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Executive Summary

Public provision of food stocks has been a common feature of agricultural policy throughout history and
in various geographical contexts Asia and the Pacific, Europe, Latin America and the Caribbean, Near
East and North Africa, North America, and Sub-Saharan Africa. This is because promoting food security,
managing price risks protecting consumers, and supporting rural incomes are important social outcomes in
any country, and addressing or mitigating the effects of market failures that prevent the achievement of these
outcomes tends to be high on the public policy agenda.

While several countries had reduced or eliminated public stockholding programmes following structural
adjustment measures and market liberalization in the 1980s and 1990s, these programmes regained
momentum following the food price spikes of 2007/08. More recently, the expansion of food procurement
and distribution operations during the COVID-19 pandemic, has also brought into focus the role of public
stocks during periods of market uncertainty. Against this backdrop, the formulation and implementation of
rules related to public stockholding remain a contentious issue in the World Trade Organization (WTO)
negotiations.

Over a decade after the food price crisis of 2007/08, conditions on world markets are different today,
providing an opportunity for renewed attention to the debate. In this context, this report aims to focus
attention on the basics of public stockholding, exploring the objectives of such programmes, the policy
instruments used to achieve them, and their possible market impacts. It also synthesizes country experiences
in implementing public stockholding programmes in different regions and presents the evolution of
administered and international prices over the last decade. Finally, the study highlights the main elements
of the WTO negotiations on public stockholding for food security, and some of the issues that need to be
resolved to help achieve consensus in this area.

Objectives, policy instruments and impacts

Public stockholding programmes can aim to achieve different objectives, depending on the status of
agricultural development in the country and the ability of producers and consumers to manage food price
risks. Emergency stocks aim to reduce the vulnerability of consumers to sudden supply or food price shocks
caused by emergencies; buffer stocks aim to stabilize prices over the regular agricultural production cycle
to reduce the vulnerabilities of both consumers to price shocks and of producers to income variability; and
stocks for domestic food distribution/food aid aim to promote physical and economic access to adequate
quantities of food for certain target populations. In practice, the distinctions between different types of
stocks can be unclear, with countries attempting to achieve several objectives simultaneously.

There are three basic elements of a public stockholding programme: procurement; management; and release
of stocks. Depending on the programmess objectives, these functions are carried out or reinforced through a
combination of domestic agricultural support and trade policy measures. These include, for instance, market
price support linked to procurement of stocks; import barriers to maintain minimum procurement prices;
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Public food stocks usually complement private stocks held by farmers, processors, and traders, and also
consumers (Box 1). Countries tend to maintain one or more of three generic types of food stocks: emergency
stocks, buffer stocks, and stocks for domestic food distribution/food aid , which differ in their objectives.

Box 1. Relationship between public and private stocks

Depending on their storage capacities, farmers may hold stocks to manage production risks and to smooth
their food consumption in the face of erratic supplies and prices; processors, to meet their business needs
between one harvest period to another while hedging against price risks; and traders, for financial gain in the
expectation of higher prices in the future. Consumers may also hold significant volumes of stocks, depending
on the country, period and commaodity in question. From a public policy standpoint, the question is whether
this level of private stock is optimal, especially given the inherent uncertainties in agricultural markets. A
private trader aiming to maximize profits from seasonal price differences would not account for situations
of extreme price variability, such as those arising from significant climatic or geo-political events, thereby
underproviding storage and failing to curtail price spikes. Another issue is the potential for monopolistic
behaviour of firms that operate stocks. Moreover, in a free market, whether in the usual agricultural
production cycle or in an emergency situation, only those who have the necessary resources may acquire
food. Given the important social outcome of ensuring food security, and the risks of market failures that may
prevent the achievement of this objective, public provision of stocks remains a common policy instrument.
However, there is also a risk of public stocks crowding out private storage, exacerbating the problem that they
were designed to solve.

Source: Briones (2014), Murphy (2009), Wright (2009).

