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INFORMATION KOTH

United Statcs Proposal for International Grain Rescrves System

(Presented to thb Preparatory Group of the International Wheat Council on
29 Scptember 1975)

Introduction

1. Twicc in this dccade unpredictable shortfalls in world grain production have
sharply rcducced availablc supplics.  The consuquences have been manifested in
widely fluctuating prices and abruptly altercd consumption and trade pattcrns.

In thusc circumstances, the most affccted have been those developing countrics
whosc ccononics arc most vulncrable., But all countries have becen affeocted by
the cost of udguotncnts to fluctuating grain supplies.

2. After considcring the issuc, thc World Food Conference strossed the urgency
of intcrnational action to cnhance world food sccurity, which may be defined as a
rcasonable assurance of the availability of adequate food supplies.

3. in intcrnational agruuncnt on nutlonally-hcld grain rescrves would provmdc a
means for offsctting a significant portion of scrious global production shortfalls
to moderate their disruptive cffects. In this paper the United States outlines a
conccpt for such o rescrve agrecment.

Size and compogition of rescrves

4. husorves, for this purpose, would be holdings in cxcess of normal working.
stocks. Thesc arc cstimated to be 10 per cent of national production or
conswaption, whichever is larger. On this basis, world working stocks arc
approximately 100 mllllon nctric tons of «ll grains. Rcscrvesvwould.bc stocks
above this luv»l ’

5. r;hc'roscrvc stocks would nced to be large cnough to mect a substantial
portion of major production shortfalls L regorve sufficient to offsct potential
production shortfalls complctely would bc unrcalistically large and costly. 4
ruscrve adcquate to offsct at loast 90 per cent of production shortfalls would

, 31gn111cantly cnhuncc food Sucurlty while being morc feasible from the standpoint
of size und cost.

6. Sincc the emphasis is on impreving food sceurity, a rescrve of 30 million
tons of wheat and rice, the most gencrally consuncd food ”raLns, should be
cstablishcd.. Wheat is the mest widely traded food grain and is highly
substitutable for rice. | The rescrve could be leldCd along the lines.-of”

25 million tons of whoat and 5 nillion tons of ricc. This stock ‘would be
sufficicnt to offsct over 90 per cent of prOJuctcd dcviations below the world
production trend end would mect all of the critéria proposcd hicrc.
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7. Consideration should be given to whether stocks of coarse grains dre :needed,
gsince thesc arc used for food in some arcas of the world and a shortfall in the
production o1 foed grains increases the demand for wheat as animal feed.

Distribution of reserve holdings

8.  The responsibility for holding reserves will nued to be equitably shared
among participants. The criteria for determining thesc sharcs should take into
nccount histeric réle of participants in grain production and trade and financial
capacity, and should be bassd upon generally available and accepted data.
Measures of trade in food groins, gross domestic product, and variance in

production mect those criteriea.

Guidelines for holdine and rcloesing rescrves

9. Contimuation of full productio. policics on the part of major producers
should provide supplics of grain adequate to permit the buildup of reserves.
However, intermationully agrecd rules or guidelines will be required to assure
properly co-ordinated action. action to increasc reserve holdings would be
triggered by o quantitative indicator based upon stock levels and deviations in
production from the long-term production trend. ' '

10. When production is estimated to excood the long-term trend by an agreed
percentage, participante would be required to increase reserves. With regard
to reserves accumulaticn, the obligation of any participant would not go beyond

its shore of rescrve holdings, although o participant would be free to accumulate
reserves above thot amount ot its discretion. .

11. Likewisc, agrood rules or guidelines would be nceded to govern draw-down of
rescrves. Thore must be-n cloar presumption that all perticipants will make
reserves available when necded. Convorscly, roscrves must not. be rcleased
prematurcly or cxcessively and thus unneccessarily depress market prices. National
action to relensec reserves would be triggered by a quantitative indicator based

on stock levels and production shortfalls operating in & mauner similar to that
for acquiring roocrves.

12. & reserve systom based cn o two-gtage responsc to shoriage situatlons would
provide flexibility in mccting short supply situutions, while assuring that
reserves would bo relonssed when necded. '

(i) ‘.-'I:.‘-.riﬁ.ng_; S'[‘,;‘og‘i—jﬁ .

