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EXECUTIVE SUMMAR "i
 

Food aid now contributes to development u, creatino or 

improvino physical and human capital, largel, through activities 

that accompany traditional MCH, Scnool' Feeding aria Food 4or Work 

kFFW' food distribution. However. proiect- rarelv xistitutir,­

alitze he maintenance and growth of cap).tal resources or use food 

aid directly to establish capital +unas. ,-s a result. ne-J 

development activities are seldom irtlated ater i-ooz 

distribution ends. 

H ouite difterent a:proach, usinq food a capital. offers 

a .. te. a, to mu1tiply the development impact o. iocaO aid. 

[lod3. .... l igibility requirefmer,ts for recei;-ina tood to include 

pavr,o cLLub dLues or depositing mone. in a credir. union, for 

exampli, creatt.s a tund that can bc-zose a ppra,&nent ELurce oi 

capital for prodLuctive activities. Increasing t'eneticiarv 

pavments for the *ooO achi eves the sam . resui t. iif the ircreaiental 

revenue is set aside ior loans to beneficiaries. Usino -food aid 

to establish a communitv food bank or other in-kind find also 

establishes a capital fund. These examples show that Title II 

proorams can increase capital without monetization of the donated 

food. 

Use of food as capital requirEs savings. Initiation of food 

distribution provides a substantial subsidy to ircome of most 

recipient families and malkes it posa-i te Tor the., to save without 

reducing current consumption. Ir,,.rc-asing the food ration in 

e.ist1ni proorams does the same. Zpecea! motivEti on and educati on 

acti vities are usuall', needed to assure that part of the 



inc;'-eased real inccme is saved. If initiai tamil., income i= toc. 

low. encouraging savings may have to be deterred. but this is 

less common than PVO s often assume.
 

Freserving and increasing capital also requires 

identiification of private or community projects that will produce 

enouQh revenue to re.:over their costs ana add to the capital 

fund. User charges. contributions and tax:es help communities tco 

maintain capital. When capital -dnis f-inance private productive 

activities, repavmeni. of lons is essential to keep caoital 

intact.
 

Althouoh Title 11 Guidelines favor direct cistrbuti.1.n. 

imaediate conSuImption, arid low payments ior aonateo -roco. several 

cui rent proi'ects= tat use lood as capital show- that altrrnative 

approacnes may be &cceptable. 

Using food as capital is no pa-,ac.ez eerthels= I-Y s 

that give the approach more serious cons:ider-ation will find man', 

use-ul alternatives for usinQ food aid to help achieve their 

development goals.
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Some Frincioles for Increasing trie Develooment
 

impact vt Food Ain
 

Dv dames 0. Pines 

Food aid can be used to Qenerate lastina and selt­

sustainino benetits for individual and comnitunt rcipint=. 

Current efi:orts to increase development benefits from F*L 480 

Title II programs usually involve -7odif.,ina the activitie= that 

accompany traditional MCH, School Feeding. ano Food for wort% 

,.FFW) distributions. Though very useful. resultina in ifioroved 

health and nutrition and socially beneficial FFvi-supported 

construction, these e fforts simplv aipiy ood deeopment 

planning to programs that happen to use donated food. fhey rareiv 

change the way food itself is used or distributed, and involve 

little svtematic effort to instituticialize the maintenance and 

growth of capital resources. There is even less attempt to u-e 

food aid directly to establish capital tunds. 

This approach to using food as caoital combines the
 

distribution of food to families or community groups, with
 

services and conditions that. encourage productive activities.
 

Physical capital or improved human capital may result, but few
 

projects include plans for p-eserving and increasing capital
 

funds, to assure continued benefits after food distribition ends.
 

The resulting impact of most current activities may be on
 

the physical condition of beneficiaries t'improving human
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capital"), as in MCH programs that promote ,ealth and nutrition.
 

or on their general wel Fare, illustrated by Food for Work (FFW 

projects that generate new roaas. irrigation tacilities, ano
 

other physical capital or infrastructure in recipient
 

ca mmuni ti es. 

