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THE ECONOMICS OF POSSIBLE FOOD RESERVE SYSTEMS AND THETR-REEATI
COMMERCTAL MARKETS »

by
. ';’; ' : i'il | Anthony S. Rojko 1/

For many years the United States has implemented farm programe
Whieh have»reeglted.in food and feed grain sutplpses. The decade 5.
bffthe 15508 was a petiod offlarge grain stdck hniiduup,: Iﬁ the- early
sixties, these programs were successfully modified to diecourage -
further stock buildmup and to facilitate stock draw down.? After major
exporting»eOunttiee expanded output sharply in the late siXties, stocks o
ekpanded egaingh But.production shortfalls in the:USSRvin‘i972vand' |
other‘parts of the world,‘particularly South Asia 1972'end including:
the United States in 1974 further depleted stockq to the lowest 1eve1

~in 22 years. To the extent that annual consumption depends on production
of that year, this hes resulted in a period of uncertainty about |
food suppliee and high food priceq. One of the key issues that has ‘.j: *
emerged from the situation is whether future programs should provide
ifor the accumulation and maintenance of specific stock levels.n'

Should stock accumulation and maintenance be left mainly to
existing market-institntions or should other possibilities be explored
and developed” If public or International programs are chosen,
how could they be used along with other supplv-managementVprograms ,
already at hand to insure some element of stability in narket prices‘

and supply availability? Such issues gave rise to the»feCus"of this paper., R
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1/ FDCD Economic Research Service.

NOTE° Acknowledgments, footnotes, and source materials do not appear in
this working draft but will appear in the final paper.

The views expressed here are those of the author»and should not be.
interpreted as necessarily representing those of USDA.
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_frood Reserve System Defined

The definition of a food reserve system used in this paper is‘Viim;:'*:”%
blimited to. the food- feed livestock sector and concerned primarily{:i
‘with the modus operandi of : commodity marketing,. While emphasis‘

is on grain,an effort is made to provide for ‘the impact of the

flexible feed relationship between grain and livestock Stock levels, t"b
"gas determined by the short -term supply and demand situation and ;v“.
‘longer—term policies are considered to be the key elements of the

;systems discussed below.

Objective of Paper

S The objective of this paper is to describe and evaluate alter—

' native food reserve systems in the context of a number of different

| food policy goals.‘ ‘While some of the policy goals in question are :
identified rno attempt is made to arrange the order of priorities.
Since the goals themselves may be contradictory,'the relative weight
i‘igiven to each - goal ultimately decides which food reserve system‘tf
is preferable.: For‘example, if price stability is paramount, aial.
‘very rigid system might be chosen. If, on the other hand, priceef'
variability s desired 80 as to be a resource allocater, ‘a systemb:'

that permits price flexibility would be chosen. e

The objectiVe of this paper is to explore basic relationships that can?»f :

provide a framework for evaluating alternative systems, given the
goals, not to. advocate particular policy goals or. particular food
.reserve systems.. Also, it is the intent of this paper to provide a fv
sound basis for policy decision making without confusing systems 1h?&:

‘operations with systems objectives.




,4;speculators, consumers, and ‘the general public. In real life a

Are the Goals of a Food System Conflicing7

A food reserve system, or more precisely a commodity marketing |

"framework can continue in effect only 1if it meets the needs and furthersﬂ;f:uf

'the goals of the major sectots of the economy'. In a very broad sense, ;u,"' v

va food reserve system has to be tailored in some optimum fashion to

B apparent contradictory goals of the producers processers, traders,

'precise definition of each sector's goals may not be possible nor is each”;g?f’

:A-.sector necessarily neatly or. homogenously defined. But the most

- if only to. define areas of mutual interest or conflictlu

obvious objectives of each may differ enough to warrant discussion e

’éThe goals listedy’ﬁflf;

here are discussed later.

