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PREFACE
 

This book had its origins in an attempt to understand the impact of development 

assistance and the economic and political sources of development assistance policy. 

My research during the 1980s on the impact of development assistance left me with 

a number of disturbing questions about the evaluation of U.S. development assistance 

policy.1 As that work was completed I initiated a research program designed to help 

understand the domestic economic and political forces that had shaped U.S. development 

assistance policy. The first chapter in this collection, 'he Politics of U.S. Food Aid Policy: 

A Historical Review," was a product of that effort. 

Responses to the initial draft of the chapter from colleagues in the administration, 

among congressional staff and professional colleagues were very positive and helpful. As 

I was revising the material Jon O'Rourke of the Agency for International Development 

Bureau for Food for Peace and Voluntary Assistance asked me if I would be interested in 

assembling a set of the "classical" papers on food aid for the agency's use. 

In assembling the papers I have attempted to provide insight into the evolution of 

thought, the controversies surrounding the food aid program and the trends in food aid 

policy. 

Vernon W. Ruttan 
December, 1990 

1See Anne 0. Krueger, Constantine Michalopoulos and Vernon W. Ruttan, Aid and 
Development (Baltimore: The Johns Hopkins University Press, 1989). 
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PartL-- Introduction 

In the first chapter in this section, 'The Politics of Food Aid Policy," I trace the 

domestic economic and political forces that gave rise to and have shaped the Public Law 

480 Program--the program under which most US food aid and other agricultural commdity 

assistance has been programmed. During the first two decades of the program it was 

difficult to separate the history of food aid from the autobiography of Senator Hubert H. 

Humphrey. During the last two decades the evolution of the program has been 

charac:erized by a growing divergence in objectives among the several domestic interest 

groups that have cooperated, often around mutually inconsistent objectives, to assure the 

continuation of the program. 

In the second chapter, "Professionals and Populists," I attempt to trace the evaluation 

of professional thought and popular opinion on issues related to food aid. Comments on 

the specific papers selected for enclosure in this set are also contained in the introductory 

remarks for each section. 

Vernon W. Ruttan 
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Chapter 1 

The Politics of Food Aid Policy: A Historical Review 

Vernon W. Ruttan 

"We have got to look upon America's food abundance, not as a 'iaoility, but 
as a real asset.... Wise statesmanship and leadership can convert these
surpluses into a great asset for checking communist aggression. Communism
has no greater ally than hunger; and democracy and freedom no greater ally
than an abundance of food." 

(Hubert H. Humphrey, July 16, 1953) 

"It is easy to rationalize our farm surpluses into international assets. But 
thoughtful people and informed leaders abroad are not deceived by what we 
say; they see clearly that we have been making our foreign economic policy
fill our internal convenience. 

(Theodore W. Schultz, August 10, 1960) 

Food aid has been one of the most popular and most controversial of United States 

assistance programs. The feeding of hungry people appeals to the most fundamental 

humanitarian instincts of the American people. It represents a natural expression of 

generosity on the part of a nation blessed--or burdened--with surplus food production 

capacity. While appearing to do good for others, we also are doing good for ourselves--or 

at least for the producers and handlers of the surplus agricultural commodities. 

In contrast to other ioreign assistance programs alternative legislative and 

administrative channels are involved in both food aid program authorization and 

administration fM . The Senate rules provide co-equal status to both the Foreign 



Relations and the Agriculture, Nutrition, and Forestry Committees. In practice there has 

been overlapping membership between the two committees. In the House of 

Representatives food aid legislation is considered by the House Agriculture Committee, the 

Foreign Affairs Committee, and the Select Committees on Hunger. Administration of food 

aid is even more complex. The Department of Agriculture (USDA) determines the 

commodities and quantities that are available; the Treasury Department sets the terms of 

the loans; the Office of Management and Budget determines if funding is available; the 

Department of State assesses the political ramifications, and the Agency for International 

Development implements the programs in the field. Interagency disagreements are worked 

out in the Food Aid Subcommittee of the Development Coordinating Committee (DCC). 

The division of program responsibility has lead to continuing tension among the 

several agencies and their patrons, clients and constituencies in the Congress, in the farm 

organizations and in the development assistance interest groups. These tensions and 

inconsistencies have been driven, since the beginning, by the need to dispose abroad the 

agricultural commodities generated by failure to resolve the contradictions in domestic farm 

policy. This divided responsibility, both in the Congress and the Administration, has 

contributed to lack of coherence among program objectives--surplus disposal, market 

development, humanitarian relief and strategic and development assistance. 

The evolution of the United States food aid program can most conveniently be 

discussed under four headings: (a) surplus disposal and market development; (b) food for 

peace; (c) food power; and (d) food aid for basic needs. In this section I attempt to review 

and interpret the events and forces that lead to the initial design and subsequent 

modifications or reform of the United States food aid prcgram.1 Although I do not attempt 



3 
to evaluate the substantive accomplishment of the United States food aid programs, the 

relationship between program impact and support for food assistance is discussed in the final 

section of the chapter. The reader is urged to keep in mind that the motives of the donor 

in giving food aid, or any other form of aid, do not determine the benefits realized by the 

recipient. Aid given with the best intentions of the donor for the recipient does not assure 

that it will be used effectively and aid given with little concern on the part of the donor for 

recipient welfare may be effectively used by the recipient. 

Surplus Disposal and Market Development 

The passage of the Trade Development and Assistance Act in the summer of 1954 

(PL-480) committed the United States to a program of food assistance. The passage of the 

Act was precipitated by the collapse of agricultural commodity prices following the Korean 

war. It was preceded by a number of less comprehensive humanitarian assistance and 

surplus disposal activities. 

The resort to an enlarged program of food aid reflected the continuing inconsistency 

between the economic views held by the dominant policy officials in the Eisenhower 

administration and the economic and political environment with which they were forced to 

come to terms. The Eisenhower administration was committed to a liberal international 

trading order based on trade expansion for the United States and "trade not aid" for the 

developing countries. Its commitment to a liberal international economic order was, 

however, confronted by a domestic agricultural policy that, in spite of deeper intervention 

in agriculturalcommodity markets, generated mounting surpluses of agricultural 

commodities. The Congress and the administration, at cross purposes over how to resolve 
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the contradictions of the agricultural commodity programs, turned to subsidized disposal of 

agricultural surpluses in the international market as a partial solution. The export subsidies 

took several forms--direct cash subsidies, payment-in-kind subsidies, competitive bid sales, 

sales for foreign currencies and direct grants justified by mutual security and humanitarian 

assistance criteria. The passage of the Trade Development and Assistance Act in 1954 and 

the evolution of food assistance policies and programs can only be understood in the context 

of the broader debate over farm and trade policy during the 1950s. 2 

Before PL-480 

The PL-480 legislation was preceded by a much longer history of humanitarian 

assistance and surplus disposal that extends back to World War I and the interwar period. 

The provision of the Act incorporated both the objectives and instruments used in these 

earlier programs. The United States had provided emergency food aid for the relief of 

survivors of an earthquake in Venezuela in 1812 and to Ireland in response to the famine 

of the mid-1800s. During and immediately after World War I food aid was provided to 

western Europe and the U.S.S.R. under a succession of agencies culminating in the 

American Relief Administration.3 During the interwar period, the Export-Import Bank 

established in 1934, had been used to promote American exports by providing loans, at 

concessional rates, to foreign governments and businesses for purchase of commodities from 

the United States. The Agricultural Adjustment Act of 1935 (Section 32) had authorized 

the use of up to 30 percent of yearly custom revenue for use by the Secretary of Agriculture 

to subsidize exports of agricultural commodities. The Surplus Property Act of 1944 and the 

Agricultural Act of 1949 authorized the CCC to sell stockpiled surplus commodities on the 
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international market at below the market price. A 1949 amendment to the Commodity 

Credit Corporation (CCC) charter authorized the CCC to barter agricultural products for 

strategic materials to be added to the national stockpile. Supplies had also been made 

available for disaster relief under special legislation, such as the Indian Emergency Food Act 

of 1951 and the Pakistan Relief Act of 1953, that included sale of surplus agricultural 

commodities for local currencies. The Mutual Security Act of 1951 (PL-82-165) contained 

a new aid budget category "defense supporting assistance" under which food aid was 

programmed. 

The American Relief Administration that was set up after World War I to provide 

assistance to Western Europe and Russia had utilized private voluntary agencies to 

distribute food and other supplies. Before and during World War II the President's 

Committee on War Relief Activities and the President's War Relief Control Board acted 

to support and coordinate (and sometimes to limit) the efforts of private voluntary agencies. 

After World War II these were replaced by an Advisory Committee on Voluntary Foreign 

Aid to assure that activities of the private voluntary agencies receiving government 

assistance were consistent with official policy. The agencies registered with the Advisory 

Committee played an expanded role in the implementation of the Marshall Plan (1949

1951). 

In 1948 the relationship with the Private Voluntary Organization (PVO) community 

was further institutionalized when the Congress passed legislation authorizing the 

government to pay transport costs in voluntary relief supplies. The Agricultural Act of 1949 

contained a provision (Section 416) authorizing the Secretary of agriculture to donate 
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surplus agricultural commodities in danger of spoilage to voluntary agencies registered with 

the Advisory Committee. This was the beginning of the channeling large-scale surplus 

disposed through the PVO's. During the Korean War, however, the government curtailed 

food and reduced its cooperation with the PVO's. When farm prices ccllapsed after the 

Korean War, the stage had already been set for the development of a more comprehensive 

food assistance program. A political constituency for food aid, consisting of farm commodity 

groups, shippers and handlers, and private relief agencies was already in place. And there 

was considerable bureaucratic experience with program design and administration. 

Packaging Food Aid 

The main impediment to passage of a larger and more comprehensive program was 

an administration that had little sympathy for the commodity programs that had resulted in 

surplus accumulation as markets weakened. The economic philosophy of the Secretary of 

Agriculture Ezra Taft Benson reflected his training as an agricultural economist, his service 

as an elder of The Church of Jesus Christ of Latter-day Saints (Mormion), and his role as 

a former secretary of the National Council of Farm Cooperatives. He "held conflicting 

ideals of individualist competition, cooperation, and humanitarianism. The desire to help 

the farmer tempered the belief that the government must leave him the "freedom to farr"I". 

The humanitarian impulse to share America's agricultural technology with other nations 

contradicted the fear that increasing foreign production would decrease American exports. 

The conviction that the hungry must be fed confounded the conviction that it was morally 

preferable to sell rather than to donate."4 
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Secretary Benson and his colleagues in the Department of Agriculture, particularly 

Assistant Secretary Earl L. Butz and economic advisor Don Paarlberg, were more ready to 

use food aid to resolve the food surplus problem than most members of the Eisenhower 

cabinet. Secretary of Treasury George Humphrey had adopted a strong "trade not aid" 

posture. Secretary of State John Foster Dulles viewed a larger aid program as a useful 

instrument of foreign policy. But he was troubled by the foreign relations implications of 

subsidized exports of agricultural commodities.5 

During 1953 the Administration initiated a series of studies designed to examine how 

the surplus disposal problems might be resolved. This included a presidential Commission 

on Foreign Economic Policy (the Randall Commission) and a subcabinet-level Interagency 

Committee on Agricultural Surplus Disposal (ICASD) chaired by Under-Secretary of 

Agriculture True D. Morse. in the meantime, at Secretary Benson's urging, the major farm 

organizations--the Farm Bureau, the Grange and the National Farmers Union--were holding 

local discussions with their membership on future farm policy directions. The Randall 

Commission report urged elimination of "inflexible price-support programs which result in 

fixed prices, open or concealed export subsidies, import quotas at home and abroad, 

exchange restrictions, and state trading."6 In the meanwhile, Secretary Benson had out

flanked the Randall Commission by securing a commitment, in the president's 1954 

agricultural message to the Congress, to propose a "set aside" of $2.5 billion in Commodity 

Credit Corporation stocks to be "insulated" from commercial markets and used for disaster 

relief, foreign aid, domestic school lunch programs, and stockpile reserves.7 
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The Interagency Committee was experiencing a good deal of internal stress on its 

attempts to resolve how food aid would be administered. "Agriculture and the Foreign 

Operations Administration (FOA) each believed it was the correct agency to administer the 

program (Agriculture because ;.t held the commodities; and FOA because of its Mutual 

Security Administration (MSA) experience; State wanted to regain its authority over foreign 

policy and to be in a position to safeguard established trade relations; Treasury hoped to 

ensure that at least part of the funds derived from sales were earmarked for the account of 

the United States, and the Office of Defense Mobilization was interested in using the 

commodities in its defense stockpile barter program.' 8 

By March it appeared that the Administration was losing control over the food aid 

agenda. Political pressure had been building in the agricultural community for a program 

of sales for foreign currencies since 1952.9 The Congress was critical of the State 

Department for failure to make full use of the provisions of the 1953 Mutual Security Act 

(Section 550) that authorized "not less than $100 million and not more than $350 million 

for the export and sale of surplus commodities to be paid for by foreign currencies." During 

1953 numerous bills containing surplus disposal proposals were introduced in both the 

Senate and the House. Senator Hubert H. Humphrey (D-Minnesota) proposed a 

comprehensive program of food aid that included donations, sales at world market prices, 

sales at concessional prices, long-term loans, sales for local currencies, trade for strategic 

materials, and grants to voluntary agencies. 10 At the urging of the Bureau of the Budget, 

the White House brought Charles Francis, Chairman of General Foods, into the White 

House to serve as surplus disposal coordinator. The incredibly naive Francis assured the 
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president, given a free hand to "get rid of surpluses", the burdensome stocks could be 

reduced in about ninety days." Francis attempted to move aggressively to dump surpluses 

on the world market with little concern for Humphrey's sensibilities about trading with the 

Soviet Block or Dulles concerns about relations with our trading partners. 

