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• 2007/8 food crisis: large use of 
stabilisation policies (export 
restrictions, export taxes, sales 
of public stocks) 

• These policies had almost 
disappeared in developed 
countries 

• But they are prevalent in the 
rest of world and the countries 
that have best weathered the 
food crisis are very 
interventionist (e.g., China, 
India) 

Food price stabilisation policies are widespread 



• Key question: does food price dynamics represent well 
market scarcity or is there too much price volatility? 
− Crucially hinge on whether agents make rational decisions using sufficient 

and adequate information 
− Academic consensus: except for destabilizing policy interventions (e.g., 

biofuels, exports restrictions), food price dynamics is consistent with a well-
functioning market 

− But still an open question, in particular with respect to the information 
available (hence the need for organisations like AMIS) 

• First-best policies: to help people cope with risk (social 
safety nets, insurance, futures markets), not to affect 
prices 

• Food price stabilisation policies: second-best interventions 
that can increase welfare if first-best interventions are not 
fully available 

Food price stabilisation policies can make sense as 
second-best policies 

Source: Gouel (2014) 



• Storage and trade policies can be designed to 
maximise welfare 
− Optimal trade policy would be counter-cyclical to world price 
− Optimal storage policy would increase stock beyond competitive 

levels  Pb: crowd out private storage 
− Very complex and non-linear policies 

• Most welfare gains can be achieved by simpler policies 
− Commonly used price bands are very bad simple rules (do not 

combine well with trade, difficult to choose good bounds) 
− Good simple rule for storage: constant subsidy to private storage 

• Help build a private marketing system instead of hindering it like 
public storage does 

Optimally designed stabilisation policies 

Source: Gouel & Jean (2015), Gouel et al. (2016) 



Real policies have had mixed effects 

Storage policies were often very 
ineffective 

• Grains stored for too long 
• High storage costs and 

deterioration 
• Captured by farm lobbies 

 
Trade policies more effective at 
stabilising domestic prices 

Source: Gouel (2014), Pieters & Swinnen (2016) 

• Large heterogeneity between countries: China and India very effective 
at stabilising domestic prices in the short run while accommodating 
long-run changes, but intervention much more distortive in Africa. 

• Interventions that are non-cooperative and more effective for exporting 
countries during price spikes than for importing countries 



1. Stabilisation policies respond to world price volatility, which is 
fueled by counter-cyclical policies: need for an international 
coordination on less active policies 
− A new challenge for the multilateral system:  

• Price spikes create very strong incentives for exporting countries to use export 
taxes: unwilling to lose this policy flexibility 

• WTO Dispute Settlement System not made to handle short-lived policies 
− Developed countries should be exemplary. They have refrained from using 

export restrictions in 2007/8, but their biofuel policies contributed to the spike. 
2. Domestically, stabilisation policies can only be credibly 

reduced  
− If replaced by policies that are as effective for protecting poor people  need 

for social safety nets to play a role of insurance 
− If commitments are taken with respect to private agents (private storers and 

traders will not step in if their profits can be wiped out by policy decisions) 

Policy implications – An issue of coordination 



Thank you! 
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