INCREASING THE DEVELOFMENT IMZACT CF FOQOU wili

b '

vames M. Finesg

RAaency ot International Development Januvary, 13787
Westiinaton, D.C.



EXECUTIVE SUMMARY

Food aid now contributes to development b creat:noc or
1mproving physical and human capital, largelw through activities
thet accompany traditional HMCH, Scnool! Feedinc amd Food tor Work
FFW) food dicestraibution. However ., prolectz rarely 1nstitution-—
alize the maintenance and growth of capital resources or use food
aid directlyv to estabtliceh capital fumds. wme a reculti. =
development activities are seldom intiated aster +0ou
distrabution ends.

# durte diftyerent approach, uzing fooc ac cepital. otters

s

a oeiter wav to mwltiply the development 1mpact o icood aid.
Modss w1y =l1gability requiremente for recer+1na tood to include
pevinag club dues or depositing mone. 1in a credit union. for
erample, creates a tund that can become a permenent souvrce of
capital for productive activit:es. lncreasing teneticiarv
payﬁents tor the tood achieves the came resutt, 14 the i1ncresmsntal
revenue ic set aside for loans to beneficraries. Using food aid
to establicgh a community food bank or other 1n-kind fuand also
establiches a capital tund. These examples show that Title 11
programs can 1ncrease capital without monetization of the donated
food.

Use of food as capital requires savings. Initietien of food
distribution provides a substantial subsidyv to 1ncome of most
recipient tamilies and males 1t poezitble vyor them to save without
reducing current concsumption. Increzcsing the food ration in

€.1s01n9 programe does Lhe zeame. cpecial motivetion and educstion

activities are usuellv needed to assure that part of the



inc-eaced real i1nccme 1 saved. I+ 1nitiatl tamil« 1ncome 1= too
low. encouraglng savinas mav have to be deterred. but this 1¢s
leess common than FVO s often assume.

Freservinag and increasing capital also requirecs
1dentification of private or commun:i:ty projects that wili produce
enough revenue to rec.over their coste anag add to the capital
tund. User charges. contributions and taxes help communities to
maintain capital. When capi1tal tdnils finance prilvate product:ve
activities, repavment of loans 1S ezcenti1al to kezp Zap:tal
1ntact.

Rlthouoh Title 11 Guidslines favor direct agistribution,
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1mmedl ate consumption, and low pavments ftor gaonat " S00. €
cuw rent projectes thal vee tood acs capital show that slternative
approaches may be «cceptable.

Using food as capirtal 1= no penacea. HNewvertheless., YO =
thaﬁ give the approach more cerioucs cones:deration will find many

usetul alternatives tor using food aid to help achieve their

gevelopment goals.
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Food aid can be used to generate lasting and selr-
sustaining benetits for i1ndividual and community raciprents.
Current efforts to 1ncrease development benefits feom FL 48¢
Title Il programs uzually involve modifwvimg the actiwvities that
accompany traditional MCH, School Feeding. and Food for work
tFFW) distributions. Though very useful. resulting 1n 1mproved
health and nutriticen and socially beneficral FFu-supported
constructicn, thecse ef+ort§ simply appiv good development
plannming to programs that happen to use donated food. (hev rareiv
change the way food itself is used or distrituted, and i1nvolve
littie svstematic effort to i1nstituticasl:ize the maintsenance and
arowth or capital resources. There 1s evern lecss attempt to usze
tood aid directly to establish capital +tunds.

This approach to using tood as capttal combines the
distribution of food to families or communmity groups, with
services and conditions that encourage productive activities.
Fhysical capital or improved human capital mav result, but few
projects include plans for preserving and 1ncreasina capital
funds, to assure continued benefits after food distribution ends.

