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GainsLosses

Value function steeper
for losses than for gains

Value of gain

Value of loss



Ministry of Agriculture and Rural 
Development 

Ministry of Industry and Trade
 Vietnam Food Association

 

Reserved Sales

National Food Authority
Perum BULOG
BERNAS

Cuba
Iraq

Elite
   • de jure power
   • de facto power
   • Economic benefits

Economic
Institutions
and Policy

Political Institutions

}



de
facto



Prices 
Rising

Rapidly?

Elites Set 
Export Tariff to 

Maximize Rents

Outcomes
• Prices

• Consumer 
Welfare

Outcomes
• Prices

• Consumer 
Welfare

Elites Set 
Export Tariff to 

Maximize Rents

Yes

No
Assumptions
• Elite's ability to 
earn rents depends 
on retaining power
• Consumers react to 
price rises with loss 
aversion

Elites

Everyone Else
Stable
Prices

Sharply Rising
Prices
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Export Tariff

Consumer Losses Do Not
Affect Power

Prices Stable

Expected
Rents for Elites

Tariff Low

Prices Spike

Consumer Losses
Affect Power

Tariff High



Export Tariff

Consumer Losses Do Not
Affect Elite's Power

Prices Stable

Expected
Rents for Elites

Tariff Low

Prices Spike

Consumer Losses
Affect Elite's Power

Tariff High Tariff Very High
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