The threat that the House Agriculture Committee might draft its own legislation 

spurred the administration to paper over its internal differences. In May a draft bill was 

presented to the Congress. A slightly revised bill was introduced in the House in early June. 

The Congressional debate reflected considerable disagreement over two issues. One was 

whether the program was in the general interest or only the interest of agriculture. The 

second issue was whether the costs of the program were appropriately charged against the 

agricultural or foreign aid budgets. Both issues are reflected in an exchange in which House 

Agriculture Committee Chairman Harold Cooley (D-North Carolina) insisted, "I do not 

think that foreign aid should be saddled on the back of agriculture." Congressman Walter 

Judd (D-Minnesota) responded, "... neither should agricultural losses be saddled on the 

back of foreign aid. ' 2 This would not be the last time these two issues were debated. 

The Agricultural Trade and Development Assistance Act of 1954 (PL-480) was 

passed by both the House and the Senate in mid-June. When President Dwight D. 

Eisenhower signed the bill on July 10, he commented that the legislation would "lay the 

bases for a permanent expansion of our exports of agricultural products, with lasting benefits 

to ourselves and peoples of other lands".13 The Act had three titles. Title I authorized 

sales of surplus agricultural commodities for foreign currencies to "friendly"nations. Title II 

authorized government to government donations of food for famine and other urgent relief 

http:lands".13


10 

programs for bcth friendly nations and "friendly but needy populations without regard to the 

friendliness of their government." Title III provided authority for donation abroad through 

non-profit voluntary agencies and the barter of surplus agricultural commodities for strategic 

materials. It also provided the donation of commodities to several domestic assistance 

programs such as school lunch and disaster relief.14 

Managing Food Aid 

Following a period of intense bureaucratic infighting between Agriculture, State, and 

the Foreign Operations Administration, an executive order was issued September 9on 

establishing the responsibility of the several agencies. The Department of Agriculture was 

given primary responsibility for the administration of Title I--the sale of surplus commodities 

for foreign currency. The Foreign Operations Administration was givepn responsibility for 

foreign famine and related relief programs. The State Department was given the 

responsibility for negotiating agreements with foreign countries; Budget and Treasury were 

responsible for allocation and management of foreign currencies. The Interagency 

Committee on Agricultural Surplus Disposal (ICASD), now chaired by Charles Francis, 

would deal with policy issues. Actual program direction would be handled by an Interagency 

Staff Committee on Agricultural Surplus Disposal (ISC) composed of one representative 

from each agency on ICASD and chaired by William Lodwick of the USDA Foreign 

Agricultural Service. 

Among the issues that remained unresolved by the passing of PL-480 were: (a) what 

commodities would be programmed; (b) what nations would receive the commodities; and 

(c) how would the foreign currencies accumulated under the program be used.1 5 State, 
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Treasury, and Budget preferred to restrict the eligible commodities to those already in 

surplus. Agriculture wanted to include all commodities that were judged to be in surplus 

supply in order to prevent further accumulation of surpluses. The Foreign Operations 

Administration preferred as broad a menu as possible in order to meet the diverse food 

needs of the recipient countries. The political reality that programming non-CCC 

commodities strengthened support for the program both at home and abroad assured that 

the agriculture position would prevail.16 

The issue of which nations would receive PL-480 commodities became the focus of 

the efforts by Treasury and State to limit the size of the program and of Agriculture and the 

Colgress to move increasingly large quantities of commodities. The pressure to move 

commodities dominated policy--even to the extent that some recipient countries were 

pressured into taking commodities that they did not want--tobacco for Greece and cotton 

for India--in order to obtain commodities that they could use. The concern by Agriculture 

that food aid should not displace commercial sales and by State that it should negotiate a 

more liberal international economic order gave way to pressure from the Congress and its 

agricultural constituencies. 'The major farm and commodity interests made it clear that as 

long as surpluses disappeared, they were largely uninterested in the political ends they 

17
served."

The issue of how to use the foreign currencies obtained as payment for Title I sales 

emerged as an unexpectedly difficult problem. Proposals were made to finance agricultural 

development projects with the soft currencies. Many of the proposed uses ran into objection 

from the host country. Others were excessively cumbersome to administer. In the 1957 
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extension of the Act an amendment introduced by Chairman Cooley authorized up to 

25 percent of the proceeds from PL-480 Title I sales to be made available as loans to 

domestic and foreign enterprises for market development and facilities investments in 

recipient countries (Cooley loans). Soft currencies continued to accumulate to the point 

where concern was expressed over United States control over money supply in recipient 

countries. 18 

By the late 1950s the PL-480 program accounted for approximately one-third of 

United States grain exports and over one-fifth of foreign aid commitments (Tables 1and 2). 

Yet it was apparent that the disposal programs were not going to resolve the problem of 

domestic agricultural surpluses. The short-run impact on export demand of market 

development activities carried under inducing changes inout PL-480, by consumer 

preferences (from rice to wheat, for example) or by assisting American agribusiness to 

establish a foreign presence (livestock feed in Korea, for example) was relatively small. The 

stocks of agricultural commodities being accumulated by the Commodity Credit Corporation 

(CCC) continued to grow. Bureaucratic battles over the program objectives and size 

remained unresolved and farm organizations and the Congress were increasingly critical of 

what they perceived as excessive bureaucratic delays in program administration. It also 

became apparent to the administration that the Congress, prodded by Senator Humphrey, 

was prepared to extend the program on a long-term basis. 
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Food for Peace 

Beginning in the late 1950s a serious effort was made to move the PL-480 program 

from its limited surplus disposal and market development objectives and to make the use 

of United States agricultural surpluses into a more effective instrument of foreign policy. 19 

This transition was consistent with a trend away from the narrow security orientation that 

had dominated foieign assistance in the early and mid-1950s to a greater emphasis on 

development assistance. Both the late Eisenhower and the early Kennedy administrations 

attempted to transform narrow security concerns into support for development assistance 

by urging the view that a more prosperous and democratic world would also be a more 

secure world.20 

New Clothes 

The effort to reform food aid was set in motion when, in 1957, Senator Humphrey 

secured the authorization of the Senate Committee on Agriculture and Forestry Chairman 

Allen J. Ellender, to initiate a study of PL-480 operations and policy. The study lasted more 

than a year and included ten days of public hearings. The committee report, titled Food 

and Fiber as a Force for Freedom, was issued in February of 1958. Its major criticisms of 

the existing program were that (a) it was administered as a surplus disposal program with 

little attention to humanitarian and foreign policy goals; (b) friendly countries often thought 

they were doing the United States a favor by taking surplus commodities; (c) the program 

was viewed as a temporary effort because of the annual authorization process; (d) the 

machinery for administering the program was inadequate and the administrators 

uninterested.2 ' 
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On April 16, 1959, Senator Humphrey introduced a bill (S.1711), titled International 

Food for Peace Act of 1959, that was designed to reflect the results of the earlier studies. 

The Humphrey bill called for a revision of PL-480 to emphasize its humanitarian aspects, 

establish a long-term credit sales program, grants of food for building reserves in developing 

countries, grants of local currencies to foundations to be used for social development in 

developing countries, and a number of administrative reforms. In retrospect, the Humphrey 

proposals shaped the future of the U.S. food aid program. But they were not warmly 

received by either the administration or the Congress. 

Somewhat similar reforms had been proposed in 1958 by former assistant Secretary 

of Agriculture John H. Davis in a study commissioned by the State Department. Davis 

urged a five-year "comprehensive food-fiber program, which might be called the Food fo 

Peace Program, to be announced by the President and designed to utilize and adopt our 

agricultural productive capacity for the advancement of peace in the free world."22 There 

were numerous objections within the administration particularly within the cabinet level 

Council on Foreign Economic Policy (CFEP) and the ICASD to the Davis plan. The CFEP 

Chairman Clarence R. Randall, was worried that it would provide an excuse to postpone 

reforms in the domestic agricultural commodity programs. Perhaps the most damaging 

criticism, from the administration perspective, was reflected in a comment by Secretary 

Beason--if the administration adopted the Food for Peace idea, "it might be accused of 

embracing a proposal favored by Senator Huinphrey. ' 23 

By late 1958, however, Benson was shifting his position. He managed again to 

outflank both Randall and the ICASD by arranging for President Eisenhower to announce, 
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in his January 29, 1959 message to Congress on agricultural policy, that he was "setting steps 

in motion to explore anew with other surplus-producing nations all practical means of 

utilizing the various agricultural surpluses in each in the interest of reinforcing peace and 

the well being of friendly peoples through the world--in short, using food for peace."24 

Benson's efforts were supported by the State Department and the International Cooperation 

Administration (ICA). 25 But Randall was so incensed that he had not been consulted in 

'6advance that he considered resigning.

The Humphrey bill provided for an extension of Titles I and II for five years, long

term credits, grants of CCC stocks to establish food reserves abroad and a White House 

post of food for peace administrator. Benson, again working around the objections of 

Randall and the Council on Foreign Economic Policy (CFEP), arranged for the White 

House legislative office to forward a bill to the Congress on May 20 providing for a three

year renewal of PL-480. When the CFEP met on June 4, it recognized the inevitable. After 

some minor modifications, the White House forwarded a revised bill to the Hill (introduced 

as S.1748). 

The reception in the Congress to the Humphrey proposals were not much more 

enthusiastic than in the White House. Support for PL-480 in the Congress was split among 

those congressmen interested primarily in surplus disposal and a second group (led by 

Humphrey) hoping to transform the program into a major instrument of foreign policy.27 

The first group was lead by Senate Agriculture Committee Chairman Ellender and by House 

Agriculture and Forestry Committee Chairman Cooley. Cooley made his position 

abundantly clear when he responded to testimony from the State Department. "We are 
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primarily interested in getting rid of these surpluses and we don't care how you do it and 

under what authority. We have told you we want the commodities sold for dollars first and 

then for foreign currencies, or then donate them."' 2 

The Committee effectively killed the Humphrey proposal by taking up the 

administration proposal. Anticipating a negative reaction from the Senate Agriculture 

Committee, Humphrey arranged for hearings to be held by the Senate Foreign Relations 

Committee of which he was also a member. The Foreign Relations Committee reported 

the bill (S-1711) favorably in early August. Humphrey then adopted a strategy of 

introducing his proposals a section at a time both at the Agricultural Committee hearings 

and on the floor of the Senate. 

The "Food for Peace" bill that was finally passed and sent to the president was the 

result of a long series of compromises both within the Senate Committee and between the 

Senate and House members of the Conference Committee. The new bill, the 1959 

Agricultural Trade Development and Assistance Extension (PL 86-341) extended Titles I 

and II for two years--le s than the three years recommended by the CFEP or the five 

proposed by Senator Humphrey. The provisions for a more aggressive barter program, the 

food reserve proposals, and the food for development grants were eliminated. Humphrey 

was successful in getting a new Title IV provision which incorporated a large grant element 

in dollar sales (ten-year supply contracts with dollar payments spread over twenty years). 

At the White House the "Food for Peace Coordinator" title was added to Don Paarlberg's 

other White House responsibilities. Humphrey succeeded having the short title of the new 

bill changed to the "Food for Peace Act of 1959." 
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What inferences can we draw from the 1957-1959 efforts to amend PL-480? There 

was growing acknowledgement, first at Agriculture and later at State, that food assistance 

could no longer be viewed as a short-term program that would be phased out as surpluses 

disappeared. As this view began to prevail, there was recognition that its image as little 

more than a surplus disposal activity should be repaired. With foreign assistance becoming 

increasingly subject to more careful Congressional oversight, the State Department (and its 

ICA) began, at first grudgingly and later with more enthusiasm, to welcome its access to the 

resources of food aid which were less subject to legislative restrictions. 29 There remained 

a large gap in perception, however, between those members of Congress and the 

Department of Agriculture, who saw the "Food fcr Peace" label as a convenient public 

relations device to paper over the reality of surplus disposal, and the members of Congress, 

the ICA and the State Department who were concerned that food aid make a genuine 

contribution to development. 

