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SUMMARY

INTRODUCTION

Since the enactment of PL 480 in 1954, the Food for Peacs
Prcgram has used over $22 billion to fund the purchase of food
and other agricultural commodities by Third World countries on
2 concessional basis. The act as passed in 1954 and amended a
number of times since has sought to achieve several objectives,
including (a) expanding U.S. agricultural markets, (b) facili-
tating U.S. foreign policy goals, (c) providing humanitarian
assistance when calamitous circumstances arise, and (d) assist-
ing in the economic development of poor countries.

Ever since the program was established a number of U.S.
Goverrment agencies have been involved in developing program
policy and administering the program. The Agency for Interna-
tional Development (AID), in collaboration with the U.S. De-
partment of Agriculture (USDA), has primary responsibility for
the day-to-day administration of the country-specific programs.
AID, in coordination with the Department of State, is respon-
sible for negotiating the annual agreements with recipient
countries and for coordination among the recipient countries,
Washington, and the various U.S. agencies that have policy
jurisdiction over the objectives of the Act. AID has also been
the agency responsible for developing and monitoring activities
which utilize the PL 480 resource and for assessing the pro-
gram's contribution to the goal of socioeconomic development.

Because nearly 70 percent of the funds available for im-
plementing PL 480 are expended under the provisions of Title I
of the Act, in 1981 AID senior staff requested the Studies
Division of the Office of Fvaluation, Bureau for Program and
Policy Coordination to conduct a series of impact evaluation
studies to learn from past activities how future programming of
this resource might be improved. A comprehensive review of
existing literature was summarized in an "issues paper" by Drs.
Edwvard Clay and Hans Singer of the University of Sussex. This
paper provided the background necessary for developirg a ge-
neric scope of work for case studies in five countries. The
country case studies were conducted in Bangladesh, Egypt,
Jamaica, Peru, and Sri l.anka. These countries were selected to
provide (a) geographic representativeness; (b) broad diversity
in size of programs; (c) program unigqueness, e.g., combined
work under Title I and Title III, jeintly adminiccered local
currency sales proceeds accounts, ard experimental planning of
self-help agreements; and (d) diversity of country-specific
socioeconomic conditions,
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PURPOSE

This paper presents a comparative analysis of the country
case study findings with respect to impact of the PL 480 Title I
progrem and attempts to distill common lessons learned from
AID's PL 480 evaluations. The paper is organized into eight
sections. The fi.st two sections provide a historical and
administrative context for the PL 480 Title I program. The
succeeding two sections present a comparative analysis of the
five case study countries in terms of (a) the socioeconomic
development progresc which have occurred since 1960, and
(b) trends in the PL 480 Title I program. In the next three
sections, *he impact or results of PL 480 Title I proarz2as in
the five case study countries are presented and reviewed. The
last sections summarize the lessons learned from tie five stud-
ies and present recommendations for more careful monitoring of
the impact cf future Title i programs.

CONTEXT

The first two sections of the paper emphasize the import-
ance >f the changes in American agriculture and U.S. political
forces since 1954, and how these changes affect the programming
of the PL 480 resource to achieve economic development goals.
The next two sections describe the recipient country context
and its evolution since the Title I program was initiated in
1954. The review of the history of the Title I program in each
country studied uncovered at least two instances (in Egypt and
Peru) of significant interruptions in receipt of Title I assis-
tance. Thus, it was possible to monitor a comparative national
experiment within these two countries. The historical data
also appear to support the argument that a link exists between
the duration of continuous programming and the extent to which
AlID car directly influence the programming of s»1e3 proceeds.
In countries where the program has existed for a long time,
such as Egypt and Sri Lanka, AID efforts to influence the coun-
tries' use of sales proceeds appeared to be low, whereas in
countries where PL 480 implementation was more recent, AID has
generally been more visible in its influence over the use of
these funds.

The comparative review of socioceconomic development high-
lights the differences amcng ccuntries in terms cf the pcten-
tial for PL 480 programs to achieve an impact. For example,
the difference in food availability without food aid is sub-
stantial between Egqypt and Bangladesh. Until the decline in
0il prices and the slowdown in the economic growth of the Gulf
States, Eqypt had significant sources of foreign exchange earn-
ings which it used in part to finance food imports. It is now
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more dependent on food aid assistance not only for these finan-
cial reasons, but also because its average per capita caloric
intake without food aid is precarious at best. Thus, it is not
surprising to find different nutritional and health impacts
occu: s in Egypt and Bangladesh, and policy changes to im-
prove agriculture taking place in Bangladesh but not in Egypt.

The macroeccnomic impact of PL 480 Title I in the areas of
balance of payments support and, potentially, structural ad-
justment is also more discerniblie in those countries where the
economic context is more constraining. Thuas, the Title I and
Title III programs in Bangladesh and Jamaica have been more
vital to their short-run economic well-being than is the case
for Eqypt, Sri Lanka, and Peru.

IMPACTS ON DEVELOPING COUNTRIES

All five country studies indicated that the PL 480 Title I
program had contributed to balance of payments support. 1In
Egypt, the program provided significant foreign exchange during
periods of high economic growth. 1In Jamaica, the program was
linked to a coordinated donor effort, which included the IMF,
to promote structural adjustments which produced limited re-
sults during the 1975-1980 period.

In Egypt and Sri Lanka, the program directly contributed
to the well-being of the poorest segments of the population,
Egypt accomplished this by setting up A Government-operated
and/or -controlled modern wheat importing, storage, milling,
and distribution system which has virtually eliminated small-
scale traders, millers, and bakers. 1In Sri Lanka, the poor
have benefited from the imported wheat because the more afflu-
ent prefer tc eat rice. 1In Bangladesh, food availability to
the poor, particularly in rural areas, has been improved through
increased domestic production, recductions in food price fluctu-
ations as a result of the Open~Market Sales program, and sev-
eral food ration programs that subsidize food prices. 1In
Jamaica and Peru, the direct beneficiaries of the program have
been the more affluent, although the poor may receive some
benefit from the availability of a larger svpply of domestic
foodstuffs.

A production disincentive effect of PL 480 Title I has
been reported on since the early 1960s. The study teams gener-
ally concluded that PL 480 Title I contributed directly or
indirectly to local prcduction disincentives with respect to
one or several food crops. The program often provided a host
government with sufficient food stocks to withstand pressures
to alter its food procurement price policy or continue to sub-
sidize consumer prices (e.g., Egypt). The exact magnitude of
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the production disincentive effect was not easily ascertained
by any study group, in part because the extent of such an im-
pact cannot be clearly identified when other changes are occur-
ring simultaneously and when the site and commodity mix of the
program do not remain constant. Furthermore, in some cases,
such as in Sri Lanka, the disincentive effect is not detected
as a direct substitution betwee. domestic and imported commodi-
ties but rather is observed indirectly in the pattern of grain
production. Finally, the Jamaican study emphasized the impor-
tance of viewing the impact of the program in light of its
contribution to the entire food impact policy of a country and
not solely in terms of its disincentive effect on one commod-
ity. 1If, as part of a larger reform program, it contributes to
an overall food import policy which provides appropriate incen-
tives in general, the net impact may be beneficial.

In two countries, Egypt and Peru, the PL 480 Title I pro-
gram affected the long-run development of the food processing,
storage, and distribution industries. As was mentioned above,
these industries in Egypt were transformed from an informal set
of small-scale, low-technology firms and traders to a very
modern, highly integrated system. Increasing employment and
building interindustry linkages were traded for improved dis-
tributional equity and, possibly, efficiency, given present
levels of total wheat imports. 1In Peru, the early PL 480 Title
I program in wheat contributed to a lack of incentive to fully
itegrate two regions of the country. (Only since the discov-
ery of o0il in the Amazon Basin has there been a sufficient
change in incentives to alter tranportation infrastructure in-
vestment decisions.) The importance of intra~-industry linkages
to long-run ecoromic development cannot be overemphasized.

When over 50 percent of all income in most poor countries is
spent on food, it is important to analyze the impact which the
importation of PL 480 Title I commodities has on the long-run
development of these linkages.

The PL 480 Title I program affected the nutritional status
and dietary patterns of the recipient countries' populations in
varying ways. In the case of Egypt, most of the population has
3,000 calories per day available from all food sources, up from
about 2,750 calories per person per day in 1977. The propor-
tion of the diet composed of wheat and related products has in-
creased over the last two decades, due in part to the continued
consumer subsidies placed on bread. 1In some parts of the popu-
lation, chronic diseases such as obesity and juvenile diabetes
are becoming more prevalent.

In the case of Bangladesh and, to a lesser extent Sri
Lanka, food aid has assisted in providing a floor on caloric
intake. While Bangiadesh has made progress in increasing food
grain production, it has a serious long-run problem in closing
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the gap between the present low levels of consumption and pro-
duction. Sri Lanka has made significant progress in increasing
rice production to the point of self-sufficiency; wheat im-
ported thrcocugh PL 480 Title I is generally used as a conveni-
ence food in urban areas. Thus, there is evidence of certain
changes in dietary patterns due to shifts in total costs (time
plus money) of consuming wheat relative to rice.

There was little specific impact evidence about the devel-
opmental use of local currency sales proceeds. With the excep-
tion of Peru, the other countries' self-help agreements were
very generally specified, wording was left unchanged for years,
and the funded activities could not be evaluated because of the
lack of specified objectives. Specific program focus was
available despite the general wording concerning rural and
agricultural objectives. Again, with the exception of Peru, it
was generally impossible to trace the use of local currency
sales proceeds once they were comingled with the general rev-
enue of each national government.

The program's impact on policy dialogue and change was
generally imperceptible, with the possible exception of
Bangladesh, where multiyear funding was sougat to improve food
security. This has facilitated changes in several important
agricultural policies, particularly regarding procurement
prices and the establishment of a mechanism (open-market sales)
to minimize consumer price fluctuations. The only other case
of policy change was noted in Jamaica where several donors, in-
cluding the IMF, coordinated their activities. Thus, without
consistent indications from donors of their policy preferences,
it is unlikely that significant policy change will be forthcom-
ing as a result of PL 480 Title I's contributions to improved
food security. The Egyptians are aware of the gap between
their food production and consumption, and have sought to guar-
antee a quantity rather than a monetary value for their Title I
wheat imports. However, given that the program employs mone-
tary values rather than quantities in determining commodity
shipments, PL 480 Title I's contribution to food security is
perceived as urreliable, particularly in programs of a modest
size, i.e., less than $20 million. Bangladesh has achieved a
greater measure of food security as a result of its Title III
multiyear commitment. However, its agreement is still denomi-
nated in dollars rather than in tonnage, which leaves it wvul-
nerable to international market price fluctuations.

IMPACTS ON THE UNITED STATES

The PL 480 Title I program has been used to develop and
maintain international marke*s for U.S. agriculture. It has
also been used to achieve certain U.S. foreign policy goals.
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With respect to the latter, the Camp David accords and the
Middle East peace process are in part guaranteed by PL 480
Title I wheat. The PL 480 Title I program to Sri Lanka was
maintained throughout the 1970s despite Sri Lanka's leftist
nonaligned position, in part the result of its proximity to the
Indian Ocean's shipping lanes (Japan's o0il). The United States
was also able to foster political change in Sri Lanka through
the elective process during the general elections in 1977. 1In
Peru and Jamaica too, PL 480 Title I contributed to stability
prior to the elections in 1978 and 1980, respectively. The
outcome of the two elections enhanced the geopolitical perspec-
tive of the United States. The foreign policy interests of the
United States were also enhanced by providing PL 480 Title I
and now Title III assistance to Bangladesh where improved do-
mestic food security contributed to greater political stabil-
ity.

In addition to PL 480 Title I's role in assisting in the
achievement of these foreign policy objectives, the program is
among the most flexible and quick dispersing of all forms of
support available to foreign policy advisors. Thus, it can
serve a useful function as a foreign policy carrot or stick.
One example of this usage in the case study countries occurred
during the implementation of the Titie I program in Jamaica,
when bilateral discussions were being held on the future of
U.S.-owned bauxite deposits there.

The country studies do not provide support for the view
that PL 480 Title I assists in the development or maintenance
of international markets for U.S. agriculture. The Sri Lanka
and Jamaica studies indicate that market development objectives
were virtually nonexistent during the planning and development
of these programs. Peru is trying tc achieve self-sufficiency
in rice and would like to shift its Title I commodity mix to
wheat. Fqypt buys 75 percent of its imported wheat on the
international market on competitive commercial terms. 1If the
U.S. providers cannot meet that competition when Egyptian bids
are out, the Egyptians buy elsewhere.

CONCLUSIONS

Several recurring themes emerged from the country studies.
First, all of the studies except that on Egypt concluded that
significant programming improvements and policy changes could
be forthcoming if the multiyear option of Title I or perhaps a
modified Title III were more heavily used. The experience of
Peru provides guidance about how sales proceeds can be effec-
tively programmed, particularly if forward funding and longer
planning horizons are considered. Bangladesh's experience
under Title III lends support to the arqument that significant
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rvo.iicy dialogues and resulting changes are possible, especially
if donors complement one another. The Jamaica experience rein-
forces the importarice of donor collaboration. Since the Title
I multiyear option has apparently not been used, particularly
in recent years, there is little evidence concerning what might
happen if it were applied. A little risk capital is probably
worth the cost.

Second, with the exception of Peru, the other country
studies were critical of the self-help agreements. These were
commonly too vague and not amenable to implementation or evalu-
ation. Recipient countries which have had long precgram his-
tories are resistant to reductiors in the flexibility they now
enjoy. An indicative rolling five-year planning exercise may
be one way to make progress in this potentially difficult area.
Peru can serve as a model.

Third., improved coordination between food and nonfood aid
donors, especially the IMF, can increase the likelihood that
desired policy changes will be put into effect and can also
minimize the many management problems confronting recipient
government officials in unloading, storing, processing, and
distributing the resource.

Finzlly, several basic knowledge gaps concerning the im-
pact of PL 480 were identified. These include, but are not
limited to, the need to provide more precise measurements of
the short- and long-run disincentive effects of PL 480 Title I
in large and marginal programs, and the more careful documenta-
tion of nutritional and dietary pattern impacts of food aid
programs, particularly Title I. Finally, the studies reinforce
the importance of continuous monitoring of AID programs through
evaluation studies such as those on which this paper is based.
AID can continue to learn much from its own experience.

b



I. INTRODUCTION

Since the enactment of the Food for Peace law in 1954,
over $z2 billion has been allocated to fund the purchase with
concessional financing of food and other agricultural commodi-
ties by Third World countries. 1In FY 1983, Congress funded the
program at $859 million, which represents about 30 percent of
the total U.S. bilaterzal assistance.

PI 480 authorized the use, with the agreement of the re-
cipient government, of foreign currencies earned from the sale
of U.S. agricultural commodities for several different pur-
poses: disposal of surplus U.S. agricultural commodities,
econcmic development of lesser developed countries (LDCs), U.S.
agricultural market development, payment of U.S. obligations,
international educational exchange, procurement of military
supplies, carrying out procgrams of U.S. Government agencies,
purchase of goods and services from other countries, and pur-
chase of strategic materials. Given this multiplicity of
objectives, it is understandable that many U.S. Government
agencies are involved in establishing policy for this prcgram
and its administration. Further, many private voluntary oraa-
nizations (PVOs) and foreign government agencies are involved
in the administration of the program. The Agency for nterna-
tional Development (AID), in conjunction with the U.S. Departwent
of Agriculture (USDA), has been given primary responsibility for
the day-to-day administration of the country-specific programs.
USDA is in charge of the agricultural sales and shipping from
the United States. AID, in coordination with the Department of
State, is responsible for negotiating the annual agreements
with recipient countries and for coordinating among the coun-
tries, Washington, and the various U.S. agencies that have
policy jurisdiction over the objectives of the Act. AID also
has been the agency responsible for monitoring programs toward
the objective of using the PL 480 resource for improving the
progress made toward socioeconomic development.

In 1979, AID initiated a special series of evaluation stu-
dies known as "Impact Evaluations."” These studies have become
an important mechanism to the agency for assessing development
progress. In July 1981, the senior staff of the agency re-
quested that such a series of studies be conducted by the Bu-
reau for Program and Policy Coordination's Office of Evaluation
on the Title I component of PL 480. This request is signifi-
cant because about 70 percent of the funds available for the
implementation of this Act are spent through Title I.

Since the early 1960s, the impact of Title I has been stu-
died by several scholars and other interested parties. These
studies have concluded that there are many potential, if not
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actual, effects of this program. To implement the above-
mentioned request from the agency's senior staff, the findings
of this extensive literature had to be summarized before the
scope of work for the envisioned country-specific case studies
could be developed. The "issues" paper by Drs. Edward Clay and
Hans Singer of the University of Sussex is a summary of the
literature and has provided the background necessary for devel-
oping a generic scope of work. /See Appendix A for the generic
scope of work used to guide the development of the country
studies.)