Direct distribution of Tood accompanied Ov no other
 

activities, though generally callco "relie'", heips keep peoole 

alive and thereb,' preserves human capital tor later- deve] oretnL 

activitie-z . Since, even in man'. rel iet prcects. ,,ost recipients 

-an participate in -ome complementary acti ities. mncreasinq 

development impact of ood aid t ypically. require= -oraming 

these activities and the resources needed to e.-ecu.-e ther 

effectively, to increase capital temporarilvo 

Food aid can more effectivel J encourage the permanent 

maintenance and e>.pansion of casi tal. either b'- in_rZducino 

different activities ano concitions, or Dv usino icood Ly1iresto 

create a capital fund that serves tne same puroose. For e;.ample. 

using tood to establish a revol.ing funo for small income­

generation activities may provi2e more benefits, in the long run. 

than giving ood as wages to supprort bui!iing of a bri dcge. Income 

ttsed to repay loans fr-om the re.olving fund can be used for more 

loans. Only i+ the bridge is lin-Ted to collection ot tolls or 

taXes that recover its costs does it prcside a perm:anent benefit. 

rhe revol ving loan fund, or the bridge accompanied tv cost 

recovery, are not alwaays better than a traditional FFW activity, 

without cost recovery, but these and other alternatives merit 

consideration. Because of the failure to explore new ways to 
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distribute food, agencies administering Title 1I programs may be 

,nissing opportunities to achieve even c rrater development impact. 

Many agencies contend that full monetization of food aid is 

needed to encourage better development activity. ]his is 

undoubtedly true, since money obtainea -1rom selling Title II food 

is more funoible than the tood itself. Neverthele=, similar 

develcpment benefits can be achieved even without direct
 

monetization of most Title II food. 

This keport provides a framework f or ex-ploring develotjinent 

possibilities of innovative food aid uses, with littie 

monetization. The general principles described. or using food as 

capital, should enable agencies administering Title II proJects 

to identify new programming options amonq most constituen;cies 

targetted by food aid programs. These principles provide a zheor,, 

that suggests promising new approaches and also e. piains the 

effectiveness of many current Title I activities. 

General Principles of Developmental Use 

1) The Meaninq of Development Impact 

Current Tood aid activities often have limited develcoment 

impact, because they do not lead to permanent. self-sustairiing 

outcomes independent of further food donations. Increasing 

development impact often means using food in ,ays that will 

enable food donations to specific comrnunities Gr groups to be 

phased out by a fined date. For example, it mothers in the 

community learn to feed infants properly enough to prevent severe 

malnutrition, there is little need for further rehabilitation 



feeding, though regular MCH distribution may co ,tiriue. i; this 

case. the problem addressed by the program has oeen resolved. 

Continued Title II help may also becomne unnecessary, i- t e 

community or government becomes willing and able to conti, ue 

tne program with local resources. Famii i. and communi, cardens 

that supply food-'o replace Title 11 donations illust-ate zhis 

reLUIt. If tamilies or communities achieve, maintain. anc 

continue to increase income, the nee -icr tooco aio -eclinres. 

In Food-or-Work, wace oa%.nents stc-, when donasea -o&3 

ends and there are often no more proiect=, thoLIQn LUtbe- i dE 

miht be useful and welcome. bevelopmen'- imoact inreaes i­

the -FW prouram includes provisions 4or Qenerati-runcis thaat cin 

be used to replace the initial project, i- riecessar.. ana also to 

tinance new construction. 

Man, activities novw supported b, Tit!e II a,-ta Dection 4!c 

do use donated -ood to support income-generatirng acti .i'i es. 

For example, litle 11 +ooo is sorMntimes used to re-ucs lze rlsis 

of innovation for families undert-akin- rew activitis suc!-i a 

culti'vatinq gardens, planting trees, or &.oti-,g soil 

conservation practices. Food used to cusri1on the ris. o-, 

productive activities like these ooes helm -aTiLes to groit- more 

food and earn more money. These positive cutcoines rav eden oecOme 

permanent, if recipient +fsrmilies reserve er-ouch nrney Tr-m -l _s 

to maintain their investment. However, -ie.-j such projects Use fc-c,% 

to create the capital needec to unable new families to beneiit 

after food distribution stops. Unless an independen-: capital fund 

has been accumulated, new developTment activity is inli-:el. ari 

much impact already achieved may soon disappear. 
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Title i1 projects emphasize consumption of all donated tood.
 

Few explicitlv seek to create an investment tung or capital, to 

be used +or continuin food distribution or other benefits to 

recipient communities. PL 48C ano related regulations cot .ejnplate
 

immediate consumption of all donatea food, and also discouraioe
 

anything more than tofen payments from bene-fiiaries. [is 'ias
 

is Lun+ortunate, because it discouraGes us1-& t-oo ai, to 0tAI 1,1 

more oermanent capi cal. the i:ev to 1 ong_-term. sei t-su-tai i_ 

development. Once consumed, in most current projects. tf& ±o(J it 

no longer available to benefit others. Despite this a.aarnt 

consunption bias of litle II, there are still amfpIe 7,oPor t.urliti-­

•for using food aid in wavs, consistent with the law. tnat lead Lo 

capital accumulation. 