Emergency stocks aim to reduce the vulnerability of consumers to supply disruptions or food price shocks
caused by emergencies such as climatic events (droughts, floods, earthquakes etc.) or geo-political events (for
instance, wars and localized conflicts), as well as potential disruptions to international trade flows. Countries
typically maintain a certain level of stocks equivalent to one or more months worth of national consumption
to ensure access to food, targeting the neediest population groups in the event of a food shortage. In principle,
emergency stocks do not play a price stabilization function or seek to increase incomes of producers. As such,
stocks can be sourced from national producers at market prices or through imports, and the release and
distribution of stocks may be implemented through partnerships with NGOs or the private sector, as well as
directly through governments own outlets.

The primary objective of buffer stocks is to stabilize prices within the domestic market to avoid excessive
volatility. A key feature that sets buffer stocks apart from emergency stocks is that the policy focus is on both
consumers and producers. For instance, there is a recognition that the exposure of poor farmers to low and
volatile prices can undermine their incomes, livelihoods and ultimately their food security. As such, buffer
stocks aim to address price variability not only in times of emergencies linked to climatic or political events,
but also over the regular agricultural production cycle. Governments typically create a price band, i.e., arange
between which they want to keep prices, with a floor price aiming to support farmers and the ceiling price
aiming to protect consumers from price hikes. These prices can be enforced in different ways. For instance,
some countries may procure commodities only when the market price drops below the floor price, while
others may implement a pan-seasonal, pan-territorial floor price independent of the prevailing market price.



Chapter 2 - Policies for public food stockholding and their impacts

Similarly, some countries may enforce the ceiling price by releasing stocks only when market prices rise above
this ceiling, while others may set a price for the milled or processed form of the commodity, and control the
prices at each point of sale, from government warehouses to the final point of consumption.

The objective of stocks for domestic food distribution/food aid is to promote physical and economic access
to adequate quantities of food for certain target population groups, such as those suffering from chronic food
insecurity. Beneficiaries are typically targeted based on considerations of poverty levels and distance to food
markets, and food distribution is often implemented through retail outlets at subsidized prices. Such stocks
may also be used for food-based social welfare schemes such as school feeding or food-for-work programmes,
or to supply public institutions (e.g., hospitals, army). These stocks could be comprised of both domestically
procured commodities and imports.

In practice, the line between these different types of stocks can be quite ambiguous, with countries
implementing public stockholding programmes that aim to simultaneously fulfil several objectives such as
providing incentives to producers and addressing both chronic and acute food insecurity. Chapter 3 discusses
various country examples that illustrate this point.

The maintenance of public stocks involves a number of inter-linked domestic support measures, such as
market price support in the procurement of stocks, and consumer support measures in the release of stocks.
Moreover, while public stockholding programmes start out with domestic policy instruments, ensuring their
effectiveness typically requires complementary trade policy measures, such as import tariffs or quotas to
maintain the procurement prices, export restrictions to maintain low consumer prices, and export subsidies
or other export promotion measures to release stocks.

Market price support linked to the procurement of public stocks

Procurement is often done at prices set by government authorities, which can be implemented in different ways
e.g., through direct purchases by the government at the set price, or through setting an indicative minimum
price that must be adhered to by processors and traders. These purchase prices may be above, equivalent to,
or even below international market prices (further discussion on administered prices in Chapter 4).

Such procurement can help achieve legitimate domestic policy objectives of providing income support
to farmers. Even if purchases are done at prices that are in line with world market prices, by providing a
guaranteed market outlet and predictable prices, public procurement can support farm incomes by reducing
price risks, particularly for smallholder farmers if they are effectively targeted (Box 2). However, by providing
a price floor, administered prices may also provide incentives for farmers to produce larger quantities than
what they would otherwise produce. As such, assuming price transmission, procurement at administered
prices, particularly when they are above world market prices, is usually considered a form of trade-distorting
subsidy. In this discussion, however, it is important to distinguish between Market Price Support (MPS)
according to the WTO rules, which are discussed in detail in Chapter 5, and the economic concept of price
support, as introduced in Box 3.
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Export restrictions to maintain sufficient domestic supplies and low prices for consumers