New Directions 

President John F. Kennedy entered office with a much more activist orientation 

toward the role of economic assistance in foreign policy and toward the role of food aid as 

an instrument of foreign policy. He appointed a committee of distinguished citizens, 

including Senator Humphrey and CARE President Murray D. Lincoln, to advise him on 

food aid. During the campaign Kennedy had committed himself to stronger aid efforts in 

both Latin America and South Asia. He was strongly committed to both a stronger aid 

effort and to a change in the objectives of food aid. The administration also embraced a 

strong "supply management" perspective in its approach to domestic farm policy and viewed 
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the availability of food surpluses as an opportunity to relieve domestic poverty and 

malnutrition. 

The first executive order signed by President Kennedy following his inauguration 

directed the Secretary of Agriculture to initiate a pilot Food Stamp Plan and expand the 

school lunch program. His second executive order created the Office of Food for Peace 

within the White House. Former Congressman George S. McGovern (D-South Dakota) 

was appointed director of the Food for Peace program. In their study of the legislative 

history of PL-480, McLellan and Clare assert, in an excessive burst of enthusiasm, that the 

establish- Int of a Food for Peace Agency attached to the White House in the early weeks 

of the Kennedy Administration marked the formal evolution of PL-480 from an instrument 

of farm policy into an instrument of foreign policy.' 

Secretary of Agriculture Orville L. Freeman and his chief economic advisor 

Willard W. Cochrane were even more committed to reducing farm surpluses and to the 

humanitarian and developmental objectives of food aid than the President.3' In 1962 the 

administration, anticipating the reduction of surplus stocks, attempted to obtain 

authorization to purchase commodities that were not in the federal stockpile in the open 

market. Freeman urged the restructuring of food aid policy geared to meeting recipient 

needs rather than to surplus availability.32 This commitment was reinforced by convening, 

in cooperation with the UN/FAO, a World Food Congress to commemorate the 20th 

anniversary of the founding of the FAO. The Congress was designed to mobilize public 

opinion and voluntary agency support for the U.S. "Food for Peace Program and the U.N 

"Freedom from Hunger Campaign." The Kennedy Administration also moved to broaden 
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the domestic constituency for its foreign assistance policy by bringing the private voluntary 

agencies into a more active dialogue over food aid policy and their role in the Food for 

Feace program. When McGovern resigned from his position to run for the Senate, he was 

replaced as Food for Peace director by the president of CARE, Richard Reuter. 

One consequence of the changes in foreign assistance policy during the Kennedy 

administration was that leadership in food aid policy and administration was beginning to 

shift away from the Department of Agriculture-with State assuming greater responsibility 

for determining the direction and amount of food aid flows and Agriculture managing food 

aid financing and logistics.33 It was not until the first year of Lyndon B. Johnson's 

presidency, however, that major changes were made in food aid legislation. As the Kennedy 

administration agricultural policies began to achieve some initial success in slowing the 

growth of agricultural production concern about commodity surpluses began to recede. The 

agricultural interests in Congress became increasingly critical of the shift toward 

institutionalizing the humanitarian, development assistance, and strategic uses of food aid. 

In 1964 the Administration, in the hope of obtaining a quick passage, asked only for 

a simple extension, with relatively few amendments, of the Food for Peace legislation.-4 

In retrospect, it appeared to be less than fully sensitive to the criticisms that were emerging 

in the Congress. When the administration transmitted the proposed extension of PL-480 to 

the House Committee on Agriculture on February 18, 1964, it clearly did not anticipate the 

serious difficulties it would face in either the House or the Senate. The criticism in the 

House focused on three issues. One was what was viewed as an excessively strong foreign 

assistance orientation and AID role in PL-480 programming and operations. A second was 
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criticism of food aid to the Soviet Union, the centrally planned economies of eastern Europe 

and to countries considered to be within the Soviet sphere of influence such as Egypt.3 

The third concern, closely related to the first, was that excessive foreign currency sales were 

having the effect of depressing world prices for agricultural commodities. The House first 

voted to eliminate Presidential authority to use soft currencies for economic development 

grants and a day later reversed itself when Congressman John J. Rooney (D-New York) 

reported that 90 percent of the soft currencies held by the U.S. in Vietnam were used to 

support the war effort. 

Discussion on the Senate side was complicated by the fact that the Chairman of the 

Senate Committee on Agriculture and Forestry showed many of the concerns expressed in 

the House. There was on the Senate side, however, strong support, particularly from 

Humphrey and McGovern for giving even stronger weight to the humanitarian, 

developmental, and strategic objectives of food assistance. The debates on the floor of both 

the House and the Senate were both emotional and acrimonious. Humphrey, sensing the 

political tide, played a less active role than he had in earlier PL-480 debates. The Chairman 

of the Senate Foreign Relations Committee, William Fulbright, was so incensed about the 

use of food aid to support administration policy in Vietnam that he attempted to have the 

bill that emerged from the Conference committee referred to his Committee to consider its 

foreign policy implications. 

The bill that emerged from Congress differed very substantially from the legislation 

proposed by the Administration. Among the most significant changes were: (a) a 

requirement that PL-480 expenditures be classified under international affairs and finance 
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than under agriculture in the President's budget; (b) restrictions on Title I sales to 

communist countries; (c) authorization of the use of Title I currencies in support of counter

insurgency programs. 

The 1964 legislation was particularly important not only in terms of the changes in 

the legislation but also in terms of the relationship among interest groups, the Congress, and 

the administration. The Farm Bureau and the Grange, both supportive of food aid in the 

1950s, opposed the extension of food aid. While the National Farmers Union and four 

commodity groups did support the program, the strongest support was from the private 

voluntary organiz.ations. In the 1950s an aggressive Congress had been pressing a disposal 

program on a reluctant administration. The 1964 legislation clearly reflected a 

determination by the Congress, particularly the House, to exercise greater Congressional 

control and supervision of Public Law 480 operations. 36 

On October 20, 1965 President Lyndon B. Johnson transferred the Food for Peace 

office and Director Reuter, from the White House to the State Department where it was 

placed under the Agency for International Development.37 This set in motion a period of 

bureaucratic infighting during which Secretary Freeman attempted to recapture greater 

control over Food for Peace. In December 1966 Reuter resigned for "personal reasons." 

The position of director was left vacant and on March 16, 1967, President Johnson signed 

an executive order that confirmed the role of the State Department as the lead agency for 

Food for Peace. Reuter's departure reflected a trend that had begun two years earlier to 

dampen the role of the PVO's in both food aid policy and administration. The allocation 
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of Title Il resources would, in the future, bear a closer relationship to foreign policy 

objectives. 

Self HelD 

In a February 10, 1966 message to Congress President Johnson proposed additional 

changes as part of the legislation to extend the PL-480 act. The proposal included changirg), 

the name of the program to "Food for Freedom" and several new features "(1) to make self

help an integral part of the food aid program; (2) to eliminate the 'surplus' requirement for 

food aid; (3) to expand the magnitude of food aid shipments; and (4) to authorize the CCC 

to enrich nutritionally the food shipped under the program."' 8 These proposals represented 

an attempt to obtain the authorization needed to strengthen the foreign economic assistance 

purposes of the program during a period of declining food surpluses. They also reflected 

President Johnson's intense concern with food shortages in South Asia. The "self help" 

concept was particularly important to President Johnson and his advisors. It signaled an 

attempt to end earlier Congressional constraints on assistance for expansion of agricultural 

production in recipient countries. It served, in particular, to legitimize the pressure that the 

Johnson Administration was putting on India to increase its investments in agricultural 

research, in irrigation, and in the fertilizer industry and to liberalize its controls over 

investment and prices. In addition to the Administration's bill, other proposals were 

introduced in both the House and the Senate. The House Agriculture Committee merged 

the several proposals into a single bill (HR 14-929) which was substantially amended by the 

Senate. After being twice considered by the conference committee, it was passed by both 

houses on October 21 with considerably less tension and recrimination than the 1964 Act. 
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The 1966 Act was the most significant food aid legislation since the initial passage 

of PL-480 in 1954. It contained a number of provisions that culminated almost a decade 

of effort to transform the food aid from an instrument of surplus disposal to an instrument 

of development assistance.39 The most significant change was the authorization to utilize 

commodities that were not in surplus. The Act also limited Food for Peace shipments to 

commodities that recipient countries could not obtain with their own resources. Another 

major change made continuation of Food for Peace assistance conditional on the recipient 

nation's progress toward self-sufficient agricultural production. The President was also 

directed to conduct the program to assure a progressive transition from foreign currency 

sales to dollar sales or other convertible currencies by the end of 1971. The authority of the 

Secretary of Agriculture to designate recipient countries was withdrawn. In addition, Title I 

combined old Titles I and IV by providing for sales both for foreign currencies and for 

dollars. The new Title II program include the foreign donation programs previously 

unauthorized under Titles II and III. The new Title III provide for the barter transactions 

and the new Title IV contained the general provisions and definitions. 

Multilateral Food Aid 

In addition to legislative efforts, the Kennedy and Johnson Administration also 

undertook two major initiatives to institutionalize multilateral food assi3tance.40 Interest 

in multilateral approaches to food aid had been building since the mid-1950s. A FAO 

Consultative Subcommittee on Surplus Disposal was formed in 1954 to attempt to deal with 

complaints by developed and developing country grain exporters about United States 

"dumping" under the cover of food aid. The Subcommittee also attempted to formulate 
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acceptable rules governing surplus disposal. In 1958, the FAO Committee on Commodity 

Policies conducted a staff study on multilateral uses of food surpluses. 

There was little interest on the part of the United States in multilateral approaches 

until, in the 1960 presidential campaign, Richard M. Nixon urged that the United States 

should support the creation of a multilateral surplus food aid mechanism. In spite of 

opposition by the Department of Agriculture, President Eisenhower proposed, in an address 

to the U.N. General Assembly on September 22, that the U.N. study the possibility of 

multilateral food assistance. The Nixon and Eisenhower initiatives were made in part to 

counter Kennedy's campaign proposals to strengthen the U.S. foreign assistance effort. In 

October 1960 the U.N. General Assembly authorized the FAO to initiate a study of possible 

multilateral arrangements for the mobilization of available foodstuffs and their distribution 

in areas of greatest need. FAO Director General B. R. Sen appointed an expert group, 

chaired by Professor Hans W. Singer, to study the proposal. 

Although the incoming Kennedy Administration found it somewhat awkward to 

support the Nixon proposal, their embarrassment was lessened by the fact that neither the 

State or Agriculture Departments had made any effort to staff out or translate the proposals 

into policy. At the April 1961 Rome meeting called to consider the findings of the FAO 

expert group that had been set up to study Eisenhower's proposal, the U.S. delegation, 

headed by Food for Peace Director McGovern, attempted to move the negotiations forward 

by proposing a multilateral fund of $100 million with the U.S. to contribute 40 percent. This 

proposal, which had not been included in the terms of reference of the U.S. delegation, was 

cleared with the White House in a series of telephone conversations. 
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In 1961 the proposals were debated by the U.N. Economic and Social Council 

(ECOSOC). In December 1961 the General Assembly approved a resolution authorizing 

a three-year experimental program. After further discussion by ECOSOC and the FAO 

Council, a governance structure and policies were agreed on. Pledging sessions were held 

in 1962 and the World Food Programmes (WFP) got underway in 1963 with initial pledges 

of $91 million out of an indicative target of $100 million for the three-year program. In 

spite of the fact that multilateral food aid has grown at a rate of about four percent per year 

since the mid-1950s, it has declined from over 20 percent to less than 10 percent of total 

aid.4 

A second United States multilateral initiative was made during the "Kennedy round" 

GATT negotiations (1962-1967). As the negotiations were being completed Undersecretary 

of Agriculture John A. Schnittker introduced, as the U.S. price for agreeing to a new 

international wheat agreement, a proposal for wider burden sharing in the area of food aid. 

As a result of these negotiations, the 1967 International Wheat Agreement included a Food 

Aid Convention (FAC) that committed the United States and eleven other developed 

country (including EEC) exporters and importers to a 4.5 million ton annual program of 

food aid. The U.S. pledged contribution of 1.9 million metric tons represented food aid that 

it would have provided in any case. The convention provided that the non-exporting donor 

countries could provide the value equivalent of their quantitative commitments in the form 

of another cereal grain, or the cash equivalent in wheat purchases from one of the exporters. 

This had the effect of removing grain from the international market at European expense 

thus opening up the market for increased commercial sales by the United States. The Food 
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Aid Convention was renewed,in 1971 and 1974, 1980 and 1986. In 1980 the minimal annual 

contribution was increased to approximately 7.8 million tons, with the U.S. commitment set 

at about 4.5 million tons. 

