AGENCY FOR INTERNATIONAL ezvn'.oimzwr‘ AR B FOR AID USE ONLY. -
WASHINGTON, O. C. 20823 , o :
_ BIBLIOGRAPHIC INPUT Sheer Lotcd # 3o

rsumecr | "Serials .- o -  TENPORARY
CLASSI- ‘ . .

FICATION

8, SECONDARY

2. TITLE AND SUBTITLE
Growth and developmental effects of food a:.d shlpments undet the Food for Peace Ac
of 1966; progress report,Nov.1970 L S RRRRI

Iscl,s(slowa State Univ. Center for Agr.and Rural Development

4, DOCUMENT DATE 5. NUNBER OF PAGES s.‘anc""'uu"_"dusn' —— ———
1970 ) ' l4p. : ARG . 33819164
1. REFERENCE ORGANIZATION NAME AND ADDRESS : I
Iowa State

~

]

5 SEPPLEMENTARY NOTES (?onlorlnz Orllnlullon. Publllhcn, Anlllblmy)
Activity summar

9. ABSTRACT -

(Developusat RéD)

10, CONTROL NUMBER

: 1'|.l.FK|C! OF‘DOCGIA!EN‘T
- Pli-AAC-031 - | Price oFpocu

12, DESCRIPTORS T — AV S——————

13, PROJECT NUMBER

14, CONTRACT NUMBER
CSD-2163 Res.
15. TYPE OF DOCUMENT

AID 890¢1 4+74)




¢SD-2les feg,
1338 10 T b
QU - pRC- o

PROGRESS REPORT

'CONTRACT-NO. *AID 2163

VITH TOWA' STATE UNIVERSITY

Earl 0.’Heady
Executive Director

‘Leo.V. Mayer
:Project: Director”

‘Towa:State:University.
Center:for-Agricultural:and:

Economic Development.

‘November- 1970



INTRODUCTION

This is the third progress report for research contract No, 2163
between the Agency for International Development and Iowa State vfff

'University. It includes three parts: (1) a summary of individual re:

search problems which are complete, (2) a brief review of resnarch pro-

jects which are substantially well along toward completion, anmkd )
an- outline of potential areas of research which have been defined anc

are ready for review and revision by personnel of AID/WHshington.

The individual projects included under this contract focus on‘the




ountriesncould be carried out using food for work: how can

food"aid be‘used to‘xeduce the inequities resulting from economic dewli?

”Op fnt and”contribute to the general welfare of the recipient nation{

h what proportion of_aid to a country can be made up of foo ‘aidf

and"whatvprOportion;must be»monetary aid ---especially at’ different

stages of development.

Food aid is a; special kind of aid - sometimes discriptively

titied aid\in-kind and other times titled tied aid Whichever title is

given,ﬁit implies a shift of resources in non money terms from the
United States to other countries. The aid can be looked upon

partially as investment and partially as welfare improvement. Investment
aspects involve creation of employment expansion of productive capacity,
inflationary or deflationary impacts, grcwth in consumer welfare, and
finally potential improvement in the standard of living. WelfareA

N

aspects are . more direct and relate to effects on individual consumers

of marginal units of food the effect on his consumptio‘ patterns, the

,effect on his work patterns,7saving pattern .realli com 1eve1

educational attainment-and:contribution to :the: productive apacity off

| nation in which he lives

ment eventually affects welfare'levels and‘similarly direct.additionsto
welfare levels affect the level;o

saving effects.



‘These various phases of the‘pr0j¢¢t?areiwﬁeiﬁdedhdn'studiee‘cohr

pleted or presently underway with the projeet Thé;proﬁbsed areas of -
study define additional problems withinjtheibroadgoﬁeradl project out—

lined initially.

Research Projects Completed:

The following research reports have been: completed:

1..Uma K. Srivastava -Impact of P.L.480 aid on, India s
‘money supply and balance of S
,payments position. a look ahead"}

2. Leo: V. Mayer An analysis of costs incurred and;
prices charged for food shipments;
under Public Law 480, :

3. National Council ‘of Demand and supply projections of~’

Applied Economic' Research food grains for India, 1971-1986{1
4., Walter W. Haessel An. intersectoral model of Agri— :
' cultural development for a dual .
‘economy. S
5. Lee Blakeslee, Charles Projection of World Food Demand
Farmingham and Earl 0. and Production Potentials (Includ--
Heady - ing Land Available For Development)

and Inter-Country Distribution o

The first three ‘Teports are- available in preliminary form and will

1be‘submitted in fi"'l or : ter,review and revision. The fourth and fifthi

lthree projects ‘are aubstantially,more comprehensive:andgare“requiriagEa;fﬂ
somewhat longer period of preparation.