A, fProducing_Sector. C PEADEIE RN - :
... St¥ong prices and/or increasin lnet farm,yncome
: :2. Assurance against production and price shortfalls

- Bs _Processing Sector: ' :
PR e T Stable and/or. increasing processing margins'*
' - 2. Price stability and. price certainty L
Dk 3.r Large volume . . . L i

",;C.p}lrede Sector -
1. Large volume - IR ORI
‘2.: Some price variability BRI L (

D. lSpeculative Sector" .
© 1. 'Price instability
_ 2 Large volume

E. Consuming “Sector:
1. Certainty of food supplies
C 2.0 Low -and. stable prices

F.. Public Sector ’ SR SRR I
- 1., Certainty of food supplies (including production) to
" meet food commitments at home and. abroad :
2.7 Price certainty : e T
3. Price variability




At first glance, the listing suggests that price stability goals
_are common to most sectors and should consequently be high on the |
. priority list._ But closer inspection indicates that price variability--hl{?l
or price fluctuation within a defined range--may also be high on the
1ist: as a. goal itself and as an acceptable proxy in many cases for ( o
fprice stability.‘ For example any food reserve system that would prevent‘l"i
- prices. from following much below long-run equilibrium levels but did o
" not interfere with price rises where supplies are tight would meet the
.pricing goals of the producing, trade, public and “to" a more g -
: vlimited'extent‘rprocessing sectors., Of course in each of these k;ﬁf

. sectors price goals would be tied directly to key farm income, trade

- fvolume, processing margin and public resource reallocation goals.

The prime processing margin concern of the processing sector is
self-evident providéa this sector is concerned only with the sale of}l
'services. The goals of the trade sector are harder to: define.lfgsfip lH
a sector providing marketing services, large volume and relative T
price stability would appear to be logical goals particularly if
traders can be distinguished from speculators. ! u

But a11 of the these sectors, particularly the trade sector ”may";iifl'
be interested in enhancing their profit position through speculation. e
,'Large profits and losses are only possible in a setting of price
variability. dv The speculative sector can in turn perform a valuable"‘

function by pointing up resource rea]location needs.

_Nature of Food Reserve Systems

Analysis of all of the food systems treated in this paper

f: centers on two key questions'v (1) Who are the decisionlmakers’




. ,of governments and private sectors sharing the decisicn'ma in

and (2) In what institutional setting are decisions made?‘:Eac )
different combination of a decision maker and an institntional settA:J
”ndefines a separate food reserve system.‘ As will be seen later the number

v"of combinations possible is large. However, this discus‘ion is

:vlimited to identifying and evaluating only some. systems._}fffﬁlffr'f
’ In the area of defining decision makers there are feur basic
' possibilities~ (1) Private firmq (national, multi-national and

7quasi—pub1ic) make all the decisions: (2) A hoard or: group composed v

of representativas of the puhlic and private sector makes all decisions,usff;1;3

‘(3) Government makes all the direct decisions, and (4) Some combination:';@'iffa

_process.{ For‘example, a government board might negotiat 'a11‘

, between countries while ell sales to private interests would be "ff” 2

transacted by private firms."v‘“”

The institutionnl setting in which decisions are made can takevon:;_,.

several forms~

“~,1);;’Food reeerve systems can operate in unilater

Ji”or multilateral international setting.éwSohfarn,nzthe‘area

,‘,of agricultural trade the United States has tended to'ma e:fﬁeii:g::

H"imore unilateral decisione, though ‘many of thes‘ past
idecisione were made recognizing the likelyiiecisions.‘
of the other countries involved For examplfA

;,,exporters (United States, Canada and Australia)ihave takenefi,iEH‘“

into account the likely action of the other m jor exporters SRR
in their evaluation of a prospective coarse

the other hand the International Grains Arrangement of a

few years ago and the lnternational Wheat Agreement ar""




multilateral efforts. )

'fl?)e“iFood reserve systems can operate within the context of

: "twidely differing government programs. A specific governmentlffsﬁgg f;

f‘program which supports prices at certain levels or sets ?*fl,»:'”

- specific objectives as to storage levels both with respect _{f,fffl E

*to the accumulation of stocks and disposal of stocks is a
b'g¢;setting quite different from one in which no . direct

goVernment program exist.

3)”"Food reserve systems can also operate in a context of :j- t;:f; |

'ff_‘comprehe“91ve1y defined governmental rules and regulations

Ceor in a context of general regulations leaving considerable ff}f':‘”

‘ latitude for private firm decision making.rl,ﬂil}'
Traditionally, when it comes to operation of an economic system,v
 we. have aVOided multinational approaches at least partially due to the
belief that the competitive strength of the United States would insurevdvv
better reaults than a negotiated arrangement.'iff;j »I .,,
. Traditionally, we have also tended to associate broad latititudevf}vv
on the part of private interests with the free enterprise system and |

more comprehensively defined regulations with government controls. It;”‘

' should be noted that regulation under the puise of proﬁ cting the freefl

' enterprise syatem ‘can stifle or result in’ largely ineffective decisionflf"l

: ‘making. SPeCif10311Y, 1t ShOUld be possible to formulate the two to a}li;

set of regulations that would achieve the ~same. objective as a very g
‘explicit government program takinp direct action. -

