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PREFACE

A contract to develop a Research Map (a program of research) on Food

© e ———————

-

For Peace was awarded by the Agency for International Development to the

——

Economic and Agricultural Development Center of Michigan State University
in June 1964. The scope of the Plan of Work covered most phases of the
complex P.L. 480 program. Under ome part of this Plan of Work an Annotated
Bibliography was prepared. And in each specific proposed project, a brief
review o’ past and current research is being presented.

Ihe Food For Peace Policy Committee, in reviewing progress under
this research contract, requested that these research reviews be brought
together and evaluated for use in considering near term decisions on Food
For Peace policies: Our Scientific Monitor in AID and members of the inter-
agency FFP Advisory Committee urged the Michigan State team to take on this
assignment even before completing the Research Map, and advised on procedure.

This Research Review is organized by subject matter and issues as they
will be identified in the forthcoming Research Map. For those major lLssues -
mainly policy issues - identified in the Table of Contents, there is an
arfaying of the more relevant evidence, an evaluation of this evidence, and
conclusions. It should be emphasized that we have drawn on part, but only
part of the Bibliography =~ some 80 items out of over 500 - but we believe
that these items are the more relevant to major policy issues.

I have drawn heavily on the work of my colleagues for this material, but
the responsibility for the selection of issues, and the summary statements
nust be mine alone. The names of co-workers, consultants and advisors are
provided in the Third Progress Report.

Lawrence Witt

Professor of Agricultural
Economics
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MAJOR FOOD FOR PEACE ISSUES

ECONOMIC AND FINANCIAL

1. The Place of Food Aid in U.S. Foreign Aid Programs

The Issue

P.L. 480 food aid now represents a substantial part of our total
foreign economic assistance. Some economists argue that economic aid
through the P.L. 480 mechanism is inefficient and reduces the overall
effectiveness of the U.S. aid program. The counter argument states that
about this amount of aid in the form of food is needed, and that the
P.L. 480 procedure is about as efficient as other mechanisms in distributing
aid. Also food aid has desirable domestic and international political
dimensions. Comparison of the economic impact on receiving countries and
the U.S. of alternate roles and magnitudes for the P.L. 480 program would
resolve this issue. Alternatives to P.L. 480 which could be included
are: all aid in unrestricted dollars, aid in dollars tied to purchases
in the U.S., and aid in dollars with a certain sum specified for certain
types of U.S. commodities. One of the important questions relates to how
many U.S. agricultural commodities would be used under the different
alternatives.

Relevant Research Evidence

The more important research bearing on this issue ranges from a
number of specific country studies to global estimates of the amount of
aid that can be provided as food to estimates of the real value of food

aild.



Kahn (45) concludes that under the circumstances of the 1950's Title I
P.L. 480 assistance was as good as dollar aid.

++sthe macro effects of a Title I program may well differ

very little from those of direct dollar aid, and that seems

to have been the case in Israel. (p. 587) ...from the stand-

point of Israel, the aid it provides has been almost as good

as free dollars. (p. 591)

There is reason to argue, however, that Israel represents an exceptional
case, in that the growth rate was sufficiently rapid as to require
substantial increased imports of food, and P.L. 480 provided this food
without additional foreign exchange requirements.

An ECAFE/FAO study of the use of agricultural surpluses in Japan (23)
considers the period 1954-1957, and three agreements with the U,S. to pro-
vide agricultural commodities. The first agreement, under Section 550, MSA,
apparently was equivalent to dollar aid.

Consequently there was an urgent need in 1954 o import much

larger_quantities of foodgrains to ensure that domestic

L food/ requirements could be met....Japan's holdings of

foreign exchange...were seriously depleted... (p. 4).

The two P.L. 480 agreements were sought, especially by the Minisiry of
Agriculcure, ac an aid to development, but also as a means of bypassing
the Japanese Government s retrenchment policy in public finance.

The decision to seek further surplus commodities...was due,

however, to the need to obtain additional yen funds for

development purposes....This arrangement also relieved the

strain on the country's United States dollar holdings... (pp. 4-5).

An analysis of P.L. 480 assistance to India also compares Title I
agsistaace against the criterion of unrestricted dollar aid. Sir John
Crawford (16), of Australia, after a tightly reasoned analysis of the

relation of P,L. 480 to the Indian development program between 1951 and

1958, seems to suggest that food impor:s were excessive, that the food



...would be used, but non-food aid in lieu of the excess over
minimum needs may more effectively lead to economic development. (p. 388).

It should be noted that here, as elsewhere in this article, Crawford argues
that some P.L. 480 assistance does support development, partly as a substitute
for commercial imports that would otherwise have been necessary, and partly

as a resource in its own right. In a paper commenting on Crawford,

S.R. Sen (65) states

If P,L. 480 supplies were not available, India would have

certainly preferred to restrain the rate of increase of

consumption rather than that of investment. She would

have either reimposed the food controls which she had relaxed

in 1954 or cut down the import of other consumption

goods, ... (pp. 396-397).

We know of no empirically based research which deals with this question
for the 1960's for a particular country. However, there are a number of
recently developed global estimates of the amount of food aid that can be
effectively utilized.

The first estimate on food aid in relation to total economic aid is
attributed to Ezekiel in an FAO report (26). This was that 30 or 40 percent
might be provided through food, based in part on food consumption patterns
in India, and in part on the assumption that labor intensive projects would
predominate. A later FAO report (25) estimated

...that food aid for economic development alone could not

be expected to amount to more than one sixth to one £ifth
of the total capital aid required by underdeveloped countries

(p. 3).

One of the experts who contributed to this FAO report, Rosentein-
Rodan, recently pointed out that this ratio applies to India and is larger
than can be used in most other countries.

+sofood deficiency and a general lagging behind of agriculture
are consi.dered to be the main obstacles to reaching the plan's



(Third Plan) objectives. It may be therefore legitmately

inferred that the scope for a productive use of food surplus

is iarger in India than in most other countries. Yet the

scope for it is not more than between 1/6 and 1/5 of the

total foreign aid (60).

The Key words in the above quotation are '"productive use of food
surpluses’. He also notes that:

++othe Institute for Economic Development of the International

Bank of Reconstruction and Development has the most complete

collection of development programs of various countries....

Going through all those plans one cannot find one which

could use more than 15 to 20 percent of surplus foods as aid.

It should be noted that the reference is to total capital required and
not to U.S. public assistance alone.

The proportion of total aid that can be provided in food will be smaller
if the available food commodities are mainly food grains, and will be larger
if vegetable oils, feedgrains, dry beans and animal products are included.
The structure of the development program will also shift the possible pro-
proportion. A relatively largé proportion of labor intensive projects will
increase the amount of food shipments that are appropriate, while a develop-~
ment program which draws on imported machinery and engineering skills is
likely to decrease the appropriate food proportion of the aid to:al (26, 88).

A different global calculation has been made by Fitzgerald (29). From
the total $14 billion committed by the United States between July 1, 1954
and June 30, 1964 he deducts (1) grants for disaster and other relief,

(2) local currency sales to Japan and developed countries in Europe, and

(3) local currency earmarked for U,S. use, to attain an estimate of 8.7

billion of development assistance. He further assumes that without P.L. 480,



the U.S. foreign ald appropriations would have been 10 percent larger, leaving
a net $7 to $7.5 billion of food aid. Finally he deducts another third or
s0 as representing consumption assistance, and concludes:

If this is roughly correct, then the net investment component
of food aid during the last decade amounts to the equivalent
of $4 to $5 billion, or an average of $400 to $500 million

a year (p. 4).

Later he generalizes in this manner:

During the last decade food aid has contributed substantial
additional net resources to developing countries--estimated
by the writer at nearly $1 billion a year=--of which in the
order perhaps uf $500 million went into investment or released
other funds for investment. Since even 'cash" foreign
assistance does not generally result in a dollar's worth of
investment for every dollar's worth of aid, it may be con-
cluded that food aid is, in general, at least 50 percent as
useful as non-food aid in contributing to economic growth

in developing countries. The usefulness of food aid for any
particular country will depend, or the one hand, on the
amount of external resources the country would receive in
the absence of food aid and, on the other, on the net effect
of food aid on current consumption and investment (p. 39).

A slightly different calculation is provided by T.W. Schultz (52),
whereby he estimates the value of P.L. 430 exports to the receiving country
(as imports but not necessarily as foreign aid). He summarizes this cal-
culation as follows. (But note that he begins with the CCC cost of Title I
authorization, and not, as Fitzgerald does, with export market value.)

(1) cCC costs of P.L. 480 products appear to me to have

been in the neighborhood ©f twice the value of these products

had they been sold freely in world markets.

(2) Costs to the United States of P.L. 480 products measured

in terms of marginal revenue foregone from foreipgn sales may

have been zero, provided we treat our farm programs and

wgricultural production as a constant.

(3) The value of P,L. 480 products to the countries receiving
them has perhaps been about 37 cents for each dollar of CCC costs.



(4) Accordingly, under conditions set forth in (2) and (3)

above, there is a substantial range for negotiating P.L. 480

transactions, inasmuch as the value to the recipient countries

is about 37 cents per dollar of CCC costs and the cost to

us in earnings foregone may be Zero, on the shaky assumption

that we will not improve on our agricultural policies.

(5) It is a serious misconception to treat ail P.L., 480

appropriations to cover CCC costs as if these were a valid

measure of the true value of these farm products to the under-

developed countries receiving them. Half or more are simply

a consequence of our farm programs (pp. 1023-4).

Of course, neither of these calculations provides assistance in esti-
mating the marginal value of an increase or decrease in the food aid proportion
of total capital aid.

Evaluation of the Evidence

A larger discrepancy among estimates hardly seems possible. Differences
in the beginning figures account for some of the differences, thus the
three country studies begin with export market value. Had Schultz started
with this figure, his calculations would be slightly less damning. Israel
and especially Japan do not seem to be appropriate countries from whick %o
generalize, but India perhaps is too far in the other direction. 1In any
case the changing program, the long term contracts after 1959, the recent
history of population growth and lagging food supply, and the harder terms
legislated in 1964 make it difficult to apply any of this specific quanti-
tative evidence to 1965. Nonetheless, the arguments that Fitzgerald aand
Schultz present should prevent the easy assumption that all such exports
are development assistance. The Indian based conclusions of Crawford and

Sen a:gue also that a portion of the Title I imports are for consumption

but not development.



Conclusions that can be Drawn

For a few countries, such as Japan and Israel, food ald was almost as
good as dollar aid. But these were exceptional cases. Observations on India
indicate that for the 1950's food shipments were less productive of develop-
ment than local currency. Since the major FFP recipients are m re like
India, it is probable that, in general, development would be more rapid if
they were able to substitute gsome additional industrial products for some
food aid. Though no recent studies deal with this problem, it is likely
that this situation continues to the present.

The hardening of the terms in Title I Agreements (the freight rate
provisions, the limitations on "1ike" commodity exports, the convertibility
of some local currency) reduce the size of the possible economic develop-
ment effect of such shipments. A reduction in the flow of foreign exchange
resources (through reduced foreign aid) is 1likely to make the food aid less
productive of development, while more hard currency resources will enhance
the possibilities of using food shipments productively.

Several estimates have been made as to how much food aid can be used,
starting from an estimate in the middle 1950's of 35 to 40 percent to one
of no more than 15 to 20 percent made several years ago. No great credence
can be given to any such figure, since the individual country differences
in the amount of food aid that can be productively utilized are sufficiently
great to make an overall proportion of food aid almost meaningless. The
exclusion of three countries, India, Pakistan and Egypt would greatly re-
duce this proportion, while their inclusion would increase the proportion
that would be meaningful.

Moreover, food aid defined as wheat has a more limited role than food

aid defined as a wider range of products. And a country like Colombia which
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has limited lad resources on which to expand grain production would gain
more from a wheat aid program than would a country with substantial pro-
duction potentials,

Finally, not all FFP shipments can be considered as food aid. Some are
grants for disaster and relief, some food shipments provide local currency
and save expenditures of U.S. Government dollars, some support consumption
but not development, and other deductions may be proposed and debated.
Again, it 1s more relevant to consider count: r programs and strive for an
additive total, than to use a rule of thumb such as that about half the
shipments represent development aid and the rest something else. Moreover,

changes in P.L. 480 rules will change the proportion.

2. Alternative Mechanisms for Commodity Transfer
The Issue
Given the decision to make U.S. farm commodities available to another
country for some mutually accepted purpose, what is the best way to transfer
the commodity? Aside from normal commercial trade, three broad mechanisms
are available.
(1) sales for local currency
(2) Loans in dollar terms, but tied to U.S. commodities
(3) Donations of the commodity
Are there significant differences among these procedures? Whut are
the advantages and limitations of each? Is one of them a most desirable
procedure? How well have the actual programs worked?
Relevant Research Evidence
The four Titles of P.L. 480, of course, fall within these three cate-

gories, with Titles II and III representing several kinds of donations.
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Conceptually there are several possible kinds of local currency sales,
depending upon the way the local currency is handled. And if the local
currency were to be donated to the host government, then even Title I
could be included among donations.

Obviously each of these Titles is an effective mechansim; the question
is how efféctive. Comparison of the three broad categories or of the four
Titles is clouded by the different pattern of objectives attached to each
procedure. Thus Titles I and IV are bulk supply programs, which bypass the
international market systém, or postpone adjustment to it, but do utilize
the host country marketing system to distribute the commodities. Titlés II
and III however byﬁasa,‘for the duration of the program, both the inter~
national and the national market system. Thus they are directed via projects
to particular groups of people. It is evident that for‘certain“gurposes
donations are more effective techniques, while for other purposes local
currcncy sales or dollar loans are more effective techniques,

Several types of comparison may be made, including program aid versus
project aid, the personnel needs of the several approaches, the relative
effectiveness in attaining stated objectives, returns to the United States,
or the gains for the recipient country. There are others, but even for
those listed it is not possible to provide complete answers.

The program versus project aid question is a general and recurring
foreign aid question; there are several reports which apply these questions
to farm commodities. One of these is Fitzgeruld's recent study for the World
Food Program (29). He calls program aid "bulk-supply food aid" and points
first to two problems, (1) the potential interference with normal commercial

trade, and (2) the potential interference with normal food production in



the recipient countries, He discusses both the problem potential and ways
to avoid the problem, and believes that not all the problems hewe been
avoided in actual program operations. Thus,

Bulk-supply food aid may have had more harmful effects
on aggregate production and its sector composition during
the last decade than on international trade (p. 9).

Later he points to the management of local currency as a possible problem,
as well as to negotiating procedures by which these problems can be re-
duced. Finally,

Bulk-supply food aid is not synonymous with '"food aid for
support of a country's long-range development program,'
While bulk-supply food aid is sometimes used to support the
government's general budget, and through it a comprehensive
development program, much more often it is used to support
a variety of individual projects, which may or may not be
in any governmental budget and which may not be part of any
long-term development program, frequently because no such
program exists. In contrast, project-oriented food aid, as
the name implies, invariably is used to support specific
projects. Such projects may be, but usually are not,
specifically contemplated within a long-range developmental
program (p. 15).

Turning to project aid Fitzgerald comments that

»+sproject-oriented food aid...has certain inherent limi-
tations that do not apply to, or do not apply with equal
force to, bulk-supply food aid. The development of indi-
vidual projects, or their extraction from an overall
development program; the preparation of specific food
budgets; the receipt, storage, transportation, and physical
distribution of food to end users; the separation of these
activities for spedific supervision; the provision of the
necessary non-Iood resources, if necessary by diversion
from other competing uses; separate audit, inspection, veri-
fication, and evaluation are all limiting factors. In many
developing countries administrative capacity is at a premium,
and project-oriented food aid frequently makes fairly heavy
demands on this scarce resource.

Project-oriented food aid is more adaptable to certain
situations than to others. In developing countries without
reasonable comprehensive development plans project-oriented
food aid may well have a built-in incentive to increase
the development effort since detailed project plans are required
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to obtain such aid. To the extent that project~oriented

food aid results in either a shift to, or an increase

in, total resources devoted to projects with a high labor
component, there is a useful contribution to levels of
employment and personal consumption. Project-oriented food
aid facilitates experimental approaches to economic develop~
ment, particularly in the broad field of livestock and
poultry expansion. It may be well adapted to areas in which
the commercial market is underdeveloped or inadequate for any
one of a variety of reasons since the provision for food

aid satisfies the increased demand of consumers. It is

quite suited to institutional feeding, including school
lunches, since in these instances the problem of distribution
of the individual packages to numerous end users and their
families is avoided. Many kinds of institutional feeding,
again for example school lunches, are likely to represent
almost 100 percent additional consumption (p. 42).

A conference held in Britain under the auspices of the Ditchley
Foundation brought together an international group competent to discuss
food ald programs. Early, the short report states: (21)

The successful use of food aid given. to support a programme
clearly demands an effective, well-balanced development
effort. The more effective the development programme, the
nore successful the food aid and vice versa (p. 14).

After pointing to the need for money to defray the non-food costs of
the project and the need for technical and administrative personnel, the
report compares program aid and project aid:

The scarcity of such resources--especially trained manpower=-
is a great limiting factor so far as food aild projects in
developing countries are concerned. There are a number of
ways of alleviating this problem including the incorporation
of food aid prejects in development activities already
planned for which both money and personnel resources are
already assured; the tapping of outside sources of funds

such as voluntary organisations for the money needed to
transport food or to buy tools or machinery or other requisites;
and the use of technical experts financed by Specialised
Agencies of the United Nations, the UN Special Fund, or
unilateral aid programmes to give technical supervision to

the project. Advice on the physical handling of the food

is often required also, and the financing of experts to

give this advice is a proper charge against the cash resources
available to the agency supplying the food to the projectss..’
Careful plarning, a critical appraisal, and the assurance

in so far as possible that non-food requirements will be met,
are essential (p. 20).



And the concluding statement is:

Programme aid and project aid should not be looked upon as

mutually exclusive but rather as complementary to each other.

Each has its role to play. Although there is undoubtedly

room for considerable expansion in project aid, the diffi-

culties in the administering agencies as well as the recipient

countries of developing and administering a very large volume

of sound projects are such that programme (i.e. bulk supply)

aid will probably continue to be the vehicle for the trans-

fer of by far the larger portion of food resources reaching

developing countries on concesslonal terms (p. 23).

The relative effectiveness of the several approaches is suggested
by the above quotations. The purpose to be served and the relative quality
of the host country's development programs are likely to press for one or
another approach.

It also is fairly clear that donations=--project aid--require more
administrative personnel, although the comparison of personnel needs for
Title I with Title II or III projects usually does not include the person-
nel needed to utilize and account for local currency. If development is
claimed as an aspect of the local currency sales program, then such
personnel needs properly should be added to the personnel costs of commodity
transfer mechanisms.

The direct monetary returns to the United States are greatest with
the dollar loan mechanism and zero under the donation program. Local
currency sales cover the intermediate range depending on the country and
eventual dollar savings of the U.S. Government. The non-monetary returns
may be very significant but there is no present basis for a solid assessment.

Similarly, hard data and information are not available for an appraisal

of the benefits to recipient countries, although general assessments have

been made for a number of countries, and are summarized in Witt and Eicher (88).