,Weather fluctuationsJ food grain production and buffer atocka for India

This study relates food grain production to weather through use



stations in India are available from 1875 These data combined with

data on”production inputs will provide a. basis for estimating production
for future periods. These estimates and their expected variation will
allow for measuring the gap between supply and demand under assumptions
of adverse weather conditions after which the work will focus on. the
1eve1 of buffer stocks required to prevent food shortages.

The project is moving along well and base material is- available
ifor theefollowing sections'

I Introduction

11, lﬂI@bﬁlancess~Insﬁﬁbilityaaﬁd}QbVé;ﬁ§§§f1Q§e?4fiQnsi1n‘F?dd

Grains

~L11, LFluctuations in Prices- An. Analysis of its Causes.

Iv; fCausesiof Tnstability in Food Grain Production.

-V, Long Term~Perspective°‘ Demand and Supply of Food Grains.

Vl; Long Term Perspective Variation in Demand and Supply.,

vi

: trategyfof,Bufferfstocksi

ZVTTf Size and Composition of B fer Stocksn

SVIIT, A Decision Model ror Establishing Buffer Stocks.

IX, Buffer Stock Locati:w,an_,Storage Problems.



Factors affecting agricultural growta and development in less- deveIOped
areas

Prcliminary to a specification of a micro-oriented conceptural

model of agricultural development various components of agricultural

Where possible,

theoretical applications are givenldocumentary%support as such support

is'fbund in the literaturet The review f a arge amount ofwthe

literature in thisfvrea, and the.convequentvneed to secure these

,matetials through interlibraryﬁloans and through purchases _rom foreign

:institutions haveidelayed the: complew‘o of certain parts of the,study.

1Upon receipt of these items ;afcompleted first draft will follow

The introduction is designed;to place the problem in perspective,

i e., the role n,é‘mportance.of changes in the agricultural sector on

?general economic expansion., The chapter on land tenure will provide

ipreviously unpublished estimates of the potential for increasing the

fcultivable area in a number of developing countries. The general theme

fthroughout the study, which is r!jght out most forcefully and

*systematically in the chapter which integrates the various components of

?t e‘agricultural infrastructure, is that the various factors affecting
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'both economic and social

The conceptual model elucidates a number of these interrelationi

'oriented individual where the latter is responsive to changing economic

;conditions, both evolutionary and Anduced- by ‘public intervention. The

need to obtain necessary materials for'a more comprehensive discussion

;of certain factors than initially planned suggests that a completed re-

gpe‘ﬁwfor AID will not be available until February l 1971,

‘Interrelationships of Consumer and Producer Behavior Patterns and
}DeveIOpmental Effects of Food Aid '

The focus of this project is on the conditions under which sur-
.plus food can be utilized as an ‘instrument of foreign assistance to

:promote economic development and raise general welfare conditions in the

;recipientfcountry while avoiding negative impacts on. prices and pro-

;duction in the ecipient country.; The first section analyzes the

1averag perucapita income.; Supplying fo0d ‘aid in’ amounts ju. al . to




The second section of the study involves development of an econo-
fmetric model to’ measure the impact of: food aid inputs.: The model pro- t
{vides for a. quantitative analysis of.the general case of demand expansion
{through market segregation. Evaluation of coefficients of a model based
;on Indian data reveals that‘under certain marketing schemes food aid dis-
?tribution has little effect in reducing demand for domestic food pro-
;ducts and consequently little negative effect on prices and domestic pro-

'duction. Given the appropriate:schem for segregating the food market

;total demand expands sufficientlyfto absorb food aid shipments while mini-

mizing any negative impact of food aid

The third section concentrates ‘on. alternative promotion and sub

,development projects whic utiliz .food id”to promote production. The

‘final section of.theist i 0 es;integration of alternative distri-:

bution methods with associatedﬂ“onsumer and producer responses andia

\'

translation of these into principles and policy implications which will



Currently the study is nearing completion._ Withgthe conclusion

Future Research Possibilities"
The Project reports which are completed or nearing completion

,provide‘agbasic framework for analyzing deve10pmenta1 aid under Public

;Law‘ 80 These reports cover a broad spectrum of considerations in food

gaid:shipment - apprOpriate prices to be charged by the U,S, given
:domestic farm programs‘“ effects on. monetary supplies and inflationary
tendencies in recipient countries-' and the ‘broad production and welfare’
»impacts of these shipments. The research completed also gives additional
?evidence to judge the future possibilities for exports under P.L, 480
:programs - including the prospect for food balances in India over. the‘
:next lS years and the prOSpects for establishing buffer stocks of food
fgrains to prevent a recurrence of the shortages of 1965 66 and 1966 67
;T'ese studies provide a solid base of economic logic snd analysis for conﬂ
;sidering all the many different interests and concerns involved in food

shipments.,

WHile“theistudies undertaken’tO'

te: represent a sizeable'amounc

looked at one other country and in'genera these were other ‘developed.