Qperational Strategies

Several operational strategies are available for use in managing




the level and distribution of market suppliese They aret

' j(I)."Adjusting grein production (expanding or contrecting)a'i’"i“ﬁﬁh';xih

(2)J,Adjusting international grain trade" |
'.‘i( ) Inducing or inhibiting exports (use of quotas;v :
: d embargoee, cﬂlendars) B T
z(h)' Inducing or inhibiting imports
;;jfjjgfnaintaining contingency graid reserve stocks ;pwfgp_’”
‘:(4) 'Adjusting international trade in livestock products r_i‘_f'ijh
In the area. of production ad1ustment, short term supply mansgement

is possible due to the substituability of feed grain and wheat for [

‘>1both feed and production, nd to the difference in hemispheric plantingfrpu.

seasons;: For example in the United States, in September when

—v the size of the corn crop is known; adjustments can be made in area

‘ planted to winter wheat and barley due for harvesting the following
June—-the ninth month of the feed grain marketing year.. On a world l::
'basis, the planting dates in the southern hemisphere differ widely e
fenough from those in the northern hemisphere to allow for sizeable -
increases or decreases in wheat and coarse grain production in the j;f'
‘second half of the marketing year Production adjustments however,.;‘
are generelly a cumbersome way of stabilizing supplies and market R
bprices. :

The case for export controls needs no further elaboration._ Export

embargoes are the extreme form of export quotas designed to completely .;f“»'

cut off the flow of exports in periods of tight supply. Since an. .‘
embergo 1s & drastic action with international repercussions, it .

should be used only as a 1ast resort after other strategies have :



failed

Contingency stocks, for example, can be used with greater i
precision and immediatly to raise or lower market supplies and AR
‘:thereby stabilize prices.A In the case of extreme fluctuations of crop‘;hlafgih
output or export demand a great advantage of a contingency reserve '
‘,stock is its immediate availabilicy as a solution to market shortages.fiikvisrf

'A disadvantage is the cost of holding such stocks, cost of storage T

'\?f#and investment in inventory. R S R e

Little needs to be said of adjusting 1ivestock feeding as a
‘lifmeans of managing supplies, feeding adjustments in the United States B

. this past year served much the same purpose as actual stocks held in

o nreserve in previous years.

:The Economics Involved e

5 ﬁThe major economic components of a food reserve system include ?‘;
“:fproduction, consumption, trade, stock, price, and cost variables.; All s;oﬁ, .
may be incorporated into a system of equations quantifying inter—f:ffg,-
._relationships. Quantifying the interrelationships tying the food-feed—f
‘livestock sectors together is complex enough to make modeling
| difficult if not impossible.' Professor Labys has ably surveyed M
efforts in thiS‘area. However, tvo characteristics of the commodity ,fxlﬁ
markets should be reaffirmed. First, direct food demand for farm :,~'
,commodities tends to be inelastic in general and particularly 80 ffﬁ:’

o the shorter the time period involved Second, supplies available

in any one crop year are relatively fired. Thus, relatively sma11413,5h

: changes in supply in a relatively fixed period can result in large
‘changes in price » Therefore, when market supplies continue at near 'f f’ﬁ

;normal levels from one year to the next, prices remain relatively



otable ‘even in the absence of government programs. However, cyclical
, over-production and random production shortfalls have punctuated
periods of - normal production levels and introduced periods of price Y

instability in the past and probably will continue to ‘do so. f‘d“ :

While evaluating the impact on prices nsing conventional supply;wfy;*f'”

