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1. 1. 1. 1. Magnitude of commodity price Magnitude of commodity price Magnitude of commodity price Magnitude of commodity price 
instabilityinstabilityinstabilityinstability



Source: UNCTAD PCSSource: UNCTAD PCSSource: UNCTAD PCSSource: UNCTAD PCS
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2. 2. 2. 2. Consequences for developing Consequences for developing Consequences for developing Consequences for developing 
countriescountriescountriescountries



The The The The instabilityinstabilityinstabilityinstability of international of international of international of international pricespricespricesprices maymaymaymay affect:affect:affect:affect:

•CountriesCountriesCountriesCountries (balance of (balance of (balance of (balance of paymentpaymentpaymentpayment problemsproblemsproblemsproblems: : : : fallfallfallfall in in in in currencycurrencycurrencycurrency
earningsearningsearningsearnings; ; ; ; riseriseriserise of import bills)of import bills)of import bills)of import bills)

•FarmersFarmersFarmersFarmers ((((riskriskriskrisk thatthatthatthat discouragesdiscouragesdiscouragesdiscourages agricultural agricultural agricultural agricultural investmentinvestmentinvestmentinvestment))))

•ConsumersConsumersConsumersConsumers (for (for (for (for somesomesomesome commoditiescommoditiescommoditiescommodities))))

ConsequencesConsequencesConsequencesConsequences



3. 3. 3. 3. Available solutions Available solutions Available solutions Available solutions 



AvailableAvailableAvailableAvailable solutionssolutionssolutionssolutions

GoalGoalGoalGoal

Means Means Means Means 

Stabilize pricesStabilize pricesStabilize pricesStabilize prices Reduce the effects Reduce the effects Reduce the effects Reduce the effects 
of price instabilityof price instabilityof price instabilityof price instability

MarketMarketMarketMarket----basedbasedbasedbased
Strategy A

Free trade
Strategy B

Hedging of price-risk 
and credit

Based on public Based on public Based on public Based on public 
interventionsinterventionsinterventionsinterventions

Strategy C
International buffer 

stock
Export control

Strategy D
Compensatory 

transfers

Source: Galtier (2013a)Source: Galtier (2013a)Source: Galtier (2013a)Source: Galtier (2013a)



4. 4. 4. 4. The former doctrine (1950s The former doctrine (1950s The former doctrine (1950s The former doctrine (1950s –––– 1980s)1980s)1980s)1980s)
Building a Building a Building a Building a "new international economic order" "new international economic order" "new international economic order" "new international economic order" 



Building a Building a Building a Building a "new international economic order""new international economic order""new international economic order""new international economic order"

GoalGoalGoalGoal

Means Means Means Means 

Stabilize pricesStabilize pricesStabilize pricesStabilize prices Reduce the effects Reduce the effects Reduce the effects Reduce the effects 
of price instabilityof price instabilityof price instabilityof price instability

MarketMarketMarketMarket----basedbasedbasedbased
Strategy A

Free trade
Strategy B

Hedging of price-risk 
and credit

Based on public Based on public Based on public Based on public 
interventionsinterventionsinterventionsinterventions

Strategy C
International buffer 

stock 
export control

ICAs
[countries and farmers]

Strategy D
Compensatory 

transfers

STABEX 
[countries]

•ICAs ���� Integrated Program for Commodities proposed by the UNCTAD
•STABEX (EU-ACP countries)



Gilbert (1996)

•The end of ICAs’ stabilization schemes (1980s)

•The end of STABEX (1975-2000). Accords de Cotonou

AbandonmentAbandonmentAbandonmentAbandonment



5. 5. 5. 5. The current doctrine :The current doctrine :The current doctrine :The current doctrine :
Relying on trade and hedging Relying on trade and hedging Relying on trade and hedging Relying on trade and hedging 