As in all impact evaluation sector studies, several crite-
ria were established for choosing the programs that would be
studied. 1In the case of the PL 480 Title I country studies,
four criteria were used: (1) geographic representativeness;

(2) broad diversity in size of programs, from large to small;
(3) uniqueness of programming, e.g., switching from Title I to
Title III, jointly adminicstered local currency sales proceeds
accounts, and experimental planning of self-help agreements;
and (4) diversity in socioeconomic conditions. These criteria
were met in the selection of Jamaica, Egypt, Sri Lanka, Peru,
and Bangladesh, where evaluations ultimately were conducted
with USAID Mission approval. The characteristics of each coun-
try's PL 480 Title I program and its socioeconomic conditions
are reported in subsequent sections.

All country case studies have now been completed and the
specific findings and conclusions of each are separately re-
ported. 1In addition, however, the Office of Evaluation has
found it useful to analyze comparatively the findings of coun-
try case studies and to distill common lessons learned for
improving the program design and implementation of future proj-
ect activities in each sector studied. That is what this paper
strives to do.

To accomplish these objectives, the analysis has been
organized into nine parts. Following this introduction, the
second section is a brief historical overview of PL 480 Title I.
The primary purpose of this review is to express the importance
of the evolving U.S. political context of the Act, which has
led over time to changes in the relative importance of its
multiple objectives.

The third section reviews the interagency administrative
structure for the PL 480 Title I program, which has evolved to
accommodate the multiple objectives and administrative require-
ments for program implementation. It also reviews the specif-
ics of the AID responsibility in negotiating agreements and
addressing the administrative responsibiljities of recipient
countries in program implementation.



The fourth section provides a brief comparative analysis
of the PL 480 Title I piogram in each of the five countries in
which impact evaluation studies were conducted. This section
also reviews trends in funding and country support provided
under Title I of the Act.

The fifth section presents the economic and social devel-
opment since 1960 of the five case study countr.es in compari-
son with the experience of all low- and middle-income countries.
This review provides the background for the sixth section of
the paper, which comparatively analyzes the macroeconomic and
distributional impacts of the PL 480 Title I program in the
five countries studied. 1In this section, the extent to which
balance of payments and structural readjustment are facilitated
via PL 480 Title I is highlighted.

The seventh section reviews the stucdies' findings on
microimpacts of PL 480 Title I on food production, nutrition,
dietary patterns, agricultural and other policies, and the use
of local currencies generated under PL 480 sales. Findings on
how to improve PL 480 Titl~ I programming with respect to the
above areas of impact are highlighted.

Given that the Act has other objectives which establish
the context of the above-described development impacts, section
eight reviews the studies' findings with respect to foreign
policy, food security, and agricultural market development.
Section nine concludes the paper with a summary of the country-
specific studies' findings and lessons learned.

ITI. A HISTORICAL ANALYSIS OF PL 480 TITLE I SINCE 1954

A. The Early Period up to 1959

During the 1940s, American agriculture rapidly expanded
its output, not only tc satisfy domestic requirements but also
to guarantee satisfactory food supplies for the European na-
tions which were engaged in the Second World War and later in
the rehabilitation necessary to restore domestic production,
including agriculture. An international agricultural commodity
and raw materials shortage also was triggered at the end of the
1940s and early 19508 with the Berlin blockade in 1948 and the
Korean War of 1950-1953. However, as the Korean War was wind-
ing down, exports of U.S. agricultural goods declined, world
prices fell, and reserve stocks increased. U.S. officials were



faced with an agricultural surplus and deciining U.S. export
earnings. A change in agricultural policy was in order.

During congressional floor debates over solutions to the
dilemma, the following concerns were repeatedly voiced: the
need to dispose of surplus commodities which were expensive to
store, ways to expand commercial export markets, and the desire
to help friendly nations stop the spread of Communism.

As enacted into law on July 10, 1954, PL 480 included
three titles. The Act authorized sale of U.S. farm commodities
for foreign currencies and donation of surplus goods for emer-
gency relief abroad and in the United States, and allowed for
the barter of agricultural commodities for strategic materials.
The Act restricted sales to "friendly nations,” but permitted
donations to needy people regardless of the friendliness of
their country's government. “"Friendly nation" was defined as
anv country other than the Soviet Union or any nation or area
controlled by the forces of the World Communist Movement.

Operation of the new Act began in 1955 with shipments to-
taling 3.4 million metric tons valued at $3,840,000 during that
year. Two years later shipments were valued at $1.% billion.
These exports that helped stabilize U.S. farm income throughout
the remaining 1950s.

U.S. political priorities during the enactment of PL 480
reflected the burgeoning assistance and ideological perspective
of the era. The Food for Peace program was perceived as a sool
to complement and buttress U.S. foreign assistance efforts.”

IMitchel B. Wallerstein, Food for War-Food for Peace--United
States Food Aid in a Global Context (Cambridge: MIT Press,

1980) 14 p-s.

2y.s. Congress, Senate Committee on Agriculture, Nutrition, and
Forestry, Subcommittee on Foreign Agriculture Policy, Food for
Peace, 1954-1978, Major Changes in Legislation, by Janice E.
Baker, Library of Congress, Congressional Research Service
(Washington, D.C.: lLibrary of Congress, January 4, 1979), p.2.

31bid., p.5.

43eanne E. Fink, "The U.S. Food Aid Program: The Rhetoric and
Reality of Multiple Objectives," report prepared for Vanderbilt
University coursework, Washington, D.C., February 21, 1977,
p.2, (typewritten).



The food def:icit nations were cffered a type cf resource
transfer via attractive financing terms on the purchase of U.S.
Title I commodities, which could also be used for developmental
purposes. In particular, the countries saved scarce foreign
exchange, which could be used for purposec other than importing
food. 1In addition, the local currency generated by the food
sales would assist in financing the countries' own programs de-
signed to improge economic development and would support U.S.-
sponsored uses.

B. The 1959 Amendments

In 1959, a new title was added to the Agricultural Trade
Development and Assistance Act. Title IV provided 10-year sup-
Fly contracts to friendly nations. The terms required dollar
repayment over a 20-year period at interest rates well below
commercial terms. Congress hoped this provision would open new
markets for commodities by permitting sales to nations unable
to qualify for barter or Title I local currency sales. In
addition, Congress anticipated that Title IV would reduce the
rate of_growth in the holding of local currency by the United
States.

It was at this time that PL 480 became known as the Food
for Peace program.

C. The Decade of the 1960s

Up to this point U.S. food aid policy had been primarily
focused on the ever—-increasing domestic agricultural surpiuvses,
with little or no thought toward the American response to glo-
bal food needs. American policymakers had not yet realized
that in addition to the simple aim of disposing of surplus U.S.
commodities, t9e commodities could serve as a powerful develop-
ment resource.

In 1961, President Kennedy was confronted with the largest
wheat and feed grains surplus in history. The resource poten-
tial of the surplus was finally recognized when Kennedy became

5Ibid., p.2.

6Baker, Food for Peace, 1954-1978, Major Changes in Legislation,
p.9.

7Wa11erstein, Food for War-Food for Peace, p.7.
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the farmer of & new foreign assistance policy in which PL 480
played an iwportant role. Tke new policies represented an actual
agenda: to expand demand for U.S. agricultural goods and to meet
the domestic and overseas responsibilities of §he United States
in the alleviation of hunger and malnutrition.

Kennady's policies of expanding demand and limiting pro-
duction were showing progress by the time of his death. During
this same period, commercial export sales and PL 480 assistance
programs were growing. PL 480 was slowly evolving to include
the objsctives of humanitarianism, development, and foreign
policy.

Promoting economic development in recipient ccuntries
through PL 480 became fgen more prevalent during President
Lyndon Johnson's term. In 1966, PL 480 was revised. None of
the Act's original goals was dropped, but further emphasis was
given to meeting the humanitarian food needs of developing
countries. The basic structure of the program was also revised
in this set of amendments. The focus of the program was re-
directed away from surplus disposal and toward planned export
production and humanitarian world food requirerents. The re-
vised Act called for a new Title I program. The sale of com-
modities for local currencies was stipulated to end by 1971
with all future sales to be repaid in U.S. dollars. The new
Title I required "self-help agreements" in every part of the
contract to facilitate improvements in recigient countries’'
agricultural practices and food production.

D. The 1970s

The 1970s were characterized by global economic turmoil.
Many discontinuities were created by the worldwide periodic
shortages of food, as in the Sahel region of Africa, and the
rapid increases in energy price= precipitated by the first OPEC
oil price increase in 1973.

As food reserves declined and commodity prices rose, food
aid shipments were reduced. The United States was hesitant to

8Walletstein, Food for War~-Food for Peace, p. 8.

91bid., p.8.
10rpig., p.o9.

11Baker, Food for Peace, 1954-1978, Major Changes in Legisla-
tion, p.15.




maintain, and particularly to increase, food aid levels whren
domestic food prices were increasing rapidly. Under President
Nixon, domestic agricultural policy was revised from the man-
agement of farm surpluses to the management of foud scarcity.
Nixon's policies were intended to raise the price of food and
make it a major foreign exchange earner to offset the biaance
of payments deficit and "rescuve the shaky U.S. dollar.” The
purchase of U.S. wheat by the Soviet Union placed unprecedented
demands on commercial agriculfgral exports and put U.S. food
aid in even greater jeopardy.

Comparing the food aid and trade figqures for 1972 and 1975
provides an indication of the magnitude of the problem facing
U.S. agriculture. 1In 1972, PL 480-financed agricultural ex-
ports were worth $1.1 billion, while commercial food exports
were valued at $6.9 billion; but in 1975, while PL 480~-financed
commodity exports remaired at the same level, commercial food
exports had nearly quadrupled to $21.8 billion. During this
period, available supplies of fggd commodities were insuffi-
cient to meet aggregate demand.

This drastic revision in agricultural policy has had seri-
ous implications for foreign trade, agriculture, the U.S. eco-
nomy, and diplomatic relations. It was at this juncture that
food aid assumed a lower status in terms of agricultural export
priority. Agricultural exports have increased 20 percent since
the policy was instated, with PL 480 exports declining during
the same period.

The Foreign Assistance Act of 1974 aygyain focused on and
strengthened the humanitarian aspects of the Food for Peace
program. Congressional members were apprehensive about the
predominance of foreign policy objectives, (including the mili-
tary presence in Vietnam) over humanitarian and development
goals of PL 480 programs.

These concerns were reflected in the 1974 revisions of the
Act. These revisions stipulated that not more than 30 percent
of concessional food aid be allotted to countries other than
those deemed by the United Nations as "most seriously affected"
by food shortages, unless the President proved to Congress that
the use of such aid was for humanitarian purposes.

12upo0d as a Weapon in Foreign Policy." Quoted in Jeanne E.
Fink, The U.S. Food Aid Program: the Rhetoric and Reality of
Multiple Objectives (Cambridge: Harris Gluckman, 1975), pP.2.

13wallerstein, Food for War-Food for Peace, p. 46.

141pi4., p. 47.



As passed in 1975, the Internaticnal Development and Food
Assistance Act contained three important provisiocns. The first
dealt with international disaster assistance and reaffirmed the
U.S. obligation to victims of natural and manmade disasters.
The second section reemphasized the U.S. food aid commitment to
needy nations by stipulating that 75 percent of ccncessional
sales under Title I be designated to the most needy nations
with per capita gross national products of $300 or less, re-
gardless of political policies, and not more than 25 percent to
countries above the $300 level (75/25 split). The Act guaran-—
teed that the quantity of agricultural commodities distributed
annually through the Food for Peace donation program be set at
$1.3 million tons; 1.0 million of the 1.3 million tons weig
pledged to voluntary agencies and the World Food Program.

The bill also authorized poor nations to use locally generated
currency from concessional food sales to provide incentives to
small farmers by facilitating the acquisition of farm equip-
ment, exparding the availability of credit, and improving mar-
keting facilities, and to provide access for the rural poor to
a nutritious food supply. The third section of the resolution
established that the main emphasis of all development aid would
be on improving agriculture, rural development, nutrition,
population planning, and human resource development.

The Senate amendment called for an increase in aid concen-
tration in countries making maximum efforts towards implement-
ing land reforms, increasing food production, reducing infant
mortality, and implementing population control programs. 1In
addition, the House version of the bill prohibited aid to gov-
ernments engaging iTGgross violations of internationally recog-
nized human rights.

E. 1977 Amendments

The Food for Peace program was shaped by the 1977 Interna-
tional Development and Food Assistance Act of 1977. The 95th
Congress operated in a context that was much changed from the
early 1970s. Food commodity stockpiles again were growing due
to bountiful harvests throughout the world. Foreign policy
concerns dealt with human rights. U.S. aid was to be increas-
ingly allocated to the development of the poorer nations.

Finally, programs were being designed to meet basic human
needs.

15Baker, Food for Peace, 1954-1978, Major Changes in Legisla-
tion, p. 27.

161bi4., p.28.
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G. Title III

Tane Food for Cevelopment Program's (Title III) overall
goal is to increase the access of the poor in the recipient
country to a growing and improving food supply.

To be eligible for a Title III program a cocuntry must
(1) need external resources %o improve its food production,
marketing, distribution, and storage systems; (2) meet the per
capita income criterion (a maximum of $730 in 1982) necessary
to qualify for development loans from the International Devel-
opment Association of the International Bank for Reconstruction
and Development (IRBD); (3) be able to use effectively the re-
sources made available by the resale of the food commodities;
(4) indicate a willingness to take measures to improve its food
production, marketing, distribution, and storage systems.

The funds that accrue from the local sale cf the U.S.
commodities, or the dollar sales value of the commodities them-
selves, will then be applied against the repayment cbligation

of the recipient government receiving this concessinnal financ-
ing.

Two types of documents must be prepared by Title I and
Title III recipient countries. The first is a multiyear
proposal describing the size and nature of the Food for Devel-
opment Program that the recipient government proposes to
undertake. The proposal must include the value or amount of
commodities to be financed, as well as an outline for its use,
or the funds generated by the local resale of those commodi-
ties. The proposal must specify the nature and magnitude of
problems to be affected by the program; identify in gquantita-
tive terms (as much as possible) the targets or goals of the
program; and explain how the Title III assistance will be inte-
grated into the country's overall development plans, as well as
complement other bilateral and multilateral development assis-
tance. The second document requires that Title III recipient
countries issue an annual report on the activities and progress
achieved under the program to date.

ITI. AN INTRODUCTION TO THE INTERAGENCY ADMINISTRATION OF
TITLE I

Seven agencies share in the task of implementing PL 480:
the Agency for International Development (AID), the Department
of State, the Department of Agriculture (USDA), the Office of
Management and Budget (OMB), the Department of the Treasury,
the Department of Commerce, and the National Security Council
(NSC). Each of the agencies is represented on the working
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group of the Fcod Aid Subcommittee of the Development Coordina-
tion Committee (DCC/FL), which serves as the PL 480 coordinat-
ing committee. Food aid decisions are reached by a DCC/FA
consensus (see Figure l).

Today's political environment, burea:icratic constraints,
constituency groups, and cuirent political trends Gdictate pri-
orities for the PL 480 cdecisionmakers. This makes decision by
consensus a complex, sometimes difficult process. Each agency
brings to the table a unique perception of the appropriate
basis for allocation decisions. At the same time, the commit-
tee members are aware that the most difficult decisions will
involve compromise.

AID's participation is influenced by its role as the im-
P2lementor of the U.S. foreign economic development assistance
2rogram. AID's priorities for program allocations tend to be
primarily determined by how technical and programming aspects
of food aid assistance can aid the importing country to achieve
economic growth. As noted above, however, AID's viewpoint
toward a program also must consider foreign policy and market
development/commodity objectives. Once allocations are deter-
mined, AID is responsible for securing interagency clearance of
the agreement negotiating instructions and transmitting them to
the field.

The Department of State's participation is influenced by
foreign policy and strategic objectives. Individual Title I
country program allocations are cconsidered in conjunction with
other forms of U.S. economic and military assistance to develop
an appropriate overall level of U.S. assistance to meet our ob-
jectives. The Stute Department is responsible for consulting
with other food-exporting countries regarding proposed food aid
programs so as not to disrupt normal commercial sales.

The development of internatinnal markets and the promotion
of agricultural exports abroad are goals of USDA. Although
total PL 480 commodity exports are a small percentage of total
U.S. agricultural exports, for certain commodities PL 480
exports are very important. The concept of assisting our do-
mestic farm situation by exporting commodities enjcys strong
corgressicnal support. Thus, USDA considers itszlf a major
actor in the interagency decisionmaking process. USDA is re-
sponsible for determining commodity availability and drafting
agreement negotiating instructions as well as administering the
financing, purchasing, and shipping of the commodities.