One other aspect of the process may be examined. Fitzgerald (29)
provides several tables on time lapses between stages of program request
and implementation for projects processed between Jand, 1963 and Aug. 31, 1964,
In one case he compares project-aid under the multilateral World Food
Program with that of the United States showing an average 359 day time lapse
between receipt oif request and the loading of the initial shipment for the
WFP compared with 211 days for the U,S. (p. 25). The former of course was
a nev agency, developing operating programs and-procedures. The 120 day
lapse for the U,S. between the receipt of the request and the approval of
project (based on 42 cases) is surprising.

Another table, dealing only with the WFP Emergency Aid indicates that
the most prompt shipper took 79 days from orders to ship to arrival at the
unloading port, while the slowest took 124 days (p. 36). With such lags,
emergency aid can only function to replace inventories or to service a
continuing emergency.

Evaluation of the Evidence

The published research on this issue is very sparse. The criteria
used to place a country or proposed agreement in one category or another
1s not cear to those. outside government (and even some inside). This is
especially true for Titles ¥.uad IV, but also applies to certain types of
Title II and III programs, such as school lunches. Nearly all of the state-
ments comparing these programs, seem to be based more on administrative
evaluations than upon empirical evidence., Data suitable for the evaluation
and summary of the non-monetary gains to the United States, and for the

real returns within the host country are totally absent,
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Conclusions that can be Drawn

There are particular purposes for which each mechanism of commodity
transfer is particularly suited. Thus the choice among them is made partly
on the basis of program objectives. Within each broad category there are
possible variants in the mechanisms; no specific comparisons have been
made. The U,S. ownership of local currency has created a number of problems
that could be less serious if the local currency is owned by the host
government, as 1is the case with many other aid programs. Local currency
is the next issue,

Program aid, aside from the handling of local currency, is an efficient

procedure for the transfer of commodities. This applies to Titles I and IV.

Project aid, such as in Titles II and III, is a much more cumbersome procedure,
and requires more personnel resources. But it has the real advantage that
such aid can be geared to specific objectives within the host country, even
when there is not an effective overall development program. Project aid is

of special value in attaining social objectives.

The money returns to the U.,S. are least with donations, and largest with
the Title IV loan program. But the value of the non-monetary results of the
programs to the United States and to the recipient country have not been
estimated in a systematic way. Without such information the several approaches

cannot be adequately compared.

3. The Local Currency Problem
The Issue
The accunulation of currency in major recipient countries is one problem

with many ramifications. The size of the accumulation threatens to become a
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political problem in some councricsc. The confusion as to what these currencies
represent affect Congressional actions and public attitudes. The reservation
of some of the currency for certain U.,S. uses (Cooley loans), and the various
activitics assoclated with the allocation and expenditure of these currencies
all add to the complexity of inter-govermmental relations. A number of
Embassy and AID employees abroad and Treasury employees in Washington are
required to maintain accounts for these funds. The use of these currencies
may or may not have inflationary impacts, depending upon the monetary and
fiscal policy of the host country, and the U.S., may or may not have influence
on these policies and the local currency use in development programs. These
problens are particularly acute among the major Title I recipient countries.
The appropriate questions include the following. What can the U.S.
do with present currency accunulations in major recipient countries? What
can be done to insulate or prevent the future accumulation of currency?
Doco the U.S. have any leverage in the use of this currency? Can the complex
procedures now required in certain uses be reduced or made more flixible?
(The »revious two questions assume the continuance of U,S. ownership of Title I
currencics.) Uhat are the conflicts between local currency use and develop-
ment? In what way and to what extent can such currency contribute to
develon.ent?

Relevant_ Rescarch Evidence

nescarch and experience indicates that there is much confusion in the
concan: »f local currency received as payment for Title I shipments. Many
scople %n Conpmress ond among the lay public treat this currency as "almost
dollarn.’ Yet it is clear that in major recipient nations the local currency

cannot be trcated as equivalent to money. lason (48) uses the apt term
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"Foreign money we can't spend" and snggests that serious political problems
arise in countries where there is a rapid and substantial accumulation of
this local currency. Mason and others (49) in recommendations to the
Undersecretary of State (then Douglas Dillion), made two suggestions for
extricating ourselves from the excess currency problem. One involved a
new sales concept where the commodities would be sold for only the amount
of currency which the U.,S. Government realistically would be able to use;
the remainder would be a grant, some part of which would be earmarked in
support of particular programs. The second proposal discussed Bi-National
Foundations.(pp. 30-32). Only the latter seems to be receiving current
consideration,

The contribution of local currency to economic development is subject
to a wide range of interpretations., According to Mason, et al., (49) it
has little value.

In our opinion, the greatest single impediment to the
proper handling of the local currency situation is the
widespread confusion and misunderstanding over the nature
of the currency itself, its possible uses, and its inherent
limitations. The very words "currency' and "money'" customarily
denote something which is desirable to own, definitely worth
saving, and only too easy to use., It is difficult, therefore,
to convince people that these local currencies which we are
accurulating have little in common with dollars or with other
freely convertible money, and that these funds have limitations
which frecuently make it difficult for the United States to
use them for purposes which are either in our interest or in
the interest of the countries we are assisting (p. 5).

Money itself is not a resource; it is a claim on a country's
resources. Vhen the United States supplies a foreign country
with the latter's own local currency, we are not increasing
the real resources available to it--we are giving it an additional
claim on its oun resources. In fact, because such loans or
grants are primarily to governments, we may be adding to the
already Licavy concentration of claims on the country's resources
in the hands of government, at the expense of the private
sector (p. C).
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and in commenting on local currency as leverage, the report states:

Inasmuch as our excess local currency accumulations have
limited economic value, what of theilr importance as a leverage
factor? Our conclusion is that, as a rule, the local currencies
themselves, with their limited utility to the foreign country,
do not furnish the United States with very powerful leverage.

A foreign country may well accept loans of its owm currency
and may direct its efforts in activities or projects compatible
with what the United States thinlis advisable, but we believe
that this is generally more the result of persuasion or of

the country's desire to please the United States for political
reasons than because of any leverage factor contained in the
currency itself (p. 8).

There are a number of countries which have smaller Title I programs
and where the inflow of local currency is small relative to the total level
of the economy and not large relative to U,S. govermment expenditures. In
such countries there are more possibilities of using most of this currency.
It may be used as logistical support for military programs. It may substi-
tute generally for dollars which would have been expanded in that country
through the normal operations of the U.S. Government. It may, with the
consent of the local government, be allocated to development programs within
the country. These may be loans or grants to governmental units or loans to
nongovernnental entities.

The Mason et_al. report does recognize such possibilities

There are also certain situations where these local

currencies can be genuinely useful to the recipient counury.

In soue countries, local govermments lack sufficient strength

and stability adequately to finance their expenditures by

taxes or sound borrowing. In such cases, the sale of U.S,

cld-coimodities for local currency can provide the local

governient with funds needed to run its domestic affairs...

These special situations, however, are not the cases which
centrlilute to the excessive accumulation of local currencies (p. 7).

Dot tic Japan (23) and Colombia (32) studies indicate that much of

e local curteacy was used for agricultural development, and provided the
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Ministry of Agriculture with leverage vis-a-vis the Treasury in developing
budgets. This concentration, however, does not persist; and in many
countries never existed. One of the local currency loans in Colombia appears
particularly helpful. It seems

...that this substantial Title I currency loan was impossible to
finance through local banking channels, but did convert the Cauca
Valley Corporation (CVC) from an engineering and planning
operation to an operating program. Its successful use of
the local currency proceeds enabled the CVC to justify its
applications for large international loans (p. 55).

The Israel (30) and Turkish (2) reports indicate that the projects
nominally financed were already within the development budget; the true
increments were financed with the released funds and have different charac-
teristics from those nominally supported by Title I currency. Some of them
do not appear to have much development significance.

Ginor's report (30) on Israel local currency investments iadicates that
the identified loans had a smaller import component than the average loan made
through the State Development Budget, and also indicates that without Title I
the total development program would have had a smaller iaport component. Thus,
the true additions to the Israecli development program were some o: the non-
Title I loans, rather than those actually financed (pp. 2-:-47).

The Aktan report (2) on Turkey points out that P.L, 400 local ¢ . reiey
was only a part of the counterpart fund available. To a degree iL is uot
possible to assess which projects were truly Title I finavrced and whicl were
supporced by other counterpart funds (p. 327). But in a more fundamen:al
sense the various local currency allocations in the Ministry of Defense,
with the exception of a literary training program

...have not initiated any new programs..., but were used for

projects that would, normally, be undertaken by this Ministiy...,
(pp. 327-328).



and later speaking of State Economic Enterprises

...we conclude that even in the absence of the local currency

loans, all or nearly all of these investments would have

taken place (p. 343).

The ECAFE/FAO report on Pakistan (24) provides a table which indicates
that the government sector expanded the money supply between 1954 and 1958,
by nearly 600 million rupees in 1956 and over 900 million in 1957, while
P.L. 480 local currency accumulation subtracted about 300 million rupees in
each of these years. Many of these accumulated rupees were spend in 1962
and 1963 on rural work projects,* fortunately during a period of good harvests
so that there were no serious inflationary effects. This appears to be a case
in which the early accumulation of local currency had a counter inflationary
effect, but later was spent outside the budget and outside the Five Year
Plan. It represents a situation in which the local currency provided signifi-
cant leverage to the United States. Since many of these funds were available
on a grant basis the leverage was enhanced.

Thus, aside from Pakistan, there are a number of countries, particularly
among the larger Title I recipients, where the United States Government (AID)
is putting considerable effort intp reviewing projects which probably wonld
be implemented anyway, yet is having, through this process, little or no
influence on what are truly the net additions to the total program. An
expansion of the Title I program and the increasing sophistication of the
monetary authorities in various countries is likely to decrease rather than
increase the leverage which the United States has with respect to local

currency use, and to decrease the number of countries in which the U.S.

still has some leverage.

*According to John Wilson, until spring 1964 on AID assignment in
East Pakistan.
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Witt and Eicher (88) conclude a discussion of local currency in these terms:
Finally, it is necessary to re-emphasize that local currency is

not a developmental resource. It can be used to by-pass
institutional, monetary, and fiscal rigidities, but it also is
a dangerous tool, capable of promoting strong inflationary forces.
Inflation, by itself, can both stimulate and warp the develop-
ment process. Large accumulations of foreign currency are developing
in a number of countries. Such currencies, owned by the U.S. Government,
are likely to pose political problems between the U.S. and the relevant
country. The arbitrary character of these funds should be recognized;
they should not be treated as if they were dollars, and in some cases

should be granted back to the local government... (p. 68).

Another and recent element of the local currency problem is the increased
reservations of local currency for U.S. uses. Conceptual analysis indicates
a conflict between increased U.S. use of local currency (and the consequent
decreased foreign exchange availabilities) with the economic development
goals of the recipient country. One possible major increase in currency
reservation is in the Cooley loans to American businesses operating in the
recipient country. Such loans may or may not contribute to development.

But they can have considerable impact upon foreign exchange resources. Other
aspects of stiffer terms, such as the set asides for market development,

with exchange privileges, the changed rules on ocean freight, and other
proposals to make '"Title I more businesslike" conflict aleco with :he U.7.

and recipient country's desire for more rapid development., But there ir no
published research known to this research group that estimates the quanti-

tative importance of these changes.

Evaluation of the Evidence

Most of the discussion of local currency is based upon countries
which are large recipients oi Title I commodities. It 1s in these countries
that the program is large enou',h to have a visible impact, but in these

countries the excess currency problen Lt 1'kely to appear. In countriecs
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where the Title I programs are small, the value and leverage of Title I
currencies may be more favorable. These two categories should be differentiated.
Still the bulk of the Title I program is with some eight or nine countries,

where excess currencies are a serious problem.

Conclusions that can be Drawn

There should be more differentiation in program planning and evaluation
between excess currency countries and those in which the U.S, is able to
use the local currency.

Local currencies derived from Title 1 have accumulated to an egcessive
degree in a number of principal Title I recipient countries. These currencies
are a source of political friction. They are not a development resource of
any great magnitude sand are likely to become less so as the host country
better understands monetary and fiscal operations. Procedures which insulate
such currencies from the recipient country's national money supply or prevent
their accumulation would have many benefits and few costs.

In countries with suall Title T programs the United States either has
some leverage in influending development or saves della-e over ¢ period of
years as the funds substitute for dollar expenditures. Tn ~uct -a- ~ -
local currency development assistance is short term assizcance only, .~ -
parable to a dollar loan and likely to be less carefully evaluated. In miny
such countries Title I is essentially the use of food to prepurcaise cUrLency
which is to be spent in the host country over a period of time,

In general, the United States incurs a substantial adninistrative overhead
in evaluating projec:s, in rccounting for funds, and in budgeting programs,
which reduces to a degree the ac. U.S. returns from these currencies. Moreover,

the actual marginal incremerts to -ac dev:lepment piopgram due to the combi-
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nation of P,L. 480 commodities and currencies often, perhaps usually, are

not the ones identified in the local currency loan agreements.

4. Expanding the Range of Available U,S. Commodities

The Issue

Certain U.S., commodities are available for all of the FFP uses. Some
foods are availeble in limited supply, while others are never or hardly ever
available for programming. One argument is that more nutritional improvement
could be accomplished 1if a wider range of products were available. Better
school lunch programs could be developed more easily with a range of products,
and they could incorporate more of the protective food items. To what extent
1s it appropriate to restructure U.S. production for nen-commercial outlets
abroad? What are the costs and benefits of such changes? Is it pessib.e
and desirable to insist that the host country provide such nutrients? Are
there cheap non food procedures by which the same nutriticnal objzctives
might be attained?

Relevant Research Evidence

The problem is essentially one of estimating the costs cf waricus
alternatives and the comparison of the accomplishments of the prograuws
associated with each alternative.

Data available in the Department of Agriculture would emable agricultural
economists to estimate the possibilities and domestic costs of enlarging the
range of commodities available to Food For Peace. It is possible to zalculate
the approximate cost of producing a smaller wheat surplus and a larger scybean
surplus, or to convert some of the feed grain supplies into larper gquantities
of nonfat dry milk, Whether the Staff Economlsts Group have made guch actual

estimates in official documents is nct known but related estimates have been
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made on domestic policy alternatives. There also are data and judgments
available by which the USDA can estimate the amount of commodity forthcoming
over a period of time as a consequence of a 5 or 10 percent increase in the
price of, for example, dry skim milk, compared with other agricultural
commodities.

What is not available, however, are calculations of the possible gains
which the Food For Peach program would enjoy as a consequence of a larger
range of commodities. Furthermore, the domestic and foreign political impli-
cations of a decision to provide a broader program, such as in nutrition, at
a somewhat increased cost are not known. Even though the Public Law 480 program
has operated over a period of twelve years, it has been extended on a temporary
basis in each circumstance. Consequently, research to identify and calculate
the benefits has not been encouraged. A restructuring of domestic agriculture
to provide the kinds of commodities needed overseas would imply a permanent
program and would inspire a variety of domestic and international reactions.
Again there is no information; results can only be estimated.

There are other little known elements in the estimation. What would
be the comparative costs of producing particular commodities within the
recipient country? What would it cost to add nutrients via nonagricultural
processes, in the recipient country? And how significant would such for-
tification be for people who might not otherwise be affected oy FFP?

Evaluation of the Evidence

Not relevant

Conclusions that can be Drawn

Estimates of the costs of alternative U,S. agricultural production patterns

are made periodically in the USDA, They aiso have information for some com-
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parisons of food versus chemical additives and other means of fortification
to provide an improved nutritional balance in diets. At least some of these
estimates have been made in an AID-FFP context. However, there is little
basis for making comparable estimates of alternative production costs in
specific overseas countries. And there certainly are no data by which to
calculate the economic, social and political benefits of a wider range of

FFP commodities, and thus to compare benefits with costs.

5. Possible Disincentives to Agricultural Development in Host Countries

The Issue

This issue is one of the most widely discussed in Public Law 480,
There is a substantial difference among authors as to the importance of the
disincentive consequences of P,L. 480. Early in the P.L. 480 program, the
discussion tended to be conceptual. One approach argued that any additional
food shipped to the recipient country must be price depressing, hence discouraging
to agriculture, and to general development because of the predoninance of
agriculture. The other approach was that the general deveropment spurred by
food aid would overwhelm the disincentive effects, and that some countries
were already facing food inflation threats. In more saphi.sticated rorms the
issue may be posed: Does P.L. 480 actually have a disincentive effect upon
agriculture directly or upon the level of effort in the agricultural develop~
ment program? What internal counter measures can be or have been taken to
prevent disincentives?

Relevant Research Evidence

The early articles on P.L. 480 emphasized the adverse effect on recipilent

country agriculture, including Nicholls (54) and Mikesell (53) but perhaps
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the most widely quoted is Schultz (62). The comments by Sen (64) and Witt (84),

published at the same time took issue with Schultz' on the particular point
of negative impacts on local agriculture, but have received less attention.

More recently the views have become more sophisticated and a bit more
empirically based. The existence of a growing population-food dupply problem
and of food price inflationary threats is more widely recognized. The
theoretical possibility of internal agricultural price policies to offset
Title I imports s developed by Fisher (28). He pointed out, first, that the
effect in any case would be less extreme than Schultz postulated, and, second,
that it would be relatively easy to establish domestic price policies which
offset the potential negative price impact of P.L. 480 imports. Sen (64)
agrued that in the actual Indian situation food shortages were threatening
inflation, and the prevention of this was a P.L. 480 contribution. Witt (84)
tointed out that agricultural development depends on a favorable combination
of forces, and that stable prices could be more effective than high but
fluctuating prices.
Schultg, in his most recent book, (61) has modified his 1960 position.

There is a remedy for the unwanted side effects »f Public

Law 480 aid to poor countries. The large deficiencies of

food in parts of Asia and elsewhere are unfortunately beyond

our capacity to remedy by means of more 'free' focc. Even

1f we were to double our producticn and make all the additional

output available, we could not distribute so large a surplus

of food in poor countries without critically undermining

the incentives for growth on the part of the principal economic

sector of these countries.

The fact is that these food shortages cannot be permanently
satisfied except by large increases in agricultural production
within these countries and by a marked decline in population

growth, Vast quantities of "free" food from abroad can at
best only serve particular transitory objectives (pp. 6-7).
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In a footnote he accepts the view of Fisher and others that countermeasures
.can be taken.
It is not that the P.L. 480 imports are lacking in value

to the recipient country; the rub is their probable adverse

effects on internal farm prices. These can be averted if

proper means are taken and the country has the administrative

capacity to promulgate these measures (p. 97).

Both Fitzgerald (29, pp. 8-9) and Dandekar (17, ppP. 29-34, 58) argue
that P,L. 480 can have some negative effects on agricultural production, and
that positive internal agricultural policies are necessary to counteract
these effects, But Dandekar is even more concerned (and Fitzgerald less so)
in arguing against the view that lower agricultural prices may increase sales
by subsistence farmers in order to obtain mimimum amounts of cash.