In spite of the U.S. role in the development of the multilateral food aid institutions, 

its commitment to them has continued to be somewhat conditional. The strength of the 

U.S. commitment has depended to a substantial degree on the extent to which the WFP and 

the FAC could be viewed as an extension of the U.S. bilateral program. The U.S. interest 

in burden sharing stopped short of the point where the multilateral programs might be large 

enough to interfere with the use of the bilateral program for political leverage. At that 

point, the United States interest in burden sharing has tended to shift toward the use of a 

country specific consortia of bilateral donors. The United States has, however, at times 

found it useful to channel food aid through the WFP to assist refugee groups or provide 

emergency assistance to countries that domestic political pressures would make it difficult 

to assist directly. The U.S. has also expressed its leverage to weaken the role of the FAO 

in WFP policy and to provide WFP greater autonomy in program management. 42 

The success of the Administration in its effort to achieve multilateral burden sharing 

and to incorporate greater emphasis on "self help" in meeting food needs must be read 

against the changes in the world food situation in the mid-1960s. Massive transfers of food 

grains were made to India in response to the food deficiencies resulting from the South 

Asian drought of 1965 and 1966. Concern over global food shortages, was beginning to 

replace concerns about the burden of food surpluses. Rapid growth of commercial exports 

stimulated by lower prices and rising incomes combined with initial success in achieving 
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closer links between commodity production and demand under the Food and Agriculture 

Act of 1965 created confidence that the period of uncontrolled domestic food surpluses had 

ended. Secretary Freeman stressed that it was dangerous to the developing countries to 

continue to rely on United States food surpluses to meet food deficiencies.43 From the 

mid-1960s until the end of the Johnson administration, the "self-help" provisions of the 1966 

Act were used as a "short tether" to encourage developing countries to devote a larger share 

of assistance and domestic resources to agricultural development. 

Food Power 

President Kennedy did not hesitate during his campaign or his tenure as President, 

to draw attention to the threat of Soviet expansion in the Third World. During the 1950s 

food aid had been used in an attempt to weaken the dependence of Poland and Yugoslavia 

on the Soviet Union and to strengthen the governments of Korea and Taiwan. The 

Eisenhower and Kennedy Administrations had emphasized the strategic role of India and 

the importance of food aid as a guarantee of political stability in justifying the massive 

amounts of food aid to India beginning in the mid-1950s. In retrospect, it is clear that the 

Kennedy Administration's positive attitude toward food aid was due even more to the 

flexibility it gave the administration in pursuing foreign policy objectives than its value as 

an instrument of humanitarian assistance and economic development. The use of food aid 

as an instrument for political and strategic leverage would be refined and intensified in the 

Johnson and Nixon Administrations." 

An initial opportunity to use food aid to counter Soviet influence occurred when 

Algeria faced a major famine immediately after gaining independence, in the winter of 1962
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63. The Kennedy Administration responded rapidly with the largest infusion of food aid 

that had yet been received by any country. In 1962 the Administration also attempted, with 

rather limited success, to use Food for Peace to blunt Egyptian antagonism toward Israel. 

A troubled food assistance program to Egypt continued during the Johnson Administration 

until 1967. When Egypt went to war against Israel in the June 1967 war, the flow of PL-480 

grain stopped. It was not resumed until 1974 when Secretary of State Henry A. Kissinger 

saw 	 an opportunity to again use food aid as a bargaining chip to advance his peace 

4proposas.

The "Shor Te bQr 

By the mid-1960s, the Johnson Administration "short tether" policy was rapidly 

evolving from an instrument to induce greater agricultural development efforts in India (and 

elsewhere) to use as a lever to induce closer adherence to U.S. political objectives.46 

During the 1965 Kashmir border conflict President Johnson suspended financial assistance 

to India and Pakistan but did not stop the flow of food aid. But he did order that food aid 

be placed on a month-to-month basis and that all program loans of over $5 million and 

project loans of over $40 million be submitted to him for personal review and approval. 

Johnson and Freeman used the short tether policy as an effective "lever" to induce the 

government of India to reallocate both foreign and domestic resources toward the 

agricultural sector. In retrospect, it is clear that the Indian Minister of Agriculture 

Chidambaram Subramanian welcomed the external pressure since it provided him with the 

leverage he needed to convince his colleagues in the cabinet and Prime Minister Siaastri tG 

shift development resources in favor of agriculture. During 1966 and 1967 relations between 
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the United States and India, and between President Johnson and Prime Minister Indira 

Ghandi, worsened as Ghandi attempted to blunt domestic criticism of excessive dependence 

on the United States by establishing closer relations with the USSR and criticizing United 

States policy in Vietnam. Food shipments were delayed and reduced--even during the tight 

food supply situation that prevailed in India in 1967. During this period Johnson was, in 

effect, his own "Food for Peace" officer.47 

Security Assistance 

Small amounts of food aid had been provided to South Vietnam since the mid-1950s. 

In the early 1960s both military and food assistance to Vietnam began to escalate. PL-480 

shipments were used to evade the ceilings in the dollar amount of aid to Vietnam that had 

been agreed to in Geneva in 1954. By the mid 1960s something in the neighborhood of 80

90 percent of the soft currency generated by food aid was utilized to support the counter

insurgency effort. The 1964 extension of the Act, as noted above, contained an explicit 

provision to permit the use of Title I currencies to support counter insurgency efforts. 

Under the "common defense" interpretations of the Title, proceeds from sale of the 

commodities by the Vietnamese (and Cambodian) governments "could be used as foreign 

exchange to purchase war material. For a number of years this new food for war strategy 

went virtually unnoticed--or at least, unchallenged--by the Congress and by the citizen anti

' war movement. The only significant change in the 1968 Act to extend the PL-480 

program was a provision that 5 percent of Title I local currencies be made available for 

voluntary population programs. Population control programs became one of the self-help 

programs to be considered in Title I programming. 
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Although President Nixon had promised, during the 1968 election campaign, that he 

had a "secret plan" to end United States involvement in the war in Vietnam, he was not able 

to conclude negotiations prior to the 1972 electitn. Under Nixon a "shell game" designed 

to evade Congressional oversight replaced Johnson's "short tether". As the Congress began 

to impose more severe restrictions on aid to Vietnam the attractiveness of food aid to the 

Administration was enhanced. The Congress had no direct means of controlling either the 

target recipients or the specific value of food aid for any given country. If the Congress 

chose to cut back the dollar levels budgeted for PL-480, the dollar resources under the 

control of the Commodity Credit Corporation meant that the impact on flexibility of 

Presidential action would not be felt for some time.49 

The situation remained unchanged in the extensions of the PL-480 program in the 

Agricultural Act of 1970 or in the Agricultural and Consumer Protection Act of 1973. 

However, a provision was inserted in the Foreign Assistance Act of 1973 prohibiting the use 

of foreign currency funds for common defense and internal security unless Congress 

°explicitly authorized such use.5 Although this provision was a clear reflection of 

Congressional intent it had little practical significance since the proceeds from sales of PL

480 commodities are fungible. In the Foreign Assistance Act of 1974 a more meaningful 

restraint was added which limited to not more than 30 percent the U.S. concessional food 

assistance that could be allocated to countries not appearing on the U.N. "most seriously 

affected list. The Nixon Administration attempted to evade this provision by increasing the 

total level of PL-480 budgeted for 1975. 
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During the late 1960s the relationship between the Johnson Administration and the 

private voluntary organizations involved in the distribution of humanitarian assistance under 

(new) Title II had steadily worsened. The resignation of Food for Peace Coordinator 

Reuter reflected his concern that as the strategic uses of food assistance expanded the 

voluntary agencies were being arbitrarily excluded from the dialogue on food policy that 

they had enjoyed during the Kennedy Administration. At the same time the PVO's were 

being pressured by the Administration to expand their activities in Vietnam. The 

relationship deteriorated further during the first Nixon Administration (1969-73). The 

volume of PL-480 grain available for distribution declined by almost half between 1969 and 

1973 and an increasing share of both Title I and Title II shipments were directed toward 

Vietnam. While cooperating with the government the PVO's voiced their dissatisfaction 

with the increasing politicization of their programs. In spite of their reservations they 

allowed themselves to be "used" because of their dependence on government money and 

supplies. Because of this dependence most were willing to do whatever was necessary-

including the distribution of food in situations that were at best questionable and at worst 

harmful to recipients.5 1 

Declining Surpluses 

During the 1950s and well into the 1960s, there was little difficulty in simultaneously 

attempting to pursue the surplus disposal, development assistance, humanitarian assistance, 

and foreign policy objectives of food aid. The existence of the surpluses obviated the need 

to make difficult choices. As the burden of surplus commodities began to decline the weight 
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placed on the disposal objectives could be reduced without serious offense to the 

agricultural constituency for food aid. 

In the early 1970s this situation was beginning to change. By the beginning of the 

first Nixon Administration, surpluses had been substantially reduced. The Johnson 

Administration's aggressive use of food aid in South and Southeast Asia, combined with 

steady growth of commercial sales during the 1960s, had sharply reduced domestic food 

stocks. Beginning in 1966 food aid came under increasing criticism from the same 

Congressional, commercial agriculture and agribusiness constituencies that had welcomed 

it in the 1950s. 

In the early 1970s a series of events occurred that severely tested the commitment 

of the United States economic development and humanitarian objectives of "Food for 

2Peace.'6, The U.S. dollar had become increasingly over-valued. The over-valued exchange 

roles had contributed to the dampening of external demand for United States commodity 

exports since at least the mid-1950s. It was in effect a tax on exports and a subsidy to 

imports.53 This resulted in a widening deficit in the U.S. balance of payments. The Nixon 

Administration devalued the dollar in 1971 and then let it "float" in 1973. There was a 

sharp decline in world wheat production, due largely to poor harvests in the Soviet Union 

in 1972 and a drought-induced decline in wheat and rice production in South Asia. The 

Organization of Petroleum Exporting Countries (OPEC) quadrupled the price of petroleum 

in late 1973 and early 1974. The combination of rising agricultural, fuel, and other 

commodity prices triggered a worldwide concern about impending resource scarcities. It 

also precipitated a period of great instability in United States food policy (Table 3). 
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One effect of the U.S. devaluation and the decline in food grain production was to 

stimulate the commercial demand for U.S. agricultural commodities. The USSR entered 

the world market on a massive scale in the winter of 1972-73. The impact on commodity 

stocks and prices was dramatic. The price of wheat more than doubled between 1972 and 

1973. The carryover of United States stocks of wheat, which stood at 209 million bushels 

at the end of 1972 (down from over one billion bushels a decade earlier), fell to less than 

20 million bushels by the end of 1973. Land diverted from wheat production dropped from 

the all time high of 20.1 million acres in 1972 to 7.2 million acres in 1973.S4 

The rcsponse of the Nixon Administration officials to these events can only be 

characterized as inept. "In the summer of 1972 the Nixon administration pursued food 

policies that seemed almost calculated to fuel the price inflation that followed. Massive 

wheat sales were encouraged both through direct intergovernmental negotiations and 

through export subsidies. And even after the magnitude of the Russian purchases were 

known, the Administration persevered with a wheat program aimed at reducing production 

in 1973, a program developed before it was known that Russia would buy one-fourth of the 

1972 crop. 55 The effect was to stabilize the Russian food economy and destabilize the 

United States and the world grain and livestock economies. 

Within a matter of months focd aid was severely competitive with commercial sales 

and at a time of intensive concern about the United States balance of payments. Thus "at 

the very time when the global demand for U.S. food aid had reached its highest point since 

the Second World War, a combination of Butz-dominated farm policy and Kissinger

dominated foreign policy resulted in both a substantial reduction in the size of the overall 
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food assistance program and a growing tendency to allocate such supplies as were available 

' on the basis of immediate U.S. political interests." 6 A "freeze" on food aid shipments in 

the spring and summer of 1974 contributed to a decline from 7.3 to 3.3 million metric tons 

between 1973 and 1974 (down from approximately 10 million metric tons in the early 1970s 

and the over 15 million metric tons shipped annually in the early 1960s). From 1957 

through 1971 India had been the largest food aid recipient. By fiscal 1973 South Vietnam, 

Cambodia, and South Korea accounted for 67 percent oi Title I food aid. This percentage 

rose to over 70 percent in fiscal 1974. During the height of the 1974 famine, when world 

food grain prices were at an all time peak, Bangladesh was forced to cut back on 

commercial imports because of foreign exchange constraints. At the same time, U.S. food 

aid to Bangladesh was delayed under the "trading with the enemy" provisions of PL-480, in 

order to force Bangladesh to discontinue its exports of jute bags to Cuba. 7 

While Kissinger, in his role as National Security Advisor, was attempting to direct the 

flow of "Food for Peace" commodities to support the Administration's strategic objectives 

Secretary Butz was somewhat belatedly attempting to respond to the opportunities for 

commercial sales of food and feed grains by dismantling the constraints on agricultural 

production and reducing food aid. Under the Agriculture and Consumer Protection Act of 

1973 intervention to influence commodity price levels was authorized only when prices fell 

below "target levels." Butz sent the annual USDA budget request to the OMB with a "zero" 

figure for PL-480. Butz took the position that, with commercial agricultural exports at an 

all-time high, he no longer needed the food aid outlet, "If Henry needs it, let the money 

come out of his budget!" 
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By this time the coalition of "cold war liberals" in the Congress was disintegrating. 