This Report seers to clari+ the ditferenrices Let.-.een 

consumption and developmental investment, to identit iL'estions 

relevxant tor desicinincg capital-oriented, tood--sLUrportea 

development projects, and to provide some models -or capital­

creating ood aid uses.
 

2) Consumotion vs. investment 

Many traditional MCH and FFW activities Jo create and 

improve human and physical capital. By increasing energ,., at 

least temporarily, the food consumed may result in oetter 

learning, greater capacity to work, and. occasionally. -n 

creation of more physical capital. However, most con-uiption of 

donated food is lik:e an investment in which all the rewenues 

received are spent for other purposes. It pro',ides a tam;:orary 

benefit, but leaves little behind. While the contributions to 
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human and physical capital now achieived in coPsumptlion-orlenzed 

rood programs are impressive and certainly tar better than none. 

outcomes that include new or increcased capita. -tunvs, in 

communities or families, build sel.--sustainlinc development with 

greater oermanent benefits. 

If invested in activities that produce more revenues than 

they cost, the capital not only re-.urns in fuil out mav ieid 

that cin be cor, umec or added tci the capitaladditional returns 

. i, i ,esteO an­•fund. Fooo aid r-esulting in a c .i-al -und oji .! 

TUture tio .dadministered properly, produce a p-rmar-ent stream oT 

or income. 

consumtp lon in ortoerInvestment reQuirk-s foregolng immediate 

ho5e sae areS.InOsto save. or borrowino the savings ot others. 

= 
then used to create capital aoooD- -r tinance .titiie- ,:hat 

produce income. -WI-e saaie principle= apply to ioth oene.-atior OT 

private income and to pub] ic inhements. ]he hFW-suop r'.ed 

bridge produces money +or- r-einest..ent.i acompa'1iec by user 

rel ated ta.es Wh zcCumu acea 0. r .,,e bri d.E=charges or that, .en 

I+e, total more than oriqinal os--. Wnile tne COMT-.munitv vOiolc 

enjoy having a new -ree bridqe, it may also oe helped to 

to u-e it, therebyrecognize the advantayes of paying something 

:nce or replacemer t, ano perhapsassuring adequate mainten 


construction. Understanding the
furnishing capital for other new 

investment is tundamental to
tradeof+ between consunption and 

using food more developmentall'v. 

+or wnich user charges may be
FFW sometimes leads to construction 

work increases incones general lv. For
inappropriate, though the 

example, with some roads and terraces, costs can be recovered 
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------------------------- -- -------- -------

throuoh taxes or contributions to the communitv trom the 

recoverv becomes e-peciallv important in 
incremental income. Cost 


trie common case of FFW activities vinere workers build capital 

that beretit others. Unless the project incluLje5 someprojects 

way for the workers to share in the lonq-term income stream 

tlowing from the completed construction, tneir modest Viages ,ield 

them 	 little contInuin deelopment Oer-3mtit. 

ThE same point underl ies i nvestrrent in numari caoi tal , wn ch 

i ; often expected eventuelly to ircrease earning power. Ine 

stream created by the investiment becomes a souFCe 
1uture income 

But because tnie reve,2nues are
of tax revenues and private capital. 

be lirked direct / to
delayed until adulthood, the-,' can rarely 

fooo 	for training.
food-assisted capital generation. Using 

i mpro inu human capital. oftfers a petteranother vJay of 

cost 	recovery, because income increases come
 opportunity for 

earl-ier. 

.) Food Aid as Income SLlbidv 

to save and invest tood or moneyA4 comnunity decision 

but also accelerates iona­administration,complicates program 

Food aid programs, by providing substantial term develcopment. 


family income, make it possible tor recipients and
 
subsidies to 


wi thout being forced to
to accumul ate capital,their communities 

not
 
reduce their current consumption. Poor consumers who do 

can save only by consuming less. Linking
receive additional food 

current rations,
initiation of food distribution. or increase of 


o food aid and eases the task of 
to new savings improves impact 


programs.income-oriented 
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5irce oo0 for work is generally1gvtiver: to very poor, 

seasonally or pemanently unemploved, workers. it otten ados 

income. MCH distributions provide similarsubstantial1/ to family 

though amfloLulntS are usually smaller.
subsidies and School Feed.ing. 


does the saie. I+ the worker and family were survi%.ina tor the
 

whole year previousiy. they now do better witr, t-ne added reai 

income.
 