The idea that a favorable price is only one element in stimulating
agriculture is pointed to by Adams et al. (1), and that stable prices, improved
knowledge on agriculture, incentives via land tenure changes, new farm inputs
such as chemicals, fertilizers, improved seeds are all elements of a package
which, as a group, may be more important as stimulants than a modest and
falling relative price of farm products may be as a disincentive. Fisher's
proposition (28) is validated (in advance) by Goering (31) as he points out
that Colombian cotton prices and various development aids were favorable,
even though significant amounts of cotton were imported under P.L. 480.
However, the situation fior wheat was closer to disincentives. A new variety
encouraged production, but price and marketing policies led to a shift to
barley and no change in wheat production despite higher yields per acre.
Colombian wheat prices were substantially above world levels throughout,

The Turkish report (2) indicates that P.L. 480 supplies led to a relative

decline in grain prices compared with farm and other prices for 1955-60, but
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the discrepancy was completely eliminated after 1961 (pp. 141-42). A very
recent study in India, (33) under USDA sponsorship, reportedly concludes that
disincentives to Indian agriculture have not been critical. This report has
not been widely circulated. The Israeli experience with feed grains is
discussed at some length in the Ginor report (30). Here feed grains were
subject to price controls prior to P.L. 480. After feed grain imports began
arriving, the government no longer feared excessive prices, removed price
controls, and both farm prices and farm production of feed grains increased.
The assurance which farmers felt about adequate grain supplies, led to a
significant expansion of the livestock industry (pp. 240-250). 1In some respects
these results are more typically those of a developed rather than a developing

country, at least in the sense that the elimination of effective price controls

is likely to be acstimulus to agricultural production.

Evaluation of the Evidence

There seems to be no justification for depending upon theoretical argu-
ments on this issue. Fisher's conceptual analysis indicates that it 1s not
difficult to develop policies whereby the recipient country can protect its
farmers against possible price declines due to additional imports. The question
is whether the recipient country actually did so, either by conmscious policy,
or by a pattern of circumstances which had the same effect. And whether such
a program can be effectively implemented and administered.

Empirical evidence is available for only a few of the P.,L. 480 recipient
countries; this evidence does not resolve the issue, because there appear to
be differences among countries and also among commodities within the same

country,



Conclusions that can be Drawn

Theoretical concepts indicate the possibility of disincentives, and
also point out ways in which farm prices can be protected from the adverse
effects of imports, whether commercial or under FFP. Thus it is necessary
to investigate the specific empirical and institutional situation to determine
whether disincentives occurred. The available empirical evidence indicates
that price disincentives have occurred in some commodities in some countries
and for certain time periods. Empirical evidence also identifies situations
in which recipient country policies adequately protected or more than protected
their farmers from price disincentives, or provided other incentives which
offset the price disincentives. The evidence does not cover enough countries
to make a general statement as to which predominates. Furthermore the in-
centives or disincentives of an earlier period do not necessarily persist to
the present.

What can be said, however, is that disincentives may occur. Thus one
important aspect of any decision to provide FFP commodities is to determine
whether internal economic institutions and policies exist in the host country
sufficient to offset possible disincentives. A fuller knowledge of the
agricultural development process in the host country will help identify the
measures needed to prevent.disincentives and to create further incentives in
agricultural production. The population pressures upon food supply further

underschre the need for the latter approach.

6. Effects on International Trade
The Issue
Protests from competitive exporting countries have charged that their

own exports have been hindered by the U.S Public Law 480, particularly Title I,
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Title III barter, and more recently Title IV. Although elaborate clearances,
usual marketing requirements and other measures, have been taken to minimize
these disturbances, the charges continue to he made (more commonly in pro-
fessional writing than in diplomatic notes). At times in the past, protests
have come that U.S. commercial exports have been adversely affected. Less
attention has been given to the possible effects a larger surplus stockpile

in the United States would have upon prices and levels of world commercial
exports in the absence of P,L. 480. What is known about the effects on inter-
national trade and prices?

Relevant Research Evidence

The basic law under which Food For Peace operates requires that the
various agreements protect the usual commercial markets of the U.S. and
friendly countries. It 1s not possible to determine exactly whether actual
Title I agreements have maintained, reduced or increased the net commercial
sales of the United States and friendly countries from what they would have
been. One part of the problem is the determination of the criteria against
which to measure any change.

An examination of possible criteria by which to measure whether commercial
trade has been affected by P,L. 480 is presented in Witt and Eicher (88, p. 27).
Several of these suggest that minimum commercial purchases should increase
over time due to increases in population and in levels of income, others argue
for flexibility to permit a change in the structure of commercial imports,
while another posses a possible decline. Actual requirements seem to have
been determined largely by negotiation on the basis of historical imports.

Some differences in interpretation will be noted in the citations below.
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One might argue that from 1954 to 1964 there would have been an even
larger increase in commercial sales as a consequence of larger populations
and substantial increases in real income levels, particularly among the
developed countries. If so, how large should such a growth factor be? It
is also possible that the structure of commercial sales would have been
different--involving less wheat and cotton and more feed grains, vegetable
oils and tobacco. One can even argue that the normal growth would have
been in increased industrial exports with declines or little change in
agricultural trade. Since this problem is not resolved, and indeed is very
difficult to resolve, the evidence on usual marketings can best be presented
as historical and statistical data only. No matter how carefully stated,
any statements on what would have been the case without P.L. 480 are debatable.

Crawford (16), for example, points out that India's

Cereal imports (commercial) were 20 percent of total imports

by value in 1951. They were down to 3 percent of lower total

value of imports in 1958 (p. 387).

But Sen (65) argues that the decline would be much smaller had Crawford used

a later base, more relevant for comparison with the P.L. 480 period; and in
any case that Australia benefited. from larger Indian purchases of wool, made
possible because she did not have to increase foreign exchange expenditures on
wheat.

An analysis of Colombia's purchases of wheat, cotton and vegetable oil
by Goering (31) suggests the variation in trade patterns. Comparing with the
pre P.L. 480 period 1951-54,

Colombia's impcrts of Canadian wheat averaged less than

32 percent of average annual imports from that country during

the earlier period. Imports of Canadisn flour average

37 percent....Peru's share of total cotton imports has
decreased little, yet Colombia's 1955-1860 imports are only
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30 percent of its 1951-54 shipments by that country....

01l imports from countries other than the United States are

114 percent of 1951-1954 levels, while imports from the

United States have increased more than eightfold (p. 1003).

Table 1, adapted from the Israeli report (30), indicates a substantial
increase in food imports as that country expanded its population and increased
its level of income. These data show that there was a substantial substitution
of P.L, 480 imports for imports from countries other than the United States,
and help to account for Kahn's view (45) that P.L. 480 aid was "almost as good
as dollars." The figures on industrial imports indicate that imports from
the U.S. other than MSA and P,L. 480 remained virtually constant 1950-54 to
1955-60, while imports from other countries increased more than 40 percent.
Even total imports from the U.S., including aid, did not increase by 20 percent
(p. 97).

Table 1. Israel: Imports of Wheat, Feed Grains and Edible Oils
and Pats: 1950-54 and 1955-60

(Tons)
Annual Average Annual Average
1950-54 1955-60
(of US imports) (of US imports)
Other Othex
Us Title I _Countries us Title I _ Countries
Wheat 112,912 - 125,174 239,877 127,915 62,250
Feed
Grains 26,467 - 34,859 228,317  190,04C 17,142
Vegetable
Oils 2,281 - 1,614 6,238 5,340 1,243

Adapted from: Fanny Ginor, Uses of Agricultural Surpluses,
Jerusalem: Bank of Israel, 1963. Computed from tables
6.7, 6.8 and 6.10, pp. 105-10’.
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The Japanese report (23) has a somewhat ambivalent statement

Although it is not possible to assert that there was

definitely no effect at all on the development and

structure of Japan's commercial trade as a result of

purchases of United States surpluses on special terms,

it can be claimed that possibly with the exception of

barley and tobacco, there was no appreciably great effect,

since the Japanese Government has been careful to minimize

any disturbance of normal trade with third countries (p. 36).

One study examines Canada's exports to a group of countries--countries
in which Canadian writers argued that Canada was losing sales to the United
States because of P.L. 480. Stam (69) identified 18 such countries, mainly
underdeveloped, but including Japan, West Germany and Italy.

A comparison of U.S. and Canadian wheat sales indicates that Canadian
commercial sales to 16 less developed nations dropped on both a relative
and absolute basis from the average of 1950-54 to 1955-57 (when U.S. barter
sales were relatively large) but have improved since then, particularly after
1960. The commercial wheat sales of thc United States, to these same 16
countries, using 1950-54 as a base, appear to have declined more :han Canada's
sales.

Stan's analysis indicates trade losses to Canada in 1955-57 compazed
with 1951-54, but gains in 1958-63 to exceed the base years (p. 12). Japan
and West Germany were major factors in the increase. An analysis for 1¢
countries, excluding these two indicated

Canadian annual average wheat sales to the 10 countrics,..

totaled 55 million bushels, 1951-54; 20 million buchels,

1955-57; and 29 million bushels, 1950-63 (p. 312).

Table 2 accompanying this material shows wheat exports on a percentage basis,

and indicates that, usineg the sanc base, U.S. commercial wheat cxports

declined more drastically than Canada's, but have recovered slightly since 1961,



Table 2, Percent of total wheat Imports by 16 selected countries
from the United States and Canada, 1951-63

Total Commercial P.L. 480 Total
Fiscal years imports imports imports imports
from U.S. from V.S, from Canada
percent
1951 through 1954 43.5 28.9 None 18.0
1955 through 1960 62.1 7.3 54.9 6.7
1961 through 1963 75.6 9.0 66.5 5.1

Adapted from Table 4 of Stam's article (69) p. 813.

Krause (46) supports FFP on the following grounds: (1) it enables
developing nations to move labor forces into nonagricultural sectors, (2) it
provides raw material (e.g., cotton) for industry, (3) it frees up foreign
exchange for other purposes, and (4) the generation of local currencies permits
the financing of new programs which otherwise would not be considered. Krause
does, hcwever, have reservations: (1) he feels FFP competes with local
productior, (2) that it causes distortion in world trade, (3) that it worsens
the balance-of-payments position in recipient countries over the long run,

(4) that it induces currency backlogs, and (5) that it does not ieet all the
foreign exchange demands of the recipients.

Note that for Krause the substitution of FFP imports for commercial
lmports is a fact, with a consequent advantage for economic development and

a disadvantage in distorting world trade.



A tabulation and comparison of export prices, as presented in Witt

and Eicher (88) is shown below.

1952-53 1958 1959
U.S. surplus export products 100 79 76
Other farm products 100 100 99
Non-farm products 100 105 105

This seems like clear evidence that the P.L. 480 program has depressed prices
of such products. But the cause-effect relationships are not necessarily so
direct. It is more appropriate to say that the surplus situation adversely
affected export prices, and that adequate counter measures had not been taken
to resolve the problem.

Allen and Smethurst (3) argue that

Many of the complaints of thid parties overlook the indirect
benefits which they may have secured from food aid (p. 48)....
£, as an alternative policy to P.L. 480, the United States
had relied more on market forces to balance demand and supply,
then its competitors would have been forced to reclon with

the inherently strong competitive position of American agri-
culture. Both American and foreign critics of P,L. 430 appear
to have underestimated the extent of the disequilibzina in

the United States farming and its implications for 'normal'’
international trade (p. 49).

Evaluation of the Evidence

The statistics cited above appear to be accurate and reliable. The
selection of the base years, however, can significantly affect the apparent
results, particularly since the early 1950's was a period of decline in U.S.
agricrltural exports (due partly to the completion of post war reconsi-uc:ion
of Europe).

The data can be compared country by country, commodity by commodiiy,

and also certainly show gains for some and losses for others. But the defi-



nition of a satisfactory world trade situation varies with the observer.
Some will argue that a decline in prices and small increases in w lume are
the best that can be expected in light of present chronic surpluses; others
will argue that stability is an adequate compromise; while still others will
insist that trade should be managed so that the trade volume and exchange
earning., of competitive countries increase.

Conclusions that can be Drawn

American agricultural exports have increased greatly over the past
decade. Though a substantial part of this increase is represented by P.L. 480
shipments, commercial exports also have increased. The exports of third
countries increased to countries not eligible for P.L. 480 shipments. Some
decreases have occurred in exports to individual P,L. 480 recipients. 1In
some cases the recipient country has been able to increase its purchases
of non P.L. 480 products and sometimes of industrial products.

The export prices..of P.L. 480 products have lagged behind other farm
prices, and farm prices have lagged behind industrial prices. This can be
interpreted as a reflection of the surpluses, or as an indication of
aggressive export programs by the U.S. The two are rclated. Thus one cannot
blame P.L. 480 exports for low world wheat prices withou: consiliaring U.S.
export payments, and both are reflections of a U.S. and world surplus situation.

But even so, a decline in the commercial exports of third countries
(and of the U.S.,), where it has occurred, and a relative decline in prices
is one way of freeing foreign exchange for the purchase of other products.
And since most recipients are developing countries with foreign exchange

shortazes, the extent to which substitution has occurred, is development aid.
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Finally, without question, the United States has done a great deal
to keep this substitution small, through normal marketing clauses, through
clearance procedures, through reducing the size of the request, and through

regular discussion of the P.L. 480 program with representatives of interested

countries,
7. Other Economic and Financial Issues
(Lisped only)
Safeguarding Usual Marketings
The Issue

The reason for this requirement is a desire to avoid adversely affecting
commercial trade. One problem stemming from this action is the effect of
various interpretations of usual marketing requirements on a developing
country's foreign exchange expenditures and its economic development program,
A recipient country can increase its development resources if it can substitute
some Title I imports for commercial imports without a comparable loss in
foreign exchange earnings. But the Title I agreements strive co limit this
substitution. The normal marketing restrictions imposed by the U.S. Govern~-
ment, mainly via the Department of Agriculture, often also requ’re :that the
«aport of "like" commodities shall not be increased above a pariicular icvel,
(e.g. a country receiving wheat may not be permitted to export more than a
recent historical level of rice or corn.) Yet the development of man, o.
these recipient countries logically requires an expansion in agricultural
exports 1f they are to graduate into the family of nations who trade on a
commercial basis. Thus, the usual marketing restrictions and the long term
econonilc development of the recipilent country may conflict. This is partially

a short term versus a long term conflict,



Trade Expansion and Economic Development: Are they
Competing or Complementary Economic Objectives

The Issue

Most developed countries on a per capita basis are significantly larger
markets for import commodities than are the developing nations. Yet if the
latter can be brought to higher levels of living along with a growth of thelr
exports to pay for imports, the potential markets of the developting nations
are substantial even more substantial in absolute terms. Thus in the long
run, trade development will be advanced by rapid economic development. In
the short run, however, trade development policies presently involve such
things as convertibility of 104a funds, less generous terms in paying freight
assistance, and restrictions on possible savings in foreign exchange by using
Title I imports as substitutes for other imports or to free domestic products
for export. What are the effects on the economic development of the host
country of such requirements? Do they hinder development (significantly) and

postpone attaining full trade expansion potentials?

Title II Economic Development Projects

The Issue

The expanding Title II Economic Development program is ineffect a compre-
hensive decision by the two govermments on food allocations, on the economic
development project, and on the beneficiaries of the donation., There is no
accumulation of local currency because the food is directly allocated to indi-
viduals or institutions working on the projects. The program donates food,
provided it is distributed in a particular way to a particular group of people.
There are other ways to accomplish essentially the saﬁé purpose, but the point

is that in Title II agreements the United States does have leverage because
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the end uses are negotiated as the food allocation is made. In this sense a
Title II Economlc Development agreement is a tightly bargained equivalent to a
Title I agreement which includes a 100 percent local currency grant. But

Title II procedures insure that there is no lag between the use of food and the
creation of purchasing power. Government to govermment relations are likely to
be smoother without periodic local currency negotiations, and inflation is not
likely to be a serious possible consequence since there is no lagged expenditure
of local currency. On the other hand, there have been some questions as to
whether the cumbersome issuance of food by a paymaster is necessary; might
money be used, with the stores in the area of the project adequately supplied

with the proper foods.
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POLITICAL POLICY
8. U.S. Image Formation About FFP Operations

The Issue

The program authorized under P.L. 480 has a number of Titles and mul-
tiple objectives. Several executive agencies are involved in the implemen-
tation of the program. Among these agencies, with Congress and among the
interested parties outside of goverrment there are ample dpportunities for
differences of view as to the purposes of the program. Have separate
images been created? Have communication and coordination among decision
makers lid to a common, precisely defined image? Or, at least, are the
emphases similar? 1

Relevant Research Evidence

The literature dealing with the communication and coordination of FFP
operations among U.S. decision makers is not well developed. As will be
apparent below, the most relevant discussions of FFP problems are mentioned
merely in passing by authors dealing with other questions.

In his discussion of American farm policy, Paarlberg (56) touches
briefly on the question of images of FFP. He states (in the absence of
specific supportive data) that three images of the program are generally
held: (1) an "ethical" image, which emphasizes the feeding of the world's
hungry, (2) an "economic" image, which views the program from the stand-
point of who shall supply the necessary resources and how the recipients
are to be made self-supporting, and (3) a "political" image, which reflects
the manner in which the program satisfies interest configurations and has
public support via-a-vis the American political process. Paarlberg con-

cludes that these images are often held by different persons and groups.
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To the extent that they are conflicting, Paarlberg feels that effective
operation of the FFP program depends upon compromise and cooperation among
those with different images of the program.

With regard to the question of the relationship between adequate com-
munications and coordination and cooperation of FFP decision makers, the
literature is again very sketchy. Joseph Davis (19) points out in an
historical analysis that the price-support/surplus-disposal program has
"dismally failed" to realize most of its objectives; there are, however,
he feels vested interests in almost every part of this '"internally incon-
sistent and costly system'" which have had the effect of forcing a con-
tinuation of the program. If what Davis alleges is correct, it would appear
that imperfect communications may be partly at fault. Paddock (57) makes
a similar observation; but in his view the program, regardless of ineffi-
ciency, has continued to exist because of well developed channels of com-
munication among the vested interests (the agricultural bloc).

McLellan and Clare (51) in their historical examination of P.L. 480
during the period of 1952-1961 point to several areas of conflict with
respect to FFP decision makers (Congress, the State Department, and the
agriculcural interests). If, in fact, this was the case, one would expect
communications and cooperation to be somewhat strained because of the
differences. Such a deduction is borne out by the findings of the '"McGee
Report" (73), which criticized AID and the State Department strongly for
working at cross purposes to the objectives of Congress, implying very
clearly that the image of FFP held by the State Department is not the same
as that of the Congress. Menzie and Crouch (52) further document the

evolution of separate images among the decision makers of the FFP program.



After examination of the manner in which the various decisional bodies reacted

to the issue of the purpose of the program (foreign aid or domestic relief of
a surplus problem), they conclude that different conceptions of the purposes
of the program had resulted in a restricted fulfillment of the stated goals
and purposes of the program.

Viner (79) criticized the operation of the program stating (in the
absence of any concrete data) that it is so diffuse and complex as to make
any communication and coordination impossible. Further indicating that
existing communications channels are inadequate, Witt (85a) ccncludes that
U.S. policy makers have differing perceptions of the purposes of the program
regarding the reduction of surpluses, nutritional improvement of impover-
ished peoples, economic development of recipient nations, and political
stability; while he does not mention the problem of communications specifi-
cally, it would appear that adequate communication channels would alleviate
such problems.