OMB has a unique role in the committee, being an egual
with regard to allocation decisions, yet exercising final ap-
proval of the administration's program-level budget requests.
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FPigure 1. PL 480 Program Planning Process
Office of
USDA the President IDCA/AID State
Establishment
of the

[

budget "mark"

Budget submission
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culture programs

Budget sub-~
mission for
development

assistance
programs

3

Budget sub-
mission for
international
account

Interagency (DCC/FA) consultations

1

USDA, State and IDCA/AID submit
their budgets to the President

The President reviews
the budget submissions
and returns them for
revision and printing

Budgets are revised by USDA, State, and IDCA/
AID in consultation with other agencies per
President's instructions, and sent to Congress

1

Ls?ngressional authorization and/or appropriations

1

Initial allocation takle prepared by USDA
in consultation with other DCC/FA members

i

Start of the Fiscal Year:

October 1-September 30

Lawrence D. Fuell, The PL 480 (Food for Peace} Program:

Titles I/III Terms

and Conditions; Planning and Implementation Procedures (Washington, D.C.:

USDA/FAS/EC, April 1982 bDraft), p. 10.
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Treasury's criteria for program allocation will be influ-
enced by the impact of the credit provided under PL 480 on both
the importing country's ecoromic conditions and needs and on
the U.S. Treasury. Both OMB and Treasury clear agreemen: nego-
tiating instructions.

IV. PL 480 TITLE I IN THE CASE STUDY COUNTRIES

The five countries in which case studies were conducted
provide an illustrative cross-section of PL 480 Title I pro-
grams presently in operation. Table 1 and Figure 2 present
some country-specific program information. For example, all
the countries have had a PL 480 Title I program for at least 10
years of the rearly 3C years of its existence. All the coun-
tries except Bangladesh have experienced at least 1 year of
program interruption since the initiation of the program.
However, all ccuntries have had an annual program for at least
5 consecutive years. Peru and Egypt both had programs in the
late 1950s and early 1960s that were termirated (for different
reasons) and then renewed again in the 1970s. (See the trends
on annual programming under PL 480 Title I in Figure 2.)

The size of the programs, in terms of dollar allocations
in FY 1981, vary greatly from between $17 and $20 million to
cver $250 million (Egypt). On a per capita basis the FY 1981
allocations varied across these five countries as follows:

Bangladesh $0.57
Egypt 6.66
Jamaica 7.77
Peru 1.15
Sri Lanka 1.24

The total amount allocated to PL 480 Title I in these countries
in FY 1981 amounted to over $370 million, or one-third of the
total Title I program in that year.

The total Title I resource flow over all program years
since 1954, expressed in dollar amounts (unadjusted for infla-
tion) for the five countries shows that Egypt has clearly re-
ceived the largest amount. The combined PL 480 Title I sum for
the five countries over all program years is nearly $3.65 bil-
lion, or more than 10 percent of the total PL 480 prog.am ex-
penditures.
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Table 1. Characteristics of the PL 480 Title I Program
in Case Study Countries
Numbe of Program Size of
{ears Program Total Resource Commodity Mix
Since 1954 FY 1981 Flow Since 1954
Country (through FY 1981) ($ million) ($ million) Primary Others
Bangladesh1 9, Annual Since $50.5 $753.590 Wheat & Rice, Fats
1973 Flour & Oils
Minor
Egypt 18, Annual Since 265.0 2,481.247 Wheat & Feed grain,
1974 Flour Fats & 0Oils,
Tobacco
Jamaica 8, Annual Since 17.1 63.850 Feed Wheat &
1975 Grains Flour, Fats
& Oils
Minor
Peru 10, Annual Since 20.0 118.305 Rice Wheat &
1978 Flour, Fats
& Oils
Minor
Sri Lanka 19, Anrual Since 18.2 282.400 Wheat & Rice, Feed
1978 Flour Grains

lpxcludes any food aid received while part of Pakistan prior to independence in 1972.
Prior to Prima Mill construction in 1980.

Source:

(Wa:-‘ngton, D.C.:

USDA, PL 480 Concessional Sales

_Agreements S;gggd Through 31 December 1981,

USDA/FAS, March 1982), p.l.
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Wheat and wheat flour represent the most important com-
modities sold via the Title I program. Rice, other feed grains
such as corn, and fats and oils constitute the other principal
commodities supplied.

Figure 2 presents the fluctuations in PL 480 Title I pro-
gramming for the five countries since 1954. To some extent,
the significant fluctuations in the size of annual programming
are related to expected poor domestic fcod harvests in recipi-
ent countries, e.g., 1975, 1976, and 1978 in Sri Lanka and 1975
in Bangligesh, despite the procyclical arguments made about the
program. The size of Egypt's program generally reflects the
U.S. political commitment to Middle East peace and stability.

V. A COMPARATIVE ANALYSIS OF THE SOCIQOECONOMIC DEVELOPMENT OF
THE CASE STUDY COUNTRIES

Each PL 480 recipient courtry is undergoing a process of
development. This section rev:. ews the trends in the develop-
ment process of the five count:ies since 1960, comparing them
with the experience of all low-~ and middle-~income countries.
This review provides further background contextual information
to use in assessing the development impact of PL 480 Title I
assistance.

A. Macroeconomic, Demographic, and Social Indicators

Table 2 presents data on selected macroeconomic, demo-
graphic, and social indicators of development progress for the
five countries in which PL 480 Title I impact evaluation stu-
dies were conductéd--Bangladesh, Sri Lanka, Egypt, Peru, and
Jamaica--and for low- and middle-income countries. The macro-
economic indicator, GNP per capita, suggests that the five
countries have had a lower GNP per capita than those in all
low- and/or middle-income countries. In addition, with the
exception of Sri Lanka, they have had a lower rate of economic
growth than the average recorded for all low- and middle-income
countries. (Review the data presented in Rows 1 and 2, Table 2.)
Egypt was the only other country whose economic growth approxi-
mated the average for all middle-income countries. Bangladesh
is one of the most impoverished countries in the world, with a

185¢e Edward Clay and Hans Singer, Food Aid and Development:
The Impacts and Effectiveness of Bilateral PL 480 Title I-Type
Assistance, AID Program Evaluation, Discussion Paper No. 15
(Washington, D.C.: AID, December 1982).
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Table 2. Macroeconomic, Demographic, and Social Indicators
for the Five Countries Studied and for All Low- and
Middle-Income Countries, 1980

All Low- All Middle-
Sri Income Income
Bangladesh Lanka Countries BEgypt Peru Jamaica Countries

Macroeconomic
1. GNP per capita
1980 dollars 130 270 260 580 930 1,040 1,400

2. Average Annual
Rate of Growth
in GNP per capita,
1960-1980 0 2.4 1.2 3.4 1.1 0.6 3.8

Demographic
3. Population (millions)

mid-1980s 88.5 12.7 2,160.9 39.8 17.4 2.2 1,138.8

4. Pop. Growth Rate
1960-1970 2.4
1970-1980 2.6

5. Total Pertility
Rate, 1980 6.0 3.6 4.2 4.9

6. Percentage
Urban Pop. 1980 11 27 17 45 67 41 45

NN
.
N ®

n
«
(]
w
)
AV
L 3
.
(- -]

Social-PQLI
7. Life Expectancy

Years, 1980 46 66 57 57 58 71 60

8. Adult Literacy
(1977) 26 85 50 44 80 90 65

9. Pop. Percentage
With Access to
Safe Water (1975) 53 20 31 66 48 86 50

10. Per Capita
Caloric Supply

(1977) Nal

2,126 2,238 2,760 2,274 2,660 2,561

1Bangladesh is the only low- or middle-income country for which the World Bank and
FAO do not estimate per capita caloric supply availability. In the 1981 World
Development Report, the World Bank estimated 1977 per capita caloric supplies to be
2,100. The Bangladesh Country Study reports an average daily caloric intake figure
which is 20 percent below this estimate. Blaine Richardson et al., Bangladesh:
Food Aid: PL 480 Title I and Title III Impact Bvaluation (wWwashington, D.C. AID,
March 1983), p. 20. See page 176, Table 22, World Development Report, 1981,

Source: World Bank, World Development Report, 1982 (Wwashington, D.C.: World Bank)
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per capita income of about $140 (1980 dollars); its rate of per
capita income growth has stagnated over the last two decades.
The country only begiB to demonstrate significant positive
performance in 1976. Jamaica and Peru are also representa-
tive of many middle-income developing countries that have been
plagued by a poor economic climate in recent years, with a low
rate of per capita economic growth recorded since 1960. 1In
both countries, per capita incomes have actually declined
(using official exchange raiss) in recent years, particularly
if inflation is considered.

Demographic data show that the five countries together
compose about 5 percent of the total population in low- and
middle-income countries. The rate of growth in population
varies from a high of 2.6 percent for both Bangladesh and Peru
during the 1970-i1980 decade, to a low of 1.6 percent in Sri
Lanka and 1.5 percent in Jamaica. The total fertility rates in
Bangladesh and Peru also are above the average recorded for
their respective income groups and reflect the underlying fer-
tility and mortality structure in those societies. Bangladesh
is the only significantly rural country of the five countries
studied, whereas Peru and Sri Lanka have become urbanized to a
creater extent than the average for their respective income
groups.

Social and quality of life indicators show that Jamaica
and Sri Lanka generally record values significantly above the
average for their respective income groups. Both record life
expectancy figures approximating those recorded in high-income
industrialized countries. The adult literacy fiqures for both
countries are also significantly above the averages recorded
for all countries in each income group. It is significant to
note that the high life expectancy figures for both countries
were recorded along with (a) modest, average food availabili-
ties, as measured by the per capita supply of calories; and
(b) a low %fvel of safe water supply access, for example, in
Sri Lanka.

19Richardson et al., Bangladesh: Food Aid, p. 3.

20Compare figures for Jamaica and Peru obtaine.’ from Table 1 in
the 1981 and 1982 World Development Reports of the World Bank.

211¢ will bpe important to continually monitor Sri Lanka's so-
cial indicators as the new "liberal" economic policy continues
and previous concerns for social equity and social programs are
changed. Jamaica also will merit watching on similar grounds.
Particularly sensitive measures to monitor are infant mortality
on an income-group-specific basis and primary school enrollment
rates.
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Only Bangladesh has social and quality of life indicators
reflecting significant deprivation. 1Its indicators are on a
par with many sub-Saharan African countries where life expec-
tancy in 1979 was 46 years, adult literacy in 1976 was 25 per-
cent, the percentage of the population with access to safe
water in 1975 was 24 percent, and daily per capits caloric
supply in 1977 was slightly below 2,100 calories.<4?

While income distribution data must be treated with cau-
tion gge to incomplete reporting and definitional discrepan-
cies, available data on the distribution of income for the
five countries under review are presented in Table 3. The dJdata
generally confirm the notion that middle-income countries tend
to hav§4more skewed income distributions than low-income coun-
tries. The data also support the view that when countries
have tended to consistently discriminate against small-scale
aqricultural development, as in the case of Peru despitssland
reform, the distribution of income remains very skewed.

Finally, the data indicate that there was a significant
shift in the distribution of income in Sri Lanka between 1970
and 1978/1979. Apparently, most of this shift is related to
the economic liberalization program, which was initiated in
1977 after the elections of that same year. Most signifi-
cantly, the government eliminated price controls on all items
except bread and pharmaceuticals. In addition, the liberaliza-
tion program significantly altered entitlement to the health

22Compare these figures with those shown for Bangladesh in

Table 2. Only for safe water supply availability is Bangladesh's
record significantly better. See Annex Tables to the World Bank,
Accelerated Development in Sub-Saharan Africa: An Agenda for
Action (Washington, D.C.: World Bank, 1981).

23For a discussion of these data problems, see S. Jain, Size
Distribution of Income: A Compilation of Income (Washington,
D.C.: World Bank, 1975).

24gee Felix Parkert, "Income Distribution at Different Levels
of Development: A Survey of Evidence," International Labor Re-
view, 108, 2/3 (August/September 1972) pp. 97-127. See also a
more complete study of these patterns by Hollis Chenery et al.,
ed., Redistribution with Growth (London: Oxford University
Press, 1974).

25See James Kocher, Rural Development, Income Distribution and
Fertility Decline (New York: Population Council, 1973).
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Table 3. Income Distribution: Percentage Share of Household Incomel

(by percentile groups of households)

Bangladesh Sri Lanka Egypt Peru Jamaica
Category 1973/1974 1969/1970  1978/1979 1975 1972 1958
Lowest 20% 6.9 7.5 3.8 5.1 1.9 2.2
Second
Quintile 11.3 11.7 8.4 9.7 5.1 6.0
Third
Quintile 15.1 15.7 13.2 NA 11.0 10.8
Fourth
Quintile 23.5 21.7 20.4 NA 21.0 19.5
Hijhest 20% 42.2 43.4 54.3 49.2 61.0 61.5
Highest 10% 27.4 28.2 39.0 NA 42.9 NA
Highest 5% NA NA NA 22.0 NA 30.2

lTbese data should be treated with caution.

Sources: Bangladesh, Sri Lanka 1969/1970, and Peru: World Bank, World Development

Report, 1982, Table 25, pp. 158 and 159.

Sri Lanka 1978/1979: wWorld Bank, Document No. 3901-CE, p. 159.

Bgypt: AID, All Data Currently Available on Egypt, 1982, derived from

IBRD sources.

Jamajica: Pelix Paukert, "Income Distribution at Different Levels of

Development: A Survey of the Evidence," International Labor Review 108,

2-3 (Auqust-September, 1973), pp. 97-126, and Table 6, p. 115.
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and nutrition programs initiallg launched by the Sri Lanka
Government during World War II. 6

B. Trends in the Economic Structure of Production

Table 4 presents data that show the changing structure of
economic production which has occurred since 1960 in the five
countries studied. The pattern depicted in the table for each
country shows that the shift from agriculture to industry and
services is consistent with the pattern for the other low- and
middle-income countries.

The Bangladesh economy remains more agriculturally based
than any of the other countries studied and has not undergone
the transition that has occurred in the other lcw-income coun-
tries. On the other hand, during the same pe:iod the indus-
trial sector of the country nearly doubled its share from 7 to
13 percent from 1960 to 1980. In addition, during the decade
of the 1970s, the rate of industry growth accelerated to 9.5
per year, which was unusual in comparison to the experience of
other low- and middle-income countries and the other countries
studied over the same period (see Row 5, Table 4).

The only other country whose structural trensformation
warrants comment is Peru, where the share of production from
agriculture has declined precipitously from 18 percent of GDP
in 1960 to 8 percent in 1980. This change is due largely to a
significant decline in the fishing industry and stagnant aqgri-
cultural growth throughout the 197052 a period when the country
experienced a change in land tenure.

Besides the changes in the structure of production that
have occurred over the two-decade period since 1960 in the
countries studied, it is also instructive to review the data
presented in the lower portion of Table 4, which show a general
decline in the rate of economic growth during the 1970s in
comparison with the 1960s (see Row 4). The decline is particu-
larly noticeable in the rates of growth for the industrial sec-
tor which was adversely affected by the decade's two large oil

26gee Appendixes C, D, and E of David Steinberg et al., Sri
Lanka: The Impact of PL 480 Title I Food Assistance, AID Proj-
ect Impact Evaluation No. 39 (Washington, D.C.: AID, October
1982).

27See Linn Hammergren et al., The Impact of PL 480, Title I in
Peru: Food Aid as an Effective Development Resource, AID Project
Impact Evaluation (Washington, D.C.: AID, 1983).




Table 4. Changes 1in the Economic Structure of Production, 1960-1980

All Low- All Middle-
Income Income
Bangladesh Sri Lanka Countries! Egypt Peru Jamaica Countries
Item 1960 1980 1960 1980 1960 1980 1960 1980 1960 1980 1960 1980 1960 1980
i+ Agriculture as % of GDP 58 54 32 28 50 36 30 23 18 8 10 8 24 15
2. Incustry as 7 of GDP 7 13 20 30 18 35 24 35 33 45 36 37 30 40
3. Services as % of GDP 35 33 48 42 32 29 46 42 49 47 54 55 46 45

Years: 60-70 70-80 60-70 70-80 60-70 70-80 60~70 70-80 60-70 7U-80 60-70 70-80 60-70 70-80

|
N
N

|

4. Rate of Growth
in GDP 3.7 3.9 406 4.1 404 406 4.3 7.4 4.9 3-0 4-4 _lnl 5.9 506

5. Rate of Growth
in Agriculture 2.7 2.2 3.0 2.8 2.2 2.2 2.9 2.7 307 0 105 0.7 3'5 209

6. Rate of Growth
in Industry 8.0 9.5 6.6 4.0 7.0 3.6 S.4 6.8 5.0 3.7 4.8 -3.5 7.4 6.6

7. Rate of Growth
in Services 4.2 4.9 4,6 4.8 4.2 405 4-7 ll.O 5-3 305 4-7 001 504 5»9

1Includes China and India.

Source: World Bank, World Development Report, 1982, Annex Tables 2 and 3.
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price increases and resulting dislocations. The most signifi-
cant economic decline occurred in Jamaica, which experienced a
negative rate of growth over the decade.