As noted earlier the Foreign Assistance Act of 1973 prohibited the use of foreign currency 

funds for common defense and internal security as of July 1, 1974. The 1973 Act also 

contained what came to be known as the "basic human needs" mandate. It directed the 

President to focus United States assistance efforts on the functional categories of food 

production, rural development, health and nutrition, population planning and human 

resource development.5 9 This orientation was reinforced in the Foreign Assistance Act of 

1974 which directed that in fiscal 1975 not more than 30 percent of concessional food aid 

could be allocated to countries other than those designated by the United Nations as "most 

seriously affected" by food shortages unless the President certified that the us,- of such food 

assistance was solely for humanitarian purposes. 

The World Food Conference 

The tensions that had been building between Agriculture and the State Department, 

between the Administration and the Congress, and between the government and the food 

assistance constituencies were further precipitated by the 1974 World Food Conference. In 

his first major address after becoming Secretary of State, Kissinger proposed before the UN 

General Assembly on September 23, 1973 that a World Food Conference be convened in 

1974 under UN auspices in order to coordinate global action on the food needs of the 

developing countries.6° At the same time that plans for the World Food Conference were 

going forward, Kissinger was engaged in "shuttle diplomacy" over the ending of the October 

1973 war between Egypt and Israel. As a "sweetener" he made commitments that 

substantial increases in food aid would become available on successful completion of the 
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negotiations. This commitment was particularly compelling because of the high prices for 

grain in the commercial markets during the 1973-75 food shortages. The negotiations were 

completed during the World Food Conference.61 

In the summer of 1974 the United States suffered a major drought that resulted in 

a further decline of grain, production, and stocks. "By the time of the opening of the World 

Food Conference, the United States was caught in an awkward conflict among four 

competing factors: (1) the absolute supply of grain available for export either in trade or 

aid was limited by the reduced size of the U.S. crop and depleted government-owned 

reserves; (2) a World Hunger Action Coalition, composed of church groups, voluntary 

agencies, and congressional leaders had coalesced around the American Freedom from 

Hunger Foundation demanding that the U.S. increase its food aid contributions; (3) the poor 

world harvests had placed a tremendous demand on U.S. wheat and soybean crops and 

forced the temporary and controversial imposition of export controls on soybeans in 1973, 

causing growers and exporters alike to exert heavy pressure on the Administration to avoid 

at all costs any further restrictions on free market trade; and (4) inflation had continued to 

increase in the U.S. causing consumers to be vocal in their demands that the Administration 

hold the line on further food price increases. '6 2 

These circumstances intensified the conflicts between domestic and foreign policy 

considerations in food policy. Failure to resolve these conflicts resulted in considerable 

tension among members of the United States delegation at the World Food Conference. 

Butz was designated chairman of the U.S. delegation, but Kissinger was scheduled to deliver 

the keynote address. The Kissinger speech was prepared in the State Department, with no 
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input from the Department of Agriculture, and cleared directly with the President. In spite 

of opposition by a coalition of the Office of Management and Budget (OMB), the Council 

of Economic Advisors (CEA), the Council for International Economic Policy (CIEP) and 

Treasury, Kissinger had succeeded, on the basis of expectations that commodity prices would 

decline, to obtain a commitment from President Ford in the spring of 1974 that the United 

States would maintaia its financial commitments and increase the volume of food aid 

shipments. Commitments of food aid Egypt, Syria, and Jordan anto were important 

component of Kissinger's Middle East peace strategy. By mid-summer, during the worst 

drought since the 1930s, commodity supplies were down and prices sharply up. The spring 

commitment was reversed. Dollar commitments would be retained but the volume of food 

aid shipments would be reduced. As a result Kissinger was unable, in his address to the 

Conference, to go beyond acknowledging that "an expanded flow of food aid will clearly be 

necessary" without making an explicit United States commitment."'

At the conference itself delegates from developing countries took turns "blistering the 

U.S. government and the Soviet Union for 'rationing' the world's food supply." T"he U.S. 

delegation, including members of the World Hunger Action Coalition and the Inter-religious 

Task Force on U.S. Food Policy, Senators Richard Clark (D-Iowa) and Humphrey, 

pressured Secretary Butz to cable the President to approve a minimum volume increase in 

food aid of one million tons in 1975. Bolstered by his Budget and Treasury officials, Ford 

again refused. Commenting on the disorganization of the United States delegation 

Conference Secretary-General Sayed A. Marei, speaker of the Egyptian parliament, 
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commented in a classic diplomatic understatement, "I must say the Americans did their part 

'to make the world aware of food problems. " 

Events soon dominated both ideology and policy. Grain prices began to decline 

during the winter of 1974-75. In February 1975 Secretary Butz was able to announce a fiscal 

1975 U.S. food aid budget of $1.6 billion--the largest (in current dollar terms) since the late 

1960s.6s Although both Butz and Kissinger continued to refer, somewhat loosely, to the 

use of "food power" more sober considerations suggested that the longer term political costs, 

both at home and abroad, of such a policy would outweigh any short-term benefits. 

American agricultural interests, in particular, were vociferous in their objections to any 

actions based on strategic and political considerations that would interfere with commercial 

sales.6 

The major actions to emerge from the World Food Conference were (a) a 

commitment to al annual food aid target to 10 million tons; (b) the establishment of a 

Committee on Food Aid Policies and Programs (CFA) to develop guidelines for bilateral 

food aid within the World Food Program; (c) the organization of a U.N. World Food 

Council; and (d) the creation of an International Fund for Agricultural Development 

61(IFAD).

The Council was conceived as an institution that would function as a political forum 

in which global food issues, including food aid, could be resolved and action implemented 

and coordinated. It was established over the active opposition of the FAO leadership and 

was, in effect, a vote of no confidence in the FAO and its Secretary-General 

A. H. Boerma.6 In retrospect, the Council has clearly not lived up to the expectations that 
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were held by its sponsors. The issues that it was intended to address became less immediate 

as the world food crises of the early and mid-1970s receded. It has been subject to 

continuing guerrilla warfare from the FAO Secretary General's office. The stature of its 

leadership has declined. It has been unable to command either the political or bureaucratic 

resources that would be necessary to fulfill its mandate - to inform and coordinate 

international efforts to alleviate world hunger. 

The organization of the IFAD as a UN specialized agency in December of 1977, after 

three years of painful negotiations, represented a successful effort by the OCED countries 

to tap the resources of the Organization of Petroleum Exporting Countries (OPEC). The 

United States, which took the position that "we give through the AID and the World Bank," 

was coerced into participation. In 1977 an agreement was reached under which over a three 

year period (1978-1980) OECD members pledged $566 million, OPEC members pledged 

$435 million, and several less-developed countries pledged $16 million in voluntary 

contributions. The IFAD rapidly established a reputation for operational efficiency. Its 

projects, largely co-financed with the multilateral banks and FAO, were selected with a 

strong emphasis on relief of rural poverty. In spite of the generally high regard in which its 

efforts were held the IFAD experienced increasing difficulty in its fund replenishment 

efforts. The decline of world petroleum prices reduced OPEC enthusiasm. The Reagan 

administration was hostile to multinational initiatives. MAD has continued to function, at 

somewhat lower levels of funding, largely because of the enthusiastic support of other 

OECD countries and an increasingly favorable reputation in the U.S. congress.6 
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Redesigning Food Aid 

The same public and Congressional pressure that lead to the United States 

withdrawal from Vietnam also lead to both popular and Congressional pres3ure for reform 

of U.S. assistance policy. There was strong criticism of assistance for large infrastructure 

and industrial development projects--condemned as a "trickle down" policy--and support for 

programs of direct poverty alleviation. The Foreign Assistance Act of 1973 directed that 

the development assistance component of the AID program place greater emphasis on 

meeting the basic needs of the poorest people in the poorest countries. 70 The 1974 Act 

directed that during 1974 at least 70 percent of Title I concessional sales be allocated to 

those countries "most seriously affected" by the current economic crisis. In his 1976 

campaign and in his inaugural address, President Jimmy Carter stressed the assurance of 

human rights as a major foreign policy objective. 

The Congressional perspective was not shared by the Nixon and Ford 

Administrations. As noted above Secretaries Butz and Kissinger were involved in aggressive 

interagency rivalry over the objectives, the size and the budgeting of food aid. With the 

Congress continually escalating its "micro-management" of the security supporting assistance 

component of the AID budget, Kissinger, in line with his policy that nations that voted 

against the United States in the United Nations could expect to experience cutbacks in 

American aid, continued to seek ways of using "food power" as a policy instrument. Aid 

to Tanzania and Guyana was suspended in 1976 because of the votes against U.S. policy 

toward Israel and Korea. 
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A sense that the Food for Peace program was being abused--devoted to ends that 

were not appropriated--led the Congress to press for program reform. In order to obtain 

greater leverage, Senator Humphrey directed the staff of the Committee on Agriculture and 

Forestry to initiate a comprehensive review of the Food for Peace program. The review 

involved extensive field inspections, consultation with experts and Committee hearings. In 

May of 1975 Humphrey introduced a bill (S.1654) which provided for a comprehensive 

restructuring of PL-480. 

Food Aid for Basic Needs 

This time Humphrey was more successful in achieving legislative success than he had 

been in the mid- and late-1950s. A number of the proposals contained in S.1654 as well as 

several other reforms designed to direct a higher proportion of food aid to the poorest 

countries were included in the International Development and Food Assistance Act of 1975 

(PL 94-16 1):71 

" A minimum requirement of 1.3 million tons of commodities distributed through
Title II donations was established. Of this 1.0 million tons were reserved for 
distribution through the World Food Program and voluntary agencies. 

" A provision that not more than 25 percent of Title I aid could be allocated to 
countries having a per capita income of above $300. 

o Authorization for the President to waive repayment of up to 15 percent of annual 
Title I concessional credit loans in cases where the recipient agreed to use the funds 
generated for population control or food self-sufficiency programs. 

o The President was directed to seek an international agreement, subject to 
Congressional approval, for an international system of nationally held food grain 
reserves. 
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The President was urged to maintain a significant United States contribution toward 
the annual 10 million ton food aid target established by the World Food Conference. 

The 1977 International Development and Food Assistance Act (PL 95-88) strengthened 

the provisions of the 1975 Act, added a requirement that Title I food aid be denied to any 

country that engaged in gross violation of human rights (unless such aid would directly 

benefit needy people), increased the minimum tonnage of commodities available to the 

World Food Program and the voluntary agencies, and extended the Act for four years. A 

pro ision was added that food aid should not be authorized until it was determined that it 

would not act as a disincentive to local production (the Bellman Amendment). The 1977 

Act also amended the Food for Peace Program by adding a new Title III labeled the "Food 

for Development Program." The objcctive of the new title was to encourage food-deficient 

countries to undertake development projects and policy reforms that would stimulate 

agricultural production. The "debts to grants" conversion mechanism provided to achieve 

this objective was multi-year agreements in which a "relatively least-developed" country 

could receive forgiveness of debts incurred under PL-480 if it implements the reforms 

specified in the Title HI agreement. 72 

The 1977 Act also required the Secretary of Agriculture to appoint a task force to 

review and report on the administration of Food for Peace. The House and the Senate also 

passed resolutions (H. Res. 784 and S. Res 271) calling on the President to establish a 

commission to study how the United States should deal with domestic and international 

hunger and malnutrition. The USDA study provided an excellent review of the history of 

United States food aid policy and administration. 73 The report of the Presidential 
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Commission on World Hunger, chaired by Ambassador Sol M. Linowitz and directed by 

Daniel E. Shaughnessy, included a comprehensive analysis of hunger both at home and 

abroad and of the U.S. efforts to combat hunger.74 Neither report, coming in the last years 

of the Carter Administration had any significant impact on the United States food assistance 

program. They were more reflective of the poverty oriented basic needs perspective of the 

previous decade than a guide to the future. During the last two years of the Carter 