'al level has
There will be man- situations where the sur,. i 

ano capital

been so precarious that any thouqnt oi savinqs 


not always the case.
accumul ati on seems aDsurd. But this is 

income ieveis and the 
PVO s should routinely e.,plore initial 

subsidy. The wacre and Curation 
percew-,tage increase yielded b-/ the 

of thne subsioa.. 6v e=-timating
of the work will d'ermine the 	size 

above which sa,.inc is possible and 
a minimum annual taalv income 

in-torMedcommunity can make more
acceptable, the FVO and the 

about the wisdom ot tryi ng to accumulate capital.
decisions 

estimates torce attention to the 
Though 	 rough at be-t, such 

between relie+ and development. The iamilv with 
distinction 

or saving, and in'-esting. no
 
little 	potential for borrowing 


One that can postpone 
matter how self-reliant, receives relie. 


to use savings productivel-y. has
 
consumption temporarily, 


to the path ot development.
 

some 

mo,'ea 


are often forced to borrow Tor survi.
Very poor families 

at may seem cruel. it ISthe notion saving 

fooo and combired withl 

Thouoh 	 introducing 

less so when accompanied by.supplementary 

other capital fund 
the possibility of creating a credit union 	 or 


pavment.s trev ar-e
 
that can eliminate the exorbitant interest 

probably ma,ing already.. 
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an aceptable initial
With information about family incomes, 


and the proposed food aid suhsidv, planners
minimum income level, 


can estimate possible savinqs. For example, it $1,00(- is the 

minimum acceptable yearly income for a family ot four, and most 

nefore distribution begins, anfamilies have about b900 food 

(a 15 percant suosidV.!annual distribution of $-135 worth of food 

-.ear and still permits continueoallows savings of i.35 per 

corsumption at the a6reeo minimum acceptable iehi. rhouoh the 

savings may seem small, revolving loaf, fund projects otten lend 

similar amounts. 

TorThe foregoinq illustrates a method and approach 

assessing the feasibility and desirability r1- usino -roon as 

capital. It does not dictate an,, particular cecisien , out 

provides a useTul tool for decision-aiaking. Clearly. ii poor 

to capital for incoGre-generatingpeople hiave other access 

project --or ea,&.mTple.activities. a separate revol'.ing loan tun 

use of food aid as capital may be less important. E.en Witrott 

-
from too low an inci-m.,e base. totalsuch access, if they start 

the f0o0 aid subsidy may still be oesirabIe.consumption of 

in which availabiiitv ot a foodNe',ertheless. there will be cases 

saving possible and desirable.distribution program makes 

4) Inccrne and Substitution E fects 

aid as capital also requiresFlannina to use food 

It is well establisred that. in
reviewing consumption patterns. 

net increTental impact o suppleffentar. ioodmost caseT. the 


will be less than trie
on family food consumptiondistribution 


value of the food receivcd. Even if the family consumes all of
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tne subsidy, food purchases are 1ikel-, to decl.ine. wit.- savings 

used to buy other items for consumption. Lare-ui review OT 

information may even s uggest that part of the irjcrease r -al 

income will, without further action, be savec. Ei-;amiration will 

also reveal rhe "competition" of othe- products that rrke 

e. ,:ouragernent ot savinas more difficult. If +amilies s_en li::el., 

to use increased income to pay school fees, +,tr e =.api-,this 

creates a different conte-t for program decis'ons thar it threv 

are going to buy beer. The orogrammer ma e no abouzleed .1uo2met-

what bereticiaries should do. Sharing ar~al.sis of cOn-_'.T o" 

patterns wi-it- communi t1eP can help themae Detter oc: 1 ns. 

5) Encouraging Saving
 

Title 11 programs generally require cer-cain ber.avicr os
 

a condition .±or receivina food. In FF,'J rtrcec:.ale
or 

everybody understands that one must -or[ or ter-e-- I I be no Icoo; 

payvment. Mothers participating in MCH oroiectl. all oer trie 

world, have their baoies oeighcJ- ano si' thro.r, varios 

education acti .'ities. While Tian. Tlotr o so H 'itnOutt.jod 

distribution, all [now that these thinos must be dore -,r thev 

wiil receive no food. The use of ritle ii fooc as "incenive.' 

wideli ac:nowledged and accepted, mea.is that -c,, d aid r:tluences 

conduct. It makes more 1 1 kel y certain ceavi :rs that De-ccpi e 

initially cannot aftord or have little cesire to start.
 