The résulting impact of most current ectivities may be on

the physical condition of beneficiaries (™improving hbuman



capital”), as 1n MCH programs that promote tealth and nutrit:on.
or on their géneral welfare, 1liustrated by Food for Work (FFW
projects that generate new roags., 1rrigatior vacil:itize, ang
other phvsical capital or infrastructure ;n recipi=nt
camnuni ti1es.

virect distribution of food accompanied by no other
activities, though generally callec "relier”, helpz keep neople
alive and thereby preserves human capital +tor later devel opoent
activities. 51nce, even 1n manwy rellet Crolects. moOSt recip.ents
Zan participate 1n zome complementary activities. i1ncrzasing
development 1mpact of +tood aid tvpically reguires L ograminl 5ig
these activities and the resources needed to esecute them

effectively, to increase capital temporarily.

maintenance and expansion of cac:tal, either bv inursducira

gdifferent activities and concit:ion

. Or by using icod dilsestly Lo

tn

create a capital fund that serves thne came purpose. For e.ample.

using tood to establish a revol /i1ng ftung Yor small :ncome-

generation activities mavy provize more benerits, 10 the lang run.
i

than giving ftood as wages tec support buiriging of & bridge. lncomne

vwsed to repay loans from the re.olving fund can be uzed for wore

in

loang. Only 1+ the bridge 1< lirked to collection ot tells or

deces 1t prcvide a permanent benetilt.

u

taxes that recover 1ts cost
The revolving loan fund, or the bridge accocmpanled by COSt
recovery, areg not always better than a traditional FFW actiwvity,
without cost recovery, but these and other alternatives merat

consideration. Eecause of the fai1lure to explore new wayes to

]



distribute tood, agencies administering Title {! programs mav be
niss1ng opportunities to achieve even greater development 1mpact.
Many agencies contend that full monetization of food ard 13
needed to encourage tetter development activitv. lhics is
undoubtedly true, since money obtainec trom selling Title I1 food
1s more tunaible than the tood iteelf. Neverthelezs, similar
develcpment benetits can be achieved even wlthaut direct
monetization ot most Title 11 food.

Tha eport provides a framework +or e:ploring devel ooment

i

possibilities of 1nnovative food aid uses, witn littie
monetization. The general principles gescribed. ror using.foou as
capital, should enable agencies adminiztering Title 1l pro,ects
to 1dentify new programming opticns amoang most constiltuencies

principles provicde a theory

14

targetted by tood aid programs. Thes
that suggests promicsing new approaches and also e«plains the

eftfectiveress of many current Title 11 activities.

Developmental Ucse

3

1) The Meaning of Development [imngact

1

Current rtood aid activities often have limited develcomsnt

1N

impact, because they do not lead to germanent, selt-sustalning
outcomes independent of further food donations. Increasing
development 1mpact often means using tood in ways that will
enable food donations to specific compunities or groups to be

phased out by a fixed date. For example, 1+ mothers 1n the

community learn to feed infants properlw emcugh to prevent severe

malnutrition, there is little need for further renhabilitation

A



feeding, though reqular MOLH distribution mav coutxnué. in this
case, the problem addressed by the program has pbeen recolved.

Continued Title Il help mav alec become unnecessarwv. i1+ tlhie
communl tv or government becomes willing and able to continue
the program Qith local resources. Familv and comnunicy gardens
that =supply food to replace Title Il doratione illustrate chis
result. [f tamiliecs or communities &achieve, malntain. anc .
continue to increaze income, the neec +cr +00C ala aJeciinas.

[n Food-for-Work, wace oavnents <tco when donated -oo3
ends and there are often no more prolectz. thouan surther =:1:d
might be uceful and welcome. Uevelopment i1mpact 1ncreazes 1+
the I'FW prceeram 1ncludes provicsions for generatlng roencs that can
be used to replace the 1nmitial project, 1: necescar.. anc also to
tinance new construction.

Many activities now supported by Title 11 amnug section «lg

1T1es.,

<

do use donated rood to support 1ncome-generating actl:
For éuample, Title Il +tooo is sometimes vzed tO reducs T
of Innavation ftor families undertahlng rew activitices =uch as
cultivating gardens, planting Lrees, or =cooting coil
conservation practices. Feood used to cusnion the riske G
productive activities like these cdoecs helo tamilies to grow more
foocd and earn nore money. These positive Gutcomes fav even Lecomne
permarent, 1t reciplent families reserve erouch monev rrom =alss

uze tood

n

to mai1ntain their i1nvestment. However, +s. such gproject
to create the capital nesdec to enable rew families to benefi1t
atter food distribution stops. Unless an independen: capital fund

has been accurnulated, new development activity 158 unlizelv ana

much impact already achieved mav soon disappear.