The current doctrine : relying on commodity and The current doctrine : relying on commodity and The current doctrine : relying on commodity and The current doctrine : relying on commodity and 
financial markets financial markets financial markets financial markets 

GoalGoalGoalGoal

Means Means Means Means 

Stabilize pricesStabilize pricesStabilize pricesStabilize prices Reduce the effects Reduce the effects Reduce the effects Reduce the effects 
of price instabilityof price instabilityof price instabilityof price instability

MarketMarketMarketMarket----basedbasedbasedbased

Strategy A
Free trade 

WTO rules
[Countries – Farmers – Consumers]

Strategy B
Hedging of price-risk 

and credit 

futures markets
[Countries – Farmers]

IMF credit facilities 
[Countries]

Based on public Based on public Based on public Based on public 
interventionsinterventionsinterventionsinterventions

Strategy C
International buffer 

stock 
export control

Strategy D
Compensatory 

transfers 



Q1: Is Q1: Is Q1: Is Q1: Is thisthisthisthis doctrine doctrine doctrine doctrine betterbetterbetterbetter thanthanthanthan the the the the previouspreviouspreviousprevious one?one?one?one?

Q2: Is Q2: Is Q2: Is Q2: Is thisthisthisthis doctrine doctrine doctrine doctrine enoughenoughenoughenough to manage to manage to manage to manage commoditycommoditycommoditycommodity pricepricepriceprice
instabilityinstabilityinstabilityinstability? ? ? ? 
((((cf.cf.cf.cf. the coffee the coffee the coffee the coffee crisiscrisiscrisiscrisis of of of of earlyearlyearlyearly 2000s)2000s)2000s)2000s)

Q3: Is Q3: Is Q3: Is Q3: Is thisthisthisthis doctrine relevant for the case of grain?doctrine relevant for the case of grain?doctrine relevant for the case of grain?doctrine relevant for the case of grain?

Questions Questions Questions Questions 



6. 6. 6. 6. The specificities of grainsThe specificities of grainsThe specificities of grainsThe specificities of grains



1.1.1.1. The The The The weightweightweightweight of of of of country selfcountry selfcountry selfcountry self----consumptionconsumptionconsumptionconsumption ((((onlyonlyonlyonly 10% of grain production 10% of grain production 10% of grain production 10% of grain production isisisis
tradedtradedtradedtraded on international on international on international on international marketsmarketsmarketsmarkets))))

2.2.2.2. The crucial The crucial The crucial The crucial rolerolerolerole of grain for the of grain for the of grain for the of grain for the foodfoodfoodfood securitysecuritysecuritysecurity of DC of DC of DC of DC consumersconsumersconsumersconsumers
i)i)i)i) % of % of % of % of caloriccaloriccaloriccaloric intakeintakeintakeintake
ii)ii)ii)ii) % in % in % in % in expendituresexpendituresexpendituresexpenditures

The The The The specificitiesspecificitiesspecificitiesspecificities of grainof grainof grainof grain



GoalGoalGoalGoal

Means Means Means Means 

Stabilize pricesStabilize pricesStabilize pricesStabilize prices Reduce the effects Reduce the effects Reduce the effects Reduce the effects 
of price instabilityof price instabilityof price instabilityof price instability

MarketMarketMarketMarket----basedbasedbasedbased

Strategy A
Free trade 

WTO rules
[Countries – Farmers – Consumers]

Strategy B
Hedging of price-risk 

and credit 

futures markets
[Countries – Farmers]

IMF credit facilities 
[Countries]

Based on public Based on public Based on public Based on public 
interventionsinterventionsinterventionsinterventions

Strategy C
International buffer 

stock 
export control

Strategy D
Compensatory 

transfers 

Emergency food aid
[Countries – Consumers]

How the doctrine How the doctrine How the doctrine How the doctrine takestakestakestakes intointointointo accountaccountaccountaccount thesethesethesethese specificitiesspecificitiesspecificitiesspecificities



Is Is Is Is itititit enoughenoughenoughenough????