To keep domestic prices low for consumers and to protect them from international price shocks, countries
may resort to export prohibitions, duties, or other export restrictions in times of short supplies or elevated
world prices. These measures were widely used during the food price spikes of 2007/08. While these policies
may help to achieve the government s objective of increasing domestic availability and containing rising prices,
such measures can also have the effect of lowering domestic producer prices below international market prices,
thereby offsetting the effects of any market price support provided to producers through the procurement of
stocks and any complementary import-restricting measures. For instance, OECD and ICRIER (2018) found
an overall negative Producer Support Estimate for India for the entire period studied (2000 to 2016), in part
due to the price-depressing effects of export prohibitions, export quotas, export duties or minimum export
prices. Pernechele, Balig and Ghins (2018) similarly noted zero or negative Nominal Rates of Protection
(NRP) for a number of commodities in their study of fourteen African countries, resulting from an erratic
policy environment in which market measures such as ad hoc export restrictions offset the positive incentives
provided to producers through public procurement programmes and other types of support.®

Export subsidies for the release of stocks and maintaining stable domestic prices

In cases where administered prices, together with import tariffs, raise domestic prices above world market
prices, producers have incentives to expand production to levels that could exceed domestic demand.
However, such surplus production cannot be sold to other countries, since the world market price is below the
domestic price. In order to release surplus production or accumulated stocks on world markets, governments
have often provided export subsidies in order to incentivize exporters to sell at lower world market prices.
This was a common policy instrument used by some countries in the past, most notably the European
Union, in connection with their market price support programmes. However, the use of export subsidies by
the European Union has been declining steadily since 2005 reaching zero in 2013, driven in part by reforms
of the CAP, which resulted in reduced food stocks and smaller exportable surpluses (FAO, 2017a). Export
subsidies, particularly when provided by large exporters, can have the effect of depressing international
prices due to higher supplies on the world market. While this can benefit consumers in net food-importing
developing countries, without receiving similar levels of government support, farmers in developing countries
can face significant challenges to compete in world and domestic markets. Export subsidies have therefore
been at the core of the WTO negotiations on export competition, resulting in the Nairobi Decision in
2015, whereby the Members agreed to eliminate export subsidies and to discipline the use of other forms of
export subsidization, including the use of food aid for surplus disposal, to avoid circumvention of the export
subsidies decision and to ensure that their trade-distorting impact will be minimized.

Since the objectives of public stockholding are often to support producers while ensuring reasonable
prices for consumers, the various policy instruments that are used can have offsetting effects. For instance,
while market price support may be useful for supporting poor producers, import tariffs, that are imposed

®  Other factors such as persistence of market inefficiencies resulting from high transportation costs and lack of
post-harvest support also contribute to negative price incentives (Pernechele, Bali¢ and Ghins, 2018; OECD and
ICRIER, 2018).
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Chapter 3 Public stockholding in practice: regional experiences

3.1. Asia and the Pacific — mainly rice and wheat

The origins of public food stockholding in many countries in South and Southeast Asia dates back to
the 1960s and 1970s, with countries aiming to manage food security threats arising from weather-related
production shocks and mitigating the risks of adopting the Green Revolution technologies of the time
(Rashid, Gulati and Cummings, 2008). While some countries such as Bangladesh and Vietnam reduced
government intervention in staple food markets during a period of liberalization in the 1980s and 1990s,
there has been a renewed policy of public stocking in Bangladesh following the 2007/08 food price crisis
(Rashid, Gulati and Cummings, 2008; European Commission, 2018). In other countries, public stocks,
particularly for rice and wheat, have been maintained since their original establishment, albeit with changing
objectives and functions. At the same time, existing cooperation agreements from the 1970s and 1980s that
established regional food reserves were revitalized (for instance, the South Asian Association for Regional
Cooperation Food Bank (SFB), in 2007, and the ASEAN-Plus-Three Emergency Rice Reserve (APTERR)
in 2011), although they achieved different levels of implementation.*
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2 The SFB was established in 2007, aiming to address some of the implementation challenges associated with the
SAARC Food Security Reserve (SFSR) (established in 1987), but it still remains to be operationalized (Rahman,
Bari and Farin, 2018). The APTERR was also established in 2011 to address the implementation challenges
of its predecessor (East Asia Emergency Rice Reserve, EAERR), and prior to that the ASEAN Food Security
Reserve (AFSR) and ASEAN Emergency Rice Reserve (AERR), which were established in 1979 (Rahman, Bari
and Farin, 2018). The APTERR additionally expanded membership to the reserve, to include China, Japan and
the Republic of Korea, which together comprise the vast majority of APTERR stocks. These stocks consist of