Finally, it is instructive to compare the country- and
decade-specific rates of growth in the agricultural sector
(Row 5, Table 4). 1In all cases, growth in agricultural produc-
tion declined during the 1970s relative to the 1960s, with
Jamaica and Peru recording significant declines. 1In the case
of Perv, the production stagnation was spread across both food
and nonfood items, whereas in Jamaica the domestic production
of food expanded at over 5 percent per year during the 1970s,
in comparison with a decline in the production of export-
oriented crops. In those countries where food production did
not grow as rapidly as population, e.g., Egypt, Peru, and pos-
sibly Bangladesh (particularly in the early half of the 1970s),
it is not particularly surprising that increasing food imports
would result in the maintenance of food supplies.

C. The Structure of the Labor Force

Table 5 presents data that show the changing structure of
economic production; comparable sectoral data show changes in
the structure of the labor force over the same 1%260-19€0 pe-
riod. While both the country-specific and the grouped data
show the continuing decline in the share of the labor force in
the agricultural sector over the two-decade period, which is
consistent with the decline in agriculture's share of produc-
tion, there are several other important relationships to be
noted.

First, the share of labor in agriculture is greater than
agriculture's share in SDP. Second, for most countries the ra-
tio of these shares has tended to decline since 1960. The ex~
ceptions, Bangladesh and Jamaica, tend to reflect changes in
the domestic political environment in each country, e.g., Bang-
ladesh obtaining independence from Pakistan, and Jamaica having
a "leftist"-leaning government during the 1970s. Third, the
changes over time in the ratio “f the sectoral share of GDP to
the sectoral share of the labor force reflect at least two eco-
nomic forces: (1) changes in labor productivity, and (2) changes
in the structure of sectoral production.

In addition to these findings, the data specific to the
industrial sector are of interest. These figures show that the
share of production from the industrial sector relative to the
share of the labor force in the industrial sector has increased
in low-income countries during the 1960-1980 period (1.80 to
2.33), whereas this ratio has declined in the middle-income



Table 5. Changes in the Structure of the Labor Force, 1960 and 1980

All Low- All Middle-
Income Income
Bangladesh Sri Lanka Countries Eqypt Peru Jamaica Countries
Item 1960 1980 1960 1980 1960 1980 1960 1980 1960 1980 1960 1980 1960 1980
I. Distribution cf
Labor Force
l. Percent of Labor
Force in Agriculture 87 74 56 54 77 71 58 50 52 40 39 21 61 44
2. Percent of Labor
Force in Industry 3 11 14 14 10 15 12 30 20 19 25 25 15 22
3. Percent of Labor
Force in Services 10 15 30 32 14 15 30 20 28 41 36 54 24 34
II. Ratios of Production
to Labor Force (LF)
1. 3 Ag of GDP 0.67 0.73 0.57 0.52 0.65 0,51 0.52 0.46 0.35 0,20 0,26 0.38 0.39 0,34
% LF in Avg
2, > Ind of GDP 2,33 1.18 1.43 2.14 1.80 2.33 2.00 1.77 1.65 2.37 1.44 1.48 2,00 1.82
$ LF in Ind
3, 2 Serv of GDP 3.50 2,20 1.60 1.31 2,29 1.93 1.53 2.10 1.75 1.15 1.50 1.02 1.97 1,32

% LF in Serv

—vz-

Source: World Bank, World Development Report, 1982, Annex Table 19.
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countries (2.00 to 1.82) {(see Row II.2, Table 5). Among the
five countries studied, Bangladesh and Peru show trends counter
to those just indicated. Bangladesh shows a significant fall
in the ratio of GDP from industrial production to the percen-
tage of the labor force in industry, which likely reflects a
significant migration of the labor force into small-scale in-
dustrial production activities. The opposite is true in Peru,
where the share of labor engaged in industrial production fell
over the two-decade period despite an increase in the indus-
trial sector's share of GDP of over 35 percent during the same
period. The increased concentration of industrial production
in large-scale, urban-based units undoubtedly contributed to
this increase.

Finally, the reduction in ratio of service production, as
a percentage of GDP, to the share of the labor force in ser-
vices provides further evidence to support many microeconomic
studies which show that small-scale retail service activities
are continually used by new gural immigrants as the point of
entry into urban economies. 2 The only country among the five
countries studied where this trend did not occur was Egypt,
where the rate of growth in industrial production was high
enough to absorb large numbers of workers entering the labor
force during the 1970s.

D. The Structure of Demand

The data presented in Table 6 highlight several important
issues related to the impact of PL 480 Title I. First, with
the exception of Sri Lanka (for reasons related to the 1977
elections), for all the countries studied the group trends show
that government or public consumption as a share cof total de-
mand has increased over the two-decade period. This tendency
is more marked among the middle- rather than low-income coun-
tries. Jamaica represents an extreme case. To the extent that
public consumption substitutes for investment, future economic
growth is reduced.

Second, in the three countries where the investment share
has increased over the two-decade period, i.e., Bangladesh,
Sri Lanka, and Egypt, and for all low- and middle-income coun-
tries, economic growth rates have remained relatively high and
stable over the two-decade period (recall Row 4, Table 4).

28por an elaboration of this point specifically to Africa, see
Derek Byerlee, "Rural-Urban Migration in Africa; Theory, Policy
and Research Implications," International Migration Review, 8,
(1974), pp. 543-66.




Table 6. Changes in the Structure of Demand, 1960 and 1980
All Low- All Middle-
Income Income
Bangladesh Sri Lanka Countries Egypt Peru Jamaica Countries
Item 1960 1980 1960 1980 1960 1980 1960 1980 1960 1980 1960 1980 1960 1980
% Distribution of GDP
l. Consumption
a. Private 86 91 78 78 79 68 71 65 64 68 67 67 70 64
b. Public 6 7 13 8 8 11 17 19 9 13 7 21 11 14
2. Gross Domestic
Investment 7 17 14 36 19 25 13 31 25 16 30 16 20 27
3. Gross Domestic
Savings 8 2 9 14 17 22 12 16 27 19 26 12 19 25
4. Exports of Goods
and Nonfactor
Services 10 8 44 31 7 9 20 32 20 24 34 50 16 25
5. Resource Balance 1 -15 -5 =22 -2 -3 -1 -15 2 3 -4 -4 -1 -2

Source:

World Bank, World

Development Report, 1982.

WPes

_gz_



-27-

However, where the investment share has declined, e.g., Peru
and Jamaica, economic growth has declined significantly; thus,
the provision of incentives to maintain or increase investment
share remains an important goal of economic policy.

Third, to maintain or increase investment, either domestic
savings must increase or net inflows of international resources
must rise. PL 480 Title I represents but one of the options
available in the latter case. The donestic savi.gs share in-
creased in only two countries under study, Sri Lanka (since
1977) and Egypt. However, in all countries except Peru, net
resource flows reflect the increased deficit in domestic saving
relative to investment. To maintain government programs (and
fund their recurrent costs), private consumption, and invest-
ment for future growth, the domestic supply of resources must
be augmented from external sources. Thus, the importance of
resource transfers, in part in the form of PL 480 Title I,
cannot be underestimated. Resource inflows have been signifi-
cant in Egypt and Bangladesh and have become more so recently
in Sri Lanka. It is puzzling to find that Peru is a net re-
source exporter when such a large proportion of the rural popu-
lation remains so poor and when income distribution is so
skewed.

E. Sources of Central Government Revenues

Since development programs, including PL 480 Title I,
often have government budget implications, particularly with
respect to revenue, it 53 instructive to review the structure
of government revenues. The data presented in Table 7 show
significant variation in the structure of taxes from one coun-
try to another. For example, there is substantial variation
across the five countries in the extent to which the countries
rely on import and export duties, from a high of 50 percent in
Sri Lanka to a low of 4 percent in Jamaica, even though both
countries have highly open economies where exports constitute
around 40 percent of GDP (see Row 4, Table 6). Table 7 also
reflects variations in the structure of resource ownership,
such as government ownership of certain producing units which
provide revenue to the government via profits or surpluses
(e.g., in Egypt), rather than by the taxing of such profits
(e.g., Peru).

290ften "policy dialogues®™ become mired in disagreements about
how the government can overcome the structural constraints on
revenue.
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Table 7. Sources of Central Government Revenue as a Percentage of
Total Revenue for Selected Years, 1977-1980l

Bangladesh Sri Lanka Egypt Peru Jamaica
Revenue Source 1978 1980 1979 1980 1977

l. Individual

Income Tax 9.17 2.81 4.43 1.63 17.45
2. Corporate Income/

Profit Tax 0.91 12.70 9.00 24.60 8.19
3. Social Security

Contribution - - 11.62 - 4.51
4. Taxes on Property 1.96 0.45 1.52 5.58 3.41
5. Sales Taxes,

T ldfe 187 1eml06R7VEa 1 0g3:  roonusdfetdmseroamorrrssBRsaId 3 c a -
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Several other variations in government tax structure war-
rant comment. First, irdividual iccome taxes vary from a low
cf 1.6 percent of central government revenue in Peru to nearly
17.5 percent in Jamaica. At the same time, corporate income
and profits have a similar degree of variation, from 1 percent
in Bangladesh to nearly 25 percent in Peru. Social security
taxes exist only in Egypt and Jamaica. Finally, sales taxes
vary from zero in Egypt to about 28 percent of all receipts in
Peru.

F. International Trade, Reserves, and Public Finances

Food aid commonly is included in a donor aid vackage when
a country is experiencing balance of payments currant account
deficits, internal inflaticn, and structural readjustments
designed in pcit to igprove domestic food supp’ies in food-
importing countries. Table 8 presents coun’ry-specific
trends in international trade current account balances, inter-
national reserves. and government budget deficits (one indi-
catiun of potentini internal inflation) for one to two decades
prior to 1980. These data provide some indication of the rela-
tive gravity of these problems and thus guidance as to whether
they provide a rationale for receipt of food-aid support via
Title I.

With the exception of Peru, the other four countries had
increased their deficits on current account over the 1970s (see
Table 8, Row 1). The two most impoverished countries, Bangladesh
and Sri Lanka, suffered the greatest reduction in their terms
of trade (over 50 percent) over the two decades since 1960 and
had limited prospects of reversing their export earnings by al-
tering their export commodity mix or tapping previously unex-
ploite:d mineral or energy resources. Their capacity to expand
imports is constrained by foreign exchange holdings, which
equal about 1.5 months at current import levels. On the basis
of this indicator, Jamaica also faces a significant constraint
of only 0.7 import months of foreign exchange holdings (1980
data).

One way to relieve the current account deficits and to
expand the resources available for investment purposes is to
obtain resources from external sources in the form of aid or
private loans. However, most external loans eventually must be
repaid at some positive rate of interest. Thus, an additional
consideration is the extent to which export earnings must go to
repay outstanding loans or to their servicing, rather than to

3°C1ay and Singer, Food Aid and Development, pp. 24 and 27.




Table 8. Trends in International Trade, International Reserves, and Public Finances, 1960,
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1970 and 1980

All Low- All mMiddle~
Inccse Income
Bangladesh Sri Lanka Countries Eqypt Peru Jamajica Countries
Item 1970 1980 1970 1980 1970 1980 1970 1980 1970 1980 1970 1980 1970 1980
l. Current Account
Balance, Before
P Interest Payments
on External Public
Debt, in § Million ~60 =755 ~-59 ~664 - - =154 -~489 240 618 ~153 ~-174 - -
2., Debt Service as
Percentage of
a. GNP - 0.7 2.0 2.0 1.1 l.1 4.1 6.9 2.1 8.1 1.1 7.9 1.6 2.9
b. Exports of Goods
and Services - 5.6 10.3 6.0 13.8 9.2 28.7 18.9 11.6 31.3 2.5 1l2.8 9.9 13.0
Year: 1960 1980 1960 1980 196G 1980 1960 1980 1960 1980 1960 1980 1960 1980
3, Terms of Trade 201 84 203 93 111 89 92 79 89 87 8s 83 100 94
Percentage Change -58.2 -54.2 -19.8 -14.1 ~2.2 -2.4 -6.0
Year: 1970 1980 1970 1980 1970 1980 1970 1980 1970 1980 1970 1980 1970 1980
4, Flow of External
Capital, in § Million
a. Net from Public
Sources - 557 34 247 - - 55 1,736 47 277 9 118 - -
b. Net Private
Investment - - ~0 43 - - - 541 -70 70 l6l -l2 -~ -
S. Gross Int'l Reserves
In Months of Coverage - 1.4 - 1.5 - 5.3 - 3.0 - 6.9 - 0.7 - 4.1
6. Gov't Budget (Deficit)/
Surplus as t of Total
Expense & Lending
Minus Repayments 24.6 -43.1 - -29.5 =3.7 -40.4 -
(Year) {1978) (1980) - (1979) (1980) (1977) -
Sources: IMP, Government Finance Statistics Yearbook, 1982; World Bank, World Development Report, 1982.
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importing new goods and services for investment or consumption.
Table 8 Row 2 indicates the degrze of country "indebtedness,"
showing that low-income countr’es have reduced their indebted-
ness over the 1970s, whereas m.ddle-income countries have become
more indebted. Certainly, Jamaica, Peru, and Egypt all face
increasingly heavy, debt-servicing burdens, and Jamaica has had
to undergo significant refinancing of its debt portfolio to
maintain financial solvency. 1Its international reserves cover-
age reflects the seriousness of the situation as does the fact
that there was a $12 million net outflow of private investment
resources (the only country of the five under §iudy with such an
outward flow in private investment resources).

Finally, the data on the size of the government deficits
(=) or surplus (Table 8, Row 6) provide one indication of the
extent to which inflation pressures may exist. Except for
Bangladesh and, to a lesser extent, Peru, the other three coun-
tries are running significant government deficits whi:h can
exacerbate domestic inflation since governments often finance
the deficits by expanding the domestic money supply. Some
development programs that rely on recurrent expenditures by
government can be jeopardized when govsﬁnments attempt to re-
duce the deficit and reduce inflation.

In summary, the use of food aid as one component of an ex-
ternal assistance package is warranted on balance of payments
grounds in at least four of the five countries, with Peru being
the possible exception. Given the lack of agricultural growth
during the 1970s, however, it is conceivable to justify food
assistance to Peru to minimize inflation in the principal wage
good, i.e., food, and use the recycled currency to rebuild the
country's agricultural sector, given appropriate price and
other agricultural policies.

On the basis of this comparative review of the five coun-
tries' economic and social progress during the 1960-1980 pe-~
riod, the socioeconomic context in which the set of PL 480
Title I impact evaluati' s was conducted varies considerably.
Many of the differences in developmental impact are due to one
or more factors reviewed in this section.

31the time structure of the debt, i.e., the proportion of
short- to long-term debt, the structure of interest rates, and
other factors assist in describing the full degree of financial
stringency. These data are availapble from IMF sources if rele-
vant to the decision.

325¢e Jerry Wolgin, AID Recurrent Cost: Policy Paper (Washing-
ton, D.C.: AID, 1982), for a more complete treatment of the
implications of this and related issues.
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VI. A COMPARATIVE ANALYSIS OF MACRODEVELOPMENTAL IMPACTS OF
PL 480 TITLE I

In the paper's next three sections (VI, VII, VIII), the
multiple impacts of PL 480 Title I on recipient countries and
U.S. objectives are comparatively presented. All country study
teams found that the impacts of this program extended beyond
the development goals of AID's programming. These "extra-
developmental impacts" are reviewed comparatively in Section
VIII of this paper. In this and the next section, the devel-
opmental impacts are analyzed. They are divided into two sec-
tions, primarily for convenience of presentation. 1In this
first section, the analysis reviews the country-specific find-
ings on PL 480 Title I's impact on (a) macroeconomic perfor-
mance, particularly in terms of overcoming foreign exchange and
balance of payments constraints, and (b) the egquitable avail-
ability of food supplies.

A. Balance of Payments and Macroeconomic Performance

All five country studies reported that the PL 480 Title I
program had contributed to balance of payments support (see
Table 9). In Peru, the program financed about 15 percent of
all food imports during the 1978-1981 period. It was also a
factor in enabling the country to refinance its external debt
with a longer maturity than it would have otherwise received.
In Bangladesh, it was even more significant. Between 1976 and
1981, PL 480 was financing about 45 percent of all food im-
ports, and other donor food aid financed the remaining amount.

In Egypt and Jamaica, the program also was linked to im-
proved macroeconomic performance. In Egypt, the program pro-
vided significant foreign exchange support to Egypt during the
periods when economic growth rates over the last 30 years were
the highest. In Jamaica, the program became part of a coordi-
nated donor effort, which included the IMF, to promote struc-
tural adjustment. This effort briefly contributed to economic
ctabilization in the late 1970s. At the same time, the country
also significantly increased its foreign debt. Also, the coun-
try study team concluded that, at least during the period under
analysis (1975-1980), little progre§§ was made to improve the
structure of production and demand.

33For a more complete analysis of this issue, see Appendix H by
Michael Crosswell, in Barry Sidman et al., Jamaica: The Impact
and Effectiveness of the PL 480 Title I Program, AID Impact Eva-

luation Report (Washington, D.C.: AID, 1983).