,and demand interrelationships may be satisfactory in normal or near ff_”ll
lvnormal aituations, analyais baeed on these same relationships provesifg7
Nc‘nadequate when supplies are tighr. This paper will attempt to show‘l -
.-that the key relationship applicable in both the normal and abnormaITr'
supply situations is that current price related to antieipated ending ‘
‘stocks of grain. The paper attempts to: demonstrate the importance e
of this relationship in evaluating the different food reserve systems
»and their relationshipa to commodity markets. f“ - :»H

| The anticipated level of ending stocks serVes as the single
most important summary indicator of a commodity supply and demand
situation at any period in the marketing year.v Comparison of previous
ending atock levels with anticipated ending stocks indicates the p;fT
anticipated change in the aupply—demand balance, which is particularly
' critical in years of short supply Thus, it is logical to expect the cu
food»feed»livestock marketing system to find this single indicator if"jv
used in conjunction with their expectations about the following year sn

crop essential in deciding to: sell or to hold grain (farmer), to

buy or. obtain commitments for future use (proceesor and importer),

and to buy, to sell and how much to set aside for future sales (traders).‘” |

The right decision ‘comes. eastler as more is known about the amount l”y;

of grain that will be available at the cloae of the marketing season



| ;;{regulation and the country is. basically a cereals economy.k Without

o and the size of the new. crop that will replenish the bin .7

‘ Figure I depicts the nature of the price-anticipa d. stock relation

- ship under several different assumptions, In each of t»e'charts, th_

‘expected price in the following year is assumed to be the_ ame

;shows the expected demand for ending stocks in a food reserve sys,,i

.fin which private firms make decisions ‘under a system of minimf"

~.fjfoteign trade. the stock demand function could he expected to be steep.i,;

b-,'The amount of stocks held by private firms at any point in time would

differ Very little from the leVel of working stocks if the market

':market prices are.. °°“Siderably below the prices anticipated ”ffr f..’:._ e

"’the following year.x Thus, considerable price fluctuations could o

be expected from production shortfalls unless the country s shortfall

S could be offset by imports from the world market. ci;ie"f;=.;ﬁ;.i o

k»" Figure 1B depicts a system in which the Government underwrites

»»a producer price level and maintains minimum price levelsiinfperiods

’of surplus supplies through direct purchases."‘As the market>price»‘(ﬁ
bﬁPPYOBChes the price from above, the slope of the curve becomes flat.b

It will stay that way as stocks. accumulate but then will begin to ;?'&}

. fall again as stocks reach large levels and become a’ price depressing :

force on the market If the target price remains above normal equilibrium &

price in a series of "good" years, an otherwise extremely expensive




grein marketing progrem ‘can be bailed out only by periodi droughts &
or by some other unusual short supply circumstance.‘ Such wae the
case in the United States from 1950 to 1972o Of course, if a shortfall

occurs before stooks cen be accumulated as has been the ca;e 1

‘of stocks. When Government holds stocks it is possible that h ‘

escalation as SpeouletiVe demand comesinto play. o

Now, suppose we superimpose livestock eoonomy on'”he food &1g3 o N

‘ ptices would not rise as much as they would haveiin the ‘absence - of the

livestock economy.f This is tantamount to a shift‘in the _ mand'stock

function to thegleft., It reduces the critical level of stocks to S3 as_“:?7 =

food users feel onfident that the livestock sector will adjust if tffﬁ;ifl’ﬂ -

necessary. This is what happened in the ﬁnited States in'ohe 1974

crop year vhen feed use dropped by about 33 million metrycjtons andlv‘?flffl“c

" in the USSR during the two droughts in the mid 19603.ﬁ As a result

of this domestic livestock feedinp edjustment, the impact of Soviet

shortfalls in the 19603 was much less than the impact inv\‘

the USSR livestook sector was not used as a’ buffer stock."When supplies

become relatively 1arge and feed becomes relatively chea‘, livestockJﬁfi’v"




' Figure I. Hypothetical Relation of Price to Anticipated Ending Stocks

Murket . R o | Md"'?eif v
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feeding will be encouraged and this tends to keep prlces higher than |
that would be expected under a simple food demand situations. Figure.l
tlD is the counterpart for 1B and shows the shift effect of the livestock
5sector under Government programs for grains. Thus,‘countries that 7'»’ :
have only a minimum,livestock 1ndustry are more dependent on-importst-7t”
to supplement their shortfalls unless they :are willing to carry 1argedt:?‘w

| contingency stocks,t In contrast, countrieq with larger grain—fed

lllivestock sectors would need smaller stocks to meet an equivalent
'v_shottfall so long as they Were willing to adjust feeding. Because of};;f

‘ the adjustments following the 1974 grain shortfall we can say that

: the v. S. consumer did give up some grain*fed livestock products and

jthe rest of the world had more grain at lower prices than would haVe.ﬂt“?