Title {1 projects emphasize consumption of all donated tood.
Few explicitly seek to create an investment +tuna or capital. to
be used tor continuing food distribution or cther benefits to
recipient communities. FL 480 andg reiated reguiations cor ~emplate
immediate consumption of all donateg food., arnd also discourage
anything more than token pavments from beneticiaries. (his hilas
1 untortunate, because 1t gi1scourages use ot TGOS aig to buila
more permanent capiltal, the kev to long-term. selt-suzstaiilng
development. Unce consumed. i1n most current prol)ects. the +oGa 1

nt

i
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no longer available to benefit others. Despite this apoar

consumnption bias ot Title 11, there are sti1ll ample osoortunities

it
0t
[}
r
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tor using food aid 1n wavs, consistent with the law. tnat |
capirtal accumul ation.

This FRegort cseeks to clari+v the ditferences tetween
consumption and devslopmental i1nvestment, to 1denti+y auestions
relevant tor designing capital-vriented, tood-—-supported
development projects, and to provide some mocsls tor cepital-
creating +ood aid uses.

2) Consumption vs. lnvestment

Many traditional MECH and FFW activitizss Jo create and
improve human ard physical capital. By 1ncreasing ensrgvy. at
least temporarily, the food consumed may result i1n netter
learning, greater capacity to work, and. occazionally. :ir
creation of more phvsical capital. However, most conzumption of
donated food is like an investment in which all the re.enues
recelved are spent tor other purpcsecs. It preovides a temporary

benefit, but leaves little behind. While the contributions to

)



human and phyesical capital now achieved in CorsSuMDLlON-OFi1enNted
tood programs are 1mpressive and certainly t+ar better than none.
outcomes that 1nclude new oy 1ncreased capita: Tunvs, 1N
communitias or t+amilies, build sel:—-sustaininc develcoment witihn
greater permanent benefits.

[f invested 1n activities tha: produce more revenues than
thev cost, the capital nct oniy rezurns in turl pbut mav vield
additional returne that can be comsumec or addsd to thz capites
tund. Fooo aid vesulting 10 a cadlzal +und wi.l. 11 1n.ested and
administered properly, produce a psrmanent stream or tuture toud
or 1ncome.

Investment reguires foregoing Immedldate ConsSumptlon 1n orrdet”

to save, or borrowing the savings ot others. 'NOZE Savings are
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then used Lo create capital go
produce 1ncome. fhe same principles applv to coth generation or
private 1ncome and to public 1nvesiments. The FRVi-suopor.ed

bridge produces monev t0r reirnvesthent. 11 accompasilel by user

Lt

charges or related tases that, when accumulatea over the bridge
lite, total more than original cost. While thne community woule
enjoy having a new free bridge, 1t may al=o be helpea Lo
recognize the advantayes of paying something to use 1t., theresbv
acssuring adequate maintenance or replacement . anc perhsds
furnishing capital for other new conetructicn. Understanding the
tradeof+ between consumption and i1nvestment 1= rundamental Lo
using food more developmentally.

FFW cometimes leads to constructicn +or whlch user charaes may
inappropriate, though the work 1ncreases 1nCotes generallv. For

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

ce



throuaoh tanes or contributions to the communitv trom the
incremental income. Cost recoverv becomes ezpecially 1mportent 10
the common case of FFW activities wnere worhkers buirld capirtal
proljects that benefit others. Unless the project rncluages soms
wav for the workers to share in the lcng-term 1NCome stream
tlowing +rom the completed construction, thelr modest wages wvield
them little continuing development Denéf1t.

ih

tl

csame point underl:es 1nvestment 1o human caoltal, wiiach
i, often eupected eventuelly to 1ndrease earning pcwer. Ine

tuture income stream created by the investment becomes a sowrce
Df‘tax revenues and private capirtai. but befause tihe revenues are
delayed until adulthood, they cen rarely be linked directly to

tood—assisted capirtal generation. Using tooa for tralining.

th

another way of 1mproving human capitai. offers a petver
opportunity for cost recovery, Lecause 1ncone \Ncreases come
earldier.
%) Food Aid as Income Subsigy

A comaunity declsion to cave and 1nvest food Or money
romplicates program administratiorn., but alsc accelerates i1ong~
term develuapment. Food aid proarams, by providing substantial
subcidies to family income, make 1t possible tor rec:pients and
their commupities to accumulate capital, without being forced to
reduce their current consumption. Foor consumers who do not
receive additional food can cave o=nly by coneuming less. Linking
initiation of food distribution, or 1NCreacse of current rations,

to new savings improves impact ot food aid and eases the task ot

income—oriented programs.