Administration, foreign policy moved toward a stronger secu ity orientation--a direction that 

would be reinforced during the first Reagan Administration. 75 

Return to Surplus Disposal 

During the 1970s American farmers had rapidly expanded their productive capacity 

encouraged by favorable prices and the expectation that the world would need and would 

be able to pay for the commodities that could be made available from North America. The 

developing countries had become the major source of growth in demand for American 

agricultural commodities. But in the early 1980s, a combination of debt crisis in the 

developing world and a heavily over-valued American dollar resulted in a sharp decline in 

agricultural exports from the United States.76 

The restrictions that the Congress had placed on the share of PL-480 Title I committees 

that could be shipped to middle income and centrally planned economies had begun to 

reduce the number of countries eligible receive aid. As resourcesto food declined 

allocations were limited primarily to lower income countries that had the institutional 

support of AID missions. By the late 1970s, the supporters of export enhancement and 

surplus disposal programs were finding other disposal alternatives more attractive than PL
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480. The PL-480 Title I and Title II programs have been supplemented by AID grants and 

loans for the purchase of agricultural commodities. These loans, primarily to countries such 

as Israel, Egypt, and Sudan, were rationalized in terms of mutual security interests (see 

Column 7, Tables 1-A and 1-B.)77 

The Agriculture and Food Act of 1980 (PL 97-98) was developed before the 

implications of the changes in agricultural commodity prices and exports of the early and 

mid-1980s were fully anticipated. The price support provisions of the bill reflected 

continued optimism about the future. The high target price levels established in the Act 

encouraged the production of surpluses and left the United States as a residual supplier in 

world markets and contributed to subsequent accumulation of surpluses. The Food for 

Peace provisions of the Act were extended through 1985 with very few amendments.78 The 

Act did authorize use of PL-480 commodities to support health and literacy programs for 

the rural poor. The foreign assistance act of 1981 (PL 97-113) reduced the minimum 

Title II volume requirements for commodities allocated to PVO's and the World Food 

Program. 79 

As exports declined and surpluses mounted in the early 1980s, however, the agricultural 

constituencies were again putting pressure on the Congress to develop other export 

enhancement programs that would offset the export depressing effects of the declining 

demand for U.S. commodities in world markets. The agricultural constituencies also became 

increasingly critical of efforts by U.S. bilateral assistance and by the multilateral assistance 

agencies to stimulate agricultural production in developing countries that might compete 

with United States agricultural exports. The Bumpers Amendment to the Foreign 
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Assistance Act of 1986, instructed the US/AID to avoid any support for agricultural 

development that would contribute to expansion of production competitive with United 

States agricultural exports.8 

These pressures resulted in the most significant changes in food aid policy since the 

Food for Peace Act of 1966.1 In the 1985 farm bill--the euphemistically titled Food 

Security Act of 1985--Title I was amended to again permit sales of commodities for 

nonconvertible foreign currencies.8 ' currencies to toThe local are be used promote 

private sector agribusiness, particularly credit, input, and marketing organizations,in the 

recipient country (Sections 106 and 108). 83 At the initiative of the White House, a new 

"Food for Progress" provision (Section 1110) was added that provided for grants of either 

PL-480 or Section 416 commodities to countries that have made commitments to introduce 

or expand free enterprise oriented policy reforms in their agricultural economies through 

changes in commodity pricing, marketing, input availability, distribution, and private sector 

involvement. The minimum tonnage to be programmed under Title II was raised to 

1.9 million tons -with the requirement that at least 1.425 million tons be programmed 

through PVO's, cooperatives, and the World Food Program. The 1985 Act also authorized 

both private voluntary organizations and cooperatives to monetize (that is, sell or barter) 

not less than 5 percent of donated commodities in recipient countries. The foreign currency 

acquired by the PVO or cooperative would be used to carry out food distribution activities 

or development projects. In authorizing monetization, the Congress was apparently seeking 

ways to enable the PVO's to serve as a more effective channel for disposal of surplus 

commodities. Critics view monetization as a further step toward complete dependency by 
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the PVO's on government patronage. Shippers and suppliers succeeded, over the objections 

of the agricultural interests, in obtaining a requirement that 75 percent of non-emergency 

minimum tonnage be bagged, processed or fortified commodities and that the portion of 

food aid shipped on U.S. vessels (cargo preference) be raised from 50 to 75 percent. 

Other export enhancement programs were also included in the Act. In 1982, under 

pressure from the dairy industry to expand surplus disposal, the Congress had resurrected 

Section 416 of the Agricultural Act of 1949 and authorized the USDA to make available for 

donation to foreign countries dairy products acquired by the CCC through price support 

operations [see Tables 1(a) or 1(b)]. This reopened a door to CCC that had been closed 

since Congressmen had tightened control of food aid during the Vietnam war. The Food 

Security Act of 1985 extended the program to include grains and oilseeds and directed that, 

while the Section 416 program should be managed as part of Title H of the PL-480 program, 

its costs should be charged to the CCC rather than PL-480 and not considered as part of the 

international affairs budget (the _150 account). By 1988 over 40 countries were receiving 

food aid under the Section 416 program. 

The 1985 Act also included several forms of "non-concessional" export assistance. These 

include the Export Enhancement Program (EEP), the Targeted Export Assistance Program 

(TEA) and the Commodity Credit Corporation (CCC) short term (GSM-102) and 

intermnediate term (GSM-103), credit guarantee programs. 4 Under the EEP the 

Department of Agriculture markets government owned commodities available to Untied 

States exporters that are then combined with commercially purchased commodities to enable 

the exporters to offer lower prices to the foreign buyers in countries that are being offered 
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commodities at subsidized prices by other exporting countries. The EEP has been used 

extensively to counter heavily subsidized wheat exports from the EEC. It has largely been 

targeted toward North Africa, the Middle East, and the centrally planned economies. Under 

the TEA the USDA uses surplus stocks from the Commodity Credit Corporation to provide 

partial reimbursement for export promotion activities undertaken to offset the adverse 

effects of "unfair" trade practices by other exporters.a Under the CCC program support 

is provided to assist exporting firms in making sales to foreign buyers who have difficulty 

obtaining commercial credit. With CCC loans guaranteed, private lending institutions 

provide short or intermediate term credit for purchases of U.S. farm commodities. The 

CCC guarantees repayment. Major destinations under the CCC credit guarantees have been 

Latin America, the Middle East, South Korea, and Eastern Furope.86 

In retrospect it may turn out that the most important legislation affecting the future of 

food aid, also passed in 1985, was the Balanced Budget and Emergency Deficit Control Act 

(the Gramm-Rudman--Hollings Act). The effect of the Gramm-Rudman-Hollings (G-R-H) 

has been to make food aid less of a "free good" to the Agency for International 

Development. Prior to 1985 authorization and oversight of PL-480 was the province of the 

Senate and House agriculture committees and PL-480 appropriations were the province of 

the agricultural appropriation subcommittees of the House and Senate committees. This 

meant there was almost no trade off between the volume of food aid and financial aid--they 

came out of different "pockets". Even if food aid was less valuable than financial aid, either 

in terms of U.S. foreign policy and economic assistance objectives or to the recipient country 

one could argue that ii contained a very large amount of "additionality" to the general 
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foreign affairs budget (the 150 account). The total aid package was larger than if there were 

no food aid. Since the passage of G-R-H this somewhat less true. By setting a ceiling on 

the total budget G-R-H forces a trade-off among food aid, financial aid and other budget 

components. 

The pressure by the agricultural community for export enhancement programs outside 

of the PL-480 umbrella represented an effort to get around (a) the program restrictions that 

the Congress had imposed on PL-480 since the 1966 Act in order to push the program in 

the direction of greater emphasis on development and humanitarian objectives; and (b) an 

attempt to avoid the financial constraints of the foreign assistance budget (the 150 "1occount). 

In hearings before the House Subcommittee on Government Operations, a wheat producers 

representative commented: 

During the 1970s and early 1980s, the PL-480 and Export Credit programs were 
looked upon by most of the industry as important but not terribly significant factors 
in total wheat marketing. However ... all of the export programs have become 
more and more important in terirs of total export marketing. During the 1985-86 
marketing year, more than 50 percent of all wheat exported from the United States 
was sold under PL-480, GSM credit, or the Export Enhancement Program.87 

The evolution of U.S. food aid policy in the late 1980s was also beginning to reflect the 

effects of several changes in the international economic and political environment. By the 

late 1980s large amounts of food aid were accounted for by Egypt and a number of 

strategically important countries. In contrast the countries that were severely impacted by 

the African Food Crisis of the mid-1980s were relatively minor recipients. The African 

Food Crisis of the mid-1980s was the first severe test of the international food aid system 

that had emerged following the food crises of the 1960s and 1970s (see pp. 24-27 and 35-39). 

In 1980 the international Food Aid Convention was re-negotiated. It contained provisions 
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designed to avoid the sharp declines in food aid levels that had occurred in 1972-74 and 

strengthened the provisions for burden sharing. Yet the response to the African crisis was 

hardly more effective than response to the earlier crisis. Early warning systems were slow 

in triggering food aid flows. The flow of commodities lagged relative to the onset of crisis 

situations and delivery was plagued by logistical problems. In retrospect it appears 

"fortuitous that the African Food crisis coincided with a period of overhanging surpluses. 

The response might have been more limited and possibly even more tardy if there had been 

a tighter market situation than prevailed during 1983-86. 88 It seems also apparent that 

while the African crisis was very severe the relatively small number of people involved 

meant that undue pressure was not placed on the capacity of the U.S. and other developed 

countries to respond. The capacity simply did not exist to respond to an emergency of the 

magnitude of the South Asian Food Crisis of the mid-1960s. 

Several other trends that have influenced the future of U.S. food assistance have also 

become apparent since the mid-1980s. One has been a somewhat surprising rise in project 

food aid relative to emergency and program food aid. A second has been the rise in the 

share of multilateral food aid relative to food aid by the United States. The decline has 

been accompanied by a decline in the grains component and a rise in dairy products as a 

share of total food aid--a reflection of massive dairy surpluses in the EC.89 By the end of 

the decade food surpluses were becoming a less important source of food aid commodities. 

Triangular food aid transactions, in which a donor provides food aid from another country, 

had risen substantially. A positive consequence has been a rise in donor acquisition of 
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commodities in developing countries--rising to 8-10 percent of total food aid--to meet food 

aid commitments.90 

Reforming Food Aid--Once Againl 

During the fall of 1989 and into the spring of 1990 the economic environment for 

reform of farm legislation, including food aid legislation, was sharply different from that in 

1985. Growth in U.S. agricultural production had been slowed as a result of the very 

expensive acreage reductions provided for in the 1985 Act and a severe drought in 1988. 

Stocks had been further reduced by a resurgence of agricultural exports in response to 

decline in the value of the dollar relative to other major currencies. By the fall of 1989 U.S. 

and world wheat and feed grain stocks had declined to levels that had not been seen since 

the mid-1970s. 

The political environment for food aid, and foreign economic assistance more generally, 

had also changed. Farm commodity organizations had developed an almost paranoid 

obsession that the self-help provisions of PL-480 were contributing to the growth of grain 

and oilseed production in countries that were potential competitors with the United States. 

An exceedingly critical review of U.S. foreign assistance programs during the last weeks of 

the Reagan Administration (The Woods Report) and proposals for reform by the House 

Foreign Affairs committee (The Hamilton Committee Report) also helped create a general 

atmosphere favorable to the reexamination of food aid policies. In addition, the Chairman 

of the House Agriculture Committee, E. (Kiki) de la Garza (D-TX), the Chairman of the 

House Foreign Affairs Subcommittee on International Economic Policy and Trade, Sam 

Gejdenson (D-Cr), the chairman of the House Select Committee on Hunger, Tony Hall (D

http:commitments.90
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OH), and the Chairman of the Senate Committee on Agriculture, Nutrition, and Forestry, 

Patrick Leahy (D-VT), and the ranking minority member, Richard G. Lugar (R-IN) and 

their staffs, had expressed strong interest in revising the food aid legislation. There was also 

an anticipation that provisions of the 1985 Balanced Budget and Emergency Budget Control 

(Gramm-Rudman-Hollings) Act would force a trade-off between food aid and other 

components of economic assistance (in the 150 account). 

Between late summer in 1978 and early fall of 1990 the AID Bureau for Food for Peace 

and Voluntary Assistance (FVA) sponsored a series of workshops, in association with 

various university and "think tank" organizations, to examine food aid accomplishments, 

needs, and policy reforms. By the summer of 1989 memoranda outlining the weaknesses 

of the existing programs and the reforms that should be considered were circulating furiously 

among the members of the Interagency Food Aid Subcommittee and staff members of the 

several House and Senate committees. The State Department was, as usual, nervous about 

any changes. In retrospect, it seems clear that the process of food aid reform was primarily 

staff driven, both in the Congress and in the Administration. In general, staff at the 

Department of Agriculture adopted a "don't fix it if it isn't broken" approach while AID staff 

were more active in criticizing the existing program and proposing policy changes. 