With respect to the formal and informal channels of communication, it
is relevant to note Witt's (86) description of the P.L. 480 decision-making
process. The best study of those discovered dealing with this area is
Ripley (59) which examines the formal channels of P.L. 480 communication
(i.e., the Interagency Staff Committee) relative to the granting of aid to
India. Ripley approaches his subject from the standpoint of incrementalist
theory concluding,

...there 18 no need to insist on absolute smoothness in the working

of the Executive machinery but without similar understandings of

the purpose of the program the 'meshing' or 'dovetailing' of

activities necessary for coordination and described in the standard

works on public administration cannot exist (p. 151).

Ripley then proceeds to cite various examples in support of his case.
Finally, Menzie and Crouch (52) develop, rather briefly and in a descrip-

tive manner, the notion of informal communications, concluding that person-

alities play an important part in I.L. 480 operations.



Evaluation of the Evidence

Even though the evidence is sketchy, it appears adequate to support
a conclusion that disparate images is a FFP problem. The material is inade-
quate, however, as a basis for suggestions on how to resolve the problem.

Conclusions that can be Drawn

There are differences in the expectations or images of the FFP program.
The suggestion that there are three images -- ethical, economic and political--
appears to be inadequate. There are several economic images and at least
two political variants. The existence of these diverse images or views
makes the communication and coordination process correspondingly more diffi-
cult, especially in the relations between Congress and the Executive Agencies.
It is not clear that improved communication, in the ordinary sense of the
term, will resolve the question. There are some who understand perfectly
the image held by or desired by others, but are not willing to accept the

program objectives implied by such an image. Thus, value conflicts.

9. Relation of FFP to Foreign Policy

The Issue

The FFP program has been both an explicit and implicit instrument of
U.S. foreign policy, to a degree becoming more explicit in recent years.
The principle aims are to achieve modernization, stability of government,
and a greater degree of cooperation, and the;e are not necessarily mutually
exclusive or dependent. This leads to such questions as these. How may
less hunger and better nutrition lead to grass roots political institution
building? Does hunger cause revolution? May food support an unpopular
regime or lead to its overthrow? Tc¢ what extent is it appropriate to ex-

pect concessions of fuller international cooperation from FFP recipients?
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For countries like Yugoslavia, like Egypt, like Brazil? Do the U.S. domestic
interests of FFP, the foreign humanitarian interests, the market and economic
development interests of the program impose restrictions upon FFP as an
instrument of U.S. foreign policy?

Relevant Research Evidence

The evidence, mostly provided by economists or supplementary to another
issue, can conveniently be reviewed under four subheadings: stability of
government, international cooperation, recipients in the Communist system,
and political modernization.

Stability of government: The notion that FFP contributes to the politi-

cal stability of the recipient nation is one of the well-accepted truisms
about the program. From the standpoint of research findings, however, it
appears to be onz of the least reliable. Witt (87) concludes that food can
make a contribution to several conditions in recipient nations: provision
of a steady food supply has the effect of reducing urban dissatisfaction;
lower food costs tend to raise urban income, especially among the poorer
classes who spend a large portion of their income in obtaining food; food
per se contributes to a sense of well-being; food assistance frees other
production sectors for the production of items for which there is a demand
among the people. While the author never addresses himself to the question
of political stability per se, it would seem clear that if the alleged
relationships hold true, FFP would definitely contribute to political
stability,

Paarlberg (56) notes in passing that FFP can contribute significantly
to political stability; the author does not, however, choose to support his

comment with data. Finally, Golay (34) in a statistical analysis notes the
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increasing dependence of the Phillipines upon P.L. 480 supplies while Johnson
(44) makes the same observation about Brazil. Both of these seem to indicate
that, if the FFP program does indeed affect political stability, FFP programs
at least tend to give the U.S. some control over the internal stability of
recipient govermments.

International Cooperation: We are here concerned with whether FFP
leads to some meshing of the foreign policy of the recipient country with
that of the United States. The material available is considerably outdated
and mostly descriptive.

Hultman (41) concludes from a descriptive statistical analysis that
P.L. 480 has little utility as a foreign aid program because it is too
closely linked with surplus disposal to have the necessary flexibility to
make food assistance productive of international cooperation. He further
argues that Title I programs are open to harsh criticism as interfering with
the marketing and production of agricultural commodities of both the recipient
and other exporting countries; that it is not conducive of international
cooperation.* Finally, he concludes that Title II and III programs have
done the most to induce international cooperation because they are immedi-
ate, widespread, and are effective directly upon the people; however, this
contention is not supported with concrete facts.

Joseph Davis (19) notes that the complaints from friendly nations about
unfair competition detract from any positive effect P.L. 480 has with respect
to producing international cooperation in the recipients. Hamilton and

Drummond (37) along the same lines, conclude that P.L. 480 has caused rather

*But note our earlier Aiscussion on Possible Disincentives to Agr.cultural
Production in Host Countries.



serious Canadian-American tensions. Fisher (27a) concludes from a histori-
cal analysis that food assistance is one of the most effective forms of
foreign assistance, primarily because hunger is '"the world's greatest
problem” and agriculture is one of the strongest facets of the American
system,

Williams (83) comments briefly on the effect of FFP programs among
export recipients, pointing out that while FFP may assist individual recipi-
ents, it may damage trade relations and exports from other nations in the
same locality (using the examples of Argentina and Brazil, Burma and Thai-
land). He also comments in parsing that for a nation to have to ask for
assistance in as fundamental an area as food production is not necessarily
conducive of mutual respect between the donor and recipient vis-a-vis the
international system.

Hayes (38) argues that P.L. 480 (among other programs) is not the best
way to develop ''genuine international cooperation" for the following reasons:
(1) the ethnocentrism of the aid officials and experts tends to emphasize
political advantage rather than geniune assistance, (2) many Americans per-
celve aid as a kind of charity and act accordingly, (3) there is a change-
mindedness on the part of Western experts and officials which is often not
appreciated by the recipients, (4) there is an imbalance of training between
the experts and officials of host and donor countries which often creates
frictions, (5) the vested agricultural interests of the recipient countries
are often strong and resist the P.L. 480 programs, (6) the necessary American
budgetary process related to food assistance reduces the flexibility of the
program, (7) there is an urge on the part of Americans to see early results
which is frustrated in the case of food assistance, and (8) there is a

feeling on both sides that "he who pays the piper calls the tune."



With respect to the effect of food assistance vis-a-vis the inter-
national system as creator of friends and allies some very critical comments
are made, Paddock (57) concludes on the basis of experience and observation
that food shipments to Pakistan, Egypt, Brazil, Indonesia, and Mexico

...in my opinion, only a naive person blinded with rose-colored

glasses would claim that the United States had received anything

of value in return, either economic or political (p. 146).

Farnsworth (27) in a comprehensive analysis of the effects of U.S. sales of
surplus wheats urier P.L., 480 is very critical of barter and currency sales,
contending that they create far more tensions in the intermational system
than they relieve; she concedes, however, that the emergency aspects of the
program is of some utility in the cold war.

Asher (4) argues (in the absence of supportive data) that holding of
currencies are a political handicap with respect to the production of inter-
national cooperation because the recipient country (he uses the example of
India) feels that the program has provided outsiders with a method of
meddling with their internal affairs (especially frustrating monetary or
developmental policies). Mason (48) has similar comments.

Paarlberg (56) feels that food assistance offers an excellent oppor-
tunity to induce international cooperation in that it shows the superiority
of free enterprise techniques in the agricultural sector and thus induces
recipient nations to €ollow our example. The program also, for Paarlberg,
has the effect of showing the world that economic progress can be achieved
in collaboration with the leader of the free world. On the basis of experi-
ence in six (unspecified) recipient countries, John Davis (18) argues P.L.

480 programs can lead to undesirable results because of the uncertainty of

the availability of commodities upon which recipients are planning.
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Recipients in the Communist system: While there was a great deal of

controversy during the period of the last extension and amendment of P.L.

480 with respect to aid to Communist countries, it appears that little of

it was based on research findings. The only work discovered dealing directly
with FFP assistance to Communist countries was McGovern (50) who argued that
assistance should be extended to Communist as well as non-Communist because
the abundance of the American agricultural system will illustrate the superi-
ority of the system.

Political modernization: From the standpoint of the concept of politi-

cal modernization via social mobilization, very little has been written
dealing directly with FFP. The vast bulk of the literature deals with eco-
nomic modernization and development, which is just one aspect of the politi-
cal mobilizing process, but it is relevant.

Paarlberg (56) states the following as requisities, from the standpoint
of the recipients, for the maximization of FFP as a modernizing factor: (1)
there must be a sufficient volume of assistance so as to make a real differ-
ence in the economy and social climate of the recipient country, (2) the
assistance must not, however, be at such high levels as to displae recipient
farm products and inhibit agricultural development, (3) the foodstuffs must
be available over a sufficient period of time so that recipient planners can
incorporate them in their general economic plan, (4) they must not, however,
be so permanent that the recipient comes to expect them as his due, (5) food
assistance must be supplemented with agricultural technical assistance
(Paarlberg urges this as the most important condition of all), and (6) the
food assistance must be an addition to dollar assistance rather than a

sunplement to it.
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McGovern (50) feels that, on'the basis of his observations, the follow-
ing ten criteria must be met before FFP becomes a real force for social
mobilization and hence, political modernization: (1) FFP must be made a
permanent program, (2) U.S. production of surplus agricultural commodities
must be planned so that commodities will be available, (3) a serious effort
must be made to improve the nutritional quality of FFP foodstuffs, (4)
school lunch programs must be vastly increased in the effort to improve the
youth of recipient nations, (5) restrictions upon aid to Communist peoples
must be removed, (6) food for wages programs must be increased, (7) surplus
currencies should be used for the improvement of FFP distribution facilities
abroad, (8) more use should be made of the Peace Corps for the purpose of
administrative assistance in distribution programs, (9) indigenous agri-
cultural development should be fostered through increased technical assis-
tance, and (10) U.S. participation in and assistance to multilateral aid
programs should be increased. In his evaluation of the role of FFP in
modernization, McGovem cites examples (statistical and personal) from India,
Tunisia, Morocco, Vietnam, Korea, Taiwan, Hong Kong, the Philippines,
Dahomey, Bolivia, Brazil, Ecuador, Peru, and the Dominican Republic (the
latter six in connection with the Alliance for Progress) reaching the
conclusion that FFP has been a modernizing force (especially on the level
of individual recipients).

Stern (70) notes in passing that the bilateral nature of the program
has the tendency to restrict the flexibility and freedom of choice of re-
cipients and thus tends to act as a damper on the process of social mobili-
zation. Finally, in an examination of the relationship of food aid to

development, the FAO (25) notes that, on the basis of a statistical analysis,
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food 1is not a substitute for other forms of aid. They conclude that the
modernization process may be slowed down when food assistance is out of
proportion to other forms of assistance. On the basis of their examination,
the FAO notes that in India, Pakistan, and Israel the program approach has
been an excellent way to supplement modernization, but that in less de-
veloped societies, the project approach might be better employed. In
either case, they conclude that food assistance can be meaningfully
supplemented by food for work projects.

Evaluation of the Evidence

The materials available are disappointing in the main. There are
important questions in this area and ten years of experience; yet most of
the observations fail to provide a sense that judgments are based upon
country based experience, perusal of policy papers, or interviews with
decision makers. Paarlberg and McGovern, of course, are excluded from
these comments, but here the reader tends to be locked into the views of
a single individual, and even these views tend to be unduly global.

Conclusions that can be Drawn

The conclusions are mainly bland =~ "There is no evidence."

It is often asserted that FFP encourages a favorable attitude towards
the United States by demonstrating our concern for human welfare., Further
food shipments prevent food riots, lead to political stability, and help
prevent radical revolutions. It is also argued that cooperation with the
United States and political modernization (democratic process) is stimu-
lated. There is no research evidence to support such statements. There is
negative evidence in the suggestion that the impetus for unrest and revo-

lution comes from those whose present situation is worse than a previous
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one, and does not cone from those on the edge of starvation. The major
contribution of the review of research in this area is to raise questions
about some popularly accepted and presumed relationships.

1f one turns to more aggregative evidence, what can one conclude about
attitudes towards and cooperation with the United States from national
policies? Yugoslavia probably is on the plus side, Indonesia on the minus
side, with some confusion about Egypt and Poland. In any case the evidence

is inadequatc.

10. Relation of FFP to Other Aid Programs
The Issue

One of the objectives of FFP is the support of development effort in
the recipient countries. To what extent do the administrative procedures
function to enable the meshing of the several programs to occur? This
question applies to U.S. foreign aid but it also applies to the assistance
provided by other national and international programs.

In addition to this problem in general aid relationships, there also
are specific food programs, bilateral programs such as those of France und
Canada, international programs such as the World Food Program, and the
possible multinational approach which the European Economic Community may
develop. What kinds of cooperation or coordination are appropriate?
Relevant Research Evidence

There exists very little literature dealing with the political aspects
of coordination and competition of FFP with other aid. In fact, two of the
most important areas -- the extent to which various Titles of P.L. 480

complement each other, and the manmer in which FFP competed with Communist



«53-

foreign agsistance -- appear totally barren.

With respect to the cooperation among U.S. foreign aid programs (includ-
ing FFP) Lewis (47) in his excellent study of India concludes on the basis
of his research that the size of the aid program in India demands a single
comprehensive aid agency; without going into specifics, he criticizes the
Kennedy Administration for its failure to make FFP the integral part of
AID which he feels would have made it more useful, at least in the case of
India. Paarlberg (56) states (without the backing of any sort of data)
that for FFP to be effective it must be supplemented with technical as-
sistance in agriculture (the most important thing in his view that can be
done to improve the program) as well as with dollar assistance (food aid
can only supplement capital, never replace it). John Davis (18) concludes
on the basis of personal experience in six unspecified recipient countries
that P.L. 480 took the place of several other forms of assistance and that
there was really no need for the program with respect to the distribution
side of the program. Wolf (89) touches upon P.L. 480 assistance in India,
Burma, and Indonesia in treating the general problems of aid and assistance
in Southeast Asia; while there is no attempt at evaluation of coordination
among the programs, there are sufficient examples to permit the reader some
insight on the problem.

Turning now to the cooperation and competition of FFP with assistance
from other sources than the U.S., the Organization for Economic Cooperation
and Development (55) concludes on the basis of a statistical, economic study
that food cannot be isolated from other forms of assistance, and on the basis

of this finding, they urge a closer coordination of the overall assistance



effort, One of the better treatments of this problem is McGovern's (50)
discussion, on the basis of examples, of the relationships between the FFP
program and the Freedom from Hunger Campaign and the World Food Program; his.
conclusion is that the relationship has been fruitful but that it can be im-
proved. Wickwar (82) contains descriptive information of the relationship
between FFP and the World Food Program -- there is almost no analysis. The
U.N./FAO (25) report examines various forms of food assistance and con-
cludes that the multilateral World Food Program is a more efficient method
of distributing surplus commodities than are the present bilateral pro-
grams with additional machinery for coordination, or commodity agreements
with intercommodity coordination machinery.

Stern (70) concludes that studies need to be undertaken by the World
Bank, FAO, and ICA with the end of using surplus commodities concurrently
with other assistance for the purpose of accelerating the economic develop-
ment of the recipilent countries. Asher (4) argues that unless some insti-
tutionalized machinery for coordination of aid efforts is established, the
needs of many of the recipient nations will not be adequately met, and in
those cases in which they are, the burden will be inequitably shared.
Barlow (5) in an excellent statistical study notes the large portion which
food represents of total assistance supplied to the underdeveloped nationms.
With respect to FFP, he discusses the role played by the food assistance
offered by Canada (under the Colombo Plan), Australia, France, West Germany
and the manner in which the U.S., New Zealand, and the Netherlands have
cooperated in the Calcutta, Bombay, and Madras milk schemes. While the
author does not deal with criticisms of the interchanges, there is implicit

in his argumernt a desire to see more coordination among the various forms



“55a

and sources of assistance. Country visits of the research team brought
together evidence both of substantial coordination and of little coordi-
nation between P.L. 480 and other U.S. aid.

Evaluation of the Evidence

The evidence cited in the studies above involve a substantial personal
element. They appear to range from mature judgments of people who have been
personally involved in decision making to protests that there would be more
evidence of coordination if such coordirnation actually did take place.. In
a few cases such as the FFP-WFP and the three city milk program in India
the evidence of coordination is substantial.

Conclusions that can be Drawn

1t is evident that other countries and international organizations are
becoming more deeply committed to programs of food aid. The possibilities
of overlap and duplication are likely to increase. Techniques for coordi-
nation among food programs have developed for a few complex and significant
programs, but more are likely to be required. Between food aid and other
aid programs, the evidence of substantial coordination is less compelling.
The size of the food assistance provided compared with total aid requires

greater effort, if productive development use is a major objective.

11, Other Political Issues
(Listed only)

The Relation of FFP to U.S. Agricultural Policy
The Issue
When Public Law 480 was passed in 1954, it was considered mainly as an

adjunct to domestic agricultural policy. As it has evolved over time it has
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given more emphasis to other elements of the program, such as nutritionm,
foreign policy and economic development. Current agricultural policy and
program alternatives assume certain volumes of FFP shipments. 1Is FFP
uniquely dependent upon a particular type of U.S. agricultural policy? What
would be the character of the program, policy and political strength of FFP
if it were given an independent role with program needs defining the com-

modity input?

Relation of FFP to Political Leadership and Administration
in Host Countries

The Issue

The concern here is with the factors and variables which influence the
decision makers, the host bureaucracy and the U.S. administrative agencies
in the host country. How do the host country decision makers view their
legal and moral commitments to FFP? What role is played ly the U.S.
Ambassador? How do these influence the implementation of the program with-
in the country? To what extent are the administrative responsibilities
delegated, and what are their implications for effective implementation,

within the host bureaucracy, or within the voluntary agencies, as the case

may be?

The Host Country Image Formation of FFP
The Issue
The United States tends to have certain expectations about the response
of recipient countries to FFP assistance. At times the actions of these
countries appear "ingrate'" or at least inconsistent with these expec~

tations. What perception do host countries have of the program? Do they
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continue to believe that their acceptance of FFP commodities is a benefit

to the United States? Does the program have different meanings at different
levels in the host country? If we understood these perceptions would the
United States be able to (1) better understand the responses in other coun-

tries, and (2) develop programs which more fully attain U.S. objectives?
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SOCIAL AND HUMANITARIAN

12, The Role of Voluntary Agencies
The Issue

The extent to which there may be a "role conflict" is the principal
concern. This becomes more evident when considering changes in the size
of the program. Several of the voluntary agencies place more emphasis on
inducing self-help responses, promoting education, and stimulating religious
activity than they do on food distribution, while FFP has no special inter-
est in most of these, and none in the religious area. Some of the voluntary
agencies would like to distribute the food at low cost (instead of free)
and use the proceeds to build schools, low cost housing or support develop-
ment activity. Alternative sources of funds have been developed, but the
role conflict is unresolved.