Table 9. Macroeconomic Performance, Balance of Payments Support, and Related Impacts

Country Macroeccnomic Performance Balance of Payments Other Impacta

Bangladesh The impressive economic growth rate in the second half of In most years since independence, food aid has met the
the 1970s (1976-1981) of 4.7 percent was largely attri- import requirements for food. The U.S., assistance is
butabie to the vast inflows of foreign aid., During the provided on about a §5-percent grant basis. In FY 1981
period from 71/72 to 75/76 food aid comprised 41 percent food grain imports totaled about 1.1 miliion tons.
of all aid provided. Between i976 and 1981 food aid
compr ised about 26 percent of aid provided, with the U.S.
contributing about 44 percent of all food aid.

Bgypt High levels of food aid are positively associated with Contributes to current account BOP support. However, the Contributed to a government
periods of high levels of economic growth. Confounding country would be as well off, from a foreign exchange policy to subsidize bread
chis association is the fact that periods of low growth point of view, if it had received a direct monetary allo- prices,
have been when wars or other political disturbances have cation equaling 35 percent of the market value of the
existed, grain,

Jamaica 1. Pood aid was a part of a donor package, with IMP Primarily contributed to availabiiity of foreign ex-

participation, designed to promote structural adjuat- change. Therefore imports could be expanded.
ment. Over the period of analysis the adjustment was
not forthcoming due to (a) ineffective import ration-
ing, (b) inefficient import-substlitution industries
which remained protected, and (c) government inabil-
ity to prevent wage and price increases.
2. Did contribute to short-run stabilization in late
19708, but not to a restructuring; thus, foreign
exchange holdings fell and foreign debt incressed.
Peru Pound little assoclation between measures of food aid and l. Contributed to the improved foreign exchange position Very little association be-
macroeconomic performance. of country between 1977 and 1981 by about 5 percent, tween government expenditure
and total imports and €ood
2. Financed ah~nt 15 percent of all food imports. ald.
3. Contributed to Peru's obtaining extended external
debt financing with longer maturity.
8ri Lanka No analytical linkage found to macroindicators of food aid a significant part of foreign assistance, but 1. Government support to food

per formance.

Title I was not a particularly reliable source of asais-
tance. It was more isportant in periods prior to 1978.
Penalized by UMR.

subsidy program diminishea
after 1978 from 24 to 12
percent of government
expenditures.

2. MAgriculturai production a
major priority sector for
inveatment.

Source: PL 480 Title I Impact Rvaluations: Individual Country Reports.

-£E~
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In Egypt and Sri Lanka, the program was linked to govern-
ment policies of subsidizing food prices. After the 1977
elections in Sri Lanka, the policy dialogue between the new
government and a coordinated donor community led to a reformu-
lation of the food subsidy program, from a ration to a food
stamp system. A significant reduction in government outlays
was facilitated by the coordinated tone behind all donor sup-
port, including that provided via PL 480 Title I (see Table 9).

An issue of concern raised by the Clay-Singer raview 4 was
the potentially adverse impact the PL 480 Title I progrém might
have on agricultural progress, since a country, via the usual
marketing requirements (UMR) of a PL 480 orogram, would lose
the balance of payments support it would have otherwise re-
ceived and, thus, there would be a disincentive to countries to
pursue vigorous agricultural development programs. Since none
of the countries studied has reported significant production
increases in the commodities imported via PL 480 Title I as-
sistance, the potential for this disincentive to affect the
decisionmaking in these countries is nonexistent. However, if
the PL 480 Title I program in Sri Lanka consisted primarily of
rice, a problem could exist, given the significant rice produc-
tion increases that have occurred since the mid-1970s. The
rate of adjustment of UMRs is critical if this problem is to be
avoided.

B. Distributional Equity

Table 10 summarizes the distributional impacts of the
PL 480 1itle I programs in the five countries studied. The
findings suggest that in two of tne five countries, Egypt and
Sri Lanka, either the government (as in the case of Egypt) or
the marketplace (by virtue of food tastes and preferences and
individual household time and income constraints, as in the
case of Sri Lanka), has tended to shift the direct principal
beneficiaries of the program to the poorest segments of the
population. In the case of Egypt, the country has developed a
modern wheat importing, storage, milling, and distribution
system which widely distributes subsidized wheat flour. This
efficient system has tended to eliminate small-scale traders,
millers, and bakeries. On the other hand, it was found that
the ¢ 'stribution of wheat is more equitable than the distribu-
tion of income in Egypt.

34Clay and Singer, Food Aid and Development, pp. 26-27.

s
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Table 10. Distributional Equity of PL 480 Title I

Food Aid

Country

Impact

Bangladesh

Egypt

Jamaica

Peru

Sri I anka

Total food availability has improved in country,
especially since 1975. The Open Market Sales program
(OMS) is designed to minimize the fluctuations in

food grain prices over the crop year. Early evidence
suggests that where fully implemented, fluctuations
have declined. The coverage of the ration system,
designed to supplement food availability to the rural
poor, appears to be declining in more recent years.
The size of the subsidy embodied in the ration system
has also declined from 25 percent of the free market
price in 1979 to 10 percent in 1983. Other modified
ration programs are operating to provide for the

needs of those rot covered under other programs.
However, the program is the last to receive its allot-
ment, is under the control of village union council
chairmen, and much of this rice is reportedly diverted
to the open market.

The government via the Ministry of Supply has devel-
oped a distribution system which provides for a rela-
tively equitable distribution of wheat throughout the
country. In 1980, the most disadvantaged 40 percent
received 30 percent of the wheat, and the most ad-
vantaged 10 percent received only 15 percent of the
wheat. Urban dwellers, primarily in Alexandria, tend
to receive more than rural dwellers, but this differ-
ential is partially offset by unreported rural pro-
duction.

The distributional aspects of the program were not
addressed. At least 50 percent of the program re-
sources are used to manufacture chicken feed for
three large chicken producers. More affluent urban
dwellers are the primary consumers of these chickens.

Total caloric consumption is similar in urban and
rural areas. However, dietary composition is not.
Rice is consumed almost entirely in urban areas. PL
480 Title I rice is privately consumed by the more
affluent urban dweller.

The primary beneficiary of the imported whe:zt and/or
wheat flour is the urban working poor. The more
affluent urban dweller and the rural dweller primar-
ily consume domestically produced rice.

Source: The five country impact evaluation studies.
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In Bangladesh, food availability to the poor, particularly
in rural areas, has been improved through increased domestic
production, reduced price fluctuations via the open market
sales program, and several food ration programs through which
food prices are subsidized. Nevertheless, considerable defi-
ciencies remain.

In the case of the other two countries, Jamaica and Peru,
the direct beneficiaries of the program have tended to be the
more affluent segments of the population. The primary benefi-
ciaries in the Jamaica program are (a) those who obtained im-
port licenses and thus could use the foreign exchange obtained
via the program and (b) the three commercial producers of
chickens on the island. The country study did not provide evi-
dence about diet composition of different segments of Jamaica's
population, but if the diets of similarly situated countries
provide any guidance, the more affluent urban dwellers and
tourists represent the primary market for the chickens. 1In
Peru, the direct beneficiaries are primarily affluent urban
dwellers who can pay the higher prices for the higher quality
rice imported via PL 480 Title I.

In both the Peru and Jamaica cases, it may be said that by
expanding the supply of food available to the more affluent,
the poor also benefit by having a larger supply of domestic
foodstuffs available. However, since dietary patterns vary by
income, it is unclear if domestic food supply response is as
large as it would otherwise be.

VII. OTHER MICROECONOMIC AND DEVELOPMENT IMPACTS

In this section, the evidence from the country case stud-
ies are comparatively reviewed with respect to PL 480 Title I's
impact on (a) agricultural production disincentives; (b) the
development of the local storage, milling, and baking indus-
tries; (c) nutritional status; (d) dietary patterns; (e) gov-
ernment expenditures for developmental purposes, e.g., the use
of local currency sales proceeds; and (f) government policy
with respect to agricultural development. This analysis high-
lights those underlying factors revealed in the country studies
that contribute to the impact ascribed to the PL 480 Title I

program.
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A. The Production Disincentive Impact

As authors sugy as Gordon,35 Clay and Singer,36 and
Isenman and Singer have commented in recent years, the po-
tential if not actual production disincentive impacts of food
aid have received a disproportionate share of attention. They
contend that the multiplicity of other potential, if not actual,
positive effects of a PL 480 Title I-type program have been
overlooked. This set of country studies conducted on the PL 480
Title I program, in part, has attempted to rectify the dispro-
portionate attention given to the production disincentive is-
sues. Nevertheless, it remains an important practical as well
as theoretical issue in the field of development since the net
benefits accruing from a food-aid program rest partially on
minimizing such an impact, if indeed it exists. It also re-
m.ins an important issue because of its potential long-run
consequences on agricultural development, and thus the entire
economic development of affected countries, via the distribu-
tion of long-run investment decisions across sectors. Presum-
ably, with appropriate agricultural price, research, marketing,
storage and other policigs, agricultural development objectives
need not be undermined. The issue is to what extent are such
complementary policies programmed and implemented, and the
desired positive results in food and cash crop production and
distributional equity considerations obtained, so that dis-
incentive impacts may be overcome.

As with most unresolved issues, the empirical findings in
the country studies are mixed with respect tc a production dis-
incentive impact of the PL 480 Title I program. For ease of
review, the country-specific findings are summarized in Table 11.

These findings tend to support the following points. Firet,
the study teams generally concluded that PL 480 Title I con-
tributed directly or indirectly to a disincentive to the local
production of one or several food crops.

35Gordon o. Nelson, "Macroeconomic Dimensions of Food Aid,"
pp. 31-48, in Gordon Nelson et al., Food Aid and Development,
(New York: Agricultural Development Council, 1981).

36C1ay and Singer, Food Aid and Development, pp. 29-32.

37pau1 Isenman and Hans Singer, "Food Aid: Disincentive
Effects and Their Policy Implications,” Economic Development
and Cultural Change, 25, 2 (January 1977), pp. 205-237.

381bid., p. 240



Table 11.

PL 480 Title I Impact on Domestic Production

Country

Direct Impact

Indirect EBffects

Other Comments

Princlpal
PL 480 Title I
Commoadity

Principal
bomestically
Produced Food Crop

Bangladesh

Jamaica

No direct disincentive effect
reported. Title 111 program
has facilitated policy change
to guarantee production
incentives to producers,
particularly those who adapt
high-yielding variety technol-
ogy. Food production has
increased.

A clear dlsincentive effect is
demonstrated by data. A low
domestic producer price oc-
curred in years when PL 480
Title I wheat was available
and vice versa, when PL 480
was unavajlable.

At one level of analysis the
issue of direct disincentive
effects of food aid on domes-
tic production does not arise
when PL 480 does not augment
the import of food, However,
corn-specific production data
indicate a decline in produc-
tion after the intrnduction of
the PL 480 Title I program.

High-yielding varieties have
been increasingly adopted.

Wheat is now primarily grown
to produce straw for brick
making, floor covering, and
animal fodder in summer.

Food imports dropped by 55
percent after 1975, providing
a sharp stimulus to domestic
food production, which in-
creased by 5 percent per year
over the 1976-1980 period.

3.

2.

ll

Increased food security in
the short run via multi-
year Title IIi-enhanced
potential for policy
changes necessary for
expanded domestic produc-
tion.

Price incentives prior to
introduction of Title III
were not discussed.

Government procurement of
food grains strengthens
the minimum price guaran-
teed to farmers.

PL 480 Title I program has
been very large. Pres-
ently it is the largest
and still comprises 25
percent of wheat imports.

Consuaption has been
heavily subsidized. It is
estimated that consumption
of wheat-related calories
has increased 24 percent
from 1978 to 1982.

N0 specific food produc-
tion or price data are
reported in the study.
Aggregate food production
data are presented in
Appendix H of Jamaica
Impact Evaluation Report.

Wheat

Wheat

Corn
Wheat (minor)

Rice and wheat

Wheat

Yams8, coco,
cassava, eatc.

..85:_



Table 11, PL 480 Title I Impact on Domestic Production (cont.)
Principal Principal
PL 480 Title I Domestically
Country Direct Impact Indirect Effects Other Comments Commcdity Produced Food Crop
Peru The data indicate a disincen- The long-run development of 1, Wheat is single largest Wheat Wheat, Corn,
Period I tive effect on domestic wheat wheat production or research import of country. Market Potatoes, etc.
1955-1964 production. Team concluded to increase wheat production development and mainte-~
that the possibility of dis- has not occurred. Transport nance objective of PL 480
incentive effect existed in investments to stimulate has been very successful.
part due to Title I wheat internal wheat trade have also
imports. bean minimal.
Period II Changes in rice production in t, Team repcrted that pro- Rice Rice, Wheat, Corn
1978~ the country tend to lag behind ducer price of rice was
Present producer price changes by not raised during the
about 1 year. Team concluded first years of the drought;
that PL 480 Title I program only after IMF negotiating
does not have a measurable began in 1980 were pro-
impact. ducer prices increased.
IMF wanted to reduce long-
run foreign exchange
drains via food imports.
Sri Lanka No clear, direct disincentive The dowestic production of . Title I program has con- Wheat Rice
effect observed on rice pro- coarse grains, e.g., sorghum tributed to the govern-
duction. and finger millet, which in- ment's food ration subsidy
creased rapidly in the sarly program, particularly
19708, was likely adversely through the early 1970s
affected by the increasing until it was changed in
availability of PL 480 Title I 1978,
wheat which was provided on a
subsidized basis to consumers 2. Bread has become the
via the government ration and convenience food in the
now the food stamp programs. country.
3. The poor benefit most
given tastes and prefer-
ences for rice.
Sources: Country-specific reports.

_68_
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In Peru, the study team concluded that the PL 480 program,
which has included rice since 1978, did not have a measurable
disincentive impact. The evidence of a significant disincen-
tive impact certainly was not discernible. At the same time,
it would have been useful for the team to have conducted a
careful analysis of the trends in the production of rice and
other crops grown in the costa (coastal) area, taking into
consideration feasible cropping pattern choices, changes in
relative prices between crops that potentially can be grown on
rice land in drought and nondrought years, crop yields (taking
into consideration the drought of the early 1980s), relative
labor time input requirements, and the importance of policy
changes leveraged by external donor agencies, =2.g9., the IMF.
Such an analysis would have provided a more in-depth under-
standing of the domestic production disircentive effect and
would facilitate improved programming of thke PL 480 resource.

While the evidence in Peru regarding a disincentive effect
on domestic rice production was inconclusive, the team., after
reviewing the evidence from the earlier period (1955-1964)

PL 480 program in wheat, concluded that the PL 480 program d4did
contribute to a "possible disincentive effect" on local wheat
production. The trends in domestic procurement prices, produc-
tion, and imports of wheat also suggest that the 1978 PL 480
wheat procurement continued to reinforce the earlier disincen-
tive impact. (See also the section above on the impact on the
food distribution system for additional factors affecting do-
mestic wheat production.)

Sri Lanka provides an excellent example of a PL 480 pro-
gram in which the primary commodity imported--wheat--was not a
direct substitute. for the local staple food produced--rice. 1In
that country, there was no direct disincentive effect observed
for rice production. However, the possibility of a disincen-
tive effect was observed in the mid-1970s for local production
of sorghum and finger millet due in part to the increased
availability of PL 480 Title I wheat. Thus, while a direct
production disincentive was not observed for rice, the substi-
tution from locally produced, unsubsidized coarse grains to a
subsidized imported commodity--wheat--led to the gradual de-
cline in the production of such commod’ties. This impact was
further attenuated by the fact that the subsidized wheat was
included in the Sri Lankan food ration (subsidy) program
through 1977, and in the food stamp program subsequent to that
time, whereas these domestically produced grains were not in-
cluded. Thus, the impact of altering relative consumer prices
via a subsidy program in favor of the imported commodity (wheat
in the case of Sri Lauka) on the long-run production of certain
domestically available commodities cannot be overlooked.

After reviewing annual wheat procurement price and produc-
tion data in conjunction with the availability of PL 480 Title I
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wheat and the timing of government policy toward changes in wheat
procurement prices, the Egypt study team concluded that there
is strong evidence that a production disincentive effect has
occurred. Since the size of the program was large, such an
impact is not unexpected. Further, this finding does rot ad-
dress the issue of whether Egypt would necessarily be better
off from a comparative advantage perspective if more wheat were
grown domestically, particvlarly given the recent agricultural
research advances, which have the ggtential to increase wheat
production by at least 50 percent. Of more importance for
the future is determining what are the beneficial effects of
the program and to what extent the disincentive effect can be
ameliorated.