Administration leadership the Departmentin both of Agriculture and the Agency for 

International Development appeared too inexperienced or preoccupied with other issues to 

be able to resolve the interagency disagreements or to exercise leadership in food aid 

reform. 
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Among the proposed changes that attracted a good deal of support in the Senate 

Agriculture Committee, particularly at the staff level and among some members of the food 

Aid Subcommittee was a proposed revision that would organize the activities under the 

several titles by objective rather than by form of assistance (loans or grants). Under this 

proposal Title I would include export promotion; Title II would include humanitarian and 

development assistance and Title III would include emergency food relief. The State 

Department, particularly Deputy Secretary Lawrence S. Eagleberger, interpreted the 

proposed changes as a power play designed to limit the President's flexibility in the 

management of food aid. Eagleberger's argument was summarily rejected by Senators 

Leahy (D-VT) and Lugar (R-IN), who responded that "flexibility is not the problem, a lack 

of accountability is!" As work on the legislation progressed, the Administration's position 

was advanced by the Office of Management and Budget (OMB). OMB staff supported 

reform that would reduce the need for interagency coordination. OMB also pressed for a 

provision that return inflows loans towould dollar from Treasury rather than the 

Commodity Credit Corporation. The USDA allied itself with the House Agriculture 

Committee. AID regarded the reforms proposed by the Senate Agriculture Committee and 

supported by the House Foreign Affairs Committee as most consistent with its interests. 

Action on the 1990 Farm Bill was delayed until late October because of disagreements 

between the Administration and the Congress, and within the Congress, over provisions of 

a tax and debt reduction package. The legislation that eventually emerged from the 

conference committee was remarkably close to the version that had been advanced by the 

Senate Agriculture Committee staff. 
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Title I was rewritten to give USDA primary responsibility for concessional sales. 
The new title, labeled Trade and Development Assistance, authorizes a concessional 
loan program to finance the sale and export of commodities to developing countries 
that are experiencing a shortage of foreign exchange and having difficulties meeting 
their food needs through normal commercial export channels. The loans can bc 
repaid with local currency, and the currencies used to carry out market development, 
agricultural business development and agricultural research. These local currencies 
would be exempt from the appriation process. 

Title II was rewritten to give AID primary responsibility for direct food grant or 
donation activities. This title, labeled Emergency and Private Assistance, authorizes 
the donation of commodities for use in emergency relief, to combat malnutrition, to 
promote economic development and encourage sound environmental policies. Food 
provided for emergency relief may be distributed through public or private agencies; 
food provided for non-emergency assistance may be distributed through PVOs, 
cooperatives and inter-governmental organizations. The PVOs and cooperatives that 
distribute the commodities are requited to work with indigenous organizations in 
making the assistance available at the local level. The new law raises the minimum 
requirements for shipments under Title [ to 1.925 million metric tons in fiscal year 
1991 (and to 2.025 by fiscal year 1995) and provided that 75 percent of the 
commodities programmed under Title II be in the form of processed, fortified or 
bagged commodities. Cash grants will be made to PVOs and cooperatives to 
strengthen their capacity to manage the grant programs. A Food Aid Consultative 
Group (to be chaired by the USAID Administrator and consisting of the 
Undersecretary of Agriculture for International and Commodity Programs, 
representatives of U.S. and LDC PVOs and cooperatives participating in Title II 
activities, and the USAID Inspector General) was established. 

Title 1, Food for Development, was completely rewritten. The old language was 
deleted and replaced by a bilateral food AID grant program to be administered by 
AID. It provides for the donation of commodities to the 'least developed" countries 
for direct feeding programs, emergency food reserves, and economic development. 
The commodities donated uader this Title may be provided through the Commodity 
Credit Corporation or through private trade channels. If the commodities are sold 
in the recipient countries, the local currencies generated by the sales are to be jointly 
programmed for economic developmen,' purposes by the recipient country and AID. 

Title IV, which covers General Authorities and Requirements includes provision for 
continuation of the "Bellmon amendment" requiring that food aid not result in 
substantial disincentives or disruption in domestic production or marketing in the 
recipient countries. It also continues the requirement that the local currencies 
generated under the Act not be used to finance the production for export of 
agricultural commodities the would compete in the world market with similar items 
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produced in the United States if such competition would cause "substantial injury"to U.S. producers. Programming on a multi-year basis, with some exceptions, ismandated for all food aid programs (Titles I, II and 1H). The "docket" authority ofthe Secretary of Agriculture was modified to require determination of connodityavailability prior to the beginning of the fiscal year for the programs. Under somesituations, it will be possible for AID to purchase food not included on the "docket" 
for distribution. 

The Food For Progress provisions of the Agricultural Act of 1949 (Section 416) wasamended to make middle income countries and newly "emerging democracies"eligible to receive food aid. Th, commodities can be channeled through PVO's andcooperatives in addition to recipient governments. There had been some interest onthe part of the State Department and the Administration in bringing the Food ForProgress title under PL480, but a number of technical issues were not worked out 
in time. 

What were the political and economic conditions that made it possible to bring about 

the changes in the PL-480 provisions of the 1990 Act? One of the most important factors 

was an exceedingly effective working relationship between the Chairman of the Senate 

Committee on Agriculture, Nutrition and Forestry, Senator Patrick Leahy (D-VT) and the 

ranking Minority Member, Senator Lugar (D-IN) and their staffs. In addition, The 

bargaining power of the Senate Agriculture Committee was strengthened, relative to the 

House Agriculture Committee, when Congressman Sam Gejdenson, the Chairman of the 

House Foreign Affairs Subcommittee on International Economic Policy and Trade, was able 

to line up the House Foreign Affairs Committee behind the Senate Committee reforms. 

Kiki de la Garza, Chairman of the House Agriculture Committee, decided to accept rather 

than fight the House Foreign Affairs committee position and concentrate his political 

resources on the agricultural commodity programs. The new division of responsibility was 

also supported by the agricultural commodity and the basic human needs interest groups. 

Agricultural interests wanted the USDA to be free to aggressively develop markets for U.S. 
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agricultural exports. The PVOs and others concerned with hunger issues wanted to see a 

higher share of PL-480 resources directed to the poorest countries and away from the use 

of food aid for strategic or political purposes. At an April 1988 Congressional Research 

Service Workshop on The Effectiveness of Food Aid the charge was made by a proponent 

of the use of food aid for market development that the PL-480 budget had been "hijacked" 

by agricultural development interests. A PVO representative countered that the 

development of export markets bears no essential or necessary relationship to satisfying 

human needs and creates a dependency on imported foods. 9' 

What significance should one attach to the changes in tile 1990 Act? Perhaps the most 

important is that program responsibility is more clearly identified and the need for 

interagency coordination is sharply reduced. Under the previous arrangements the de facto 

authority to decide on food aid shipments rested in the Interagency Food Aid Subcommittee 

of the Development Coordination Committee (DCC). If the new legislation operates as 

intended the Food Aid Subcommittee will be abolished or its functions sharply reduced. 

But it is hard to imagine, given the traditions of the federal bureaucracy, that a new 

committee will not emerge to coordinate programming and resolve disagreements among 

USDA, AID and OMB. 

What does this new assignment of responsibility mean for the USDA and AID? The 

USDA now has even greater flexibility in pursuing market development objectives. It will 

be able to use commodities programmed under Title I, along with Commodity Credit 

Corporation commodities programmed under 416(b) and the Market Promotion Program 
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(formerly the Targeted Export Enhancement Program) to defend existing markets and to 

pursue surplus disposal and market development objectives. 

The advantages of the new program to the AID are less clear. A larger share of the 

food aid budget will now be programmed directly by USAID as grant food aid under Titles 

II and III. The cash grants to PVOs may induce them to continue programming of food aid 

in areas where logistical problems or civil unrest impose high costs on their operations. It 

remains to be seen whethe: the establishment of the new Food Aid Consultative Group will 

strengthen or weaken AID's Title II programming role. Its role had already been 

substantially eroded by its PVO and cooperative constituency. The new Title iI might, 

depending on the size of budgetary support it is able to attract, open up new possibilities 

for achieving greater consistency between food aid and the other development assistance 

activities of AID. 

It is somewhat surprising, given the very large amount of political energy devoted to the 

1980 revisions of the food aid legislation, to be forced to conclude that the revisions appear 

to have greater significance for process rather than for program. It seems clear that USDA 

and AID now have greater freedom to pursue program objectives in which they are 

primarily interested with less bureaucratic interference from other agencies. But it is less 

clear that the reforms will do very much to resolve the continuing contradictions among the 

multiple objectives of the US food aid program. 
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Chapter 2
 

Professionals and Populists: A Literature Guide
 

Vernon W. Ruttan
 

The United States food aid program has been a source of considerable self
congratulation by the interest groups, politicians and bureaucrats involved in program
development and management. It has been denounced by populist critics from both the left 
and the right. Development scholars and policy analysts have been skeptical of the blurring
of program objectives. Among the several objectives only emergency food aid has received 
general approval--but critics have been highly vocal about blunders and irefficiency in 
program management and operation. 

Agricultural and other devielopment economists have been particularly active in the 

debates about food assistance. In the early 1950s Ragnar Nurske had argued that food aid 

could provide an important stimulus to industrial development. In the presence of an 

inelastic supply of domestic food it could prevent the domestic terms of trade from turning 

against the emerging industrial sector.' In 1954, the same year that PL-480 was passed, the 

FAO initiated a series of studies of the potential impact of FAO under the direction of 

Mordecai Ezekiel. The study employed an early vision of what later became known as "the 

two gap model"--in this case a foreign exchange gap and a food gap--to simulate the effects 

of food aid. The study concluded that, if food was used to put underemployed labor to work 

building infrastructure, it could contribute as much as one-fourth of the investment cost. 

It could also ease the foreign exchange gap resulting from the responsiveness of domestic 

supply to rising demand during the initial stages of development. The FAO study was 
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An argument was also made by a number of agricultural economists that the 

imperatives of rapid technical change and slow growth of demand in the U.S. economy, 

which virtually guaranteed that surplus disposal programs would continue, created an 

opportunity to employ the surpluses to achieve development objectives. The argument was 

made in its most sophisticated form by Willard W. Cochrane of the University of Minnesota 

in a presidential address to the American Farm Economic Association in 1959. 

"Advancing technology in American agriculture is forcing, first, the acceptance 
of foreign surplus disposal, and second, the acceptance of comprehensive
supply control. The logical result must be the integration or the marriage of 
these seemingly opposing lines of action into a unified policy. And it is the 
purpose of the paper to record--to legitimize--this marriage of foreign surplus
disposal and comprehensive supply control, however distasteful it may be. 3 

Cochrane went on to argue and illustrate the potential uses of food aid in human and 

physical capital formation. 

The Ezekiel-Cochrane "marriage of convenience" argument was the target of an 

iconoclastic paper by Professor Theodore W. Schultz of the University of Chicago at the 

following year's meeting of the American Farm Economic Association.4 Schultz was sharply 

critical of the gap between the potential impacts outlined in the Ezekiel study and program 

operations--"what has been happening bears little or no resemblance to the assumptions on 

which the study was based.'6 The Schultz critique can be capsuled in four points: 

(a) 	 The financial cost to the Commodity Credit Corporation (CCC) of the 

commodities distributed by the PL-480 program have been in the neighborhood 

of twice the value of these products had they been sold on world markets. Thus 

it is a serious error to treat the costs to the CCC as a valid measure of our food 



3 

aid efforts. Approximately 50 percent of the cost should be charged against the 

costs of the agricultural commodity programs. 

(b) 	 The value of the PL-480 commodities to the countries receiving them was in the 

neighborhood of 37 cents for each dollar of CCC costs in the mid and late 1950s. 

Thus even charging 50 percent of the costs to the foreign aid program would 

overstate the va!ue of the assistance to the receiving countries except in times of 

severe food shortages. 

(c) 	 The cost to the United States of the commodities distributed abroad under the PL

480 program, measured in terms of the marginal revenue forgone from foreign 

sales, is probably close to zero--but only if it is assumed that the programs that 

generate the surpluses must be taken as a "fact of life." 

(d) 	 The receipt of PL-480 commodities can be expected, except during periods of food 

emergency, to have a negative impact on incentives of the governments of 

recipient countries to invest in agricultural development and on the incentives of 

individual farmers to expand agricultural production. 

The tone and the agenda for much of the academic debate and the research on food 

aid over the next decade was set by the Cochrane-Schultz argument. 

Professional dialogue over the costs and the impact of food aid in the 1950s and early 

1960s was heavily conditioned by the disposal orientation of the food assistance programs. 

A good deal of effort went into attempts to test the disincentive hypothesis with largely 

inconclusive results. It is almost impossible at this stage to know whether the professional 

dialogue had any impact on food aid policy or program. By the early 1960s, however, there 
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had been a number of attempts to both target food aid to have a more direct impact on the 

poor and to design projects in which the food aid made a direct impact on development. 6 

While a large speciaJized literature emerged, development economists tended to avoid the 

issue largely because of a presumption that it was a disposal program rather than a 

development assistance program. A casual reference to .*ie Schultz critique was usually 

adequate to sustain their distaste for the topic. 