Savino and investino are the behava Drs tt at must ze incre-ased. to 

maximize development impact ot ritle II activt.IeS. be:ause these 

behaviors can be snown to produce impro.'eo we: fare in :he long 

run, they are sometimes easy to bring about. 1n the oter hand, 

the wel1-krnwn and understandable short time h--or-izon o' many poor 
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people dis-courages savino and increases the difficulties ot
 

intluencing behavior. The appropriateness and teasirillit. c­

using donated food to increase savino and in-estm.Tent cepend or,
 

the contei;t of each -itle 11 project. but should be czonsideeo. 

Identitying the specii'ic incentives and acti.ities i ielv tc 

produce the desirCu result will present new cnaller.es to .ood 

aid programmers. 

Uisino litle Ii to buil capital require- reco-Lin n­

accepting that family food consumption will not incea 0.. tns 

fuil value of the -ood distributed, it also mieans. i1 ctfarci:no 

more or donated food and settin_ the increased re.eru5E asle 

as capital are not acceptable. that recipient- wil" ra.e to sa.e 

in other ways that do not -ormallv increase their c.er:ts -or­

+ -,od. 

In Indonesia, tor example, MCH roqram particiatlon 

requires payment of dues to a mothers' ,-3oup , With Jart 0+ -re 

revenue used as capital for small i, come-generatior roiect . 

recent evaluation suggested that the MCH prcgraf- be Lin-1.d to 

formation o- credit unions, ,iith receipt o- -od c ,iticone] on 

regular deposits. Special education activities will ta reu.iirec 

to assure that deposits continue after food aid sto-c', but thi­

initial link ing of food - nd saving accelerates the ouilding ci 

strong credit unions. 

iKenva and Senegal projects, nobi being p'.anneo. propcse z% 

lend food to beneficiaries, with repayment and inte--est in linc 

creating a permanent "food bank" that will tinance cuitivatior,. 

storace and other productive activities. Any objection that 
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regulations require near-tree distribution to infldivinul tamiliL:s 

and prohibit demands +or repayment. may be accommodated Q-W giving 

the fcoo away on condition that recipients con-,trl bute 1o & 

"COmmunit./ capital -uno." This can then be u=_ed to buy food. 

Because the Kenva target area ha= a lono tradition ot free 

labor i-or cour1nmLnitNY benefit, planners rejected convent,onal use 

of +cod as wage_. Trieir proposal to uae donatred fooo] as a 

".Zomnunity rewiard." by putting it into a iooo Dank. a.' ore=erVes 

intec ty ot the [raoitlon. b) builds communitv soiiari_. .n0 

c) creates an important resource for selti-sustainir g Oeveicpm sz. 

V~bviou,_=l y the value of the food bank or- relatied caoital 

fund depends on the a.mount of -food contributec and ilie ouratioon 

of food distribution. Five years of cntributions e~a1a1ino 

Lwenty percent ot anfn ual ObS ,'al ue r cei vedal for ewiallI e iil 

build a fund equal to that assembled in two --ears o- fIftv 

percent contribut:i ons. 

Fhvsical accumulation or a food reser'e as capital, tnoLgr, 

more costly than putting money in the bank. provides protection 

a ainst inflation and food shortages. Lendina iood. instead of 

giving it away, also allo-s a given reserve to help Tan., more 

families. During emergencies, the food bank can easil be 

converted, with donor help, into a arant fund for ,Ta.Lntaining 

consumpt i on. 

These illustrations reflect the conceptual framewjork for 

planning more developmental uses of i,od aid. If traditional FFW. 

MCH, and School Feeding distribution practices must be pr-=.erved, 

savings will have to be generated by modi-t-ying the eligibility 

conditions for receiving food. New school feecing projects, for
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e.-aple, can insist that parent grcups collect lUeS. It this 

secrns inadvisable, they may be asked -o Plant oardens and 

contribute part ot output or net p, oceeds-, an approach already 

common. Once the general principle of using -rood as an incentive 

for capital accuf, Lulation is accepted, the challenge is to design 

conditions, consistent with community interests, traditions, ard 

capacity, th t can implement this approach. 

Where poor -fami lies and iandl ess lauorer=_ arE L t 

borrowing at high interest, ano repaying: the%, often understand 

quickly the advantages ot using food aid to provicle themseLe= 

with access to lower-cost capital. If the possinilitixzs tor usinc 

savnnos are attractive enouoh, tood aid may intl 1uence eha, i or 

more easily. FBut motivating recipients to postpone coneu=moticn is 

more di: icult. when the use of ,_a: is to Droduce in.-cTreinc= 

instead of buying (e.g.) radios and television sets. 