When o potenticl shoriage situation - defined by an agreed indicator - was
identified, porticipants. in the agroement would consult to determine what action,
if any, was worranted and Lo co-ordincte the measurcs cach would take within
previously wgreed guldelines. These guidelines could provide for:
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~ measurcs to reducc stocks (apart from rescrves)
- reduction of wheat foeding to livestock
- reduction or elimination of cxport barricrs
- cxchangc of additional infermation on anticipated production and trade
levels including purchase and sale plans of government-constituted buying
and sclling agoncices

(ii) Shortagc stage

When a shortage situation was identificd by an agreed indicator, participants
would be obliged to makc availablc reserve stocks up to the rcserve holding
comnitment of cach.  The quantitics to be made availablc would be determincd
through consultation, taliing into account the supply situation in participating
countrics and the cffcet of actions previously taken in the warning stage.

If o participant were willing to make available morc than the minimum quantity
agroed upon, it could do so.

access to supplics

13. PFParticipants in thc systen should roceive assured access to supplics at market
prices. Non-participants or participants not complying with thc agreement would
not be assurced of obtaining access to reserves held by othors. '

14. Should 2 shortagec be so scvere that participants were forced to apply export
restraints after hoaving taken the mcasurcs outlined in the warning and shortage
stages above, they would give preforcntial treatment to other complying
participants. - '

Participstion and duration

15. Participation in the agrcement should be open teo all governments represcnted
at the World Food Confercnce and tho govermment of uny country party to the
International Whoat Agrecment. o s

16. . 4 government could withdraw from the agrecmcnt upon duc notice, but would be
required to fulfil its commitments under the sgreement with regard to the
monagencnt of rusurvos for the current crop yowr and the crop yoeor dmmodiately
following. ‘
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17. The agreement would have a five-year term but could be dissolved 12 months

after a dceis’on effscted by o majori’y of the votes of ™oth the cxporting
participants end the inporting perticipants, counted scparately.

pocinl 'DI'OV].S_.(;H" .LOJ.‘ "‘\VCJO

——
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3. Spsclul assistance sheuld be extended to participating developing countries
o assist then with moeting their obligation to hold a portion of global rescrves.

o

19, Doveloping counirics with ehligations could be provided with
“financial or Lfood ald to lwlp thom o their commitments. The ggeregate shares
of developing countrjos with small roserve obligations could be added te the
rescrve obligation of developed participants without greatly incrcasing these
commitments. This dual approach would help assurc that reserve targets were
achicved in develeping ccuntries without imposing an undue financial burden.

Administration of the grsten

20. DBach participating couutry should be frec to determine how its reserves will
be mainta ¢ncm and whet measuves to provide for their bulldup, holding and
dravi-dovm . ' : ' '

21. Howcver, perticipants would have to assure their ability to fulfil their
obligations vnder the agrooment. The agrecoment wovld not abtempt to specify
the manner in which ind.Vluaal participants would meot their obligations.

22. To accomplish its objoctives, the system would require provision for
exchange of informztion and date rogarding crop prospects, supply availa b1l
and stock, aiticipatod dbmwnu ,ud international trade in grain. Such
information would br nesdoed on a timoly basis. :

C/'l

23. The agreescnt woild need toe provi for governing and oxecutive bodies as
apvropriqtv. These bodices, oad the agrcoaent itesclf, could be independent of
cx¢ut1nb international orgs ninguions. vt e Intorngglon~L heat Council could
be asked to provide facilitics ond the scrvices of iis Seerctariat to administer

tho D"rboncnt asctlivitics of the governing and cxecutive bodics such as
mectings, roporting requirencnte, etc., weowld need to be co-ordinated to the

cxtonl pos 'll;.

24 Administrative costs, c.g. Tor mecting rocilitivs and the scrvices of the
Scerctariat, would be borno: (1) by countries which are menbers of the IWC
through their contributions to thot organization aond (2) by countrics not
menmbers of the IWC through their direct centributions to thb IVC of a pro rata

uh we of these costs,

25. Hembers of the reserves agroement would boar tnc costs of managing their
oWl I'CSLrVEs,