N~



Simce food for work 1s generally given to very [poOr,
seasonally of pe mansntly unemploved, workers. 1t orten adas

zubstantially to tamily income. MCH dictributions provide similear

U]

cubsidies and School Feeding, though amcunts are uzuwaliv =maller.
does the same. If the worker and ftamlly were survlving tor the
whole vear previousiy, they now do better with the agded real
income.

There will be many situations wnere the survival tevel has
been =o precarious tinat any thought of savingsz ang caspltal
accumulation seems absurd. LGut thie 1= not alwavs the cacsa.

FYO = should routinely explore i1nitial 1ncome tevels and tne
perceirtage increase vielded by the subsidy. The wage and curation
of the work will decvermine the size ot the subsiav. v estimating

1bli and

in
i

a minimum annual family 1ncom§ above which =sav1ing 1= pos
acceptable, the FVO and the CommunNlty can make more 1ntormed
decisions about the wisdom ot trying te accumulate capital.

Though rouati at be=t, such ecetimatesz rorce avrention to the
distinction between reliet and development. The ramilyv with
little potential for borrowing o saving, and 1nvesting, ne
matter how zelf-reliant, recelves relief. UOne that can postpone
some consumption temporarily, to use savings productively, has
noveda to the path ot development.

Very poor families are nften forced to borrow TOr survival.
Thouah introducing the notion ot caving may Seem Ccruel. 1t 1S
leses so when accompanied by .supplementary foog ana combined witn
fhe poseibility of creating a credit union or other capirtal fund
that can el:minate thne exorbitant interest pavments thev are

probably msring already..



With i1nformation about family 1ncomes, an acceptable initial
minimum i1ncome level, and the propoced tood aid suhsidy, planners
car estimate possible savings. For example, 14 F1,000 15 the
minimum acceptable yearly 1ncome for a familv ot four, and most
families have about F700 tefore food distribution begins., an
annual distribution ot F135 worth of food (a 13 percant sutsidy:

allows savings of 15 per year and stiil permits contlnued

t
]

corzumption at the agreed minimum acceptable 1ewvel. [hcugh
savings may seem small, revolwving loan fund projects orten lend
z1m1llar amounts.

The foregoing 1llustrates a method and approach ror
aszessing the feasibility and desirability ot us1ng rt0ocl &s
capital. It does nct dictate any particular gecizi1cn 4, Dut
proviges a usevul tool tor decisiorn—-making. Clearly. 11 poor
people have other access to capital tor 1npcome—generacing

activities. a separate revolving lcan tund project Tor exemple,

(]

use of food aid as capital mav be less 1mportant. Even wilthout
such access, 1+ thev start from too low an 1ncome beze. total
consumption of tne tood aird subsidy may stilli be aeslrable.
Mevertheless, there will be cases 1N which avallability ot & foud
distribution program makes saving possible and desirable.

4) Inccme and Substitution Effsct

lut

F'lanning to use toowd aid as capital also requires
reviewlng consunption pattern=s. [t 12 wetl established that, 1n

mental impact ot supplementar: {00d

most casec., the net 1nor

Iy

distribution on family food consumption will be less than the

value of the focod received. Even if the family consumes all of



the subsidy. tood purchases are likelv to deciime, witn savings
used to buyv other 1tems +or consumption. Care-ul reviews or
intormation may even suggest that part cf the 1ncreasel + zal
income will, without further action, be zZavec. Eraminaticon will
also reveal the "compertition" of other producis that Takesz

£ Couwragement ot savinaos more difficult. If tam:ilies szem likel.
to use 1ncreased income to pay school fees, tor sdampiz. this
creates a difterent context for program decics:ons thar 1+ thev

ar 01ngQ to buyv beer. The programmer nesG mMa 2 No juclment about

i1}
I}

a -

what beneticiaries chould do. Sharing sral.si1s of conz.mpt
patterns with communitiez Can help them mare setter aesilsiuns.