An expansion in the food distribution programs requires additional
staff and changes the balance in the administrative structure of the.volun-
tary agency; and what happens if the program is curtailed? To the adminis-
trative staff? To the relationship with those who received food? The most
obvious role conflict is between the mission programs of religious volun-
tary agencies and the distribution program, wherein the agency often appears
to be an agency of the U.S. Government. On the other hand the United States
may appear as if it is supporting the religious program. Aaother question,
of some consequence, is whether the recipients become permanently dependent
upon the program. Does a dole-dependent population develop or are recipients
an ever-changing group in temporary difficulty?

‘Relevant Research Evidence
The concern with this problem has been sufficiently strong thai the

Executive Committee of Church World Service authorized a study of its
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affects (11). Some 189 mail questionnaires (a 63 percent response) were
filled out by people involved in about 30 countries. The questions were
broad, solicited opinions and were to be answered from direct experience in
some cases, and from discussion in other cases. The headings of the first
four chapters, suggest the content ~- The Effect of the Feeding Program
Upon the Recipient, Effect Upon the Life and Work of the Churches Overseas,
Relation of the American Churches to the Program, and the Church-State
Issue.

Perhaps the most interesting part of the tabulation and discussion of
the answers is this: while the answers were generally favorable to strongly
favorable for the food program and its continuance there still was a strong
minority on nearly every question. For example, 25 percent were not certain
that the recipients knew the source of the food; 34 percent thought that
undue dependency might occur, particularly among the aged, sick and hard-
core refugees; 33 percent thought that the program had affected the evange-
1i1stic effect of the church (adversely); and 5 percent thought that the
churches had been weakened by the program.

Thus, the great majority endorsed and supported the continuation of
the program, while in a few countries, groups and individuals held a con-
trary view. Moreover, comments and reservations on the questionnaires
{ndicate that some areas of doubt exist. For example,

...66 ‘percent insisted that undue dependency upon donated food

had not been created..., /[but/ large family-feeding programs

?;?/§§.in areas of acute human need (India, Korea or Taiwan

did lead to the occurance of dependency and a proprietary right to the food.
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A contrived experiment in intergroup conflict by Sherif (66, 67, 68)
discusses the development of role conflict and indicates that the intro-
duction of supercoordinate goals which all must share was the effective means
for conflict resolution. Such a procedure seems inappropriate in the present
context.

Evaluation of the Evidence

The work cited does little more than indicate the existance of a
problem. Its quantitative importance and structural relationships cannot
‘be evaluated on the basis of present evidence.

"Conclusions that can be Drawn

The humanitarian objectives of the voluntary agencies draw them into
continued and aggressive participation in the FFP program. Yet as time
passes they are becoming concerned with the possible relative neglect of
other parts of their program, religious in some cases, broad programs of
human and agricultural development in others. The commitments to these
agencies by the U.S. Government and of the agency itself, both to adminis-
trative personnel and to recipient groups, make it very difficult to main-
tain FFP program and commodity flexibility. And the U.S. Government in

turn is exposed to charges that it is supporting particular religious

approaches, and using these institutions as instruments of national policy.

13. Influence of FFP Upon the Individual's Competence
for Social and Economic Development

The Issue
The most important problem is the argument that extreme malnutrition
at an early age (weaning to about age 5), leads to effects upon the psycho-

motor system such that mental and physical rehabilitation can never be
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complete. If true, then such pre-zchool children clearly are a very high
priority for any food distribution program with nutritional and human
developmzrnt o:jectives, However, it is poseible that the incidence of
severe malnutrition is associated with culzural deprivation, and that the
subsequent fallure of efforts at full mertal rehabilitation may be due

t5 cultural rarhar than physical deficlancies.

In any caze thte influence of FFP upon the individual's competence
fcr developmeat is an important topic. Does more and better food affect
the produccivity of those receiving it? Are they able to work more hours
of the day and more days of the year? Do they perform more effectiveiy wher
they do work?

Relevant Research Evidence

The nutritional research bearing oa this problem has been summarized
recently by Coursin (14) and will be discussed under Health and Nutrition --
The Pre-school Child. Here we are concerned with the social and psycho-
logical influences of food distribution programs, and their effects upor
productivity and participation in development activity. One outdated report
sompares calorie level and output of German miners after World War Ii,
ircdicating a positive correlation. Arother suggests that better food,
health and houging in a Latin American plant, or on a plantation lszads to
greater procductivicy of the workers, but the methodology is inadeaguate and
there werz no corn:irol comparisors.

Evaluaricr. of che Evidence

The concepts are important but the evidence is not availatle ¢o5 indi-

cate either their possible quantitative importance or their validicy.
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Conclusions that can be Drawn

We do not know what effect additional food has upon the individual's

capacity for work, and for participation in meaningful development activity.

14, Influence of FFP Upon Recipient Country
Institutions and Communities

The Issue

As Title II and III programs function in distributing food it requires
new institutions or adaptations of present ones, and it provides something
new in the school or community. What happens in the schools where school
lunch programs are operative, to the children, their teachers, to attendance
and to the family? 1Is the program of such a type as to elicit voluntary
help, donated equipment, other commodities? Does the program add further
to the tasks of the scarce administrative talent, or does it create and
train such people?

Relevant Research Evidence

One kind of research evidence would evaluate the nutritional change,
if any, as a consequence of the program, placing major emphasis upon the
ultimate recipient of the food. The other would consider the changes in the
commuaity which are direct or indirect consequences of the program, ﬁerhaps
affecting people who never received any FFP food, Both kinds of research
are relevant,

A large number of nutritional studles have associlated urbanization with
a decline in breast feeding, and a consequent necessity for new food concepts
and institutions. These studies also suggest that with urbanization come

changes and some flexibility in food habits and patterns to become more like
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those expected in developed nations. Specific research on school lunch pro-
grams is largely absent. However, Devadas and Radharukmai (20) found that a
test group of Indian children showed a sigalficant nutritioral impzovement
when glven one-third of their daily food requirement in an experimental
schocl lurch program. They also indicate the program alterad food tastes
and significantly increased sociability. Some of these results are open
to question on methodological grounds, but nevertheless this reseaxch is
worth reporting and has a certain measure of validity.

A letter from Joe D. Wray, Rockefeller Foundation in Cali, Colombia to
Alan Berg, FFP White House offices, states:

Well over a year ago I undertook to learn what I could about
the effectiveness of school feeding programs. Having found nothing
helpful in the literature available to me, I wrote to several
people whom I considered to be authorities, including Nevin Scrimshaw,
Les Tepley at UNICEF, V.N. Patwardhan at WHO, and to someone at the
FAQO in Rome. Scrinshaw wrote that one well managed program studied
by INCAP personnel in E1 Salvador produced no significant improve-
ment in the children studied. lle suggested that one reason for
the lack of information in literature, is probably the uniformly
discouraging results. Tepley described a highly successful pro-
gram in Puerto Rico, but pointed out that it was based on pro-
viding three meals a day. He added, 'It ccmes as a surprise
to most peotlc to learn that there have been very few well-controlled
studies oz “he effect on health c¢f supplementary feeding of school
childzen.' 1leither the WHOnor <he FAO people provided any mcze
useiul information.

When: orne contemplates the fact chial various international
agencies have tecn enthusiastically pushing school feeding pro-
grams for nearly two decades, anzd that thousands and thousands
of tons of sllmmed milk have Deer zcnsumed, thus 1t is uizecly
incredible that so little concrate evidence is available concern=
ing the cffectivenass of such progeams, The problem would seem
to boil dowa Zo the fact that individuals capable of carryiag out
adequate studies are not where tle school feeding programs see.

During 1964 ar AID research conzrect wag apprcved to etudy che school
lunch program in highland Peru, comparing three schools utilizing the program
against three schools not under the program. An interim repouct o AID

might provide some solid evidence.
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With respect to the leadership development, the changes in the community
and institutions, the record is even more limited. The Michigan State research
group has been unable to identify either a research publication, or even a
systematic report which listed community changes. The report of the Church
World Services (11) does suggest that the overall structure of the foreign
missions has been changed to accomodate the food distribution program, and
the majority replied that the image of the church has been enhanced.(p. 9).

Evaluation of the Evidence

The reports available do little except provide possible working

hypotheses:

Conclusions that can be Drawn

None.
15. Other Social and Humanitarian Issues
(Listed only)
Social and Social-Psychological Factors
Influencing the Distribution of New Foods
The Issue

The surplus foods available from the U.S. do not always match the food
habits of the people in the recipient countries., Thus, the alternatives are
to change the structure of U.S. surpluses, to shift the food habits of the
recipient people, or to process the food in such a way as to make it more
acceptable. Bulgur wheat is an example of the third approach, trying to
bridge the gap between wheat surpluses and rice deficits. What are the
factors that limit the adoption of such a new food? 1In what ways may it be

possible to accelerate the adoption process?
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Advantages and Disadvantages of Large Scale
Multi-Country Title II and III Projects

The Issue

As FFP developed, a number of administrative procedures were formulated
to serve as a basis for distributing food to needy groups. These involve
distributing organizations and types of programs. It is convenient to retain
these procedures because they are familiar and have operated so as to trans-
fer substantial quantity of products. But there has been little evaluation
of their general effectiveness. What are the disadvantages? This general

evaluation would be in terms of the particular goals of each program,

Role of FFP in Disasters

The Issue

The incidence of disasters is such that speed in providing food is a
major criteria of effectiveness. Yet the complex logistics of providing
food supplies out of far distant stocks and via international or national
government, other than the one in which disaster strikes, make a slow
response inevitable. How quickly has the U.S. reacted? What improvements
can be made? What role does FFP really play? 1Is it in restoration of
inventories? What might be done if assistance of an organizational charac~

ter were provided to help meet the immediate problems of those in distress?

The Social Effects of Food Withdrawal

The Issue
Title II and III programs tend to have low priority for U.S. surplus
commodities. Thus there tends to be substantial instability in the avail-

ability of porticular products. In addition programs are curtailed in
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certain countries for reasons of foreign policy, or because of failure to
observe administrative specifications. What are the social effects of such
curtailments, or of program cessation? Are there ways in which program

reduction can be made so as to preserve many of the past gains?

Effects of Housing Projects on Living Conditions
of Former Slum Dwellers

The Issue
Substantial amounts of Title I currency and significant Title II
resources are being directed toward the improvement of housing. What

are the consequences?

Effects of Cultural Exchange and Other
Local Currency Uses

The Issue
A substantial amount of Title I local currency is being used for

gocial and cultural programs. What have been the effects of such programs?

Sociual Factors Influencing the Acceptance
of FFP Commodities in Particular Countrles

The Issue

In each country there are likely to be a series of rational and some
irrational beliefs about United States foods. People may believe that the
foods are undesirable in the United States, which may lead to rejection. Or
they may simply be unfamiliar. Or the use of these foods may lead to '"de-
pendency upon the United States' so as to place X country in a future

dependency status, If this view is held, then political and social
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agitation may focus on the program. Such cultural and political attitudes

need to be identified and steps taken to deal with them.

Learning How to Effectively Use New Foods
The Issue
Even when food is not rejected, people will be unfamiliar with its
specific qualities. Food preparation in ways which fit taste patterns will
facilitate adoption., It may be possible to teach nutritional principles
at the same time. In what way can social and cultural factors be used to
facilitate adoption? What are distributors of food doing to communicate

such knowledge?



POPULATION AND FOOD SUPPLY

16.  Relation Between Population and Food Supply

The Issue
| The overall relationships existing between population and available food
supplies form the present environment for FFP, This is characterized by
actual or emergent excess production in many of the developed countries and
by food shortages and malnutriicion in the developing world. The rates of
change in population and in food production are rapidly changing the character
of the environment in which FFP will operate in the future. Wha. is likely
to be the indigenous food supply-population relationship in the major develop-
ing nations? 1Is the food gap likely to be larger than the surpluses available
in the developed countries? What can be done to improve the situation, in
the developing countries, in the United States, in developed nations?

Another series of questions involve the quality of the projected supply
relative to population. The quantities of proteins and other protective
foods are less than adequate at present for sacisfactory nutrition. What is
likely to be the future situation with respect to those foods needed for a
nutritious diet?

Relevant Research Evidence

There have been a number of attempts to gauge and project these relation-
ships. Two broad approaches have been used, with a number of modifications
within each. One of these involves nutritional food needs; the other food
demand, sometimes including but oftentimes not taking account of foreign

exchange earnings.
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The need approach is based upon an estima.e of minimum diets, usually
above actual levels in most nations, particularly in the developing world.
This approach emphasizes the need for nutritional quality in the available
food. Such diets, multiplied by population are compared with world food
supplies. Future nutritional needs and supplies are projected on the basis
of recent trends in population and food production to provide regional and
world balance sheets. All such calculations indicate large and rapidly
growing deficiencies in food production, wich animal proteins: and protective
foods particularly short. Even if there are substantial errors in these
calculations, Lhe gap vetween projected needs and food supplies looms as a
major world proolem. The ghost of Malthus cries ''Vindication, at long lasc!"

The USDA report '"The World Food Budget~=1962 and 1966" (76) and a later
report for 1970 (77) represent the first of these approaches. They have
drawn on supply data accumulated and published in a series 'Food Balances in
Foreign Countries," (75) and on nutritional and other help to define protein,
calorie, and other diet needs. The FAO also has made calculations of world
food needs defined in a similar way. Such studies make it clear that the
nutritional challenge cannot be met easily, and is far larger than the annual
surplus potential of U,S, agriculture.

The contrast between calculations of needs and of demand is discussed in
Cochrane, Mackie and Chappell (113) when they refer to nutritional deficics
and economic deficits., The first is defined as

«.ashortage of avallable calories and procein per capita to meet

miniiun physiological requirements for the maintenance of health

and normal activicies./The second is defined as che/ tendency for

food demand to outrace supplies during Lhe carly stages of economic
growth. (p. 961).
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The demand approach in estimating present and future demand and supply
relations is more complex than the calculation of needs and supplies. One
variant is that implied in discussions of market development-~the amount
of future commercial purchases in the world market compared with the amount
available for sale in these markets. Since agricultural production is
increasing most rapidly in the wealthier countries, which encompass nations
providing the majority of the world trade, the prospective balance is far
less favorable for agriculture,

Another and more usual approach is to ignore the foreign exchange problem
and to calculace the increase in food demand in terms of its own currency as
populacion increases and per capita income changes, to compare these figures
with the current demand, and thereby estimate the increase in production
plus imports that will be needed to maintain current relative prices. Such
an approach implies that improvements in nutrition will come mainly from
individual decisions as they spend larger incomes, and assumes that many
countries will continue to have significant numbers of people suffering
from maluutrition. These estimates usually project rather significant in-
creases in demand, though smaller than the increase in nutritional needs.
Theywill become real future demands only if the foreign exchange shortages
of the developing nations are met, by hard currency loans, a growth in
exports of present soft currency countries, or through "sales" programs
which bypass the shortage of hard currency.

Estimates of the world demand for food have been presented in several
places, including Cochrane et.ul.(13) cited above, One of the most com-
prehensive of these is an FAO document attributed to Goreux (22), in which

estimates are made of population and levels of income for 1970 and then
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converted into a demand for food, using income elasticities appropriace to
countries at that income level. Production projections were made on the
basis of judgments and data about the recent past. Comparisons of supply
and demand on a country by country basis and by commodities give estimaies
of trade potential, provided foreign exchange problems can be met. The
results clearly indicate that there is ample within-country demand, but that
the foreign exchange availability is a major limiting factor. P.L 480, of
course, can be a way to approach this problem, though repayments on previous
Title I sales can work in the other direction.

This approach also is incorporaced in a series of USDA sponsored studies
(78), mainly based upon soft currency research contracts. Qualified research
organizations abroad project, for a specific country (usually their own),
the level of demand and supply for farm products and the likely volume of
exports and imports of these products. Such studies have peen or are being
made in all parts of the world, including Japan, India, Turkey, Austria,
Ghana, West Indies, Colombia and others, Such studies will provide an im-
proved base for future global supply and demand projections.

The FAO State of Food and Agriculture presents data each year on current
trends in population and food production. Since about 1959 these summaries
show a worsening relationship in all regions in most years except for North
America and Western Europe, but increases in North America were sufficient
to offsec decreases elsewhere. However, in the last two years, due to a
larger increase in population, due to the effect of production controls
in North America and other factors, the aggregate world picture has deterior-
ated. The changes have not been dramatic, three~five percent in a region

fron one year to another, and one to two percent on a world pasis, but such
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small changes if long contdnued mount up over a period of time. The USDA's
1965 World Agricultural Situation (74) estima.es a decrease for 1964/65 from
105 to 104 over the year previous, with 1952/53-1954/55 per capica:production
as 100 (p.4).

All of these projections clearly imply that local agriculture in the
developing nations needs Lo expand far more rapidly than ic has in the re-
cent past. They also clearly support Lhe arguments of those who propose
a vast increase in efforts to control population growt:.

Probably the best single source for a comprehensive review of Popula.ion
and Food Supply is provided in Lester Brown (9). Since he and his material
are available in the ERS-USDA, no sumnary will be attempted. However, the
contrast between developed and developing countries can be shown in another
table prepared by Brown (19). Table 1 of this paper, refers to grains which
Table 1. Indexes of grain production, area, and yield, population, and

output per person by economic regions of the world, 1934-Jo,
1948-52, and 1960*

e "

Regicn Quancity 1934-30 194H-52 1960
Developed Grain production 1¢9 112 151
Area in grain 100 96 100

Yield per acre 100 116 151

Population 100 106 120

Oucput per person 150 106 126

Less~-developed Grain production 100 106 142
Area in grain 100 118 132

Yield per acre 100 90 108

Population 100 123 146

OQutput per person 100 86 97

* Developed regions are North America, Europe (including Sovie. Union),
and Oceania; less~developed regions are Asia, Africa, and Latin America

constitutes 71 percent of the world's harvested crops and piovide avout 53

percent of man's supply of food eneryy.
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Note that the aggregate increase in production 18 not too different,
However, the developed countries expanded production by increasing yields,
while the developing countries did so mainly by increasing the arz:a in
grains, And the per capita supply increased significantly in the developed
countries while ic declined slightly in the developing countries.

Evaluation of the Eviden..

Projections are aau, che most difficult things economiscs are called
upon to do. It is casy to identify areas of weakness; difficult to substicute
more appropriace piucedures. Actual populacion projeccions tend to be under-
estimations if cne assumes that further improveuen.s in puolic health and
further declines in che death rate will take pla.e, parcicularly for young

children., Previous estimates usually have >.cu underestimates. Population

projections tend to ve overestimates if < :ssunes chat bir.h control and
family planning will becone widesprea. . .ue villages of Asia in the next

several years. Actual food supply p: i ,;-..s are likely Lo ve under escimarions
1f one expects an acceleration of ugriculiural development effort and the use
of new technology. Over-estimation seews unlikely, except for possible
significant disasters which substantially reduce food produccion, put might

be a consequence of legs than expected success in increasing agricultural
productivi,y.

Conclusions that can be Drawn

The FFP program operates in a changing environment between food production
and population. It also operates in a sicuation in which for many people the
foods and incones available are not adequate for a nutritious diet.

Estimates of nutritional food needs are substantially in excess of pre-
sent production. While there are calculaced to be shortages of calories

in 8o w woun res, the anjor pap oceurs for procective foods., This gap 1s
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sufficiently large as to go well beyond any possible internacional food dig=
tripution program. A significant part of the food gap, cherefore mustL ve
met by expanded incernal food production of che councries wich food shore=
ages.,

These food needs and food supplies have oeen projected inco the future,
using recent trends in food produciion and populacion growth. On . his
oasis, Lhe gap becween needs and supplies 1is increasing rapidly, to noching
less chan c¢risis proporrions.