While money capital is more versatile, a rood bank or other 

source of in-kind capital meets most neec- s of low-income 

benefici;-ies. The street vendor Wo gets litle II tood. frcoF 

example, can buy more stock to sell, Lecause less money is needed 

to maintain famil, food consumption. -the farm ;amilv that 

receives food as an inducement to terrace land. plant trees, or
 

beoin cultivating a resettlement area, eats the wori:ing capital 

while waiting for the return on investment. 

6) Lendcin vs. Giving 

Using food as capital achieves amore aevelopment impact if 

the local organization lends it instead of giving it away. The 

revolving fund principle applies to food aid as to other 
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community development projects. and impiies two separate
 

programiniq steps: 

a) includinq eiigibility conditions tor receivirng tooo 

that yield a capital fund. and 

b) Organizing and managing the capital tund to a_=sure 

that repayments maintain the +und and cover operating expenses. 

including losses -irom bad debts. 

In tamili-oriented projects, the sc-ona step helps tamiiies 

use the money in ways that maintain c3pi-al intact. If all 

the chic :ens are eaten, -or eXairple. there will -e no more. .iltri 

;-1ore careful management, and limitinq ot isrimediia e consuL:rlption, 

there can be more chickens or more Inccxne y. WierarentlWith 

high-Fisk innovation, it ma,/ seem -air t-, start my Civinq food tco 

reduce risks. Eut this ahould Or, Iv be doie With cIear 

-nderstEa.ndino that, i+ the inveefment tu.-n= out -Jeii, the 

innovator will thereafter be expected tc borrow tor an. 

additional capital needs. 

These ideas will come as no surprise to FYCV s that 

co.1laborate in credit union, revolving izan fund. income 

generation, and similar activities. What ,ranv seein to ha.'e missed 

is the great potential offered ny Title il programs as Z way to 

accelerate and increase accumulation ot caital funds. iriouoh 

!oan funds and credit unions frequently expand capital by 

borrowing money, 1-ew do so by using Title Ii to "borrow" I-oo, 

though doing so requires no repay,;ent. Wnile full monetization 

miaht be more convenient, integration ot f-ood aid into existing 

economic development work, for e,,ample, can be accomplished with 

little increase in administrative complexity and without 
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jeopardizing the self-help approaches of the projects. It, as 

seems likely, regulations are reinterpreted or modified to make
 

direct (e.o.j monthly distribution to individual families 

unnecessary, so that donated food can bt added directi'y to stock 

of a community cooperative food store, for example, the 

administrative burden of ritle II ac:ivities, will diminisn 

-urther. here are many wavs to assure that donateo tc.oa acn ie es 

the dual gcals Of building permanent caoitai anc increasing 

cons-uLMpti3n by poor people. without distributing it i traaitional 

ash ion. 

the Feru "comedc;-es tami iiares" k-fami lv dinino rcctres) fitie 

II project illustrates the already Qreater -fiexiDilit, ct 1-o0d 

use. Groups Of 1.:71t) urban tamilies oroanize to cook cDTI unall.. 

Each famil'i then buys the meals it consumes. nut the crogram 

lowers the +amilv food cost burden b, volume ourchases, -eouceZ 

Waste. fuel savings, and treeing inotners t-or oaid worL. Infusions 

ot Title II -food to groups. rather than to ir"di1Vi oLIal tc-jrilies. 

have proviced working capital and he.ped the grcups Deeorie SeIT­

sustaining. LieCaUse family meal payments co-ier recuLrrFno costs 

and deprec:ation, the low-cost collective arrangements soon 

become Sel,-supporting, when Title iI accelerates the process by 

easing initial capital purchases.
 

In Morocco, Title II food goes to training s-chools. where 

meals for the students are prepared with the donated Ifood and 

ingredients bought with school funds. Used in this wa... iood aid 

is reducing the schools' cost of feeding the trainees. The 

resulting savings, while not programmed e*-:plicitly, cculd be used 



to buv. more capital equipment that can contribute to increa=-ec 

. .
trainee earnings. it the schools car, sel oroduct maec b, thne 

S L;-Jrelateo :1 tonG. anotrainees, a common acti,. .ty ir project 

costs. title Ii food will have ger.erated p-roductive.recover 

self-perpetuating investment. 

