x (u l com ’u -o l no future’

resc-arc -’h. Ke-e-ler ’s c - o t uc u t mmtio ui cs e - xmm rn uncc - i~’ hm mt mc - (ot’ oe l iomhl c -  mc c cl  11 cc-  ‘ i cems l ‘ t i e -m i ic - - i’
oh ’ stcu u’ omgc - subsidy lion’ c- toch i l i’i,ing grmu in b c - m o ot-

‘(‘he— dmc - In n i’co n t mo u m c bu ,c- - c-w iuic — I’m s ’ mun ’ mooo m c - gn’muin c c _ cc tcc - Lnm c c i tog  mmm c c l ~o m ’ oc - l imc ’ ou o g  e ’o o o m m o l ;  u’s mmmc l
c- c- c - loot ’ s c-ho m e- lice’ iuc-muc ’ tit c- f’roc ncc I he i u o m ’n ’ e ’ muc - e’ob j o n ’ u o ’ c ’ ‘—I - o ‘i b i d  ii c o o  t h u — n c  ‘ c _ c u  0 mo g l i c e ’
eeu ncc ’ I c - n simc n u Ilimol t ic - c-sc- he-t ie - f its inc the- i c _ c _ c -u- c _ mo b ’ crc’ o ’ spec’to-ol t o o  lee ’ Ic ’s—- t ( cm m mc l ic e ’
st ou rmu ge - ( ‘00 5 15 0 n cco c v inc l I n e-m o e - c -  heuw l ice ’  ‘ o c t - I ’— oil ’ m m m c u nc le ’ m ’ t omu l  u oc ncm u l Ic - co c oon ’ o b nnc met u t - I  gn’ m c o u i
c - tecc k~ui I i m ug c - v—lu- t i c  c - h o , mnl o l  he shomne-u l mm m c cl  b u o , sc - c- ’ men ’ c , oo i — o b o o t u m u - ’c - t nc ’  I’ S i c _ e n — c _ c -  m u m ’ e ’
l i ke - I c - ’  t i c  n c - m c i -I Io u i~ S g n’ mmnnc  st o oe -L p ul nm ig ‘l’ ic m c - m b i s b  r ’ ml u tmt 10m m m t - I  bce-  Ihcn ’ ol (o , ot ’ m o n b o m ’ be ’ t l) cme l -

f ’ncm n cc cu o r J i e ’ t ’ ’— ( i u ’ t ’b y e - , m mp(X ’ mm n s u-sc - c-nil mcI l ee  j mee li c ’c- of o’i ’ O t - ic obO s

~\II hec ti c_ic n e c  (en ’ e ’ s ’ moo uu s m emcmu lv —e ’ s lo i s , ’  o - x m m m u i  0 mm c cl ~o ne- o ’ ns c- lc - I b o o s  cl isl n ’o i cc u l  0,0mm , o ’ m ’ e e m e c o

noc ic - Ic - i umuvo- o le - n i cc u m i st n’ mc b c o b  - lion mm gc -m u’ rme l c u - _ i ’  i mm c-c- l i me - bc n mu mmm he - I c -  on ’ ’’ c ’oe uum t oe-I t i c -  e ’ , I icc - el

l ice- ncc ’I mu gg ru- go ite’ lie-tic-fit mmo’ c ’rt nmncg le o e - uc l cs u n uoe- t ’ — mmm c c l ~c m ’ o e c b o n e ’c ’ n ’ c- I n 0 0 0 0 0  b ,-~b oi ~’.’~b b O b  em - c ’

s ’ mem’mm i nuo ’ e - inc mm poirt ic c-m im e r m n mork c -t is iun ’ c u t c com ’ t i e o mcmm l b c  tic - u- rc’olimo t ‘ out i n c let - Ic -c- c - , c r o m m n u o ’ c ’
m m m d t icc ’ c - ion ic c o b  11 c c - ‘‘ pt ’mm ’ e r’e ’ s j c ee n i suve - t oe ’ ’ -_ o-c- ’ ’  ° n i c e -n — — c ’ s l o i p e ’  0 mt I he’ o b c ’ o o t , m o o o b  m mmii i su u~i~cI c -
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C o _ i

se-he’d u ic-c - Tic us, rica t h o - m s  m m m c-c- ii mc’ Ii t iou’ t- u pp lc - ’ m m ml dde  -ni ou ncd sc_he’d c-i Ic-—c - mere- re-la t i c - u- I s
f lout be -mie- h it ui i occ - t l’m’ oo m uc s t c - u im i l i ,’ om t io mn i ccl ’ c _ ro u i m n (in - ic - c ’ s ~\ It - oo , t lue ’ sh ine ’  o ut ’ lice ’ bee-n e- fits
gc -m inc g tom m ’ mec ’ hc supp ly our c - l e ’ m m oo m mc cl s -c ’toun ’ w i ll he’ c _n -mule-u t lc c- m Uo n’ ,’ t hmmt (c m’mc ’ e— fl ue- i 0 mm
t n ou tcs out - i c - c ’  ciut o)l c- Up~ily omm ’ de ’ m c co ou cd umc c-’ e- n ’ tm o i u c ts  iu c t icoot sc-c - loon ’  mimic - I I lie ’ t i c - u t t e r  us th mol
sc-c--I co n ’s stmp ~iIc - ’ c o n  ok- nc m mmc el c-c_ icc ’du le- Tiuuc- , ncc oost } uu ’ u ie ’ I i t s  m ot e’ li k c’Ic - too mum ’c ruo ’ to

lien - c-n c _mm e - cc nos mm m u c e ’ n ’ c -, Ic - -c - s tom i_ I S  pn’ouduc,’e’ nt - , mimic - i om i t - I  boo V S c-’ o u t o s c u b u c m ’ m ’m” ‘[‘hums result
mo s sumucc ’ s t iuo mt mi coo sl oi l  the- mc c o o n ’ kc - t umcc ’ c-m ’ t m uu u c tc -  0 cm - ic- u’s in lice- t o S o ’ x~ueo rt c- be ’ r ccm m ncd
-mc ’ hct-du le , s c - o t ic- suo u cce ’ omn ’ ms m nc c _ inc m m 1 5 s oo I o l i I\ sc- he-d ole— t i o o u l  is niocl ( m o t t o - c _ b  Iv mncc -l m m c - t uc
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