otherwise been POSsible,:”‘“ oy

P ety




,Analisis
We havecdiscnssed several world food reserVe'systems;'hNo single

analytical;system to myvknonledge has been developed to‘weigh:and, |
evaluate the many different aspects of food reserve systems; Results‘frombthree;
‘types of_analysis are presented here. The first supports the‘shortei.
term.pfice:effects;suggested by figure I. The'second looks;at_tesultsf
fromHa:igng-runvprojections‘model. The third is concerned with.resnlts‘a
ohtained from a gimulation model designed to test diffetent opetational .
strategies for:the:U;S, wheat economy by varying the purchase'priced

(loan rate) and the target price. Figures 2 and 3 show the shottfterm
i.Ptice'effects‘of levels of ending stocks for-U.S..wheat'and corn. ilheh
’ relationships are based on mult1~variatc graphic analysis. Thus, in
"the‘case of wheat, the price-stock relationship is net after taklng
into‘acconnt effects of wheat feed PL—480 shlpments, U S. commerc1a1
export demand and population growth. For course grains the.effects‘of"'
popnlation income levels, both domestic and abroad, are taken 1nto,' |
account; £In short, an attempt was made to.abstract'away from the usual
orpnotmalVSupplyrand demand effects. |

| "Aé‘éipectéd;'%hé ptice response is very lon nhen stock lenelsdare
high‘ However, prices become.very sensitive, when anticipated ending stocks
become low.: In:thehcase of wheat, the analysis'suggests that when
ending stocks reach a critical low, the response increases as suppliesh
_ tiéhten. For each change of supplies of 1 million metric tons, the price
of‘wheat couldvchange by $10 per ton. Tor corn, the ppice response of :il
84 per ton. is less because adjustments in the livestock sector dampens'
‘demandsv |

| AThe next analytical stepvwas to use ourvworld graineoilseedselipestock

"modelﬂto project supply, demand, price and trade for major’fegions



of the world. This comprehensive model incorporateé:lodé’ron eupplyrc
and demand elesticitiee and assumes normal ﬁeether.k The hodei.wés‘
asked two questions: (1) How much per metric ton w0u1d‘the‘ﬁor1drprice'v"’
level of wheat rise if some single world agency 1ncreased its contingency '
reserve level by 1 million ms tons. (2) How much of this added contingency
reserve should come from the United Statés based on supply and demand '
v;elasticitiee? -The answer, is. $0 66 (1975 dollars) per ton with 60 percent
of the additiohal tonnage reserved by the United States if all the maJorb“‘
exporters shafed the respongibility. If-the_United Stetes held all the
étocks ﬁnélaterally, the increase in world pribevlevelsfwoﬁldbbe thel
same. Wheh,the same questions were asked for coarse grains; the.increase
ianOridipriceeZWas’about'$0.30 per ton. Thus, in "good"vweather years,
vit would cost:the horid’user 30 cents bér toh'for corn aﬁd 60.cehts |
per ton for wheatT Of course thc cost to the group carrying the contingency
stocks would be the market price for stocks. ) |

ERS has some work under way:studying.the_stockhreserveiissue.:bAs
hert ofbthie'reeearch“oroject,,Jerry'A:Sharhiesoaﬁdlhodne&'L,3Wa1ker.ati;
Purdue ( j) gave devekioed’a Wheat Reserre’Stochsusimclators Mbdel.b
Sdch %modeie;ereédsefui for ereluating differeht operationalistreteéies
discussed above. It wasvused to examine a continuation of leglslatlon
similar to the present wheat 1egislation, but with laternative 1evels of
loan rates anddtarget prices for the period 1975 to 1981. Bothrthe v
bproductionvfhnctiOn and export demand function have rahdom disturhance-terms
of 300 millibn‘huehels for production and 225 million huehelsiin terme df'
stendard deviations. The concluqions reached were that there was only a
small chance that any CCC stocks would be purchased during this period

if the current $l 37 loan rate and $2. 05 target price were maintalned. They

also state "raiSing the target price increases,the prohabilitylthatb’



deficiency payments will be made and increases that expected value ofv
o deficiency payments. With ‘higher target prices, farmers income fromth'f;{f?h

wheat sales plus deficiency payments increase and are less variable L

Raising the loan rate relative to the target price 1ncreases the -{?

probability of building CCC wheat stocks, reduces price a:d income

ivariability, reduces the chance of’ being out of reserve stock}'o_v

:;’tandfreduces the xpected value of combined government costs of_deficienc}

‘ payments and CCC wheat stocks mauagement c0sts




CORN PRICE RELATED ENDIL:-;-; STOCKS
(Net effect after ehmmatmg other factors)
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~ . a setting.’