For Jamaica, the study team argued that PL 480 Title I
essentially contributed to increased availability of foreign
exchange rather than to increased imports of food. Thus, the
team concluded that there was no perceived issue of direct
disincentive effects to agricultural production through in-
creased imports of food resulting from PL 480 Title I. The
study went on to investigate the important issue of disincen-
tives posed by Jamaica's overall food import policies. Compar-
ing the 1971-1975 and 1976-1980 periods, average annual food
imports declined from $140 million to $64 million (constant
1974 U.S. dollars). The trend rate of growth in food produc-
tion was 0.5 percent per year over the firsx period, and 5
percent per year over the 1976-1980 period. 0" on the basis of
these data, the study asserts that food import policy in Jamaica
during the latter half of the 1970s provides a compelling example
Of the incentive effects of reduced food imports.

The study does not present disaggregated data on produc-
tion and prices of individual commodities to substantiate this
conclusion. However, unpublished reports by the IMF, IBRD, and
the AID mission all attest to the stimulus to domestic agricul-
ture provided by reduced imports during the latter half of the
1970s. While the above-reported utimulus to domestic agricul-
tural production is undoubtedly true, analysis of the commodity-
specific production impact of PL 480 Title I reveals a signifi-
cant decline of about 50 percent in domestic corn production

39Such results have peen obtained since 1981 in large-scale
field trials. 1Ironically, this research has been funded by re-
cycled currencies generated from sales of PL 480 Title I wheat.
See Richard Blue et al. PL 480 Title I: The Egyptian Case, AID
Impact Evaluation (Washington, D.C.: AID, 1983).

405a5ed on IBRD data for production of domestic agriculture.
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between the initiation%l of the PL 480 Title I program in 1975
and 1980, the last year for which data are available. Thus,
while the general effect of reducing food imports into Jamaica
had the general domestic production effect reported above, the
commodity-specific evidence differs from the general trend. It
is entirely speculative to conclude on present evidence that
the country is better or worse off due to a decline in domestic
corn production.

In the case of Bangladesh, the team reported that the
PL 480 program's most direct impact on food grain production
has been to alter government policy on producer prices such
that an incentive support pri. - has been established and main-
tained throughout the year. By providing the incentive price,
the government has encouraged adoption of the technology sur-
rounding the high-yielding varieties of wheat and rice. This
incentive price, in conjunction with a gowernment procurement
program, has enabled the adopting farmer to receive a "fair"
rate of return on the investment. It must be noted that the
above-defined policy changes occurred after the shift from a
Title I to a Title III program, which guaranteed a modicum of
food security over several years to the government. That the
government has procured an ever-increasing share of domesti-
cally produced food grains since 1975 has provided further
guarantees to farmers that the floor incentive price will be
maintained.

Since domestic prices on average would have undoubtedly
gone higher, it is difficult to say whether the same or greater
domestic food production would have occurred in Bangladesh
without the additional food grain support obtained via PL 480
and related donor programs, particularly since food security is
vital to internal and possibly external political stability.
Thus, while there is evidence to suggest that there is a posi-
tively slopig supply curve for both major food grains in
Bangladesh, such that domestic food grain production has
increased@ during periods of higher prices, holding other fac-
tors constant, the shift to the Title III program contributed

4lgee Table 7.1, p. 225, IBRD, Jamaica Economic Memorandum,
1981 (Washington, D.C., World Bank, 198l1). To more conclu-
sively determine the full effect of PL 480 Title I imports of
corn on the decline in domestic corn production, commercial
corn import data, farmgate procurement price data for corn and
other potentially substitutable commodities, and data on
changes in c¢onsumption patterns are required.

42g5¢e the evidence presented by Gordon Nelson in Chapter 3, The

Impact of Food Aid on The Bangladesh Economy, Ph.D. Disserta-
tion in Progress.

F
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to the long-run development of domestic food production by
contributing to the policy changes which coccurred to facilitate
the rate of adoption of high-yielding varieties of wheat and
rice.

Second, the direct disincentive effect on a specific,
locally produced food is often more easily discernible than
indirect substitution effects. In Sri Lanka, if the imported
PL 480 wheat had not been distributed via the government's food
ration program and coarse grains had been, the indirect effect
would not have been observed.

Third, in Egypt, the disincentive effect could potentially
be ameliorated by not only increasing domestic procurement
prices such that the increased yields obtained from PL 480-
financed agricultural research could be realized but also by
the government altering its policy of nonprocurement from local
sources. Because the government has found ready supplies
available for import, often on an attractive price basis, it
sees no reason for altering its procurement policy. If wheat
production increased, construction price increases also could
be contained since wheat straw is used in bricks and floor
coverings.

Finally, as discussed above and illustrated by the Jamaica
program, it is important to understand the impact of a PL 480
program in light of its contribution to the entire food import
policy of the country. In Jamaica, the PL 480 Title I program
was tied to a structural adjustment policy reform program,
which led to a significant reduction in food imports and thus
created a positive environment for local food production. It
is small consolation to find that PL 480 had no disincentive
effects but that food import policies in the aggregate posed a
severe disincentive to agricultural production. Similarly, if
PL 480 increases imports of food and tends to depress domestic
prices of specific commodities and thus reduce their production
while also contributing to an overall food import policy pro-
viding appropriate incentives in general, the net impact may be
beneficial.

B. Impact on the Food Distribution, Storage, Milling, and
Baking Industries

While not all country studies addressed this issue, the
evidence from Egypt and Peru should be considered. 1In Egypt,
before the first major PL 480 Title I period, after the 1958
Suez crisis and before the 1967 War, when over 80 percent of
all imported wheat was obtained via PL 480 Title I, the govern-
ment procured wheat from local producers. It was distributed,
stored, milled, and baked via many small-scale, owner-operated
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firms--local private sector industry. After that, the govern-
ment established public corporations or agencies to import,
store, distribute (via rail, barge, or truck), mill, and bake
the increasing import share of wheat consumption, particularly
that share consumed in urban areas. Increasingly, the govern-
ment controlled wheat prices, e.g., the transport prices, the
input prices to mills, the output price to mills, and baking
margins on ali wheat products. Today the government's distri-
bution system is the sole marketer of wheat, 75 percent of
which is imported. There are eight large flour mills, three or
four primary storage points, and relatively few bakeries, with
many sma11e£3cities and towns not having more than one per
urban area. The employment and income distribution effects
of such a shift in the industrial production of food is ob-
viously substantial.

In Peru, a slightly similar story can be recounted. The
primary wheat-growing areas in the country are in the sierra
and the north-south mountain valleys, whereas the principal
markets for surplus wheat production have increasingly been in
the coastal urban areas, particularly Lima. The wheat-milling
industry has developed along the coast, particularly in Lima,
since the early 1900s. By 1940 it had developed into a highly
concentrated industry (three main firms) with excess installed
capacity and strong ties to major importers. Thus, it is not
surprising that little investment of recycled currencies was
made during the first PL 480 Title I period (1955-1964) to f(a)
improve transport from the sierra to the costa, (b) expand
storage facilities for domestic production, or (c) improve
wheat yields via agricultural research. It was less costly to
the government to develop and regulate a set of institutions
oriented to the storage, distribution, milling, and baking of
imported wheat than to obtain larger surpluses from domestic
producers, particularly when a significant share of the im-
ported wheat was obtained at a subsidized price via PL 480
Title I. The dovelopment of infrastructural linkages between
geographical regions of the ccuntry even today lags behind
"other priorities."™ Only recent o0il discoveries in the Amazon
basin have started to chance the situation.

The long-run implications for the structures of a food in-
dustry based on imported versus locally produced inputs, con-
trolled or regulated by government, is obviously pervasive. In
1958, A. O. Hirshman analyzed the developmental importance of

434aro14 Alderman et al., Eqypt's Food Subsidy and Rationing
System: A Description, IFPRI No. 34 (Washington, D.C., IFPRI,
October 1982).
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the expansion of backward- and forward-linked industries.44 as
was mentioned in an earlier section, when an important industry
such as food processing, storage, and distribution is gradually
uncoupled from the agricultural sector as in Egypt, Peru, and
probably Jamaica, these backward and forward development link-
ages do not grow. Since over 50 percent of all income in most
poor countries is spent on food, the potential development
linkage represented by that demand to the agricultural sector
is increasingly threatened, in part due to PL 480 Title I im-
ports.

C. Impact on Nutritional Status

Table 12 summarizes the country-specific findings concern-
ing the impact of PL 480 Title I on nutritional status to the
extent that the studies reported them. These findings are sum-
marized according to impact on (a) food distribution (also dis-
cussed above in Section VI); (b) overall per capita caloric
intake; (c) child nutritional status; (d) infant mortality;

(e) geographic variations in nutritional status; and (f) gen-
eral conclusions.

As Table 12 shows, Egypt appears to be achieving its nu-
tritional and food distribution goals. 1Its population has had
an increasingly ample supply of wheat and wheat products easily
available to all. As of early 1982, the people had over 3,000
calorias per person per day available to them from all food
sources. This average has continuously increased in recent
years frcm about 2,750 calories in 1977 (see Table 2). The
distribution of food is relatively equitable throughout the
country, although the rural south has received less on average
than other areas. Alexandria and other urban centers in the
delta were more favored.

For Sri Lanka, the distribution of food through 1977 was
generally equitable, largely because of the food-ration system.
Underconsumption was concentrated among the urban poor and the
rural landless or near landless. These rural people tend to be
located in the poorer, northeastern dry zones and among the tea
estate workers in the highlands. The actual per capita, daily
caloric supply generally has remained stable around the low
level of 2,100 calories. It is doubtful that the recently
implemented food stamp program has maintained relatively equit-
able food consumption in the face of rapid inflation and in-
creasingly inequitable income distribution (see Table 3).

44p1bert 0. Hirshman, The Strategy of Eccnomic Development (New
Haven, Connecticut: Yale University IPress, 1958).




Table 12.

PL 480 Title I Impact on . .tritlon S8tatus

Country

Gereral

Food Distribution

Totai
Caloric intake

Nutrition of
Children

Infant Moctality

Nutritional Gtatus
Acrose Geographlc
Areas

Conclusions

Banglades

Egypt

Jamaica

Peru

Sri Lanka

h A large pa.t of
population is under-
nourished or mal-
nourished. Avaii-
able evidence
suggests nutri-
tional status of
poor has worsened
in past 18 years.

Government fulfill-
ing goal of wheat
bread requirements.

No information is
avajilable from
country study.

Many serious nutri-
tional deficien-
clies.

Underconsumption
serjous problem for
certain groups:
urban poor, rural
landless, and near
landless laborers.

Country has many pro-
grams to provide food
to all, including sev-
eral food-ratlon pro-
grams, Food for Work,
open market sales to
ainimize price fluctu-
ations, etc., Stlll
there are many who
remsain deprived, in
large part due to the
extreme poverty of the
country.

Food distribution {s
guite equitable. Most
disadvantaged (40 per-
cent of population)
receive 30 percent of
wheat.

No information is
available from country
study.

Programs probably not
consistently reaching
those mos® in need.

General food distribu-
tion is equitable,
particularly under ra-
tions program. PL 480
Title I is consumed
primarily by urban
poor.

fAural poor food con-
sumption was on aver-~
age 20 percent below
internationally ac-
cepted dajly minimum
standards.

Over 3,000 per capita
per annum.

No information ia
available from country
study. See

Table 2,

No information is
avajlable fros country
study. See Table 2.

No information is
available from country
study. See Table 2.

From 1975/1976 survey,
about 75 percent chron-
ically undernourished,
12 percent of children
below age 12 are acu-
tely as well as chron-
ically undernourished.
The 2-3 year olds show
the greatest propor-
tion of acute and
chronic undernourish-
ment (24.5 percent).

1-5 percent severely
malnour ished. More
than 3 percent are
overweight.

No information is
avallable from country
study.

Up to 5 percent mal-
nour ished or under-
nour ished.

Some evidence support-
ing slightly improved
atatus. 1976 - 35
percent chronically
malnour ished. 1980 -
27 percent.

Approximates about 160
per 1,000 live births.
About 20 percent of
children do not live
beyond the age of 5.
Many caaes of infant
and child death are
related to malnutri-
tion.

When disruption of
wheat, for any reason,
infant mortality rate
increased in subse-
quent year. (Study
Hoda Rashad, 1981.)

No information is
available from country
atudy.

1976 - Deaths of chil-
dren under 5 accounted
for nearly i1/2 of all
mortality--primarily
attributed to malnu-
trition and poor sani-
tatlon.

37 per 1,000 live
births.

Nutrition status tends
to be better in cities
but stili low.

Most favocable in
Alexandria, small
cities, large vil-
lages. Least favor-
able in rural areae,
especially in south.

No information ia
available from country
study.

Generally poorer in
rural areas than in
citiee,

Poor In dty zones
(north and eastern re-
glons) and the high-
lands (estate work-
ers).,

A dismaying (lniding of
the 1975/1976 survey
is that every family
owning less than three
acres (83 percent of
the population) was
deficlent in the in-
take of calories,
calcium, and vitamins
A, B2, and C. Food
producticn trends
since the survey,
however, have been
encouraging, and tig-
ures from the 198i/
1982 aurvey should
show some improve-
ments. Since food aid
provides a large share
of total conaumption,
it provides a minimum
floor on nutrition,

Nutritional status -
improved, Increasing
percent of population
overweight,

Ro information ia
availabie from country
study.

Title I has not af-
facted food consump-
tion and nutrition on
a macrolevel. How-
ever, it supports and
allows for the expan-
aion of Titie II di-
rect feeding programs.

Overall, no evidence
that PL 480 Title I
commodities have di-
rectly improved food
congumption of any
nutritionajiiy at-risk
groups.

Source:

Country-specific studies,

- A

1983,

-.S;iy..



-47-

In Peru, the distribution of food, like the distribution
of income, is very unequal. Many serious nutritional deficien-
cies were reported by the study team. Food availability in
1977, as measured by average per capita calorie supplies, was
low compared to countries with similar per capita income lev-
els, with the estimated average daily per capita intake being
about 2,275 calories. Limited evidence reviewed by the study
team indicated a worsening nutritional situation during the
1970s. Given both the small size and the commodity mix of the
PL 480 Title I program, which has emphasized high-quality rice
consumed primarily by the more affluent urban dwellers, the
direct nutrition impact has been minor. To the extent that
currency proceeds from the sale of Title I commodities help
finance Title II feeding programs, it contributes to the nutri-
tional status of the program's beneficiaries.

In Bangladesh, the limited evidence on nutritional status
suggests that much of the population is undernourished or mal-
nourished, with the poor being worse off than 1R years ago.

The problem is primarily related to the poverty in which they
live. Without food aid many people in the country would not be
able to eat. Even with the substantial food production im-
provements of recent years, Bangladesh only produced two-thirds
of its targeted self-sufficiency food grain requirements in
1982. This self-sufficiency level of food grains would provide
an average of slightly more than 1,500 calories per person per
day in 1985, which is at least 30 percent below minimum daily
requirements, assuming the population will continue to consume
most of its calories in the form of food grains.

The nutritional status of a population is often mirrored
in the nutritional status of the children. Data presented in
the country studies suggest that the nutritional status of
children in Egypt, and, tc a lesser extent in Sri Lanka, is
good and perhaps has improved over time. 1In fact, the evidence
from Egypt suggests that a problem is emerging with increasing
overweight, with certain chronic diseases such as diabetes be-
coming more common. In Peru, on the other hand, infant Jdeaths
constitute nearly one-half of all mortality. This mortality is
said to be strongly associated with malnutrition and pcor sani-
tation. The children of Bangladesh face serious malnutrition
during their first years of life. A survey conducted in the
mid-1970s showed that nearly one-fourth of the 2- to 3-year-
olds were acutely or chronically undernourished. An infant
mortality rate of about 100 per 1,000 live births reflects the
results of such malnutrition.
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D. Impact on Dietary Patterns

Clay and Singer suggest that long-lasting disincentive
effects can be introduced by altering consumer tastes and pref-
erences for specific foods away grom traditional grains to
PL 480-supplied wheat and rice.? An important distinction
must be made between changes in diet associated with rising
incomes or modernization and those which are primarily associ-
ated with changes in relative prices. If the dietary changes
which occur, and which are associated in part with the imple-
mentation of PL 480 Title I programs, are primarily due to
relative price changes, perhaps partially controlled by the
government, then alternative policies can be used to modify
their long-run agricultural development implications. On the
other hand, if these dietary changes are income and/or prestige
related, then it is more difficult for changes to occur from
modification of the commodity mix or other aspects of PL 480
prcgram implementation.

Table 13 summarizes the evidence about changes in dietary
patterns from the country-specific studies. From the three
studies reporting on the dietary-pattern impact, the evidence
suggests that the primary dietary-change impact results from
changes in relative prices. For example, in Egypt over the
1970-1977 period, cereal prices, primarily wheat, have declined
by as much as 50 percent relative to other food items. It is
not surprising to find that the Egyptian diet in 1982 contained
more wheat-extracted calories than previously.