Title 11 programs generally requlire c2rtaln benavlinr o=
a condirtion +or receirving food. In FFW projectz. ror € ample,

evervybody undercstands that one must work or trerse will be no roou

m

pavment. Mothers participating 1n MCk ocrosect:z. all ovar the
world, have their banies weighod ana z14 throcgn varicas
education activities. While many M1ght JdO SO w1l INout to0d

distributiaon, all know that these things must he done ar thew

I'i tooc as "i1ncentive,

H

will receive mno tood. The use of Ti1tl
widely ackrowledged and accepted, means that -ood atdg ntluences
conduct. [t makes more likeiy certain ceravisrs that ceopie

1nitially cannot attord or have little cssire to starx.

Saving and 1nvesting are the behawviors trat must ze 1ncressed,

maximize development impact ot Title Il activities. Eezause these
behaviors can be snown to produce improv2d welifare 1n the long
run, they are cometimes easy to bring stout. ¢n the otner hand,

the well-~-knaown and understandable short time horizon of many poor

t
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people discourages saving and 1ncreaszes the ditticuities ot
1ntluencing behavior. The appropriatsness and teasiblilits ot
using donated {000 to increase saving and 1nvestment cepend on
the context of each Title 11 prolect. but should be consideredg.
Identi+vving the speciyic incentives and acti.:ities lirelv to
oroduce the desirga result will present new cnallerzes to toog
ald progranmers.

Uzaing Title [l to builo capirtal reguires refocnlIlng anz
accepting that family food conmsumption will not 1ndreEsse b tns
fuil value of the tood distributed. it also means, 1+ Cchardg:ng
more +or Jdonated tood and csetting the 1ncreased re.smuas aside
as capi1tal are not acceptable., that recipients wil: fave to sa.
in other ways that do not tormallwv 1ncreaze thelr pzu.meints -or
food.

In Indonesia, tor example, MCH crogram partici:sation
requires pavment of dues to a mothers’ 3UOup, with Jart ot he
revenue used as capital for small i1ncome-generatlor Drolecis. =

ram be Linked TS

Ui

recent evaluation sugge

Vi

ted that the MCH pro
formation of credit unmions, with rece1pt of +0od Condltionel on

regqular deposits. Special education sctivities will e reouirec

to assure that deposits continue atter focd ei1d stecos. but tha
initi1al linking of food and saving accelerates the asuilding ot
zstrong credit unions.

kenva and Senegal projects, neow b2ing planned, propose T
lend food to beneficiaries, with repayment and i1nte-=st 1N 11nc
creating a permanent "food bank” that will tinance Jueitivation.

storage and other productive activit:es. fny cobiection that

11
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regulations require near—rtree distribution
and prohibilt demande +or repavyment, may be
the tcoa awav on condition trnat recaipients

"communitv capirtal +und.” This can then be
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Because the btenva target area haszs & long tradition ot tree

labor +or community bensti1t., planners rejected conventional use

ot food acs wages. Theirr propcsal to uze donated tood

"zommunity reward,"” by puttirg 1t 1nts a tocog oank,

1intec: .ty of the tragirtion. &) bulldese communlty

c!) createc an 1mportant reccurce t0or Selv—csustailning

MNMbviously., the value ot the tood bhank
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oreserves

Soll13darlity. anag

related

fund dependese on the zamount of tood contributec

-+

of food distribution. Five vears O

cwenty percent ot annual roos value rzceilved,

butld a fund equal to that acszembled 1n two
percent contributiones.

Fhysi1cal accumul ation ot & +t+o00d recery

more costly than putting money 1n the bank.,

against inflation and fooda shortages. lLenginag +toocd,

giving 1t away, alsoc allows a given reserve

families. During emergencies. the food bantk

e

and

Contributiones
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o help
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Ccan
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provides

converted, with donor help, :nto a arant fund for

consumption.