7. 7. 7. 7. Implications of grain specificities Implications of grain specificities Implications of grain specificities Implications of grain specificities 
for the effectiveness of the doctrinefor the effectiveness of the doctrinefor the effectiveness of the doctrinefor the effectiveness of the doctrine



(1) Implications of the (1) Implications of the (1) Implications of the (1) Implications of the weightweightweightweight of country selfof country selfof country selfof country self----consumptionconsumptionconsumptionconsumption

•International grain International grain International grain International grain marketsmarketsmarketsmarkets are are are are thinthinthinthin ���� free free free free tradetradetradetrade stabilizingstabilizingstabilizingstabilizing effecteffecteffecteffect isisisis limitedlimitedlimitedlimited
���� lowlowlowlow effectivenesseffectivenesseffectivenesseffectiveness of of of of StrategyStrategyStrategyStrategy AAAA

•Futures markets are missing for some grains (millet, sorghum, riFutures markets are missing for some grains (millet, sorghum, riFutures markets are missing for some grains (millet, sorghum, riFutures markets are missing for some grains (millet, sorghum, rice) and basis risk ce) and basis risk ce) and basis risk ce) and basis risk 
are high (see the example below).are high (see the example below).are high (see the example below).are high (see the example below).

���� lowlowlowlow effectivenesseffectivenesseffectivenesseffectiveness of of of of StrategyStrategyStrategyStrategy BBBB
Source: Galtier (2013b)Source: Galtier (2013b)Source: Galtier (2013b)Source: Galtier (2013b)
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(2) Implications of the importance of grain for consumer (2) Implications of the importance of grain for consumer (2) Implications of the importance of grain for consumer (2) Implications of the importance of grain for consumer foodfoodfoodfood
securitysecuritysecuritysecurity

•MarketsMarketsMarketsMarkets are are are are lesslesslessless effective to effective to effective to effective to preventpreventpreventprevent spikesspikesspikesspikes thanthanthanthan collapses (collapses (collapses (collapses (becausebecausebecausebecause of of of of 
the non the non the non the non negativitynegativitynegativitynegativity of stocks, of stocks, of stocks, of stocks, cf.cf.cf.cf. Williams and Wright, 1991) Williams and Wright, 1991) Williams and Wright, 1991) Williams and Wright, 1991) 
�lowlowlowlow effectivenesseffectivenesseffectivenesseffectiveness of of of of StrategyStrategyStrategyStrategy A to A to A to A to protectprotectprotectprotect consumersconsumersconsumersconsumers

•ConsumersConsumersConsumersConsumers are not able to use futures are not able to use futures are not able to use futures are not able to use futures marketsmarketsmarketsmarkets (the (the (the (the quantityquantityquantityquantity theytheytheythey buybuybuybuy are are are are 
tootootootoo lowlowlowlow to to to to makemakemakemake itititit profitable). The use of futures profitable). The use of futures profitable). The use of futures profitable). The use of futures markestmarkestmarkestmarkest by by by by importersimportersimportersimporters doesdoesdoesdoes
not not not not protectprotectprotectprotect consumersconsumersconsumersconsumers. . . . 

���� StrategyStrategyStrategyStrategy B B B B iiiissss not effective not effective not effective not effective to to to to protectprotectprotectprotect consumersconsumersconsumersconsumers



(3) Joint implications of (i) the (3) Joint implications of (i) the (3) Joint implications of (i) the (3) Joint implications of (i) the weightweightweightweight of country selfof country selfof country selfof country self----
consumptionconsumptionconsumptionconsumption and (ii) the importance of grain for consumer and (ii) the importance of grain for consumer and (ii) the importance of grain for consumer and (ii) the importance of grain for consumer 

foodfoodfoodfood securitysecuritysecuritysecurity
•ExportingExportingExportingExporting DCsDCsDCsDCs are are are are likelylikelylikelylikely to to to to implementimplementimplementimplement export bans in case of export bans in case of export bans in case of export bans in case of pricepricepriceprice surgesurgesurgesurge, , , , 
potentiallypotentiallypotentiallypotentially leadingleadingleadingleading to an to an to an to an «««« export bans export bans export bans export bans bubblebubblebubblebubble »»»» (as (as (as (as happenedhappenedhappenedhappened in 2008):in 2008):in 2008):in 2008):

