Working Paper No. 154

Keep in mind

The series Working Papers on Economics is published by the Office for Economic Studies at the Banco
de la Republica (Central Bank of Colombia). It contributes to the dissemination and promotion of the
work by researchers from the institution. This series is indexed at Research Papers in Economics
(RePEc).

On multiple occasions, these works have been the result of collaborative work with individuals from other
national or international institutions. The works published are provisional, and their authors are fully
responsible for the opinions expressed in them, as well as for possible mistakes. The opinions
expressed herein are those of the authors and do not necessarily reflect the views of Banco de la
Republica or its Board of Directors.

AUTHOR OR EDITOR

Rodrigo Suescun

This paper develops a model to study the design, characterization and dynamic implications of
stabilization policies in a dynamic general equilibrium model of the business cycle for an economy
tainted by the Dutch disease. The model incorporates a stabilization scheme for the producer price of an
export crop in a three- sector RBC model. Stabilization funds have been very popular instruments in
developing countries to deal with export price instability. This paper shows that such schemes cannot
improve the functioning of the economy, notwithstanding the assumed sub optimality of private
outcomes and the possibility of having welfare enhancing policies.
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