'Implications for Food Reserve Systems

The economic lessons of the last three decades touched on 1n the'x

' analysis presented above and outllned in-a number of other studies

rre-emphasizes the importance of the interrelationships :“ing the grain—v:

oilseeds—livestock sectors together. The experience in ;e‘1950s and

19603 provides a number of insights into what is likely to haipen in a

setting of large stock levels and government control Program will be

.modified 80 that gtadual adjustments do take place if supply and demand

,factors get out of balsnce. It also indicates that in spite'of the most

',sophisticated analyses available to anticipate future balances, the'7;'

- vagaries of weather and political decisions dlspel the notion that fine - |

:Ytuning is possible.'?li"

The missing link in our analysis 1s recent experience in the kind | hriit‘

: of supply respons, _e:can expect following several years of a tight

supply-demand balance and high prices. We have only the limited experience g3sfh

' of the costly adjustments)made following production expansion during

, World Wars I and II° However, the modern commercial farm sector which s

f”";produces the bulk of U S. production is highly integrated more specializediff

,_ntensive.' We de not know whether t efmodern structure{

needs a'nd&gé'for downward adjustments;' It has'always\respondedhon.the ::’"'?V

upsidee

Let us exphore the economic implications that can be inferred in suchxmwd‘z*h

(l) The knowledge of the frequency and extent of weather variability

is a pre~condition for the choice of a food reserve system.'f“ﬁﬁ' S

Progress in this area has been slow.




@

’The balance between import variability and export varlability

- for countries and for particular groups of countries is also

a key consideration. The inclusion of USSR India and possibly ‘

China into a world commodity marketing system increases the :

. frequency and the range of var iabllity 1n world 1mport demand

‘and pricesg”‘As a result the food reserve system:needs to}

counterbalance‘this impact. .

ﬂ.,that permits periods where stocks reach critically low lEVels o

q0)

ris costlyutO“final‘consumers

_Crop shortfalls ‘not compensated by adequate reserves could be

profitable to crop producers if the marketing system protected

producers from 10w price levels. - Oligopsonlstic grain traders, L

however, are likely to be the chief benefiters from such A

N developments.v:‘ o

(6)

(7)

The benefits versus costsraccruing to the livestock sector in ?
volatile versus stable prices needs to be studied | |
Because'of the time necessary for making adJustments.in the
meat.sector (depending on p031tion in the production cycle),,
windfall profits can be made but serious losses can also be
experienced, as happened tovcattle feedersathis past year.;ij

What happens in large countries such as the United States, :

USSR India and possibly China has very serious implications

for world commodities markets, particularly if each 1ntends

to use world commodity markets to solve internal policy problems.;aff

Thus,Aa food reserve system might consider special treatment for

" these.’ countries.



(8

&

- (10)

an

'If two or

three major countries that have?cons;

" on World'commodity.markets'do not assnme’the:résponsibilityga'“l{'
for stable prices, the remainlng smaller produc1ng and consuming |

countries may in self defense seek to form their own coalitlons‘”'"ﬂ

‘Frequent decline of world stock levels to critical 1eve1svincreaseuc._+
.;the profitability of speculative market manipulation.; This could
”'involve participation of multinatlonal firms or even- foreign e N
"governments. Preventing this from happening might be very difficult«{

The analysis indicates that private firms nould find it unprofit- Tﬂv

- able to carry large enough stocks for price stab 11zation unless'ff

g'they are publicly supported.: Single firms should not be expected é;

'to carry the cost without compensation._': '*’”'f' .

The overriding conclusion from the econometric part of the e

analysis seems tO faVor a food reserve system that would keep R

’ the level of commodity reserves somewhere between low critical

(12)" |

; levels and price depre331ng hlgh 1GVe13,’”““""”'

Of the systems considered here, it appears that a well regnlatedff ;f :

free enterprise system (supervised particularly with respect to

: developing prlic information about transactions of multinational

firms) could accomplish a satisfactory baiance of the goals out— 2i_’

‘ 'lined; On the other hand, systems that involve more government

control can also achieve some of the same ends The real question rnuih
is the efficiency, the information aspects and more importantly,

the responsiveness of the system to the needs of all the sectors.._:ff‘