Thecse 1llustrations ref.ect the conceptuszl

planning more developwmental uvses of +20d aid.
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I+ traditicnal FFW,

MCH, and School Feeding distribution practices must be proeserved,

savings will have to be generated by modityving the eligibility

conditions for receiving food. MNew schcocol teecing prolects, for



vample. can 1nsi1st that parent aroups collect dues. I+ thaies

i

2ceme inadvisable, they mav be asked *o plant gardens ana
contribute part ot output or net pr oceeds, an approach alreadv
common. Once the general principle of using -+ood as an 1nNcentlve
tor capital accumulation 1s accepted, the challenge 13 to design
conditions, consi1stent with communaity 1nterests, tragitions, and
capacity, th st can 1mplement thi1= approach.

Where poor ftamilies and landless laborers are aciustomed to
borrowing at high interest, ang repavina, thev orten undsrstand
quickly the advantages ot uwsing +tood aid to provide themselves
with access to lower-cost capival. 1+ the poss:bilities taor csing

e 101

]

cavin@gse are attractive enough, +ood ai1d may 1ntrluence bebh

in

more eacsilv. EHut motivating reciplentse Lo postpceone conswapticn i

e o croduce 1nCome

te
b

3

more difficult, when the uvuse of saving
instead of buying (e.g.) radice and television sets.

- While money capital 1= more vercatile, a rood bank or cther
sowce of 1n—tind capital gweets most neecs of low-incuame
beneficiairies. The street vendor who gets Ti1tle 11 t+tocd., +or
avample, can buy more stock to sell, cecause less money 1t needed
to maintain famiiy +ood consumption. The rarm tamilv that
receives food as an inducement to terrace lana., plant trees. or
tegin cultivating a resettlement area, eats the working cepital
while waiting for the return on i1nvestment.

&) Lending vs. Giving
Using food as capital achieves more development 1mpact 1+
the local organizaticon lends it instead of giving it away. The

revolving fund principle applies to food aid as to other



communlty development projects, and implia2cs two ceparate
recelving toug
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economic development work, for example,
administrative complexity and without

little 1ncrease 1in
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Jeoparailzing the selt+-help approaches of the procjectse. It, as
seems likely, regulations are rei1nterpreted or moditied to make
direct (e.ag.s monthly distribution to 1ndivicual tamiiles
unnecessary, o that donated food can be added directiv to stock
ot a community cooperative tood store, tor esample, the
administrative burden ot Title 11 aczivities will dgiminien
+urther. There are manv wave to assure that oomatea too2 achie.es

s1

i
u

3
is)

the dual gcals ot building permanent caspital anc 1ncr
consumptl 3n by poor people, without distributing 1t 10 wraaitional
tashion.

The Feru "comedoires tamiliares” (family diminag rcomsr litie
Il project 1llustrates the already greater flexibilit. &t tooa
use. Groups of 17 7w urban tamiliese arganize to cook communall..
Each famil+ then buys the meals 1t concsumess, dut the crocram

lowers the tamily {f0od cost burden b. volume ocurchases, redgucea

waste, fuel savings, and treeing mothers +or gaid worbk. Intusions
ot Title 11 food to groupe, rather than to 1ndivicual tamilics.,
have proviced working capital and helped the Jroups oscoms =elr-
sustaining. ffecause famlily meal payments COveEr recurring Ccosts
and deprec:ation, the low-cost collective arrangaments =Z00n
become cels-supporting, when Title [l accelerates the process by
easing in1tial capital purchases.

In PMorocco, Title Il food goes to training schocols. where
ﬁeals +or the students are prepared with the Sonated rocd and
ingrediente bought with school tunds. Used in this wa,, +tood aid

inees. The

fu

ie reducing the schools’ cost of feeding the ur

rezsulting savings, while not programmed explicitly, cculd be used



to buy more capiltal equipment that can centribute Lo 1ncreazea
trainee sarnings. i+ the schools can sell products maoe by the
trainees, & CIMNoON éct1u;£y 1 projectes warelatea o v00S. ana
recover cost=s, litle [l food will have gerserated croductive.
zelf-perpetuating inveztment.