But food needs do not necessarily convert into a demand for food. Indi-
viduals whose food intake is Inadequate or improperly balanced may have
neither the incone nor che knowledge which coavercs to aciual narke. purchases.
Therefore estinates of present and future denand have veen calcula.ed.

Escimates nade wichin the franework of expected foreign exchange earnings
lead co a slow growch in food exporis and the extension of the food surplus
sicuation co addi.ional developeu countries.

The potential denand is awuch yreater if che foreign exchange proolean 1is
assuned not Lo pe a vottleneck. Es.iuwaies vased on prooavle fuiLure levels
of income and population, indica.e demand defici.s for soae comnodi.ies and
supply defici.s for others. It does noc appear likely chat .hese changes in
demand will significancly iaprove the world pattern of aalautricion.

17. Other Populacion and Foud Supply Issues
(Lis.cu cnly)
Non Assis.ance .o Suiplus u.ops
Tne Issue
The likely pressures of popula.iun un food supply require a sup-

s.antial and wide ranging effort in expanding agricultural productivicy.,



-75-

The comparative advantage for some countries is in expanding for export in
one or two commodities, and using the consequent foreign exchange earnings
to pay for imports of other food commodities. Assistance from the United
States in such efforts often is requested. Yet such assistance and the
actual expansion in exports are contrary to U.S. policy, if the products
to be expanded are in surplus in the U.S. What are the possible alterna-
tive policies? Are any of these alternativegpreferable in the long-term

context of U.S. interests in dealing with the world food problems?

Agricultural Potentials

The lssue

The lag of food production behind the growth of population is such
that both imported supplies and accelerated rates of internal food pro-
duction are required. If such advances cannot be made, then FFP will
face increasingly difficult choices in allocating supplies among countries
and programs., The agricultural potentials of specific countries need to
be identified and when identified, steps taken to attair these potentials
by other AID, USDA and host government activities. FFF programs can
assist or limit such efforts as agreements are negotiated and quantities
of commodities specified. These interests are somewhat peripheral to FFP
in the short run but significant in the long run. FFP agreements may be

useful in bargaining for appropriate agricultural efforts.

Population Potentials and Controls
The Lssue

This is the other side of the food supply/population relationship. While
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other units of AID and government are studying these problems, FFP is con-
cerned that progress be made in solving them., Also it may be useful to

try to identify whether FFP has affected the rate of population increase.

Effects of Rural-Urban Migration

The Issue

In most developing countries, rural to urban migration occurs at a
substantial rate. A major share of FFP commodities are utilized in the
urban centers, and many recent migrants are likely to be part of the low
income groups participating. The food habits of rural people often differ
from their urban counterparts, and change as the migrants adjust to the
urban environment. Program needs may be different for these ex-rural
dwellers, and also they may be in a situation in which new foods and new

food habits can be developed.

Use of FFP to Support Agricultural Development

The Issue

In addition to the general concern with agricultural expansion, des-
cribed earlier, there are specific ways in which FFP can be an implement
to induce change in agriculture. Feed grains can support a modest expan-
sion in livestock production. Food can assist new settlers or the hene-
ficiaries of land reform while the new farms are being established. TFood
can also provide a guarantee against short supplies in urban centers as
a consequence cf deliberate changes in agricultural structures which might

cause the 'oss of part of a year's productlion.
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HEALTH AND NUTRITION

18. Increasing Knowledge of Human Nutrition--The Pre-School Child

Nutritional studies at home and abroad clearly demonstrate that a large
fraction of the people in the developing countries are affected by malnutrition
and nutritional defilciency diseases, by an associated lowered resistance to
infections, and often by a descending spiral of health and well-being. Nutri-
tional evidence also indicates that the pre-school child is the least well-fed
sector of the population in most of the developing nations. Programs to reach
such children are difficult and expensive. The problems of the pie-school
child focus particularly on the period irmediately after weaninm., One of the
approaches is to reach the child through the parents via education. The parent
must become aware of the special needs of the child in this age bracket, and
provide Zood beyond that which can be gleared from the general table. Maternal
and ciaild health centers reach only a pov:ion of the pre-school children.

There are a number of puzzling aspects to this problem, which press
against the frontiers of current lnowledge in nutrition. These include such
itens as, the adaptciion of the child to some degree to reduced levels of
intake, tie relationships betveen food adequacy and physical and mental develop-
ment, and the necdn of lactating mothers and children in cultures where breast
feeding continucr "ot an extended period. The increasing urbanization of the

.

developing wor'”, liowvever, is assoclated with an increcasc in bottle feeding.,
There ic some in'“antfon that low qualizy milk substitutes and inadequate
vottle steriline:lon and food handling may be accentuating the infant nutrition

probler in the lower income groups, due partly to lack of Lnowledge.
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Relevant Research Evidence

One of the frequent products of research is the identification of new
and puzzling problems, even when the research does clarify and explain the
problen initially identified. Thus, present and recent research provides much
information on nutrition at home and abroad, yet brings up new and as yet un-
answered questions. Moreover nutritional research in developed countries
is not necessarily fully applicable in countriecs with much lower levels of
food intale, and different patterns ol consu.:ption.

Malnutrition at an carly age has effects later in life of inpaired physical
development, but during the acute phases of postweanins malnuirition there are
obvious signs that the child adapts to a lowered nutrient intake. MNo scientific

xplanation for such adaptation has vet been determined, according to Gyorgy
(35, 36). Children on plainly unsatisfactory diets are ve:arded in arowth
compared with better nourished caildren, yet they often appear relatively
healthy in general physical appearance and activity, although tl.eir dicts nay
be deficient in protein, vitamin A and other nutrients. Conversely, they
frequently succumb in greater percentages to infectious diseases than do well-
fed children of the same age group. Sce Toodruff (90),

The adaptation of the post-ucaning child to winimal nutrient intakes is
observed but the detailed resecarch which leads to understanding has no: been
done. This would require metabolic studies, concerncd with nrotein, vitanmin A,
carotene, riboflavin, iron and fat in malncurished pre~school children and
nortial control chilldren in the sanc age group. It is expected, but no: verilled,
chat the nutiilent requivements of individuals malnovrished early in 11fe will
be lowver tihen in control gfoups, and that thls situation may extend into

adolescence and adul:hood.
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The nutrition of women prior to conception and during pregnancy and
lactation can influence the health of both the child and mother. Since
pregnancy and lactation impose requirements for nutrients beyond the needs
of the nonpregnant woman, which frequently are not met by an increase in
the dietary intake, better methods of evaluating nutritional intake and
status during these periods are needed. Numerous reviews summarize the
piccemeal type of data presently available on the nutritional physiclogy
of pregnancy and lactation and its relationship to the health of the infant.
Although many nublications have reported on (1) dietary intakes during pregnancy,
(2) the composition of human milk, (3) growth and development of infants and
children in relation to nutriture, and (4) physiology of pregnancy and lac-
tation and the influence of some aspects of nutrition thereon, there is
little information on the inteirrclationships of the findings.

Studies of nutritional status during pregnancy, and growth and develop-
ment of the child in some sclentifically advanced countries have provided
informacion on nutrient intakes which are adequate during pregnancy. However,
they have elicited little information on dietary requirements for lactation,
partly because of the great decline in breast feeding in the European and
North American populations. The iaportance of breast feeding in developing
countrics is dLIficult to over estimate. Accordinsly, atiention to nutritional
factors favorably influencing the quality and quantity of breast milk is
particularly germane for providing maximal nutritional health of mothers and
‘nfonts “n develoning arcas. The nost severe problems of malnutrition and
starvation occur in the youns inZant who cannot be successfully breast fed
and as che »revalence of breas: Ieceding as a consequence of urbanization, culture
al cuange, and cven advertising in favor of bottle feeding. Ualker (80) and

Welbourn (C1) discuss nutritional aspects of these changes.
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Evidence relative to the influence of dietary quality on human lactation
currently is conflicting. From India have come reports which imply that
successful long-term lactation can occur in tle face of what appear to be
gross dietary inadequacies. Data from Nigeria indicate that in a given
lactating woman the quantity and even quality of breast milk is reclatable,
within limits, o the quantity of good protein consumed. If these latter
data have gencral applfcation they would inply that great improvement in the
nutriture of the breast-f2d infant can accrue through the improvement in the
mother's diet. .DPractical inplications of such concepts for the design of
effective public health and educational programs are apparent.

In arecas wvhere supplecuental feeding programs and rationing systems are
in effect theve are provisions for some additional allowances for the pregnant
or lactating woman. The nature and size of these allowances varies as does
the time during pregnancy when they are first issued. Despite the acceptance
of the principle of additional rations during pregnancy and lactation, no
prolonged or extensive investigations have been made which assess the accept-
ability to and use by the mother of such rations or their physiologic benefits.,
Existing data from developed nations are not particularly relevant to mal-
nourished subjects with cercal based diets and in cultures and environments
shere there arc great differences in energy expenditures during pregnancy.

There is much evidence in regard to the quantitative adult requirements of
vitamin B12 and folic acid. Dut the quantitative requirements for folic acid
by infants and young children have not been established despite aaple evidence
of the occurrence of deficlencies. Sinmilarly there is only fragmentary evidence

concerniug tlie growth promoting effecis ol vitamin Byy in children.
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Vitamin Bjp-responsive anemias in infants and young children are less
frequently encountercd than are thosc wesponsive to folic acid. Despite
this, anemia in infants, which responds to vitamin By administration, ZIs
well established. In other work in aninals, a deficlency ol either of these
vitanins results not only in anemia but also in growth fallure and death.
There ic almost no evidence remarding the vequirements of folic acid for
srowth 1in man,

Vitamin B12 in foodstuffs is usually associated with animal protein and,
indeed, this vitamin was at onc time desinnated as an "animal protein factor."
Dictary vitamin B12 deficiency is a well-recognized syndrome among nersons who
subsist solely on food of vegetable origin. Again, the bulk of evidence per-
taining to dietary deficiency of vitanin Byy concerns the developnent of a
pernicious ancmia-like syndrome in adults(5C). In order to plan adequate
diets, pariicularly those which are based on cereals, it is essential to have
infornation pertaining to the quan:itative requirements of these nutrilents.
This includes both the winimal requirewment necessary te cure or prevent the
anenias reculcing from a laclk o these hemopoictic cubszances, cad the requirve-
uent for prowih.

Some recent rescarch suggests that serious malnutrition at an carly asge
leads to both physical and mental vetardation. Tairly cxtensive vesearch with
rats and o.her aninals would seem to indicate and support the susmested
relationship between malnutrition and the permancnt psychomotor system impair=
ment, Not all nutritionists are prepared to extend these findings to human
populations without Iurther verification. And, as pointed out ‘n the Social
and Imanitarian Section, the cul:iural levels likely to be assoclated with
cages of severe malnutrition ey alco linmit the potential wental development

of the child. This question cannot be considered resolwved.
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The association of serious early malnutrition and retardation of brain
and mental development involves the fact that about 90 percent of the growth
of the head and ceantral nervous system occurs before age five. Three different
reports discuss the available information, namely Coursin (14), Stoch and
Smythe (71}, and Cravioto (15). Coursin summarizes a number of studies, and
indicates that the earlier the occurence of extreme malnutrition the less
chance there is that the effects of mental and physical rehabilitation will
ever be complete. The extreme malnutrition generally is associated with
kwashiorkor and marasmus and prior to the age of six. Questions may be
raised as to the definition of “extreme malaoutrition,' so it is best to quote
a recent review.

We quote the opening paragraphs of the article by Coursin (14), but omit
his extensive references.

While the general physical debilitation of undernutrition
has long been clinically obvious, it is only recently thaz
reports from world-wide pronrams for its evaluation and
treatment have led to a growin~ awarencss of itg related
subtle effeets on cencral nervous systen function., Various
studies have shown that these alterations in brain activity
occur primarily in undernouv:ished pre-school childwen,
particularly those under ‘our years ol age, whose deficicn®
dictary intake, high incidence of parasitcic infestation,
and discasc synergistically limi:t the availabilicy of nutrients
and produce abnormalities in 0lecular stiucture and cheleal
energetics within the nerve cell. Furthermore, cven though
they may demonstrate "catch up" in physical size throush :he
nev cell growth that occurs with adequate nutritional therapy,
the established aberrations in nerve cell activity “n some
of these youngsters are not readily corrected and, i of ronths
of prolonged duration, may be irreversible.

The tining of limitafion of nutrient intale during these
carly yeazs corrclates w11 wish thn rapid increase in nerve
cell mass and celludar differantiarion “hat normally produces
some 90 percent of nomaal brain structure by four years of
arne It also coincides with the specific "critical periods"
0. sequential maturatfon and nrelinization of the brain as
Lt integrates into functional unlis in the development of
mental abilities,



school child.

developing coun:iies.
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Interestingly, reports of cvaluation of newborn children
in some of the developing countries have shown them to have
normal performance on a standard ccale of 100 with many of
them capable of superior ncuromuscular performance at birth;
comparable to that cxpected in European newborns at four to
sixz weeks of age. Longitudinal studies sugaest that if these
Infants are provided with adequate nutrition, good medical
care and cnvizonmment, they will make excellent progress
(120 to 140 on standard psychomectric testing) with gradual
gradation of abilities to within the usual normal range of
100 to 110 by three to four years of age.

In contrast, infants of ginilar initial abilities but who
received a deficient diet and lived under poor health and
enviromiental conditions during these carly years, showed
not only retardation of physical growth and development but
tested at a level that was approuimately 25 percent below
nornal standards (score 75) of central nervous systen
capacity by three to four years of age.

In studices of undernourighed children, those who exhibit
the narked clinical changes of lwashiorkor and marasmus
are the ones whe wost frequentily come under study. Thelr
treatment with long teri: adequate dictary measures ugsually
produce. a satislactory remlssion of the seneral clinical
symptonaicology but in wany instances there is evident laclk
of improveuent in the funciional capacities of the brain.
Apparenily, the duration and oxtent of nutritional deficiencies
in these children has impalred the nowrmal critical celluler
maturational prosesses of brain structure. Their intellecinal,
psyclolosical and nevroauscular canacitics are fouid Lo be
sone 10 to 25 pewcenc Below those of normal controls. Althoush
this coes not represent a marlked degree of mental retardation,

£ is ecnough to limit the individval's ability to realize

his inherent poiential and uinimizes his possible contii-
bution to his own well-being as well as his asset value to
his nation (pp. 65-66).

We turn next to some of the programs which attempt to reach the pre-

the =hildren under 5 years of ase are nalnourished and therefore have

chance to develon :fr w1l poiential. Sichness rates are very higa

boco

.
e

Such children represent the major public health problem in

In many of the developing nations some two-thirds of

little

¢ these childroen have dliirished reosistance to the usual childhood

discases as well as to the nevar - 'e infestations to which they are exposed
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in their environment. Mortality rates in this age group are also very high,
somef:imes 40 times higher than comparable figures for children of the same
age group in the United States or Western Europe.

In order to reach the child, parents must be taught the kinds of available
foods which are suitable for the child. In communities where nutrition
education has not yet been begun, nutritional supplements such as protein
concentrates, red palm oll, or fortifiecd complete foods may be more acceptable
vhen given a. medicine than would be the same substances preseated as food.

It is Important to reach the homes. Even maternal and child health centers
reach but a portion of the pre-school child population. Two recent reports
which deal with this problem are Jelliffe (43), and Tepley and Balcome (72).

The most extensive effort to introduce a special food for child use, in
an effort to bridge this nutri“ional gap, has been in Central America with
Incaparina. However, efforts to introduce it have been based largely on its
nuiritional value without emphasis on product variations :ha“ cnhance 1ts flavor,
color and tex:ure. A concise his: @ of the development of Incaparima is provided
Ly Molses Behar (6).

Evaluation of the Evidence

There 1s more than ample evidence certifying to the existence of a eritical
nutritional situation for the pre-school child, particularly for some months
after weaning. Yet there are a numbér of puzzling problems which make it diffi-
cult to define the specific content of the program to mce: the problem, These
Involve both the quantity of additional nuérients required and the ways in
vhich significant numbers of such children can be cficctlvely and efficiently
reachcd. However, such gaps in our knowledge do not downgrade the importance

of the nutritional pap for this sector of the population,
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Conclusions that can be Drawn

In many developing countries about two-thirds of the pre-school children
are subject to malnutrition. For a significant number extreme or serilous mal-
nutrition appears at an early age, usually after weaning. The high death rate
among small children is one of the consequences., Other consequences include
physical and perhaps mental impalrment, some of which may never be restored,
even if pood dicts are provided later in life.

Such malnutrition is a consequence of economic, cultural and knowledge
factors. The pcople arc unable to purchase sufficient quantities of the more
expensive protective foods. The reduction in breast feeding and the inadequate
quantities o® food, particularly proteins, for human lactation appear to be
related to the problem. And for many families the nutritional and special food
problems of the very young child are not known.

The specific kinds of malnutrition have been described. The level of
specific nutrients required to correct the situation, so far as the people in
the developing countries are concerned, are not known in detail., Operating
programs may be faced with the possibility of stretching supplies to reduce
cost and expand coverage with consequent improvement but less than optimum
nutrition versus the possibility of a smaller, higher per capita cost program

but with an adequate supply of critical food elements.

Program alternatives for the pre-school child include: (1) nutritional
education so that parents provide added supplies of protective foods locally
available, (2) nutritional education of a more limited character combined with
programs to distribute appropriate supplements, or (3) a special food for child

use dir.ributed commercially. The latter could be modified to become (2), it



-86-
might be sold under a subsidy, or it might be combined with some sort of

educational-advertising campaign., Any of these alternatives are likely to
be relatively costly on a per capita basis, compared with school lunches,

for example.

19. Expanding the Production and Processing for
Foods of High Nutrient Value

The Jssue

The important contribution that expanded domestic production of food
can make to fced the rapidly increasing world population has been discussed
previously. 1In addition to a sheer volume increase in available food to
maintain the present structure of consumption, significant nutritional
improvement requires a change in the structure of production and con-
sumption of foods. One possibility is expanding and shifting the structure
of the '"surplus" supply of U.S. commodities but in view of the immensity
of the task and the problems of internal distribution in the developing
nations, major attention must be given to production changes in the
developing countries themselves. Existing foods can be made more nutri-
tious in a number of ways. Nonfat dry milk and other products can be en=-
riched with vitamins, and controlled fermentation may be used to increase
the protein content of foods; fish protein concentrate is proposed as a
particular supplement, and cereal products can be fortified with vitamins,
minerals and perhaps amino acids, protein or amino acids may be used as
supplements to other foods.

What are the potentials of such efforts? What are the ma jor problems?

Relevant Research Evidence

A number of foods can be ideatified as haviung a special contribution in

providing vitamins, supplying substartial amounts of proteins, or in providing
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specific amino aclds which strengthen the within protein balance, and in
furnishing other essential food elements. For example, yellow sweet potatoes

(as opposed to white) provide carotene, a vitamin A precursor; legumes and oil
seeds both provide large amounts of protein and amino acids likely to be short

in dicts based on grains; meat and animal products tend to be more costly sources
of protein and cnergy but do provide amino acfds difficult to attain other-

wise; fish protein concentrate makes the same kind of diet contribution.