Earmarked Emergency Rice Reserves (consisting of specific levels of stocks that are voluntarily earmarked by each
country) and Stockpiled Emergency Rice Reserves (rice voluntarily donated to the APTERR in the form of cash
or physical stocks), with the stock release functions linked to specific forms of emergencies (www.apterr.org/fag).
Operationalization and maintenance of the reserve is facilitated by the establishment of a fund.
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3.2. Latin America and the Caribbean — mainly wheat, maize, rice and beans

In Latin America and the Caribbean (LAC) agricultural market interventions have been substantially
reduced during the 1980s and 1990s. However, since the 2007/08 global food crisis, some countries renewed
their interest in public stockholding, introducing measures to establish public grain stocks, or to support
private stock operations (Demeke et al., 2014).

For example, faced with export restrictions on wheat by main exporters and high dependency on imports to
satisfy the domestic demand, the Plurinational State of Bolivia implemented a number of measures to boost
its domestic production and replenish its stocks. Similarly, Brazil revitalized the national food supply agency
to manage food stocks for both emergency purposes and price stabilization. Likewise, in other countries
including Ecuador, state-owned enterprises have been established to oversee the procurement, storage, and
distribution/marketing operations. Other countries, including Colombia and the Dominican Republic, did
not maintain public food stocks, but subsidized storage of grains by farmers or private companies at the time
of harvest when prices are low, and subsequently releasing stocks during the lean season. Others, including
Honduras, Nicaragua and Venezuela also maintained food stocks as part of food security programmes, with
purchases from farmers and distribution of food (FAO, 2017c).

Table 2. Public stockholding programmes in selected countries in Latin America and the Caribbean

Brazil Historically, the Companhia Nacional de Abastecimento (CONAB) played an important role in
implementing a policy of stabilizing agricultural prices and guaranteeing rural incomes, but this
was phased out during a period of economic reforms in 1990s. After 2007/08, Brazil revitalized
CONAB to manage food stocks for emergency purposes and price stabilization. Purchases are
made at minimum prices, which are operationalized through different purchasing programmes
e.g., direct purchases from farmers as well as premiums paid to commercial buyers/ wholesalers
who buy at minimum prices. In addition, CONAB runs a specific programme for procuring
food from family farmers (Programa de Aquisicao de Alimentos - PAA) to build stocks and supply
safety net programmes such as school feeding schemes.

Bolivia Inboth the Plurinational State of Boliviaand Ecuador, following the 2007/08 price spikes, specific
(Plurinational agencies were established for public stockholding: the Enterprise for Support in Food Production
State of) (EMAPA) in the Plurinational State of Bolivia, and the Unidad Nacional de Almacenamiento
and Ecuador (UNA) in Ecuador (although the UNA had a predecessor Empresa Nacional de Almacenamiento

y Comercializaci n - ENAC). In both countries, grains are procured at administered prices:
in the Plurinational State of Bolivia, EMAPA pays a fair price , equivalent to the sum of the
production cost plus a margin; in Ecuador, prices are set in each marketing season, based on
similar considerations of production costs and producer margins. Both EMAPA and UNA are
also responsible for marketing of products. EMAPA for instance, transforms wheat into flour
and sells the products at fixed prices to consumers, including bakeries, through their own selling
points or other channels.