In 6ire. litle 11 too is being given, tea,.oorarilv, to a 

toooprivate firm +or use in a processed weaning +$oG. 1he.e 

to sell at a lower orce. lh'ev alsodonations allow the coman. 


reduce the compan- s neeci to save or bcrrc.w for Fe in-.escment
 

that would have beeSn required to build sale_. re naaher sales
 

reduce unit cost and price enough to allow the lov,er 0rice to oe 

l-e TJOO WV11i Demaintained, without continued +ocd oonations. 

group at lower c.D-t. Si mul 1_aneousl '/. theconsumed bv the target 

compan-y has been gi ven an incentive to Tanuacture the ,-jeanino 

food, by re.-iching higher -aies with a lIater investment. 

car oeThese projects illuatrate wa's :n jr.icrl fcd _-iOl 


de.ebopment resource.
converted irtz a much mc-a efcective 

Donated -fo0d becomes a source ot permanent deveI opment i fplct 

when a) -food is vieiJwed as caoital, and o) Title II uuideiines are 

lin[, g of +ood distribUtion withinterpreted to per:rit the 

e.-;pansion a cap,.tal.organizational arrangements that asstre 

7) Frivate vs. Comrunitv Capital 

There are two basic mooels -or L'Si31na te'o'd to buld 

capital. In the family-oriented model, savings result Trom 

e&,cept the uond, tions requirea to receiveindividual decisions to 

aives -rood in OLuLh. tofood. Tie more communit- oriented approach 

and use the a community organization. The decisions to acceot 

+ood as capital are then made by the community. 



F'roaram etiort- to intluence savings behavior L3v requir:ng 

(e.g.) club dues or credit union deposits as a condition tor 

receivinq food limit individual free choice no more than other 

stipulations, such as.planting trees or attercing nutrition 

education classes. Although the savings requ.Lrement rcsembles 

monetization. since the food is exchanged ior money pav, erts. 

this "indirect monetization" dii+ers snarpiy trom the sale ot donated 

food on the open mar:ket. 

Commercial sales, the typical monetizaLion methoo. benetit 

rich more than poor by lowierinQ prices to all. Re'e.nues Ljo to the 

government or, when FVO's monetize comodities. "o :he.: 

Title II is used to supportagencies. By contrast. when 

accumulation o- capital -tor recipients' reneTit.. o-Jithout 

monetization, proceed-- are returned to the purchasers tV~em5-,i yes. 

They retain oL.nership cf their TuLidS 'e.g. oues. de.o-it - aid 

perhaps earn interest, though not all can Lorrow siul:Ttaneousi,.­

to generate further inctme. 

In the -,ore CotiLTiLl tv--o riented ,fodel T-here isTcaO not 

directly distributed to bene-rici sries. the +,2cd ti -t ,e.cmes 

capital by being given to a LoiCnTml-Urt'./ or_anization Ii- qcantit". 

to form a capital fund. mhe food finances FFW ano otner 

thet-eoy iaintainingde-.e]lopment projects that "pay their -jav," 

capital intact. The rganiza-ion may seil the -ood ini:iallv to a 

target group at less than marl:et priLes. While this policNy 

fund. it conforms more closeil,, to thediminishes the capital 

that donated food be cor-umen immediately.legislative intent 

Since a larger price subsidy increases the txi.e needed for the 
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Capital fLnd to reach a specitied level. olanners must consider 

the traoe-otis amono size of distributions. consumption and 

i n,.etsmen r. 

Hanv di fferent variations and combi nations ot tne two moocis 

will occur to FVO and community planners. rloices -epend, f irst. 

on de,.e]opment priorities and then on the project -onLe*'t. 

[his Report is not an advocacy! Document *-_-io the- use o+ [izie i1 

tocd = caoital. Doing so is not inhe-enti . better tna- other 

uses. Hoev.er, the possibilitieS Tor EUlIinc per, arfeltili al 

in this way remain rlativel, une::plored ard ,,eri lL er',u­

consi derat ion as a means t-or achi evi no co'. el opmert ioa I 

rhe OLestions to Hs. 

The oesi an of devel opment projects. eseci 1' tnose with 

heavy communit.i participation, le:ends c- t.ne -ocini, litca!. 

= economic,* and cul tural ccrte;:t _ ot the p.,cjct area. 1..e anal ,tic 

irainework for Title Ii proiects trat use ro.oD as capital. tFinoUr-I 

it includes consioerations rele.a-nt to an', prolect n.vol ,iri 

in,,estfnert and cc -,t recover'., ref ects ,e ,ariar. - a1tinc ti y' 

to t-od Use. In decidlna -.-,ether to 12 =-E? ca., ta; . arid how 

to do so, questions such as the to11owFin are u -t--l: 

1) Are the levels of fami 'v income ana food cornsuTption 

among the target uroup high enouLoh to ma.e some savino ot 

resources a reasonable option T 

2) Are target group families accust--,ed to uorrowing and 

parpDses and at what interestrepaying loans and, if so, for what 

rates? 