Another approach, which is particularly reclevant for the plant based
diets of many developing countries, is the effort to identify a group of plant
products that will provide the proper levels of all the amino acids. Such a
combination may be able to supply the animal type proteins in the proper
amounts at less cost than to rely upon animal products.

The problems and possibilities of increasing production oI such products
are properly in the area of agricultural development; their contribution to
improved nutrition warrants special efforts to increase their production
and uge.

The development of new plant varieties could be designed to (1) {increase
the protein yicld of major crops used for energy, (2) improve the quality of
the protein by increasing the amount of specific anino acids, anc (2) increase
the total caloric yicld. Vitamin A deficiency coumonly occurs in most developing
countries and is usually responsible for eye diseasc and sometines blindness.
The more cormonly used vegetables are ncarly devoid of carotene, the precursor
of v.:amin A, although many venctables do contain carotenc.

Animal products (millk, eqgs and meat) have been recopnized as important
gources of high qualiiy proteln ond protective vitaming and minerals for wany

years. In fact a dict of whole cyn (bolled) and distilled water has been used
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to maintain rats through four generations with no adverse affects, attesting
to its high nutritional value, and except for iron and copper content, and
perhaps vitamin C, whole milk is essentially a complete food.

The levels of critical B-complex vitamins are provided in generous amounts
by animal products, almost without exception. Meat products are cxcellent sources
of amino acids, lysine, methionine and cystine; and milk and eggs contain
high levels of all essential amino acids including lysine, tryptophane and the
sulfur amino acids. For these reasons, small amounts of animal proteins in-
cluding f£ish proteins, can be expected to materially improve the amino racid
balance and adequacy of the protein mixtures generally consumed by pecople
subsisting primarily upon cereals and limited amounts of other plant proteins.

At the same time it must be recognized that feeding cercal arain and othe:
feeds to animals which could be consumed by man is less efficient that direct
consumption of those food-stuffs by man. In every country, however, there are
fibrous feed resources such as pasturases, roughages and by=products which ave
unsuitable for man to eat, but which can be used to support, in lairc "ttt
production of cattle, goats, sheep, or other ruminant aniwals or Lini:ecd swine
or poultry meat énd egg production. In addition, signilicant anounis o po.lum:
meat and eggs can be realized by small size "scavenger'' flocks Jor susal
familics, where insects, worms and plant materials are available and occasional
kitchen or table waste contribute materially to the total animal food supply
in many developing countries. But to so further into this awreca involver the
vhole of agriculture, animal and plant (lsease and conivols, inproved nntrition,
the more effective use of fertilizers and chemicals, water control nrojecis
and so on,

More directly relevant arc :lc cfforts to oubstitute plant prozein for

animal protein. In many areas of the world, high quality animal protein is



either very scarce, expensive or both. Due to this fact, many people are
forced to derive their protein intake largely from plant protein sources.
Usually one or more of the essential amino acids are somewhat lacking in
these diets, thus reducing the overall efficiency of the food. For example,
in areas in which the major part of the caloric intake is furnished by wheat,
millet, teff, barley or sorghum, lysine is the chief limiting amino acid.
Similarly corn dicts require both lysine and tryptophan supplementation
while rice diets require lysine and threonine. It is often noted, in Jansen
and Howe (42), that most of the protein shortage in the world is one of the
quality not quantity for the above outlined reason. Quality, as used here,
refers to an adequate amount of each amino acid. If one amino acid is limited,
the other amino acids, available in adequate amounts, are wasted so far as
the human dietary system 13 concerned.

Research on this problem has taken two general trends: (1) Amino acid
supplementation of vegetable dicts; and (2) the attempt to combine various
available vegetable proteins in such a way as to increase the chief limiting
amino acids, as indicated in Sciinshaw et al. (63).

In the former area, Howe et _al. (40) indicate that in the cacsava/banana/
yam-cating segments of the world, the nutritional value of the protein concen-
trates will be greatly affected by the protein centent ol the rerainder of
the diet. They point out that supplenentation of these dicts with lysine,
threoninc and methionine singly or in combination would upgrade the quallty
of the oill sced proteins to valueu approaching or cqual to thet of a high
quality animal protein, casecin. Howe indicates that such a diet would be

equally adequate for infants and adults.
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Scrinshaw et al. (63) on the basis of favorable biologic and clinical
findings indicate that their experimentation reveals that vegetable protein
mixtures may be used in supplementary and mixed feedings of infants and young
children and may also be used as low-cost protein-rich food of good quality
for persons of all ages where the basic ingredients (of the mixtures used=-
INCAP mixtures 8 and 9 plus corn and beans) are available and animal protein
sources are either expensive or in short supply.

There are many foods preserved by traditional methods of fermentation
that are known to be highly acceptable in certain countries. These includa
fermented soybeans, fish paste, tarana-a blend of bulgar and milk, pickled
vegetables, and 1d1i, a bread-like product made by the action of leuconostoc
bacteria on a dough containing black gram (a black pea) and rice. This
product supplies two to three times as much protein as an equal quantity of
rice and is simple enough for home use. The flavor is sald to be pleasing
and bland and the texture is like leavened baked products.

Processing indicates the possibility of additives not requiring additional
farm raised raw materials. Thus vitamin enrichment of nonfat dry millk is part
of the current FFP program; time has not been sufficlent to cvalnate iLs effect.

But in this area of food supplements, the U.S. Govermaen: and the FFP
program have become very aware of fish protein concentrate (FPC). Its proponents
claim that FPC represents potentially an abundant and ‘ecanomical scurce of
high grade animal protein. They point out that protein concentrate piepared
from figh requires no refrigeration or special handling and offers an effective
means of getting this protein resource into the diets of the people who need
it most desperately. FPC can be produced in many forms, but the form of im=

mediate interest is a fine, light-colored, nearly odorless and tastcless product
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which results from a process that has been developed by the USDI Bureau of
Commercial Fisheries. Borgstrom (0) is among those who argue that the
potentials of the fish industry is exagperated. He argues that the existing
natural resources are being fairly thoroughly exploited (by large scale
Japanese and Russian fishing ships particularly) and that scientific
nanagement of the oceans must come next. Even so it is probable that present
regources are not being fully utilized as an aid in nutrition.

The feasibility of a fish protein concentrate is under study. A Scientific
Advisory Committee on Marine Protein Resources Development was set up as a sub-
committee of the Food and Nutrition Board in the National Academy of Sciences,
National Rescarch Council, to counscl the Bureau of Commercial Fisheries on
thelr research program. More recently, this Committee extended its responsi-
bilities to include the conduct cof those studies, surveys and activities required
to establish the feasibility of the use of FPC as an aid toward the elimination
of human protein malnutrition on a ~lobal basis, with cmphasis on such problems
as the feceding of pre-school children ond pregnant and lactating mothers. This
Committce has been charded with the presentation of a complete feasibility
project by September 1, 1965.

Although much is known today about the processing conditions required
for the production of high quality soybecan protein producis, the conditions
needed to make high quality protein supplements from cottonseed, peanut, coconut
and sesame arc morc difficult and less well defined. Methods of producing
cottonsced meal protein of reasonably good quality are known, but most indus:rial
plants in the U.5. as well ag In developing countries fail to handle the cotton-

seed protein wich sufficient cave .o achieve a quality sultable for use in



human diets. In most instances, wuinor revision of plant operations and

some additional equipment would pemmit voutine production of a cottonsced

meal with acceptable protein quality for use in formulated foods and fov pro-
school children, In addition, the level of gossypol and halpen substances can
be reduced sufficiently low to be quite suitable for human feeding with the
groper application of present technology. Use of genctlic gossypol or even the
glandless cottonseed varieties will fuvther reduce this concern. ILmproperly
processed cottonseed protein is relatively low in the essential amino acids,
lysine, tryptophan and methionine. These amino acids [requently limit the
value of the total protein where dicis contain only cercal and other plant
proteins.

Since cotton production is couwon i‘n many of the tropical and sul-Liraplcal
countries with serious protein defic’encies, cotionseed proLein has recelved
attention for possible increased use as human food. Peanuts, coconul and
scsame are less widely distributed o: available in smaller quani’ties, hul
they too offer prospects as protein supplements. The USD' Southern Reslonal
Laboratory has devoted extensive iescarch to the iaprove wen® of colionsced
protein, and indeed has received some AILD support. In solic of :l'ilg, only a
few plants in the U.S. or elsewhere are now producing co:zonsee 1! *enhle
for use in formulated foods for .an.

So far as amino acids arc concerned, lysine availability especially
critical in cottonseed, peanut, coconut and sesame prote’n and 2l.os! all
cereal protelns are low in this essential amino acid. Application ol Loaproved
processing technology in the production of food grade as well as fced rade
protein supplements can macerlally inmprove thelr nutritive value and extend
che effectiveness cf the prote’'n ‘:zivzes. The technical and nanage en,

problems may impose a number of dililculties.
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In addition proper handling and storing of these materials are essential
to minimize the problem of mycotoxin contamination from molds and fungi. This
{s especially critical for peanut proteins, where aflatoxin contamination is
known to be a real hazard. Suitable control measures and methods of aflatoxin
detection are known, however.

Cercal based dlets are common in the developing nations, with 60 to 80
percent of the calories provided by cereals. In such countries an improved
dlet requires some high protein focds, particularly in rice-eating and corn-
caling countries. Young children suffer the most because their rapid growth
calls for more protein, yet they tend to be fed starchy pruels that often
contain less protein than the usual adult diet. Special supplemental foods
for children have been developed, but tcnd to be expensive relative to the
usual foods, Inconvenient, and lacking appetite appeal.
Evaluation of the Evidence

There appears Lo be general apgrcement upon most of the information
presented. The problems are of a different character and do require further
technical dnformation. To what extent should the United States beconie involved?
What is the cost of various levels of participation? Uha: 'tiads of programs
should be developed? Where? How much will they cost? And how ~howld coste
be allocated between governments and among the people particinal ‘ne

Conclusions that can be Drawn

There ave a variety of ways in which more nutritious foods can be provided
Lo people in the developing countries.
‘1) The varieties of crops can be shifted so as to be more nutricious.

(2) The patcern of crops can be structured in favor of a hicher protein
content.,

(1) Modest increases can be made in animal production by better utili-
zation of wastes and lo.are.




(4) Plant breeding, with time, can upgrade the nutritional quality
of present food crops.

(5) The above four items can be done both or either in the United
States and in the recipient country, with emphasis on the
recipient country.

(6) Nonfarm produced additives and irradiation procedures can provide
certain nutrients.

(7) Fermentation and other typed of processing can increase the
protein content of the food and make it more storable.

(8) Carefully controlled processing procedures can preserve more of
the basic food elements (such as amino acids), prevent or limit
the presence of potentially toxic elements and thus utilire for

human food a larger proportion of the plant proteins, such as
provided by cottonsced, peanuts, coconuts, soybeans and secsame.

20. Other Health and Nutrition Issucs
(Listed only)

Evaluation of Foods and Nutritional Status of Pcople

The_Issuc

The food produced and prepared, and the parts considered edible, vary
from region to region. Foods which contribute essential elenents to the
diet of one region may not be practical (even if the culiwsal problews can
be overcome) for use by people in other parts of the world. Sone [oods show
marked differences in nutrient content from similar lood =rown 'n « ¢ arcans,
At the other extreme, it is necessary to identify foods which ma: or do contain
toxicants, foods which carry residues naturally occurring from pecticides or
other chemicals, or foods in which toxins or allergens may occur. The recent
efforts to convert portein concentrates to suitable human foods, cspecially
for feeding small children, draws heavily on products which may be assoclated
with toxic agents.

Another area in which lmowledpge Ls inadequate is in the trend analysis

of nutritional status. The ICNND surveys do provide a great deal of Information
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in levels of health and nutrition at one point in time. Food balance sheets
(dlscussed under Population and Food Supply) are one technique for estimating
whether the apprepate food supplies are improving or deteriorating, and the
previous section supgests that some deterioration has occurred in the past
several years. But the situation for individuals at or below nutritional
adequacy is not uncovered by agorepative data., An analysis of family food
budgets is one way to identify the trend in those groups more likely to suffer
deficlencies. Another approach--and likely to be more reliable--is the
periodic repetition of ICNND surveys, particularly when there is rcason to
believe that changes have occurred. Also, such surveys are the major procedure

for determining within family deviations in nutritional status.

Problems in Distributing Improved Foods

The Issue

There are a wide variety of problems that might be subsumed under this
heading. The cultural resistances to new or Inproved foods were discussed
in the Social und Humanitarian section. Certainly nutrition specialicts have
a concern with creating foods which are likely to be culturally accepted. But
the problems posed here are technical and by implication cconomic, ‘n ‘mnroved
food can be produced in a laboratory or a small pilot plant, but eventually 1t
must be produced and consumed on a cormercial scale. This normally requires
a substantial capital investment in plant and equipment. A source of sau
maté?ial is nceded, which may require significant changes in f{ar:: prodicilon

patterns in the vicinliy of the plant. There need to be marlet prospects for




the resvlting product, and with a new food there is no assurance that thae
product will be purchased in significant amounts. Even if the product is
distributed through public or charitable agencies, it is always possible

that frustrations, or unexpectedly poor results will cancel the program or
shift to another product. This problem is obviously far less severe if the
product can be produced as a part of an existing plant operation, with little

specialized equipment.

Problems of Nutritional and Health Education

The Issue

Better nutrition for the young child almost certainly requires some
nutritional education of the parents. For other sectors of the population,
there may be ways to advance nutrition without this emphasis oun cducation,
Still, in order to make maximum use of food resources, Lhere is necd for
education and training of people at many levels, since there is a shortage of
people and a paucity of positions Ior people who would become the corrwnicators
at the town, village and farm level. The nature of the wrriritlonal challenges
clearly calls for a dramatic increasc in these Rkinds of talents 1.0 a lazge

scale communication of the desirability of a changing diet 1s to be accomplished.
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PROGRAM OPERATION

21, The Consistency and Relations Among
FFP Objectives

The Iss.e

Food For Peace is characterized by multiple objectives and dispersed
responsibility for program operation. The program objectives tend to be
fragmented into groups which go to one or another major agency, and some-
times to different units within that agency. Objectives attached to FFP and
its legislative predecessor include surplus disposal, market development
(for U.S. exports), economic development (of the recipient country), im-
proved foreign policy (support of U.S. positions by recipient countries),
better nutrition, and improved soclal and humanitarian relations in the
recipient country. The objectives associated with various local currency
uses would extend the list, ranging from military support to cultural ex-
change.

It is inconceivable that any program can efficiently attain all of such
varied objectives although it might to some degree. Hence, for effective
overall functioning, it is essential to establish the extent to which two or
more objectives are mutually consistent, competitive, or partially comple-
mentary. Further, priorities need to be established between and among
objectives and groups of objectives, so as to program effectively among
competitive objectives. Overall evaluatiou by Congress and especially by
the public often fails to differentiate among Titles and Sub-Titles, so
that the entire program may be damned by an aberration in one area.

A first question is: Now, after more than a decade of operation, can

these objectives be clarified and integrated? The second question is:
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Are the politicél costs of clarification of objectives tono high to be ac~
ceptable? If not, towards what purposes should the program be integrated?
Or, what priorities are attached to each of the objectives? Important ques-
tions about the future of FFP can not be answered unless there is at least a
preliminary answer to such questionms.

Relevant Research Evidence

Evidence of the multiple objectives of FFP can be provided by almost
any serious report on the program; the list would be very long. One of the
more charitable views is provided by Bensdict and Bauer (7)

The existing program is a result of compromises of many kinds
and hence does not reflect in to the thinking of any one group
or individual. That, of course, is inev.!table in programs that
must be arrived at through democratic procedures.... But we
now have more experien-e than we had when these programs were
taking shape, and some important e«lcments of “he over-all problem
that were not apparent then car ncw be more readily seen and
understood (p. 203).

The authors go on to suggest ten changes in emphasis and procedure.

Briefly a few.
1. The program should be authorized...on a longer-term basis.

2. More emphasis should be given to...building up the ooorer
and newer countries.

4. TFor some of the very poor countries the [Toca] currenq27
loans should be supplemented by grants...

7. The USDA should be responsive to requests for purchase...
with foreign currencies but should not pursue an aggres-
sive sales policy as it i¢ virtually required to do under
existing legislation... (pp. 203-204).

Heady (39) examines the framework cf U.S. surpluzes as aid, concluding
that the program can take different molds, depending upon the end or goal
of the program.

Confusion over the =:hazat to which portion of outpouring
from the U.S. farm svoy'y fu-etlon can or should be used in

assistance programs to .ess Z«velopad nations stems from
differences in values, belizfe aL-ut facts and ends of economic
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interest groups. Some people press it in pure humanitarian

hope. Some sincerely believe that it can or should be used as

a primer in economic development of backward nations. Others

support it in terms purely of their own economic interest, and

policy proposals and legislation have both been made in this vein.

Some groups who would call 'foul play' should Canada or Australia

pour their surpluses into the United States ...are not unwilling

to dump farm surpluses in other countries, without concern over

detrimental price and income effect (p. 640).

Willard Cochrane, ‘n an article published in 1960 (12) criticised the
program in these terms.

But perhaps the most important point...is their failure to

produce, or generate, lasting benefits for the recipient countries

involved (p.18).

Would he support this statement today? In his 1960 article a seven
point proposal for making the program acceptable included these items: (1
Except in famine situations, the commodities are to be used exclusively to
finance economic development, (2) Once committed to a development plan
these commoditles become U.S. committed "development supplies' regardless
of levels of U.S. agricultural production, (3) Financing procedures, (grants,
loans, sales for local currency) would be convenient to the recipient
country but with the basic objective of speeding economic develcpmert, (4)
The recipient country must provide evidence that they purch:se "no=mnal"
outside supplies, (5) Other outside financing is necessaxr- for the c=velop-
ment program, and (6-7) Referred to the desirability of rrograms ~ry -thex
countries and by a U.N. agency.

These suggestions are for a clearcut priority emphasis on economic
development, with concomitant effort to avoid interfering in commercial
trade. If one examines P.L. 480 against economic development objectives,

one of the major evaluations is presented in a 1961 paper (16) by Sir John

Crawford (Australia). He drew four main couclusions.
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1. The subject under discussion arises from the fact of surpluses
which have risen for reasons quite other than a desire to make
them available for development.

2, There can be little quarrel about using surpluses for purposes
like famine relief and buffer stocks against seasonal changes in

supply.

3. Although there are important qualifications and difficulties,
there are nevertheless circumstances in which U.S. farm sur-
pluses can be a resource (whether 'powerful' or not is more
debatable) for economic growth in the recipient countries.,
The two principal circumstances are present when food is
needed beyond the reasonable expectation of home agriculture
and when foreign exchange is a limiting factor in the use of
available and usable domestic factors of production.

4. This relevance to growth is found when food disposals replace
commercial imports but is also possible when they are addi-
tional to some measure of commercial imports. A first limiting
factor is the total volume of food imports required to meet
a level of consumption regarded as a necessary minimum as an
integral part of the total plan. Imports (whether disposals
or commercial) beyond this level may not be necessary for
economic growth (pp. 391, 392).

