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Why are prices volatile in markets for
many commodities?
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Macroeconomic effects

e Volatile export revenues affects nation’s trade balance

e Especially the case where primary product dependence is high
y » Higher prices can cause inflation and extreme food poverty
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Background of National Food Buffer Stock Company (NAFCO)

¢ National Food Buffer Stock Company
(NAFCO)

> Licensed Buying Companies

Government, in line with its mandate to accelerate the modernisation of Agriculture and to increase the productivity of the Ghanaian
farmer, has introduced a number of interventions to achieve this mandate.

i . These interventions include:
» Price Determination

The introduction of block farms program which has made it possible for mechanisation and extension services to be spread out to cover a
large acreage and a large number of farmers.

b . Increased subsidization of fertilizers and improved seeds.
s '

The injection of more tractors and other farm machinery and equipment at subsidized prices for increased mechanisation

These interventions coupled with investment in irrigation over the last cropping season has led to a larger than anticipated increase in the
production of cereals. To ensure the security of farmers and insulate them against losses resulting from the anticipated increases in
production, the Ministry of Food and Agriculture has set up the National Food Buffer Stock Company (NAFCO)

Mandate of NAFCO

* To guarantee an assured income to farmers by providing a minimum guaranteed price and ready market.

* To mop up excess produce from all farmers in order to reduce post harvest losses resulting from spoilage due to poor storage, thereby
protecting farm incomes.



Ghana to establish Buffer Stock

The government in Ghana is to
establish a Buffer Stock
Management Agency as a long term
measure to ensure food security.
Such an Agency would have the dual
responsibility of holding food
security buffer stocks and
intervening in markets to ensure
competitive prices to farmers in
times of glut

News reports: 18t October 2013

-
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Key aims of buffer stock:
1. Stabilise food prices
2. Ensure food supplies
3. Prevent farmers / producers

~

going out of business because

of drop in world prices
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Cocoa: world's top producers by value 2012

Leading producers of cocoa beans in 2012, by production value ($bn)
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Current market price is at P1
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Consider an unexpected rise in market
supply
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Consider an unexpected rise in market
supply
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Do Buffer Stock Schemes Work?
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Might be better alternative long
run policies for farmers
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Good evaluation always
includes suggesting
alternatives to the policy /
strategy under discussion




Get help from fellow
students, teachers and
tutor2u on Twitter:

Heconl

@tutor2u econ



tutor22u

AS Micro: Price Volatility in Markets

and Buffer Stock Schemes