3) Are there individuals or groups willing to sacrifice 
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n 

pre-.ent conmumptioF for future income
 

does value ot tne
 4) What percentage of family income 


proposed food distribution represnt 

5) In the absence of eftorts to use +oc0 as capitai how 

would the proposed increase in real income be soent :' 

b Is the community likely to contribute 1ood I-or 

ir local source= 
to the most needy and vulnerable.distribution 

tor donatec food 7' can eventually substitute 

the oonated food i= not distritutea ci rect T-or
7) I: 

ifmn-ediate consuTption oy poor people. is there an aiterra Ye 

still adequote fooo ccnrsumptir:n
that can build capital and assure 

by the poor 7 

r.OLid ne riost etTectivemethod ot tood distribution8) Wnat 


or coital 7

for generating family corrmunit-

felt needs tor public imz:ro;eenta- or 
9) What 	are the 

might be %illii ng to pay.., user cnzrges cove-i rhJ UoS.
whicr people 

that can be built as FFW projects 

, 

It there are other possi be FFW proects that u._- not 
o)W 


T-romhow can 	 revenue Oe aenaer aled 
beriefi t the coMTEuni ti di rectly, 

them and shared with it 

and other income-prcdUUin­
11) Can 	 profitable agricultural 

opportunities be identified 7
 

to 
12) Is there a Community organization that can be helped 

nd co!iect 
sell or distribute food, administer a loan fund. 

or user charoes fior intrastructure imur,eiTent : 
ta~ies 

of donated food by coTTiunity prooucti cn 
13) Is replacement 

or income feasible within a reasonable tiTre 

14) Where new productive activities 
are to be encouraged, 
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are the risi-.s to recipients great enough to justify initial 

oivino ot tood bef-ore introducino more ri orous reouirefrients 

(e.o. 	I borrowing)? 

15) If food or money is to be borrowed. how will repayment 

be assured ­

]) If f1amily income increases throuoh proouctive ativit'-. 

Tikel Used the comaron ooid oris part o-- the increase to be tor 

of the most neec,,+or improvino weitare 

17) ire there existing de-,elopment activities in vmich 

integration ot tood aid can increase impact 

These quEe=tions emphasize that develQpmental useS o-r foo 

car. oe more complicateL to plan and administer than cor.ertio'al 

for- F'YL) s coscerred toTitle II activities. Thev are critical 

move alonQ the continuum trom rel ie-f t o sel -sustai ni r 

an information taT:&5ede.eiopment eforts. Tne answers provide 

goUp-S, identi+-vinn training anCplannino i-ji:h comiruni tv 


and determinro ways to get tne

technical assistance needE-, 

highest developiTient return from Title II food. 

to make food a..ailaei i;Many projects -jill continue 

schol * LJhil1etraditional wavs, such as monthliv pac-aues or in 

impact b. addirng new el . bi itv conditions
enhancing d-,el opment 


UtFners can test the limits

and complementary program activities. 


of Title II LajidelLnes \v proposing new wa-s of using donarted
 

bank. the self -supporting comrmunit1 Oin.rio
+ood. The food 


store, arid {c-oo donations tc or.v'C
facility, the cowmmnity food 


il1lustrte navel
 or c.,inmunitv' food processing operations 

approaches already receiving favorable corsideration. 
because
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these approaches eventually increa--e income and dematnd ior to0d. 

they will not diminish incentives tor local production. Use ot 

1food as capital ,a even increase production inc-r-ives. iT it 

leads to ureater -tockino of- food. 

The Use of fooL3 as capital is an imoortant development 

approach tor achie-.'ing communitv self-sui-TiLciency, however 

It is also the only wa,, ,mo=t de.elopio countr.delined. 

cnate lood in QuolicC.ernMT;tnts are lilelv to replace 

prograns. as increa-sed local i nco:mee oenerate r, itr taA; 

ot -z.D aid Doses little threat torevenues. De-vEl opTental use 

it car. iree mainvcontinuation of Title II programs. Aitho-igh 

self­cormunities from dc-pendence on cas-ated tood. natloal roo 

suft ici eF,c rests on man,,, tactors beyond in-l- Iuence 0-r FL 4&!'. 
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