In Yaare, Title Il tooa 1= being given., tempdorarily, to &

private firm TOr use 1n 2 processed weaning tood. Theze +to000

domatione allow the company to sell at a lower crice. lhey alsc
Feduce the company $ need to save or borrow for tng 1nvestment
that would have besn reguired to build sales. Trhe higher sales

reduce unit cost and price encugh to allcw the tower price tc o0e .
maintained, without continued focd acnations. The ro0a0 wil: be
consumed by the target grous at lower cost. Si1mul tanecusly . the
company has begen given an i1ncentive TO manutacture the weEaninc
food, by reaching higher zalec with a lower 1nvestment,.

Trhese projects 1llustrate wave 1n ~nlch focd =1d can D2
convérted 1nto a much mec-2 ettective de.elopment Fresource.
Donated food becomes a source ot permanent development 1wmpact
when a) +food 1€ viewed as capitai, and o) Title Il ouidelines are
interpreted to permit the link:ing of +ood gietribution wth
organizational arrangements that assure €xpansion or caprtat.

There are two basic mogdele +or us:ing +ood Lo build
capital. In the family-orienteg model, savings trecsult rrom
individual decisions to s-cept the conditions reguireo to recelve
fpod. The more communit.-oriented epproach gives rood 1n buli to

a community organization. The decis:ons th accent and use the

food as capital are then made by the communl €.

16



Frogram etrtorts to intluence savinges biehavior by regquir:ing

{e.g.) club dues or credit union deposits as a condition +or
recei1ving toed limit individual +ree chocice no more thanm cther
stipulations, such as planting trees or attercing nutrition
education classes. although the savings reguirement rusembles
monetization. since the food 1€ exchanged tor monev pavmente.
this "indirect monetization” diiferse snarply trom the zale or don
food on the open market.

Commercial zales. the typical monetizeticn nethoa. benevit

rich more than poor by lewering prices to ail. Revanues go to the

HH
e

government or, when FVUO = monetize comnocdities. toe Thes
agencies. By contreast, when Title II 1s used to csuwoport
accumulation of capital +or recipirents’ pernevit, without
monetization, procceeds are returned to the Durchasers themselves.
They r=tain ownercship of thelr runds e.g. CUES, gecos1t=r, and
perhaps earn interest. though not all can borrow si1multanecusl

to generate further 1ncaome.

In the wore communlty—-oriented model whers vC>Z2 125 NOT

n

directly distributed teo bsnericraries. the rocd 1ts=2l+t pDeTome
capital by being given to a comaurity orgarnizetion 1 Quantity,
to form a capital fund. The {food finances FFW ang other
development projects that '"pay theilr wav,"” thereoy maintaining
capital intact. The organizaiion may seil the rocd 1niti1allvy to &
target group at less than market prices. While this policy
diminiches the capital furnd. 1t conforms more closeiyv 1o the
legiclative 1ntent that domated fooq be consumed 1mmedlately.

Since a larger price subgidy increases the tine needed tor the



rapittal fund to reach a specitied level. olanners must consider
the trage—otfse among sSi1ze oOf distributicne. consumption and
iNn.astment.

rlanvy ditferent vari1ations and CDleﬁ;tIDﬁE ot tne two models
wiil occur to F\V'C and communxty'pianners. Lholces a=pend, first.
on development priorities and then on the project ccntext.

lhi1= Report is not an advocacy aocument ror the wss ot Jicle 11U

it

+ood as capital. Doing €0 1€ not 1nherenti . better toan other

Lwses. However ., the possibilities vor culicing peErdfarent capital

1n this way remain relativel, uneasplored ard @meric =2rious

—
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corsideration as a means tor achlEving ceve

The CGuecsticns Lo AsShL

L1y wnhicse wWilh

i

The desian ot dewvelopment proclect=, e€sSpect
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u
—
o
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'
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e
-
.

heavy community participetion, desends ch L1he 0C1

ot the prosct area. lrne analvstac

n

eccnomic, and cul tural conte:rt
franework for Title Il projlects tihat use rodg as Ccapitel, tinouah

rele.ant to anw prolect :nyvolwi1ing

N

1t 1ncludese censlrgerat! on

oo 4.

investment and cost recovery. retiect 13caes J1Sstinctiyve

1]
X
U
5
fil
¢
i

to +ood uce. In deciding whether to wszs rood a3 caolitsel, and how
to do so, guestione such as the tollowing are usetwl:

1) @are the levels of fami'v 1ncome anc tood conzumptilon

some €aving ot

1

among the target aroup li1gh enough to mex
recsourcez a reacsonable option

Z) 6Gre target group families accust-red to borrowing and
repaying loans and, 1t so, for what pdrpsses and at what 1nterest
rates?