Chile COTRISA is a state-owned enterprise that is in charge of several functions related to public
stockholding, such as buying, selling, packaging, storage, transporting, distribution and trading,
aiming to improve marketing conditions of small producers. Purchases are made when domestic
prices decline, taking as a reference international prices and import costs.
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3.3. Near East and North Africa — mainly wheat

To fulfil national food security objectives, Near East and North African (NENA) countries make use of a
number of agricultural policy measures that include market price support, storage, and food distribution at
subsidized prices. However, because of the unfavourable natural endowments and resource constraints, often
leading to highly variable cereal production year-on-year, NENA countries tend to replenish their public
stocks mainly by means of imports.

For instance, Egypt, while adopting some market price support measures to help producers, became one of
the biggest wheat importers worldwide (WTO, 2018a). Similarly, Saudi Arabia, which was a net exporter in
the 1990s, made the decision to significantly limit the support to wheat production, and now relies almost
exclusively on imports for its stockpiling programme.

While these overall policy changes led to a substantial reduction in the general support to agriculture in the

region, such practices made countries of Near East and North Africa highly dependent on food imports and
therefore on international commodity markets (OECD and FAO, 2018).
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Table B.1. Administered prices in national currencies, nominal
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Countries for which data was available by marketing year

Country Commodity Units 2008/09 | 2009/10 | 2010/11
Brazil Maize BR/tonne 230.68 267.22 256.15
Wheat BR/tonne 546.67 532.86 564.66
India Paddy (Common) INR/quintal 900.00 1050.00 1000.00
Rice (Common) USD/tonne* 293.54 316.32 329.24
Wheat INR/quintal 1080.00 1100.00 2400.00
Pakistan Wheat PKR/40kg 950.00 950.00 950.00
Taﬁzgm;ed Republic of |y 12ize TZS/tonne | 316262
Countries for which data was available by marketing year
Country Commodity Units 2008 2009 2010
China Paddy (Japonica) CNY/50kg 82.00 95.00 105.00
Paddy (early Indica) CNY/50kg 77.00 90.00 93.00
Paddy (mid-to-late Indica) CNY/50kg 79.00 92.00 97.00
Rice (Japonica) CNY/tonne -
Rice (Indica) CNY/tonne -
Rice (Japonica), estimated CNY/50kg 117.14 13571 150.00
Rice (Indica), estimated CNY/50kg 111.43 130.00 135.71
Wheat CNY/tonne 1490.00 1700.00 1760.00
Ecuador Maize USD/45,36kg** 13.75 12.60 13.25
Paddy USD/90.71 kg** 23.00 27.00 27.00
Egypt Wheat LE/tonne 2553.30 1613.30 1813.30
Indonesia Paddy IDR/kg 2200.00 2400.00 2640.00
Rice IDR/kg 4300.00 4 600.00 5060.00
Jordan Wheat JOD/tonne 329.17 308.70 271.40
e Philippines Paddy PHP/kg -
Rice PHP/kg 23.85 26.15 26.15
Tunisia Wheat (Durum) TND/tonne 400.00 430.00 580.00
Wheat (Common) TND/tonne 350.00 350.00 450.00
Saudi Arabia Wheat SRI/tonne 1000.00 1000.00 1000.00
Zambia Maize KW/tonne 1100.00 1300.00 1300.00

Source: Bibliography, section Data sources for administered prices.
*This is in USD/tonne and not national currency as it refers to rice prices notified by India to the WTO, which are

in USD/tonne.

** |n the national data sources, prices are expressed in USD.
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Table B.2. Administered and world market prices in USD/tonne, nominal

Commodity Country 2008 2009 2010 2011
Maize Ecuador 303.13 277.78 292.11 363.76
Brazil* 120.36 142.19 149.27 -

e United Republic of Tanzania* - - 214.19 264.57

Zambia* 250.28 264.16 269.17 259.76

US No.2, Yellow 223.66 165.48 185.27 291.96

Wheat Brazil* 285.23 28354 329.05 254.19
India* 235.01 233.72 253.26 256.72

Pakistan* 312.25 284.59 276.91 292.09

China 214.43 249.97 266.03 291.22

Tunisia (Durum) 324.64 318.45 405.20 426.20

Tunisia (Common) 284.06 259.21 314.38 319.65

Jordan 463.84 434.79 382.25 563.38

Saudi Arabia 266.67 266.67 266.67 266.67

Egypt 470.00 290.97 32254 395.54

US No.2, Hard Red Winter 340.96 235.19 24155 329.86

Paddy and rice India* Paddy (Common) 195.84 223.09 216.46 215.77
India* Rice 293.54 316.32 329.24 338.06