The limited evidence on the reduction in coarse grain
production, given the introduction of a "cheaper" alternative
to consumers in Sri Lanka, represents another example of rela-
tive price changes affecting dietary patterns. In the Sri
Lanka case, the evidence also suggests that relative time sav-
ings in food preparation in favor of wheat over rice and ease
of handling have led to increases in wheat consump*ion in a
country which for many cultural and culinary reasons would
otherwise prefer to eat only rice.

Data are not currently available to permit full under-
standing of food consumption behavior in Peru and the role that
PL 480 Title I has or may have had in the past (1955-1964) in
influencing dietary patterns. Because the urban and rural eco~-
nomies of the country are not well linked, particularly between
the coast and the interior regions, and because the diets and
food markets are distinct, the impact of PIL 480 Title I on die-
tary patterns can only be found in the urban sector.

45Clay and Singer, Food Aid and Development, p. 32.




Table 13. Changes in Dietary Patterns

Country/Report

General

Differences in Dietary
Patterns of Rural and
Urban Dwellers

Explanations for
Change

Effects

Clay~Singer Paper

Bangladesh

Bgypt

Jamaica

Peru

Sri Lanka

Change of taste - most serious
criticise in sense of long-run or
permanent Aisincentlve effects.

PL 480 Title III primarily pro—
vides wheat, with smail quantities
of rice and fats and oils. Be-
tween 1964 and 1975 wheat consump-
tion increased from 3 to & percent
of total ingested caloriea. Rice
consumption remalned stable and
animal products tell.

Since 1978, wheat consumption
increased nearly 24 percent. As
such, greater ingestion of wheat
carbohydrates in a highly refined
fora.

Corn made up bulk of commodities
supplied.

Title I helps the GOP to assure
supplies of traditional and basic
foodstuffs.

Wheat, the principal commodity
imported under Title I, not pro—
duced within Sri Lanka to any
significant extent.

No information is available from
country study.

No significant difference.

No information is avaiiable from
country satudy.

Urban (Lima) - high proportion of
imported products such as bread,
spaghetti, evaporated milk,
chicken, vegetable oil. Rural -
depends almost exclusively on
domestic products, principally
tubers, corn, cassava, and locally
grosm wheat and barley. There-
fore, effect greater on urban
populiation.

Wheat consumption by nutritionally
at-risk groups is low, except for
tea estate workers.

Aid itself - where it results in
the introduction ot unfamiliar
foods not capable of belng com-
petitively produced in recipient
country. However, aid not neces-
sarily causally connected with
change. Also, moderniaation,
urbanization. (Such changes often
begin with higher income groups
that do not directly benefit from
aid.)

Food aid conttibuted to increased
wheat consumption. Domestic wheat
production has also increased
signlficantly, especlally since
independence. Domestic rice pro-
duction fell in the firat years
after independence but has in-
creased in recent years.

Cereal prices fell heavily {(20-50
percent) relative to all food and
consumer items between 1970-1979.

No information is avaiiable from
country study.

Due to temporary scarcity, since
World war I, wheat flour and
bread piayed important but second-
ary role in diet.

shifts demand from local to im-
ported food products,

Food aid maintained a precarious,
1f not declining, caloric intake.
No information about relative
price changes.

Increased per capita caloric dia-
betes (and possibiy other chronic
diseaaes as well). Increasing
proportion of populatfon over-
weight.

No information is availiable from
country study.

Food consumption on a macro-level
not affected.

Close substitution between rice
and flour depending on the price
differential between the two.
Rice still generally remains tLhe
preferred and major source of
food.

Source:

Country-specific reports, 1982, 1983.

Best .
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In Bangladesh, wheat consumption as a proportion of the
diet doubled from 3 to 6 percent between the early 1960s and
the mid-1970s, while rice consumption has remained stable. The
recently completed institutional survey (1981-1932) will pro-
vide additional information on the extent to which this dietary
shift has continued. In addition, domestic wheat production
has increased significantly, especially since independence. It
appears that rice production has also increased, especially
since 1975. Information about changes in relative prices re-
mains limited, so a full understanding of the apparent shift in
dietary patterns is unavailable.

Finally, there is a present lack of information about
dietary patterns and how they change in at least two of the
five countries. It is particularly important to learn more
about the impact of changes in relative prices on such pat-
terns, to improve the understanding of the short- and long-run
impacts of these potential effects and thus to improve the
programming of PL 440.

E. The Developmental Use of Local Currency Sales Proceeds

Despite the possibility that PL 480 Title I food aid may
have certain costs associated with it in the form of disincen-
tive impacts and/or changes in dietary patterns which can af~
fect the long-run development of the agriculturul sector, if
the country judiciously uses the financial resources acquired
from the sale of the food aid, long-run development objectives
may be enhanced. To achieve such development objectives,

PL 480 Title I programming has been "strengthened" over the
years via legislative amendments to require that "local cur-
rency sales proceeds" be used in "developmentally sound," self-
help activities.

Table 14 presents a comparative analysis of the country-
specific evidence from the case studies to ascertain the extent
to which developmentally sound uses of local currency sales
proceeds via self-help agreements have been implemented. With
the exception of Peru, the other countries' self-help agree-
ments were very generally specified, wording was left unchanged
for years, and evaluation of activities funded could not be
accomplished because of lack of specificity in objectives.

Most agreements empha=zized rural and agricultural development
but, until the most recent period, were not precise in terms of
program focus.



Table 14.

Self-Relp Agreements and the Use of Recycled Curcencies

Sector Emphasis in

Tracing of lLocal Currency

Country Self-Help Agreements Sales Proceeds Other (camenta

Bangladesh l. General focus under Title I, but since last 1. Not traceable in past. 1. Agriculture and rural development are the cor-
Title III in 1979, there has been agreement on nerstones of Bangladesh development policy.
specific policy reforms. T™he establishment of 2. AID considered entering in dialogue to more The pressure of the next meal imposes {t.
price incentives in production, OMS8 fin food carefully monitor the programming of local
grain marketing, consumer subsidy reduction, currency proceeds.
and reform in ration programs represent impor-
tant examples.

Bgypt 1. Since 1977 focus had been on lmproving agricul- 1. Resources could not be traced into budget. i. 1Increasing program specificity would reduce
tural development including nutrition and rural Currency goes into general :ievenue. flexibility of programming and increase admin-
development. istration costs to GOE and USAID.

2, MAgricultural sector proportion of total recur-
2. There were changes in specific data collectiom, rent and capital budgets declined over 1974~
and agricultural research important throughout, 1982 period.
Agricultural policy analysis more important in
recent years along with role of private sector.
3. Increased specificity occurrad over time.
Jamaica . Covered several sectors, ¢.g., agriculture, 1. Local currencies were targeted to self-help 1. Self-help reports submitted bv GOJ not usefui
health, housing, education, and nutrition. sectors. in trying to assess impact:
2. Evaluation of these was not feasible since 2. Used as counterpart guaranties for other AID
accomplisheent could not be assessed. projects. Thus, government financial obliga-
tions wvere met in a timely manner.

Peru 1. Agriculture, irrigation, development of jungle 1. Were jointly programmed with aven greater spe- l. Used to fui« Title II operating costa of Food
land, little roade, rural development in gen- citicity, for Work projects, Thus, expanded impact of
eral. that proyram.

2. Used for counterpart purposes.
2. A specific list of projects was contained in 2. Started projects that became successful and
the Memorandum of Agreement. 3. Used to guarantee GOP forward funding of pro- were then handled by government.
grame.
4. The 1977 period and after were based on the
earlier precedent of careful U.S. control and
disbursements o Peru development projects.
Sci Lanka 1. Most self-help agreements were very general, 1. Currency goes into government general fund. No 1. The government hae always emphaeized rural
tracing 13 possible. Government budget priori- development and distribution equity in develop~
2. The few with specific targets were out of date ties are sound from a developmental perspec- ment programa. Thus, agreements were super-

since target had already been mset, e.g., paddy
production.

tive.

fluous.
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In Egypt and Sri Lanka, in part due to the long history of
their respective programs (e.g., nearly 20 years compared to 10
or fewer years in the other countries), the local currency pro-
ceeds could not be traced to the funding of specific government
programs or activities. In Sri Lanka, it was believed that the
local currency was used wisely because of the government's com-
mitment to an equitable rural development strategy. In Egypt
this was unclear. Certain activities were funded and identi-
fied in the budget (e.g., agricultural research), but sectoral
priorities of self-help agreements were not revealed in trends
in the sectoral proportion of government budgets or expendi-
tures. In both countries, efforts to further specify agree-
ments and programming would be met with vigorous bureaucratic
opposition.

In Bangladesh, local currency sales proceeds basically
cannot be traced. However, with the shift of the program from
Title I to III in 1979, several policy changes occurred, e.g.,
production price incentives, OMS foodgrain marketing, reduc-
tions in consumer subsidies, and ration program reform. Fur-
ther, there is increased interest in more careful monitoring of
the local currency sales proceeds and an effort to develop more
specific projects to be funded by these currencies. Since the
country is continually faced with the realities of low food
supplies, it is not surprising to find government priorities
focusing on agriculture and rural development.

In Jamaica and Peru, the AID missions engaged in more pre-
cise joint programming of the local currency proceeds, and the
respective USAID mission carefully considered using these cur-
rencies for counterpart funding. 1In Peru, USAID maintained
even more control, de facto projectized the self-help agree-
ments, and established a development committee of senior gov-
ernment officials to plan the use of Title I sales proceeds.
With the knowledge that these proceeds would eventually be
forthcoming, they were used as a guarantee by the Peruvian
Government to disburse their own financial resources to forward
fund projects identified as development activities.

While it was virtually impossible to evaluate the self-
help agreement activities in Jamaica given their vagueness, the
evaluation team reviewed in detail the projects identified as
composing the list of self-help activities in Peru, some being
given on-site review. Both teams concluded that implementation
was variable.

Finally, in Peru some local currency proceeds were used to
fund a part of the operating costs of the PL 480 Title II Food
for Work program, which enabled the program to extend its im-
pact. While the program use of local currency proceeds in Peru
was generally developmentally appropriate, the actual implemen-
tation of said activities warrants separate careful study to
determine their full development impact.

Yy
|
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F. Policy Dialogue46

It is generally assumed that all forms of U.S. aid includ-
ing food aid will be used to leverage economic and agricultural
policy changes where necessary. An investigation of the lever-
age effect of PL 480 Title I on each country's economic and
agricultural policy is difficult. 1In all studies, little if
any specific policy could be identified as having been altered
in a desired direction via the policy dialogue process, partic-
ularly as a direct consequence of PL 480 Title I programming.
In Egypt, there has been a longstanding desire to change the
agricultural procurement process and reduce consumption sub-
sidies on bread and other items; however, little progress can
be ascribed to the presumed leverage potential of AID's large
Title I program. Nor was much specific progress noted in the
other country case studies, although it is possible that the
unique manner of program implementation in Peru, which requires
joint U.S. and Peruvian programming, has provided a mechanism
for policy dialogue and possible policy change. 1In the case of
Jamaica, the PL 480 program was integrated with an IMF standby
agreement which had incorporated several policy reform condi-
tions which the program helped to reinforce.

In Bangladesh, the PL 480 program was shifted from a Title
I to a Title III program in 1978. This decision was made given
the extreme poverty of the country and its obvious difficulties
in generating significant balance of payments earnings to repay
the modest nongrant element in a Title I program, and given the
importance of altering key agricultural and other policies de-
signed to increase domestic production, stabilize consumer
prices, create a national foodgrain security system, and, more
recently in 1982, to expand private sector involvement in food
processing, storage, and distribution, and in other agricul-
tural activities. It is noteworthy that the bargain struck in
1978 and strengthened in 1982 has been agreed to by both the
United States and Bangladesh, with the latter following through
on its policy reforms and its willingness to further address
existing policy issues. A similar suggestion has been made by
Eicher 50 enhance policy reform in a number of African coun-
tries.? Also important to mention is that the IMF ard the
World Bank are in full agreement with these policy reform ef-
forts and have eased the way in this regard.

46por an in-depth analysis of AID's policy pursuant to the
policy dialogue process, see AID, Approaches to Policy
Dialogue, Policy Paper (Washington, D.C.: AID, 1982).

47Eicher, Carl K., "Facing up to Africa's Food Crisis,”™ Journal
of Foreign Affairs, 61 (Fall 1982), pp. 151-174.
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VIII. OTHER PL 480 TITLE I IMPACTS

Given the numerous purposes, implementation actors, and
potential beneficiaries and cost bearers in both recipient
countries and the United States, each country impact study
found that it was important to analyze the extent to which the
impacts of the program extended beyond the developmental goals
of AID programming. Perhaps Mitchel Wallerstein has best cap-
tured and distilled the extent to which the PL 480 program not
only has multiple gbjectives, but also social, political, and
economic impacts.4 (In Figure 3 Wallerstein's framework is
reproduced to show these impacts as well as the articulation
between objectives and impacts.)

In corducting the country studiec, the authors identified
three other sets of impacts which warranted analysis. These
were the impact of PL 480 Title I on (a) food security,

(b) foreign policy objectives, and (c¢) agricultural market
development.

A. Food Security

With the exception of Bangladesh, none of the other coun-
try case studies explicitly referred to the role of the PL 480
Title I program in relation to a country's food security con-
ceirn, i.e., "the aisurance of a minimally adequate level of
food consumption.” The data presented in the Egyptian study,
however, clearly reflect the ever-growing awareness by the
Egyptians of the importance of the PL 480 Title I program in
light of the country's wheat production and consumption gap.
The country's price and procurement policies implemented since
the mid-1950s reflect the availability of PL 480 Title I.
Further, the Egyptian desire in recent years to obtain a guac-
anteed supply of wheat rather than a guaranteed dollar value
reflects the country's concern for food security.

Similarly the Sri Lanka country study concluded that the
country's food shortage of 1974 and 1975 was not satisfactorily
addressed by the U.S. PL 480 Title I program. Most of the food
obtained during the shortage crisis was provided by other donors.

48Wallerstein, Food for War-Food for Peace. See Introduction.

49sh10mo Reutilinger and Keith RKnapp, Food Security in Food

Deficit Countries, World Bank Staff Working Paper No. 393,
(Washington, D.C.: World Bank, June 1980), p. 1.




Figure 3.

The Multiple Objectives and Policy Impacts of PL 480 Title I

US FOOD AID POLICY
Y Ares ot Polley 1/ Domestic Agriculture 1/ Foreign Policy
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Objectives Surplus Burden Increase Farm Income Meinutsition Problems Military/Trade Benefits Sharing
4 lnstrument of 4/ US AID/Private 47 US AID/Private 4/US State Department/ 4. WFP, UNICEF,
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A conceptual model of US food aid policy.
Source: Mitchel Wallerstein, Food for War-Food for Peace, (Cambridge, Mass.: The MIT

Press, 1980).
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This lack of response by the United States during this crisis
period. however, was in part due to the lack of significant
USAID program suppogB between 1971 and 1977 when the AID
Mission was closed.

In Bangladesh the issue of food security is a primary con-
ce:n of the political leadershir. By changing to a multiyear
Title III agreement in 1978, and by improving its management
procedures and policies concerning its food reserve holdings,
the country has made significant improvements in addressing its
food security problem. Additionally, it has made important
strides in reducing the acute nature of the food security prob-
lem by providing the farmer with incentives to expand domestic
£oodgrain production, and progress has been made toward reduc-
ing the gap between minimal consumption requirements and domes-—
tic production. An agricultural policy and planning unit has
been established in the National Planning Commission to develop
and furnish data and analyses to key aovernment officials for
decisionmaking purposes.

Given the procyclical nature of the way in which the PL 480
program is funded, i.e., on a dollar rather than on a guaranteed
tonnage basis, it is understandable how this program can be per-
ceived as being unreliable (particularly to those countries
whose program is modest, e.g., less than $20 millggn) for ad-
dressing country-specific food security concerns. Whether
food security concerns should become a significant objective of
Title I, given the multiplicity of other objectives, remains an
issue for further deliberation. Certainly, improved multiyear
funding guarantees within Title I may proride countries with
greater certainty about the extent of subsidized food imports
so that they can better plan for the potential food security
problems they may face in the future.

B. Foreign Policy Objectives

As Wallerstein emphasizes in Figure 2, the achievement of
foreijn policy objectives is one of two dominating themes under-
lying the PL 480 Title I program. While the country studies
were noi requested to specifically address the impact of the
PL 480 Title I program in attaining this multifaceted objec~-
tive, it was given attention in at least four country studies.

SoSteinberg et al., Sri Lanka: The Impact of PL 480 Title I,
PP. 6, 7.

51por further treatment of the procyclical nature of the PL 480
Title I program, see Clay and Singer, Food Aid and Develoment,
pp. 21-24,.
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Zgypt's and Sri Lanka's strategic locations have provided
them with leverage to obtain extra foreign policy attention.
Egypt, because of the Suez Canal and its traditional Middle
Eastern leadership position, has received obvious attention.
More recently, by facilitating the Middle E~5t peace pro<ess
under the guidelines of Camp David, Egypt has accentuatzd this
attention. By providing rapid-dispersing assistance wvia PL 480
Title I, the United States continues to invest in a friendliy
relationship with an important geopolitical ally. Similarly,
Sri Lanka lies in proximity to important merchant shipping
lanes for oil from the Middle East to Japan and is close to
U.S. naval and air facilities in the western Indian ocean.
Thus, even though the Sri Lanka Government of the early 1970s
took a leftist, nonaligned position, the PL 480 Title I program
continued throughout the period.