countries. But a major questionfgemainsx” er. less developed:



-9%-

lsteprcould bertaken toward improving understanding_of the international

iinterrelationships of trade, capital movement, price level changes and
?institutional restraints to resource mobility. These issues are important
5in implication for improving international trade policies and policies fori
;world wide deve10pment.

A second area for further study is the specification of inter-v :

;relationships between variouslsectors of underdeve10ped economies.j;dne ,
study'o avtheoretical nature has been completed and specified the major

economic relationships for a five sector economy. Further work is re-

lquired"to apply to a specific country situation a model which allows‘

measurement_of_how a economy changes over time as development"rogressesﬁ
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‘and for more mature économies.

production in recent yearsland belatedly the questionsﬁ

o ‘distribution of benefits has come under discussion. These dis-

difficulties of new technologies. There are many questions unanswered

about adoption rateswamong farmers with differing levels of access to

credit, the appropriate factor shares from new innovations, the means by

Which increased_output is turned into larger investment and more employ-

fmentfifd finally ow consumer welfare is' to improve in instances where '

:fai pri es arevheld constant over time by government policies. -Each‘

folithese several aspects need to have economic logic and analysis

1app1ie \in orde_ﬂthat ‘an’ improved understanding may result.

Problems revolving around the distribution of the benefits of

iagriculturalfprogress are posed for many countries. India represents

ian opportunity?for a detailed study of these facets of development.<'w

v specific study is proposed for this country.l The distributior J
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”increase the demand for labor, the amount of research and availability
fof resources to farmersg in rain—fed and irrigated areas and other patterns
}relating to public expenditures in development.. We propose to obtain
1sufficient survey data from India to allow. empirical indication of ‘these™
feffects over the past decade. However,: we,also propose to develop general
ymodels of - development designed to incorporate equitable distribution

ﬂof the benefits of progress.’ Previous models and theories of development

ialmost emphasize growth in G NYP. as the sole goal of development. We

'propose to examine models in which minimumlrestraints on employment and

fincome for various regionalgi‘come and. opulatiof?strata are included

1and to compare the implied effects on development with other policy

alternatives which give positive weights t both the growth and distribution
might‘be used to better guarantee simultaneous attainment of these goals.
Major advance in agricultural productivity and food supply over

GtheﬂlaSt,decade'have_come}from‘adapted:high4yielding?varietiesfanofassociated

jwractices of fertilization and plant protection measures.' These

jadvances‘have been greatest generally in regions of ample rainfall or

'prlies of water for irrigation.1 This practice bundle has
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as'means of extending the time,dimension of land use: and,agricultura]

productivity. Improved watef use ndﬁefficiency 8’ greatly'restrained

> externalitieshamong farmers and

villages in water use,”}" ‘1 nowledge on water suppmies and technologies,

iFood aidlpossibilities can be incorporated into these analyses

through consideration of Title II projects.

Several other specific problems of agricultural development pose

thelneed for special studies.' One of thes isrin the area. of agricultural

zcredit.; Most developing countries have iubli'_institutions to increase

R

ithe supply and lower the price ofzagricultural credit.} However, _':fV:

~ 1most _ypical that these programs operate ineffectivelyiinJsupplying

fsmall farmers with credi_;and thus in speeding the transitio‘ from; f

Tsubsistence to market operations. Similarly, low-cost credit through

'public mechanisms often moves to larger commercial operators while

ismall-scale\semi-subsistence operators must“rely on,high—priced cred11

5throug the~private mawket. Another particular problem of _evelopmenl

e at o‘ Policy:implementation and administration-aj b

ower\training, models of implementation and a detailed specification of

policy for e: lopment. In the same framework, there~is
ific study of the interrelationships of agricultural,policies of
developed countries with those of developing countries.

The many activities which the U.S. encourages in- underdeveloped

Qcountries required a constant quantity of on going rese»rch 1in: these
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areas 80 that programs may be improved expanded or terminated depending
‘on the Outcomes over time. This project expects to continue analyzing .
fhese Kinds of issues and providing the best answer poesible given time

and data limitations. - We shall attempt to investigate the most pressing
problems so that payoff from the research support given by the

Agency for International Development will be maximized.