Indonesia Paddy 226.83 230.99 290.42 301.01

Indonesia Rice 443.35 44274 556.63 576.94

Philippines Paddy - - - -

Philippines Rice 538.09 548.45 579.70 392.49

China (Japonica) Paddy 236.02 278.13 310.18 396.20

China (Indica) Paddy 224.50 266.42 280.64 323.46

China (Japonica) Rice - - - 574.79

China (Indica) Rice - - - 464.29

China (Japonica) Rice, estimated 337.17 397.32 443.11 574.79

China (Indica) Rice, estimated 320.72 380.59 400.91 464.29

Ecuador Paddy 253.56 297.65 297.65 341.75

Viet Nam 25 percent Broken 570.50 383.99 387.00 467.04

US Long Grain, 4 percent 803.59 545.30 510.48 577.25

US Medium Grain, 4 percent 978.93 1068.30 736.79 820.76

*Countries that reported administered prices by marketing year. For these countries, prices are reported here
for the first year of the respective marketing year e.g., the administered price for 2008/09 has been reported
here for 2008. These prices have been converted to USD using an average of the annual average exchange
rates for the two years within the marketing year e.g., the exchange rate used for the 2008 value is an average
of the exchange rates of 2008 and 2009.
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Table B.3. Official exchange rate (LCU per USD, annual average)
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Country 2008 2009 2010 2011 2012 2013
Brazil 1.83 2.00 1.76 1.67 1.95 2.16
China 6.95 6.83 6.77 6.46 6.31 6.20
Egypt 5.43 5.54 5.62 5.93 6.06 6.87
India 4351 4841 45.73 46.67 5344 58.60
Indonesia 9698.96 | 10389.94 909043 877043 9386.63 | 1046124
Jordan 071 071 071 071 071 0.71
Pakistan 70.41 8171 85.19 86.34 93.40 101.63

e Philippines 44.32 47.68 4511 4331 42.23 42.45
Saudi Arabia 375 3.75 3.75 3.75 3.75 3.75

e United Republic of Tanzania 1196.31 1320.31 1395.63 1557.43 1571.70 1597.56
Tunisia 1.23 1.35 1.43 141 1.56 1.62
Zambia 3.75 5.05 4.80 4.86 5.15 5.40

Source: DataBank, World Bank Development Indicators (WDI) https://databank.worldbank.org/source/

world-development-indicators

Table B.4. GDP implicit deflator index

Country 2008 2009 2010 2011 2012 2013
Brazil 85.95 92.23 100.00 108.32 116.92 125.70
China 93.76 93.56 100.00 108.08 110.60 112.99
Ecuador 92.45 93.05 100.00 105.66 110.93 114.36
Egypt 81.68 90.82 100.00 111.66 133.42 145.04
Indonesia 80.13 86.76 100.00 107.47 111.50 117.04
India 84.53 90.48 100.00 108.73 117.36 124.62
Jordan 89.69 9253 100.00 105.91 110.79 117.60
Pakistan 74.76 90.21 100.00 119.64 126.79 135.62

e Philippines 93.26 95.81 100.00 103.92 105.99 108.18
Saudi Arabia 101.24 85.33 100.00 115,53 120.17 118.71
Tunisia 93.49 96.32 100.00 104.28 109.39 113.57

e United Republic of Tanzania 83.81 91.38 100.00 112.20 123.96 135.94
United States 98.10 98.85 100.00 102.09 104.05 105.87
Zambia 83.14 87.76 100.00 111.11 118.88 130.45
World 93.77 95.94 100.00 105.42 109.19 111.65

Source: Index created using Inflation, GDP deflator (annual %) from DataBank, World Bank Development
Indicators (WDI) https://databank.worldbank.org/source/world-development-indicators
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Figure B.1. International Prices for Maize, Wheat and Rice, annual average
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