Heady (39) in arguing for economic development sets up rigorous cri-
teria for food aid.

Only where it can be shown that the food will not substitute
for other claims in exchange, will not deprese development of
agriculture in the recipient country, will not displaze exports
from other nations and does rot divert resources withina the
United States from more essential commodities for foreign
development, can surplus disposal be considered a perfectly
neutral program w.th no danger of sub-optimum or negative out~
come in respect to development (p. 643).

In further examination of development as the objective, Heady states

...there is need to develop American farm policy which eliminates
and restrains buildup of surplus supply and which frees the public
capital so represented for more optimum developmental purposes.

In this sense both goals might have been better attained had we
paid U.S. farmars to cease production here, and treval to foreign
countries to aid cultivators in their decisions (p. 644).

A report by the OECD (55) also discusses food aid as development aid

in a 1éss provocative vein. Amorg its conclusions were the following comments.
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The basic question is whetner food aid is a desirable way of putting
the productive resources of the developed countries at the disposal
of the less developed ones. The analysis of the present report sug-
gests that this wnay be the case so long as the productive resources
in the agriculture of the developed countries cannot easily be shifted
to other uses. Food aid may thus represent in the short run a net
addition to the total amount of aid. Countries with agricultural
surpluses are prepared to give them as aid and in the short run may
not be willing to give aid in other forms.

Food aid, however, should not be regarded as a permanent arrange-
ment. It would not be an economic solution in the long run for the
developed countries to maintain by subsidy a large domestic agri-
culture and to export their surpluses on non-commercial terms to
the less developed countries. World economic growth can best be
promoted by having each region produce the industrial and agri-
cultural goods for which it is relatively best fitted. The long~
term objective should therefore be to promote maximum economic
growth in both developed and underdeveloped regions, and if less
developed countries can reach a higher level of economic develop-
ment and find increased qutlets for their exports, they could pro-
gressively increase the proportion of goods which they can purchase
through commercial channels and achieve the pattern of imports best
suited for their needs.

Food aid therefore cannot remove the need for other forms of aid
to assist the country's development....

In view of this close relationship, it seems d:sirable that food

aid should be more closely integrated in the development plans of

receiving countries, where such plans exist, and also that there

should be more provision than there is at present for co=-ordination

between food aid and other aid programmes (pp. 12-13).

It may not be too unrealistic to characterize the first years of P.L.
480 as & combination of surplus disposal and market development. After 1958
long-term commitments were being considered and geared into national develop-
ment programs. In 1961 social and humanitarian concerns were given added
emphasis. Also the pressures of population upon food supply in an increasing
number of countries made it realistic to consider food as a possible instru-

ment of foreign policy. In late 1964 and 1965 a nutritional concern is being

emphasized. The President's letter transmitting the 1964 Annual Report and
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AID's vitamin enrichment of nonfat dry milk are cases in point. The renewed
emphasis of some groups on trade expansion and market development, however,
is a demonstration of continued multiple goals and possible inconsistent
objectives.

Even so, the closest approach to priority assessment probably is the
allocation of supplies to the several titles. Thus a high priority is given
to Title III domestic donation and a low priority to Title III foreign do-
nation. But the latter, compared with Title I priorities, seems inconsistent
with the current attention to emphasizing nutrition.

These statements suggest that there have been drastic revisions in the
actual program operations over the past decade, as one or another objective
was emphasized. Yet, except in terms of new programs, the changes are hard
to identify. Most of the old approaches continue to function in customary
programs. One way to identify priorities might be to think through a manda-
tory reduction of 50 percent over a five-year period; then using as a base
the program which would persist at the end of five years, consider how it
would be expanded. What programs would be maintained and which ones cur-
tailed? What FFP program requirements, if any, would be translated into
changes in the structure of U.S. agriculture? Which ones into host country
agricultural development? Perhaps in this way it would be possible to assess
today's priorities and build a more integrated program.

Evaluation of the Evidence

The material presented above are judgments of mature people, but they

are judgments.
Conclusions that can be Drawn

The P.L., 480 program image in the executive departments has tended to
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shift away from its early emphasis on surplus disposal and market develop-
ment. In the late 1950's, economic development was given emphasis, including
four-year commitments to facilitate programming. Since then emphasis has
been given to foreign policy support, to social and humanitarian aims and
especially to improved nutrition during the past year. Even 8o the older
objectives and customary programs persist, with renewed emphasis on trade
expansion. In the views of some, there has been 1ittle lasting effect with-
in the recipient country; while in the views of others, it is a less effi-
cient but none the less positive contribution.

There has not been a systematic effort to evaluate alternatives, and to
identify the way in which the multiple objectives of FFP interrelate. Yet
it is clear that both competition and complementary exist among these
objectives.

Priorities in the allocation of surplus commodities to Titles and Sub-
Titles are not consistent with the current emphasis on human nutritiom.

In any case the apparent shift in emphasis upon objectives has led to
new programs but with no apparent curtailment in most existing programs,
except that some countries were shifted out of eligibility as their foreign

exchange position improved.

29. Possible Future Changes in Program Size, Emphasis
and Their Implications

The Issue
The FFP program has evolved from a temporary program (which might be
categorized as surplus disposal) to a continuing program which gives in-

creasing attention to nutrition and economic development. There are a



=104~

variety of specific ways in ﬁhich the program can be shifted within this
broad change in emphasis. The physical facilities and the internal social
and economic absorptive capacity limit the total volume of FFP shipments
that can be made to a specific country, It'would be useful to have some
specification of these limits for major recipient countries. What guide~
lines are available for choosing among changes in emphasis, including such
items as: (1) a planned change in the commodities available for shipment,
(2) procedures which complement and support the growth of agriculture in
the host country, (3) guidelines to field personnel to enable them to better
calculate the U.S. interest in developing a large or a small program, and
the commodity composition thereof, and (4) value of proposed new procedures.

Relevant Research Evidence

In one sense all the research, as well as all the experience of Agri-
cultural Attaches, Food For Peace officers and administrators is relevant.

In another sense the relevant evidence 1s the information specifically
organized to provide guidance on alternative programs. We turn to the latter
area, despite the sparseness of materials.

Experience, 1.e. difficulty, has shown that there are limits to the
amount of commodities that a port can handle, or that can be stored, trans-
ported or distributed. There are a number of reports, usually by consulting
firms, in some of the embassies dealing with storage and processing facilities
and the possible size and location of new facilities. Some of these recom-
mendations are being implemented. The recent experience in attempting to
ship more wheat to India is also evidence that there are physical limits,

at least at pregent, in the amount that can be received. This amount is
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influenced and in turn influences other imports and exports, and the pri-
orities the host country attaches to the movement of products into, out of
and through the port.

In rice consuming countries a favorable rice crop quickly leads to a
reduction in the level of wheat consumption, and often in wheat prices.
Under such conditions there is a need for a short-run cessatioﬂ of imports,
and perhaps even some re-exports of wheat so as to avoid depressing internal
prices or having the wheat deteriorate in storage. Personnel in this project
observed some of these problems in East Pakistan. Within limits, there may
also need to be some evaluation of the role which social and cultural prob-
lems may impose upon the shifting of food habits,

The problems faced in the emergency distribution of food, as under Title
II disaster relief, are common knowledge even though each case has some
unique characteristics. And reference has been made earlier (Social and
Humanitarian Section) to the possible implications of a larger or smaller
program upon the structure and program emphasis of voluntary agencies.

The need for an expansion of internal agriculture in the recipient
country, and the need to be quite sure that FFP supports rather than con-
flicts with such developments, also puts a premium on program planning.

Similarly for U.S. domestic agriculture and agricultural policy there
are a variety of alternatives and implications as various sizes and program
emphases are given attention. The Staff Economists group in the USDA have
a substantial amount of information and calculation on such alternatives.

But comparable data and calculations are not available for the overseas

part of the program with anything like the same degree of comparability. If
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they were, then it would be possible to compare the economic, political,
social, budgetary and administrative implications of shifts in the compo=
sition of U.S. agricultural surpluses, of changing the balance between pro-
duction controls and FFP exports, and adjusting the programs over time so
as to attain greater continuity of specific projects. Such foreign and
domestic problems, possibilities and their implications, need to be care-
fully thought through and interrelated.

But the evidence, information and analyses of such alternatives are
not at hand, There are various bits and pieces, mainly with respect to
domestic alternatives. The costs and benefits in social, foreign policy
and economic terms are simply inadequate for the importance of the issue.
Evaluation of the Evidence

As already indicated the information of the quality required just is
not available.

Conclusions that can be Drawn

The importance of this issue in terms of forward planning for govern-
ment, suggests that there should be a substantial number of documents which
evaluate the pros and cons of alternative kinds of projects, levels of oper-
ation and so on. The preparation of such documents normally raise questions
which stimulate research, at least within government. There is a great pauci-
ty of information, however, by which add foreign costs and accomplishments
to domestic program alternatives, and upon this basis to judge and compare
alternative ways to deal with the excess productive capacity of American

egriculture,

It just is not possible to make decisions about the program size and

emphasis on the basis of "hard facts" about costs and accomplishments.
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23. Statutory Changes that would Expedite
the Administrative Processes

The Issue

Many FFP procedures follow those developed for domestic operations far
from the needs of FFP. Are there alternative and simpler approaches that
both protect the public interest and expedite arrangements? Since the pro-
cess of administration usually is complex in the recipient country, and
capable public administrators are among the more critical personnel
shortages, there are sound reasons for trying to hold down the administrative
burdens. 7The problems of end use accounting in donation programs are not
casily resolved, and at the same time, the process of accounting, itself,
creates a series of time consuming problems.

Similarly, other elements such as package markings, the procurement
of commodities in the U.S., the allocation and expenditure of local cur-
rency all are subject to a set of rules which do not always make sense and
often are restrictive on imaginative FFP programs. Can flexibility be in-
creaged without encouraging improper actions?

While these questions are written as if the problem were statutory,
gome alternatives may be available without changes in the statutes.

Relevant Research Evidence

We know of no really relevant research effort. Instead let us suggest
gseveral alternative approaches which may clarify the issue.

There has been some effort in the last year or so to combine shipments
under different Titles to the same country so as to reduce ocean freight
costs and facilitate shipments. The advantages and limitations of such

procedures may be available to program administrators; if not, someone
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familiar with the situation should be asked to review the experience.

An extension of this procedure should likewise be examined. Under pres-
ent procedures a country with multiple P,L. 480 programs will have duplicat-
ing distribution programs. Under Title I, imported commodities will flow
into the established commercial markets and use existing distributional
facilities in moving to ultimate consumers. Any Title II projects will
require separate personnel and rented facilities for warehousing, processing,
transportation and distribution. Such proceaures may be essential in areas
of natural disaster, but not necessarily for handling at point of entry
(except for U.S. reguiations and the need for end use accounting). There
also are likely to be several Title III projects each with duplicating
warehousing, transport distribution facilitles and personnel to control
commodity flows. Are these duplications necessary for statutory or for
administrative reasons? Could procedures be worked out whereby wheat flour,
for example, were purchased through regular market channels with local
currency accumulated from Title I wheat imports, thus short circuiting the
port, warehousing and internal transport procedures?

It might work something like this. .Title I wheat shipments would be
increased by the amount of Title II and III wheat and flour, and all
charged in the first instanca. As the invoices are turned in to the agri-
cultural attache, an estimate of the landed cost (70 or 80 percent) could
be reimbursed from Title I local currency paid when the "Title I plus"
shipment was received. The remainder would represent internal warehousing
and distribution costs which the voluntary agency would defray from re-
sources presently available., This should result in some cost savings due

to efficiencies of scale, and it certainly would reduce the personnel costs
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and problems of the Title II and III operating agencies. This procedure may
not be useful in the handling of small quantities of commodities such as
nonfat dry milk which are included in Title III but not Title I agreements.
It should not be difficult to maintain priorities on commodity availability
by Titles, 1if this is necessary, by rules on reimbursement from Title I
currency.

Thus the Colombian Government would pay the U.S. Embassy, who would
pay the voluntary agency or local government unit, who would pay the
marketing firm who would pay the Colombian Govermment. The wheat would
flow from the U.S. to the arrival port, where a Colombian agency takes
responsibility for internal distribution. The voluntary agency would pur-
chase authorized amounts out of this commodity flow in whatever city or
town was most suitable, and distribute the commodity free to schools and
other consumers.

The above procedure immediately runs into objections due to the
package markings provisions under Title III. Yet to a substantial degree
today, the ultimate recipient does not actually see and handle the package
of commodity sent from the United States. In school lunches, for example,
the child receives a roll and a glass of milk, or other commodities ready
to eat, Posters and word of mouth are relied upon to convey the message
about the source of food. This procedure could be contin'ed.

The package markings also bring up another question. The legislation
specifies a procedure designed to communicate a message, and the message
is intended to create an attitude towards the United States. It seems

appropriate to work back from the desired attitude and see whether there
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are alternative ways, perhaps better ways, to develop this attitude, and to
examine what attitude knowledge of the source of the food actually does create.
For example, the presence of the food may simply confirm the view that rich
countries should assist the poor, just as the wealthy man is expected to
assist his poor relatives. If so, then the absence of the program may cre-
ate negative attitudes, while the presence of the food prevents developing

a negative attitude, but does not create a positive one. This in only one

of several possible consequences and contradictions which might be explored

{f a shift from the statutory marking requirements is considered.

It is believed, but this may not be true, that one item which takes
considerable time is the advertising-for-bids-and-directions-to-ship phase
of the program approval and 1mp1ementati§n process. In disaster relief and
in new programs there often are sound reasons for expediting the arrival
of the first shipment. One way to do this is to establish an exception to
the bid procurement procedure. (The writer is not clear as to whether such
exceptions are presently possible.) Another alternative, not always physi-
cally feasible, would be the allocation out of Title I shipments of com-
modities already enroute or in the host country, following reimbursement
procedures discussed earlier.

The allocation and use of local currency from Title I has become in-
creasingly complex as the Bureau of the Budget and Congress apply procedures
treating these funds as if they were dollars or nearly so. This makes it
difficult, even though it should be easier in excess currency countries, for
the United States to effectively utilize these currencies either to sponsor

research, to cbtain local materials and services, or to influence and
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strengthen institutions in the host country in directions desired by the
United States., One can sympathize with the desire to have some control over
the U.S. agency uses of these funds, but the administrative procedures
followed should reflect the realities of what these funds really are and
should not support the myth that thay are deferred or near dollar earnings
from Title 1 sales. Obviously, there are differences am;ng countries; in
excess currency countries the procedures should be minimal (as if dime's
worth rather than dollar's worth of currency were being spent).

Evaluation of the Evidence

Not applicabie.

Conclusions tlha: can be Drawn

This is & zswmaary of views Lasad on personal experiences rather than a
summary cof research conclusioas.

It is proposcd that an almost totally different procedure be explored
for major commodlties utilized iu Title II and Title III programs. This
procedure would combine Title II and III shipments with Title I all the way
to the town whera distribution to consumers takes place. For approved Title
11 and I1I programs, the commodicies would be purchased in the local market.
The voluntary agency or other distributing egency would pay the market firm
and be reimbursed by the U.S. Embassy. Distribution costs could be handled
about as at present, It is believed that such a procedure would reduce
costs, and certainly reduce manpower needs,

Package markings requirements could not be maintained by this process.
It is suggested, however, that the fundamental reason for package markings
is a desired change in attitudes. Investigation of this process may pro-
vide other means, e.g. the posters often used at present, to convey the

message and perhaps more effectively attain the desired change in attitudes.
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Procurement for new and emergency programs might tap the Title I flows
of commodities in the same way, or be used as a basis for occasional excep=
tions to the normal complex commodity procurement procedures.

The use of local currency in excess currency countries should be liber-

alized so that it can easily and quickly be used for U.S. Government purposes
or to influence in desired directions the host country institutions. In
such countries the simplified procedures should act as if dime rather than
dollar equivalents were being expended. Grants of local currency should be

substantially greater than they are at present in such excess currency

countries.
24, Other Program Operation Issues
(Listed only)
FFP Policiles and Strategies in Individual Countries
The Issue

The FFP program can relate to several areas and levels of host ‘country
operations. Title I and IV are a type of balance of payments support, while
Titles II and III influence local institutions and individual welfare. Any
of these can operate as distinct programs with self-contained objectives or
they can be related as integral and integrated parts of the U.S. objectives
in that country. AID has had aid evaluation teams in a number of countries,
but all too frequently they have given only passing attention to the optimum
role and function of food aid in the country programs. There are outstanding
exceptions of course. The separate responsibilities of AID and the USDA
particularly, but also of other departments tend to develop world wide poli-
cles which interfere with specific country programming. Are there procedures

which would make improved country level policics and strategies possible?
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Market Development Effects

The Issue

One of the objectives of Public Law 480 and continued under FFP is to
expand the commercial markets for U.S. farm products. In the long run there
is likely to be much complementarity between this market development objec-
tive and economic development objectives. That there may be several kinds
of short-run conflicts was suggested earlier in the Economic and Financial
section.

But the issue of concern here is the question of whether market de~
velopment efforts do have the effects which they are designed to create.
To what excent do advertising, promotion and public relations provide a
positive increase in the smiarkets for U.S. farm products? Which of the vari-
ous techniques is more effective? Are such efforts effective in Western
Europe but not in developing countries? Under what circumstances does such
a program work? And what are the implications of such programs for longer

term development?

The Pre-School Child

The Issue

The nutritional problems of the pre-school child were discussed in the
Health and Nutrition section. The decision to try to meet this challenge
presents a host of program operation problems. How can the proper food be
made available? It seems likely that the best alternatives involve either
personal services such as teachers of nutrition, or a complete food, perhaps
prepared from a combination of domestic and imported ingredients. How would

such programs fit into FFP routines? What are the possible sources of
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financing? Which program is best under specific host country circumstances?

The 'questions are easy to ask; difficult to answer.

Administration of FFP Programs

The Issue

The specific problems identified here, out of a host of administrative
problems, are the comparative costs, accomplishments and influences of FFP
programs under the several titles. Is the apparent comparative low cost
of Title T offset by the costs of handling local currency? Are the specific
institutional and individual level responses to Title II and III programs
gufficiently important to warrant the greater use of such programs? For
economic development? For improved nutrition? For other objectives? How
does Title IV compare with Title I as food aid and for other desired ob-
jectives, since the local currency is a host country, rather than a U.S.
Government responsibility.

As a country AID mission determines to develop a Title II project, for

example, what are the necessary personnel costs of an effective program?

Changing‘Program Emphasis
The Issue
This issue relates to a previous issue -- Possible Future Changes in
Program Size, Emphasis and Implications. As decisions are made on overall
programming, there is a need to translate this into specific procedures and
especially to communicate these to the country missions. Also involved is

the need for guidelines as FFP country personnel are reassigned to new
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countries, and as they develop new projects. What is the interest of the
United States in large versus small programs in each of several categories?
What should the United States be willing to contribute or insist on receiving
in order to make the budget cost ~-- domestic and foreign =-- reasonable? In
other words, what are the criteria for aggressively creating projects, and

to what extent should U.S. representatives simply respond to clear food

needs?
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