Source: Headey (2011)Source: Headey (2011)Source: Headey (2011)Source: Headey (2011)
���� Strategy A is highly ineffective for grain



8. 8. 8. 8. Can this problem be solved inside Can this problem be solved inside Can this problem be solved inside Can this problem be solved inside 
the framework of the doctrine?the framework of the doctrine?the framework of the doctrine?the framework of the doctrine?



ConsConsConsConsééééquencesquencesquencesquencesThe The The The mechanismmechanismmechanismmechanism of export bans of export bans of export bans of export bans bubblesbubblesbubblesbubbles

Expectation of 
price increases

Export bansPrice increases



ConsConsConsConsééééquencesquencesquencesquencesThe solutions The solutions The solutions The solutions proposedproposedproposedproposed by the doctrineby the doctrineby the doctrineby the doctrine

Expectation of 
price increases

Export bansPrice increases

Strenghten WTO 
rules to forbid
export bans

(Strategy A)

Improve market
information 
(especially on grain 
stocks): AMIS

(Strategy A)



ConsConsConsConsééééquencesquencesquencesquencesIs Is Is Is itititit possible to possible to possible to possible to preventpreventpreventprevent export bans export bans export bans export bans bubblesbubblesbubblesbubbles throughthroughthroughthrough
dissemenationdissemenationdissemenationdissemenation of data on grain stocks?   of data on grain stocks?   of data on grain stocks?   of data on grain stocks?   

1. Is it possible to collect reliable data on grain stocks?
a. Many governments do not know the level of private stocks in 

their country.
b. Some governments are reluctant to communicate data on the 

level of their grain public stocks. 

2. If such data were collected and disseminated would it be 
enough to prevent governments for implementing export 
bans?

a. It is rather uncertain
b. In fact, if stocks are low, transparency on stocks can even 

generate speculation and panics



ConsConsConsConsééééquencesquencesquencesquencesIs Is Is Is itititit possible to set up and to possible to set up and to possible to set up and to possible to set up and to enforceenforceenforceenforce rulesrulesrulesrules to to to to forbidforbidforbidforbid
export bans?  export bans?  export bans?  export bans?  

1. Is it possible to change the rules of the WTO regarding
export bans?

a. Lessons of the G20 negotiation: many countries are against. 
b. G20 agreement: not to impose anymore export bans on WFP 

food aid.
c. Enforcement of this decision: no endorsement by the WTO 

Ministerial Conference in December 2011.

2. If new rules were adopted, would it be possible to enforce 
them?

a. For many exporting countries, the dilemma would be between:
- complying with the rules of the WTO
- maintaining prices at a reasonable level to avoid food insecurity 

and social instability  
b. No doubt they would choose the second option



8. W8. W8. W8. Whichhichhichhich alternative? alternative? alternative? alternative? 



ConsConsConsConsééééquencesquencesquencesquencesWhichWhichWhichWhich alternative?alternative?alternative?alternative?