In Peru, Sri Lanka, and Jamaica, the PL 480 Title I program
was either renewed or significantly increased when it became
possible not only to maintain democratically elected govern-
ments, but also to foster change via the election process toward
a government with a more sympathetic view toward the United
States. The renewal of PL 480 Title I assistance to Peru in
1978 helped stabilize the economy enough to permit national
elections in 1980. The new president, Fernando Belaunde, has
contributed to an improved relationship between the United
States and Peru. In 1980 an election was held in Jamaica,
which led to a government that was more sympathetic to the
United States. Finally, by maintaining support for democrati-
cally elected governments in Sri Lanka, even though generally
unfriendly to the United States during the 1970s (up to 1977),
the United States was able to benefit politically when the
elections held in 1977 brought into power a more politically
conservative government.

The principal foreign policy motivation underlying the en-
tire development assistance program to Bangladesh, including
the PL 480 program, is to be viewed internationally as respon-
sive to the impoverished human condition of the people of that
country. It is also in our self-interest to have an indepen-
dent and politically stable Bangladesh in that part of the
world. Given that food shortages can destabilize the country
and region, the PL 480 Title III program is eminently sensible
from a foreign policy perspective.

Finally, PL 480 Title I was used to obtain certain foreign
policy or other political objectives. 1In the case of Egypt,
the reintroduction of the PL 480 Title I program in 1974 was
used by Henry Kissinger as part of an interim Middle East peace
agreement, and in 1978 was incorporated into a larger Camp David
peace agreement between Israel and Egypt. The continLance of a
high level of commitment has also enabled the government to
maintain internal political stability after the assassination
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of Sadat, when any significant food price movements undoubtedly
would have led to increased political instability.

The implementation of the PL 480 Title I program in 1975
in Jamaica conveniently coincided with the bilateral talks
which focused on the future of U.S.-owned bauxite deposits in
that country. Sri Lanka's influential role in the nonaligned
countries and the Group of 77, which has continued to restate
the importance of the North-South dialogue, has also facili-
tated its obtaining continued PL 480 Title I support.

The fact that the resource has quick~dispersing capabil-
ities relative to other forms of support has meant that the
PL 480 program has given foreign policymakers a greater degree
of flexibility than would be the case without such a program.
The five country PL 480 Title 1 impact evaluations provide the
empirical da-a which highlight the program's importance and
impact in th2 foreign policy area.

C. Agricultural Market Development

It has long been maintained that since a number of PL 480
program "graduate" countries have become large commercial cus-
tomers for products formerly provided on a concessional credit
basis via the PL 480 Title I program, the program has pggved to
be an important long-term market development mechanism.

While this objective, in conjunction with surplus disposal, has
been one of the primary, motivating domestic political reasons
for enacting and continuing this program, the evidence provided
in the country impact evaluation case studies does not support
this commonly held view; rather, the term "market maintenance"
may better describe tbe usefulness of the program than the term
"market development."

In Sri Lanka and Jamaica, it was acknowledged that market
development objectives were only a minor consideration in prec-
gram planning and development, In Jamaica, however, the team
also concluded that the Title I commodity shipments served as a
means of maintaining market access during the severe balance of
payments difficulties encountered in the 1977-1979 period.
Confirmation of this conclusion was provided by the team when
it observed that a resumption of normal commercial sales levels
had occurred after the severe balance of payments difficulties
had eased.

52See Department of State, Bureau of Public Affairs, "Agri-

culture in U.S. Foreign Economic Policy,"” G.I.S.T., January
1983.
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According to the Peru report, the country is actively
striving to achieve self-sufficiency in rice. 1In years when
they do, they will not want to import rice even on concessional
terms. They have implemented a policy to take effect in 1983
to eliminate rice subsidies to reduce demand and, thus, to
reduce rice import requirements. With respect to the earlier
wheat program in the late 1950s and early 1960s, the PL 480
Title I program was important to U.S. commercial sales inter-
ests, since after the early 1950s there was increasing competi-
tion for Peru's commercial purchases of wheat from Australia,
Canada, and Argentina. The Title I program effectively reduced
the price of U.S. wheat relative to other competition.

In Egypt, even though total commercial purchases of wheat
have increased since 1975, commercial purchases of wheat from
the United States have declined. However, USDA carefully re-
viewed the situation in early 1980 and reiterated the domestic
(U.S.) importance of such sales to the government of Egypt.

The level of U.S. sales between 1980 and 1981 increased dramat-
ically as a consequence. Egyptians, however, have taken the
view that economic considerations (i.e., price, given quality)
will dictate their international commercial purchasing deci-
sions. The United States must realize that it faces many other
actual and potential donors which, for their own domestic rea-
sons, are after a greater share of international agricultural
markets, particularly those that are in physical proximity,
e.g., France to Egypt.

IX. SUMMARY AND LESSONS LEARNED

Many specific findings, recommendations, and lessons are
contained in each of the country studies. In this section, the
recurring themes are highlighted. In addition, other salient
points resulting from this summary analysis are presented.

There are two principal recurring the.nes which emerge from
the country studies. First, in all studies except Egypt, there
is discussion about the need to fund Title I on a multiyear
basis. It is ironic that, for political reasons, the United
States has de facto provided Egypt with such a program, with
the only major issue being the level of support. All the other
programs emphasize the importance of guaranteeing the availa-
bility of counterpart funding, which is used to support other
USAID project implementation. Without a long-term commitment,
project development from AID's perspective, as well as general
~yvernment planning, is conducted less efficiently. One option
worthy of further investigation is to explore the implementa-
tion of a little-used provision in the Title I legislation,
Section 413, which provides for multiyear funding. Creative
implementation of this provision can be established for the
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benefit of both the United States and Title I food aid recipi-
ent countries.

Another option available for multiyear funding of food as-
sistance is via Title III. However, both potential recipient
countries and USAID missions generally view Title III with
skepticism, given the high administrative burdens placed on
both AID and the recipient country. However, the experience of
the Title III program in Bangladesh should allay any serious
fears in this regard. The country and the mission have worked
out the necessary administrative mechanisms and reporting re-
quirements in part by developing a food policy planning and
monitoring unit in the National Planning Commission. Further,
Bangladesh is unique in the sense that all the domestic incen-
tives are operating in the right direction to facilitate the
agricultural sector policy changes necessary to use the food
resources prog%ded via Title III in a developmentally respon-
sible manner. To the extent that other countries are equally
serious about implementing and then administering such policy
reform, the evidence from Bangladesh suggests that Title III is
a viable option.

Second, with the exception of Peru, the country studies
are highly critical of self-help agreements (refer to Table 14).
They were too vague, or not implementable or amenable to evalu-
ation. The Gilman-Solarz amendment, which requires more mea-
surable outcomes to the specific self-help agreements, may
improve programming. However, administrative resistance en-
countered from recipient countries may make these requirements
difficult to implement, particularly in countries that have
enjoyed relatively flexible use of the local currency sales
proceeds, e.g., Egypt and Sri Lanka. One way to get around
these difficulties is to initiate a rolling 5-year indicative
planning exercise with the recipient government. A similar
exercise has beguh in Peru. The continually revised plan would
provide a multiyear planning horizon for prioritizing project
sectors and identifying and implementing specific activities as
new sales proceeds become available to the government. The
Sr’ Lanka team has proposed the development of such a strategy
to improve the self-help component of present agreements.

Third, the studies emphasized that Title I programming
must be coordinated with the recipient country's budgeting
cycle. In addition, the Title I agreement must be signed ear-
lier in the annual cycle to provide greater flexibility to

53For further inrormation about this aspect of the Title III
program in Bangladesh, see Richardson ~+ al., Bangladesh: Food
Aid.




-61-

ensure appropriate commodity mix, improved shipping arrange-
ments, and adequate storage provision. Improving these details
would save PL 480 resources and lead to fewer market disrup-
tions in the recipient country.

It was also recommended that improvements could be made in
ccordinating all donor food aid so that shipping constraints,
port facilities, storage, and distribution could be improved.
Further, when food aid was considered as a part of an entire
donor package designed to improve and restructure a country's
economy, it was considered important that more explicit provi-
sions be negotiated with such institutions as the IMF to ensure
progress toward these more general objectives prior to PL 480
disbursements and shipments.

The Bangladesh study highlighted the importance of govern-
ment commitment to agricultural policy change. The continual
food deficit in the country daily reinforces the food security
issue and the importance of prov1ding all food producers in the
country with the incentives to maximize their production. The
multiyear commitment of the Title III program provides a cer-
tain short-run security to the government, and it has imple-
mented many of the necessary policy changes to increase local
production, including increased procurement prices to farmers
and reductions in commercial price fluctuations over the year.

The studies have helped to highlight much progress which
has been made toward understanding the multifaceted sets of im-
pacts of PL 480 and how the various countries and USAID mis-
sions have worked to resolve their negative developmental as-
pects. But the collective experience of these evaluations
reinforces the fact that many knowledge gaps remain. These
gaps reiterate the importance of conducting additional research
to more precisely identify the nature and extent of short- and
long-run disincentive effects and the contribution of policies,
in part reinforced by PL 480 Title I programs, to these im-
pacts. The accumulating Bangladesh experience with a multiyear
Title III program which has facilitated policy change may dem-
onstrate how to ameliorate the negative disincentive effects.
It also was considered necessary to know more about the rela-
tive importance of disincentive effects in marginal programs
compared to large programs, and where substitution between lo-
cal versus imported commodities is not the primary issue. PFi-
nally, since production disincentive effects are in part shaped
by changes in dietary patterns, which in some countries appear
to have been altered by the existence of subsidized imported
food items, it is important to develop additional knowledge
from all sources about changes in food consumption and the role
of food aid in contributing to these changes,

In conclusion, these five country case studies reinforce
the importance of continued monitoring of AID programming via
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evaluation studies. The range of program experience embodied

in only five countries is great, as is the degree of impact on
various developmental indicators. To suggest that this exer-~

cise has now reached a point of diminishing returns is unreal-
istic. AID can continue to improve its programming of this

resource for increased developmental impact by learning from
its own experience.



APPENDIX A

SCOPE OF WORK: DL 480 TITLE I IMPACT EVALUATIONS

There are at least three sets of impacts requiring inves-
tigation. If the analysis suggests that linkages may exist
between the sets of effects either as causal factors or as
background constraints, it is important that the analysis care-
fully document them.

I. The first set of impacts occurs via the direct infu-
sion of food commodities into a country. The relevant
questions to be answered include:

A. Impacts on the food production and distribution
system

1. Where does the food go?

a. What are the characteristics of the final
recipients of each type of food aid and at
what price?

b. How many middlemen handle each commodity
at each level of the distribution system
(i) between the port of entry and final
consumption (what is the competitive
structure of the distribution system at
each point in it, including the transport
services employed at each point?) and
(ii) what is the price of the product at
each point?

2. What was the food production and distribution
system like before the PL 480 Title I program
in rural and urban areas?

a. How has it changed to the present?

b. What new infrastructure was required to
handle PL 4807

c. Who made the infrastructure investments
and in what part of the system? (i) Did
AID, or was AID involved and if so how
(e.g., new port facilities, storage, mill-
ing facilities, transport, investments,
and marketing); (ii) was the private
sector of the country involved and if so
how; and (iii) what was the role of the
government?



What were the trends in food prices in rural
and urban areas before PL 480 Title I and
after its initiation?

a. Has there been food aid assistance during
this period other than PL 480 Title I by
AID, e.g., Title II, or from other donors?

b. How does this additional aid affect sup-
plies and prices?

Impacts on nutritional status

l.

2.

How should the target pcpulation be deter-
mined?

How should impact be measured (records of
malnutritiocn in hospital statistics)?

Impacts on dietary patterns

1.

What are the implications for continued food
impact dependency via changes in consumer
preferences?

What imported food can be grown in the country
if PL 480 Title I program ends?

What are the long-range economic effects of
dietary patterns?

a. On domestic food production?

b. On balance of payments?

c. On opportunity cost vis-a-vis other in-
vestment alternatives?

Agricultural sector effects

1.

What domestic food production trends are due
to changes in domestic food prices resulting
from PL 480 Title I imports?

What changes have occurred in agricultural
land use patterns or land tax structures, such
as changes in the distribution of land for
alternative uses?

What are the land ownership effects, e.g.,
which population group sells land when dis-
incentives exist (disaggregate analysis across
commodity groups)?

(o



II.

III.

E. Macroeconomic effects
1. What are the balance of payments trends?

2. What are the trends in inflation, particularly
in food prices?

3. What are the effects for currency stability
vis-a-vis hard currencies and SDRs?

4. What are the GNP or GDP growth rate differen-
tials before and after program?

The political impact of food aid

A. 1Impacts on internal stability, i.e., number of
coup attempts before and after PL 480 Title I;
relate to trends in food prices and wage increases

B. Were key defense pacts or U.S. military bases
retained or developed with PL 480 as part of quid
pro quo (monitor ambassador cable traffic for
information on such "impacts")?

C. Other political alliance or strategy effects;
enumerate, e.g., food security goals

D. Policy leverage: delineate policy changes af-
fected by sector and what the impact on policy has
been

Indirect effects, i.e., effects related to the use of
domestic currency generated from sale of food

A. What was the currency used for by year and sector?
B. How has it been accounted for?

C. What has been the pattern of growth of new activi-
ties initiated by domestic currency?

D. What has been the effect on the development of new
economic enterprises?

l, If economic enterprises were started, what has
been their history of economic growth, employ-
ment, and market penetration?

2. What is the competitive nature of that sector
of the economy?

/
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3. How many enterprises have gone bankrupt (dis-
aggregate by sector)?

Did individuals receive special training or educa-
tion?

1. Did the individuals remain in the country or
migrate?

2. If the people migrated, what has been their
pattern of remittances from abroad?

3. Did the people remain in the field of initial
education?

Other? Enumerate!
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APPENDIX B

PL 480 TITLE I
IMPACT EVALUATION TEAMS

BANGLADESH

BANGLEDESH FOOD AID: PL 480 TITLE I AND TITLE III

3laine C. Richardson, Team Leader
(Bureau for Program and Policy Coordination, AID)
Daniel Erickson

(Office of General Counsel)
Harold Rice

(Asia Bureau, AID)
Georgia Sambunaris

(Bureau for Program and Policy Coordination, AID)
John Warren Smith

(Development Associates, Inc.)

EGYPT

PL 480 TITLE I: THE EGYPTIAN CASE

Richard Blue, Team Leader
(Bureau for Program and Policy Coordination, AID)

David W. Dunlop
(Dartmouth Medical School and Bureau for Program and Policy
Coordination, AID)

Michael Goldman
(Bureau of Economics and Business Affairs, U.S. Department of
State)

Lloyd S. Harbert
(Foreign Agricultural Service, U.S. Department of Agriculture)

JAMAICA

JAMAICA: THE IMPACT AND EFFECTIVENESS OF THE PL 480 TITLE I
PROGRAM

Barry Sidman, Team Leader

(Bureau for Food for Peace and Voluntary Assistance, AID)
Michael Crosswell, Economist

(Bureau for Program and Policy Coordination, AID)
John Wilkinson, Program Analyst

(Bureau for Program and Policy Coordination, AID)



-

-

JAMAICA (cont.)

Fred Blott, Agricultural Marketing Specialist

(Foreign Agricultural Service, U.S. Department of Agriculture)
Milton Fisher, Public Health

(University of North Carolina)

PERU

THE IMPACT OF PL 480, TITLE I IN PERU:
FOOD AID AS AN EFFECTIVE DEVELOPMENT RESOURCE

Linn Hammergren

(Development Studies Program, AID)
Twig Johnson

(Bureau for Program and Policy Coordination, AID)
Elizabeth Berry

(U.S. Department of Agriculture)
Robert Landmann

(Massachusetts Institute of Technology)
Judy Cohen .

(Department of State)
Robert Adler

(Latin America and Caribbean Bureau, AID)

SRI_LANKA

SRI LANKA: THE IMPACT OF PL 480 TITLE I FOOD ASSISTANCE

David I. Steinberg, Team Leader

(Bureau for Program and Policy Coordination, AID)
Christine Adamczyk

(Bureau for Program and Policy Coordination, AID)
John Stuart Blackton

(USAID/Egypt)
William T. Cammack

(U.S. Department of Agriculture)
Donald G. McClelland

(Bureau for Program and Policy Coordination, AID)
Judith McGuire

(Bureau for Program and Policy Coordination, 21ID)
D.N.R. (Tilak) Samaranayake

(USAID/Sri Lanka)
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