3) Are there individuale or groups willing to csacritice



.

pre-ent conzumption for future income

4) What percentage of tamily income does wvalue ct tnhe
propesed food distribution repiresent

&, In the abszence of efrorts to use ;DOH as capltat, how
would the proposed 1ncrease 1n rreal 1ncome be soent

&) [ the community likely to contribute to0o0d tar
distribution to the most needv and wvulrmerable. 1+ local sources
can eventually substitute +tor donatec rood ©
71 1+ the agonated fcod 1= not distributea 2ireltls TOr

1mmedi ate consumption by poor pecple. 1= there ar alternac.ve

nd sti1ill assure adequate fooa censumption

that can build capital
by the poor
t=§’ Wrat method o+ +ood distribution wouid D& oSt etTective
for generating tamilyv oOr communitv capcital
%3 phet are the felt needgs tor public imurosenents. 1o
which people might be willing to pav user Thargss Covellhd COST=E.

that can be built as FFW projects B

1) I+ there are other possib.e FEW protescts that oI NOT
benetit the community directly, how can revenus Ce gensrated tHom
themn and shared with 1t

11) Can profitable agricultural and other 1ncome-pr-oduclng
cpportunities be identified ¥

12) Is there a community orgenization that can be helped to
sell ér distribute food, administer a loan fund. and ccl:rect
tares or user charges tor i1ntrastructure 1 morovemnent

13) Is replacement of donated fcod by communilty prosucticn

or income feasible within a resazonable time 7

14) Where new productive activities are to be encouraged.
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are the rizts to recipients great enough To Justlfy 1n1tiald
grving or tood betore introducing more ri1goirous reduir2ments
{e.g., borrowing)? -

15) [f food or monev is to be borrowed. how will repayment
be as=zured

16) If familyv 1ncome increases tnrouah procuctivs activitv,
le part ot the increase ili1kely to be uzed +or the common gocd or
for 1moroving weltare of the most neecy

17) ftre there existing development activities 1n which

integration ot tood aid can 1NCrease 1mpact

[
These Juestions =mphasize that davelopmental u=ess ar food

-an Do more complicatec to plan and adminicster thamn con.enti1onal

conZerned to

n

Title II activities. Thev are criticel for FVU

move along the continuum from reliet o selt—zustaining
de.slopment etforts. Tne answers provide &n 1Rformation TaEe T

planning with comnunity groups, 1dentitylng training anc

[l

technical assistance needs, and determinlinrg wavs to g=t tne
hichest development return from Title Il ~ood.

Marny projects will continue to make food awallabisz 1n
traditional wavs, such as monthly pachkages or 10 schooi=, wWhile

enhancing development lmpact by edding new &li1gabioity conditicons

n test the limites

W

and complementary program activities. Gtnerse ¢

of Title Il Cuaidelines by proposing Mew wWaevs of using donated

fpod. The focd bank., the celf-supporting community gi10ing

facility, the camminity food store, and +oca don

h

trone Lo Arvere
or community food processing operations illustrate novel

approaches already receiving favorable corsideration. Eecauce



these approaches eventuwally 1ncreasze i1ncome and demand +or +toocd.

thev will not diminish incentives ror local production. Use ot

jond as capital mav even 1ncrease produciion 1ncsntlves, 1t 1t

leads to ureater ztocking of tococd.

The use of foou as capital 1= an i1mportant development

approach tor achiewving communlty self-curvicliency. howewver

-~

iefined. It 15 also the only way asst developing country
governments are libelv to replace acrnaetel -00d 16 cunlic

rate nhlgher tans

m

programs. as 1ncreased locval 1ncomes gen

threat to

i

1
th
—
-
rt
r
—
{f

revenues. Developmental uacse ot oo ai1d nose

continuation of Title Il programs. Althcuagh 1L carn free many

cammunl ti1es from dependence on oonated +tcod. natioral rooo zelt-

csufficiency rests on manv factors beyond 1n-lusnce or FL 480,
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