Expectation of 
price increases

Export bansPrice increases

Strenghten WTO 
rules to forbid
export bans

(Strategy A)

Improve market
information 
(especially on grain 
stocks): AMIS

(Strategy A)

Build international public stocks to hold
the price below a ceiling

(Strategy C)



ObjectionsObjectionsObjectionsObjections

Main objections:Main objections:Main objections:Main objections:

•It It It It isisisis difficultdifficultdifficultdifficult to set up and update the to set up and update the to set up and update the to set up and update the pricepricepriceprice bandbandbandband

•The buffer stock The buffer stock The buffer stock The buffer stock maymaymaymay bebebebe exhaustedexhaustedexhaustedexhausted (Townsend)(Townsend)(Townsend)(Townsend)

•The buffer stock The buffer stock The buffer stock The buffer stock maymaymaymay bebebebe sujectsujectsujectsuject to to to to speculativespeculativespeculativespeculative attacksattacksattacksattacks (Salant)(Salant)(Salant)(Salant)

•The The The The failurefailurefailurefailure of of of of ICAsICAsICAsICAs ((((namelynamelynamelynamely the the the the cocoacocoacocoacocoa agreement)agreement)agreement)agreement)



These objections are not decisiveThese objections are not decisiveThese objections are not decisiveThese objections are not decisive

Main objections:Main objections:Main objections:Main objections:

•It It It It isisisis difficultdifficultdifficultdifficult to set up and update the to set up and update the to set up and update the to set up and update the pricepricepriceprice bandbandbandband

���� MA(P)MA(P)MA(P)MA(P)

•The buffer stock The buffer stock The buffer stock The buffer stock maymaymaymay bebebebe exhaustedexhaustedexhaustedexhausted (Townsend)(Townsend)(Townsend)(Townsend)

•The buffer stock The buffer stock The buffer stock The buffer stock maymaymaymay bebebebe sujectsujectsujectsuject to to to to speculativespeculativespeculativespeculative attacksattacksattacksattacks (Salant)(Salant)(Salant)(Salant)

���� The stock The stock The stock The stock shouldshouldshouldshould bebebebe larlarlarlar gegegege enoughenoughenoughenough

���� The use of grain for The use of grain for The use of grain for The use of grain for otherotherotherother purposespurposespurposespurposes thanthanthanthan humanhumanhumanhuman consumptionconsumptionconsumptionconsumption ((((namelynamelynamelynamely
biofuelsbiofuelsbiofuelsbiofuels) ) ) ) maymaymaymay bebebebe restrictedrestrictedrestrictedrestricted in case of grain in case of grain in case of grain in case of grain pricepricepriceprice spikespikespikespike (Wright, 2010)(Wright, 2010)(Wright, 2010)(Wright, 2010)

•The The The The failurefailurefailurefailure of of of of ICAsICAsICAsICAs ((((namelynamelynamelynamely the the the the cocoacocoacocoacocoa agreement).agreement).agreement).agreement).

���� This This This This failurefailurefailurefailure waswaswaswas mainlymainlymainlymainly due to the due to the due to the due to the factfactfactfact thatthatthatthat the real objective of the real objective of the real objective of the real objective of ICAsICAsICAsICAs
waswaswaswas to to to to supportsupportsupportsupport pricespricespricesprices , not to , not to , not to , not to stabilizestabilizestabilizestabilize themthemthemthem (Gilbert 1996; OCDE 2011; (Gilbert 1996; OCDE 2011; (Gilbert 1996; OCDE 2011; (Gilbert 1996; OCDE 2011; 
Gilbert 2012)Gilbert 2012)Gilbert 2012)Gilbert 2012)



8. Conclusion. How 8. Conclusion. How 8. Conclusion. How 8. Conclusion. How to manage grain to manage grain to manage grain to manage grain 
price instability?price instability?price instability?price instability?



•In the short run, In the short run, In the short run, In the short run, DCsDCsDCsDCs are likely to implement export bans in case of price are likely to implement export bans in case of price are likely to implement export bans in case of price are likely to implement export bans in case of price 
surge, potentially leading to surge, potentially leading to surge, potentially leading to surge, potentially leading to «««« export bans bubblesexport bans bubblesexport bans bubblesexport bans bubbles »»»» (as happened in (as happened in (as happened in (as happened in 
2008)2008)2008)2008)

•In the long runIn the long runIn the long runIn the long run, , , , DCsDCsDCsDCs are likely to develop selfare likely to develop selfare likely to develop selfare likely to develop self----sufficiency policies, leading sufficiency policies, leading sufficiency policies, leading sufficiency policies, leading 
to:to:to:to:

– A vicious cycle between price instability and A vicious cycle between price instability and A vicious cycle between price instability and A vicious cycle between price instability and market narrownessmarket narrownessmarket narrownessmarket narrowness
– A A A A poor allocation of resourcepoor allocation of resourcepoor allocation of resourcepoor allocation of resource at the global level leading to an increase in the at the global level leading to an increase in the at the global level leading to an increase in the at the global level leading to an increase in the 

average cost of foodaverage cost of foodaverage cost of foodaverage cost of food

� Empirical evidences of such policies since 2008Empirical evidences of such policies since 2008Empirical evidences of such policies since 2008Empirical evidences of such policies since 2008

• The solutions proposed by the doctrine to restore the confidencThe solutions proposed by the doctrine to restore the confidencThe solutions proposed by the doctrine to restore the confidencThe solutions proposed by the doctrine to restore the confidence in e in e in e in 
international grain market (AMIS, WTO rules on export bans) are international grain market (AMIS, WTO rules on export bans) are international grain market (AMIS, WTO rules on export bans) are international grain market (AMIS, WTO rules on export bans) are very very very very 
unlikely to solve the problem unlikely to solve the problem unlikely to solve the problem unlikely to solve the problem 

The doctrine is not enough to manage grain price The doctrine is not enough to manage grain price The doctrine is not enough to manage grain price The doctrine is not enough to manage grain price 
instabilityinstabilityinstabilityinstability



An alternative policy is possibleAn alternative policy is possibleAn alternative policy is possibleAn alternative policy is possible

The components of The components of The components of The components of thisthisthisthis policypolicypolicypolicy are the are the are the are the followingfollowingfollowingfollowing::::
1.1.1.1. DefineDefineDefineDefine a a a a pricepricepriceprice bandbandbandband ((((PminPminPminPmin ; ; ; ; PmaxPmaxPmaxPmax) for ) for ) for ) for wheatwheatwheatwheat, , , , maizemaizemaizemaize and and and and ricericericerice and and and and 

rulesrulesrulesrules to update the bandto update the bandto update the bandto update the band (MA of (MA of (MA of (MA of pastpastpastpast pricespricespricesprices) ) ) ) 

2.2.2.2. BuildBuildBuildBuild international international international international reservesreservesreservesreserves of of of of wheatwheatwheatwheat, , , , maizemaizemaizemaize and and and and ricericericerice and and and and rulesrulesrulesrules to to to to 
triggertriggertriggertrigger theirtheirtheirtheir use (use (use (use (dependingdependingdependingdepending on on on on PminPminPminPmin and and and and PmaxPmaxPmaxPmax). ). ). ). 

3.3.3.3. Set upSet upSet upSet up rulesrulesrulesrules to to to to restrictrestrictrestrictrestrict the use the use the use the use of grainof grainof grainof grain for for for for purposespurposespurposespurposes otherotherotherother thanthanthanthan
humanhumanhumanhuman consumptionconsumptionconsumptionconsumption ((((namelynamelynamelynamely biofuelsbiofuelsbiofuelsbiofuels) ) ) ) whenwhenwhenwhen grain grain grain grain pricespricespricesprices reachreachreachreach
PmaxPmaxPmaxPmax. . . . 

This policy would allow to restore confidence in international This policy would allow to restore confidence in international This policy would allow to restore confidence in international This policy would allow to restore confidence in international 
grain market (as already stated by Keynes, 1942)grain market (as already stated by Keynes, 1942)grain market (as already stated by Keynes, 1942)grain market (as already stated by Keynes, 1942)
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