In retrospect, it is surprising how much effort was devoted to attempting to identify the 

direct price and agricultural production impacts of food aid. This was a relatively minor 

theme in the Schultz critique. Much less attention was devoted to attempts to evaluate the 

more important impacts of food aid on government decisions to make the investments in 

land and water development, fertilizer production capacity, and in the capacity of the 

agricultural re,,earch and extension systems to invent and diffuse more productive 

agricultural technology. By the mid-1970s the evidence that had been assembled was being 

interpreted to imply that under conditions of food scarcity or effective program management 

the direct disincentive effects on agricultural production could be quite small.7 In India, 

for example, distribution of food aid through "fair price" shops was highly effective in 

reaching the poor. The income effect of the lower prices at the fair price shops also 

contributed to higher consumption. As Aresult the food aid was almost entirely absorbed 

by additional consumption with the result that any effect on prices received by Indian 

producers was negligible. It should be noted, however, that very few other countrie.; either 

attempted or were able to realize the effectiveness in directing food aid to the poor that was 

achieved by India. 
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The simultaneous threat of energy and food crises in the early and mid-1970s widened 

the professional dialogue about food aid and agricultural development. The agricultural and 

development econoli sts who had dominated the debates since the 1950s were forced into 

the background. There was a burgeoning professional and populist literature on 'The World 

Food Problem" by new participants on the policy debate--many of whom did not feel it 

important to become more than superficially familiar with the technical or institutional 

aspects of food production, distribution, or policy. Philosophers asserted a moral 

responsibility by those who were blessed with abundance for food aid to the poor--both at 

home and abroad.8 Metaphors such as "spaceship earth," "tragedy of the common:," 

"lifeboat ethics," and "triage" were iafoduced ilto the popular vocabulary in order to 

capture concerns about resource scarcity, environmental degradation, and food scarcity.9 

The contradictions, which Paul 0. Isenman and Hans W. Singer have noted in the 

economics literature on food aid, also applies to much of the other professional and populist 

literature of this period. 

Many economists appear to view food aid and non-food aid from remarkably
different perspectives. Most economists believe that aid recipients should use (non
food) aid receipts to increase investment, employment, and output in accord with 
a well-thought-out development plan and/or the signals provided by market forces;
they would be terrified if the aid were used instead for short-term consumption
increases or for low priority development projects with an uncertain 
impact.... While it is inconsistent to insist that food aid not be used for investment 
and to criticize food aid for not contributing to investment, both of these views are 
well established in the 'conventional wisdom' of food aid. 10 

An additional disturbing aspect of the "food crisis" literature of the 1970s was its 

exposure of the pov' rty of much of the formal economic analysis of resource scarcity and 

food security. In the 1970s, the analysts who were responsible for the construction and 
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interpretation of futures trends and models were unable to insulate themselves from the 

short-run trends and events that dominated the intellectual and policy environment. They 

were dominated by the pervasive climate of "technology pessimism" and "food pessimism". 

It seems quite clear that the model builders and futures simulators were strongly influenced 

by an intellectual environment that would have regarded a more optimistic view of the 

future as "out of touch with reality.""1 

The favor with which food aid was regarded during the food crisis of the early 1970s was 

relatively short lived. During the late 1970s and early 1980s a new populist "advocacy 

journalism" emerged that focused on the regressive distributional effects of program food 

aid (under Title I) and the continuing failure of project food aid (under Title II) to achieve 

program objectives.12 This new criticism was quite different, both in its rhetorical style and 

its concern, from that of the development and agricultural economists of the 1950s and 

1960s which had focused primarily on production disincentives and trade displacement. The 

populist critics of both the left and the right have confronted the proponents of food aid 

with the challenge of demonstrating uses of project food aid that have had a positive impact 

on families or communities that has extended beyond the period when the assistance was 

rendered. The response, like the criticism, has typically relied on case studies of selected 

projects, some of which have demonstrated moderately high internal rates of return, rather 

than a comprehensive evaluation of the bilateral and multilateral food aid system. 

The most serious effort to assess the populist literature has been a series of studies by 

Singer, Edward J. Clay, and several collaborators.1 3 They addressed the three major 

criticisms of food aid: (a) food aid is inferior to financial aid; (b) food aid acts as a 

http:objectives.12
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disincentive to recipient country food producers; and (c) food aid provides an incentive for 

recipient governments to slacken effort to promote domestic food production. Their 

response is that the distinction between the incentive and disincentive effects of food and 

financial aid has been overdrawn. Effective program management can avoid the problems 

stressed by the critics. Furthermore, efforts to use food aid as a devielopment tool have 

been with us now for the last thirty years and, are likely to be with us for another thirty. 

"It is time to stop debating whether food aid is better or worse than other forms of aid or 

income transfer and . to make it more effective."'4 

During the mid and late 1980s a number of trade and development economists were 

attempting to counter the criticism by farm commodity groups, noted earlier, that aid-

including food aid--in support of agricultural production was taking markets away from 

A.nerican farmers. They argued that, because a high proportion of the total population in 

the poorest developing countries is dependent on agriculture, growth in agricultural 

productivity and in rural incomes is necessary to sustain growth in the total economy. Once 

the growth process gets underway high income elasticity of demand for the preferred food 

grains, for cooking oil, and for animal protein produces an explosive growth in agricultural 

demand. The result is rising demand for agricultural imports, particularly the feed grains 

needed to sustain rapid growth in animal production. Thus the long run effect of technical 

assistance and other aid to "get agriculture moving" is an expansion in demand for imports 

of the United States agricultural products. 5 

There has been a number of creative suggestions for the reform of food aid programs 

in the late 1980s. John W. Mellor has proposed the use of food aid to mitigate the 
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unfavorable effects of structural adjustment programs on the poor.16 He notes that the 

restrictive monetary and fiscal policies associated with the structural adjustment process are 

both likely to reduce the employment and purchasing power of the poor. Efforts to remedy 

government budget imbalances and trade deficits during the initial stages of the adjustment 

are likely to limit commercial food imports and force domestic food prices upward. As the 

adjustment process proceeds the growth of income and employment will contribute to rapid 

growth in food demand. If food aid is targeted to low income people, through food-for-work 

and food subsidies, it can both ameliorate some of the regressive effects of the structural 

adjustment program and contribute directly to rural development. Since bilateral food aid 
a 

is "inherently unstable" Mellor urges that an international device such as the cereal import 

facility of the International Monetary Fund be activated for the purpose. 

Among the more creative suggestion for reform of the food aid programs have been the 

proposals to introduce greater flexibility into food aid programs by the use of "food money" 

or food stamps by Shlomo Reutlinger and Willis Peterson. 17 Peterson showed that it 

would be possible to design a food stamp program that would avoid disincentive effects on 

agricultural production in recipient countries while simultaneously expanding the demand 

for agricultural exports from the donor countries. The objective would be achieved as a 

result of the demand enhancement aspects of the program. 

Aid donors would, in effect, issue food stamp coupon books through the auspices of the 

recipient government to poor people. Food vendors in the recipient nations could redeem 

the coupons from the donor country aid agency for convertible currency. The recipient 

country would be required to maintain freely convertible currency and free trade in food 
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commodities. The recipients of the food stamps would, therefore, be indifferent when 

purchasing food with the stamps as to whether the food was produced domestically or 

imported. Food would be imported only if it was available at lower cost than domestic 

supplies. Peterson estimated the effect of the food stamp program on consumption, by 

lowering the cost of food to the poor, would increase world demand for food on the order 

of 16 percent and demand for exports by over 50 percent. His calculations suggest that the 

cost of the program to the developed countries would be no more than was currently being 

spent by the OECD countries on food aid and farm price support programs. Peterson 

suggested initiating the program in a few countries on a pilot basis in order to gain 

experience with operational aspects of the program. 

But it would be hard to demonstrate that the large literature generated by the 

professional scholars and the populist critics has exerted more than a marginal impact on 

food aid policies and programs. If there has been one constant in the professional debates 

about food aid, it has been the failure of the proponents and the critics to confront erch 

other on common ground. The proponents have focused on the modeling of schemes that, 

if properly managed, could have a positive impact on recipient welfare and economic 

development. The critics have used case studies of projects that were unsuccessful or 

positively harmful to attempt to discredit the arguments of the proponents. Even an 

exceedingly attractive proposal, such as the international food stamp program, has only a 

slight ciance of receiving serious consideration. Program change is an evolutionary rather 

than a revolutionary process. 
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Perhaps the major impact of the professional literature on food aid has been to 

narrow the range of controversy about food aid impact. It is difficult for anyone who has 

limited familiarity with the literature to continue to argue that food aid has a pervasive 

negative impact on the growth of agricultural production; or that supplementary feeding 

programs have had a widespread and measurable positive impact on the nutritional status 

of children; or that economic growth has been significantly advanced by food-for-work 

programs; or that food aid does not displace commercial exports. The literature is also clear 

that food aid has been important in meeting emergency food needs, in meeting the 

subsistence needs of poor people, and of providing budgetary support for fragile 

governments. 

What atout the future of research on food aid? What should be the priorities? My 

response to this question is that while a more effective dialogue between professionals, 

populists and politicians might be able to bring about further convergence on food aid policy 

and programs, research on food aid no longer represents a high priority. This does not 

mean that all research on food aid should be discontinued. As long as we have food aid 

programs there will be need for operational research directed ,o achieving greater efficiency 

in the use of food aid resources. 

Food aid represents a very limited component of a much larger issue. That issue is 

how to eliminate or, at the very least, how to reduce hunger among the poor in the poorest 

countries. There continues to be much confusion about this issue. Some argue that supply

side constraints imposed by resource c-dowments and lack of appropriate technology are 
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the primary sources of poverty and hunger. Others argue that the primary constraints are 

on the demand side--that hunger could be overcome by more equitable distribution of 

income or other forms of entitlements. 

But, of course, both arguments are half right and half wrong. It is true that today's 

food supply, if entitlements were more equally distributed, would be adequate to more than 

meet the needs of the world's poor. But greater equity in the distribution of income could 

not in the future prevent shortages in a world in which the supply of food remained at or 

even near present levels. To meet future demand arising out of population and income 

growth, technical advances that will facilitate more intensive use of agricultural resources 

will be necessary. Furthermore, the only reliable source of entitlements for the majority of 

families in poor countries must come from more productive work. And for the poor 

majority in the poorest countries this means enhancing their capacity to produce marketable 

surpluses of agricultural commodities. 

But there are also other sources of hunger in addition to those arising out of either 

supply-side constraints or inadequate distribution of entitlements. The most serious of these 

arises out of political instability. War and civil strife, associated with ideological, ethnic and 

religious conflict has resulted in continuous growth in refugee populations over the last 

several decades. Until the conflicts that give rise to the displacement of peoples are 

resolved, there will be need for direct transfer of food and other resources. 

The fundamental issue that confronts national societies and bilateral and multilateral 

assistance agencies is not food aid. Rather it is how to create opportunities for the poor to 

make productive contributions to the development of their societies and how to reward the 
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contributions made by the poor in a manner that gives them equitable entitlements to the 

dividends from economic growth. 

It is much more important that research efforts be directed to the broader issues of 

how to enable the people who live in poor countries to become more productive and how 

to create the economic and political institutions that release and reward productivity than 

to continue to turn out more studies of food aid policy and programming. 



ENDNOTES
 

'Ragnar Nurske, Problems of Capital Formation in Underdeveloped Countries (Oxford: 
Basil Blackwell, 1953). 

2U.N. Food and Agricultural Organization, Uses of Agricultural Surpluses to Finance 
Economic Development in Underdeveloped Countries: A Pilot Study in India 6 (Rome:
FAO Commodity Policy Studies, No. 6, June 1955). The supporting data for the FAO study 
are reported in M. Dandekar, Uses of Food Surpluses for Economic Deveopment (Gokale,
India: Gokale Institute of Politics and Development, Publication No. 30, 1956. See also 
Mordecai Ezekiel, "Apparent Results in Using Surplus Food for Financing Economic 
Development," Journal of Farm Economics 40 (November 1958), pp. 915-923. For a review 
of the evolution and criticism of the two gap models, see Anne 0. Krueger, Constantine 
Michalopoulos, and Vernon W. Ruttan, Aid and Development (Baltimore: Johns Hopkins, 
1989). 

3Willard W. Cochrane, "Farm Technology, Foreign Surplus Disposal, and Domestic 
Supply Control," Journal of Farm Economics 41 (December 1959), p. 885. 

4Theodore W. Schultz, "Value of U.S. Farm Surpluses to Underdeveloped Countries," 

Journl of Farm Economics 42 (December 1960), pp. 1019-1030. 

'Ibid., p. 1027. 
6Lawrence W. Witt, "Development Through Food Grants and Concessional Sales," in 

Carl Eicher and Lawrence Witt (eds), Agriculture in Economic Development (New York: 
McGraw Hill, 1964), pp. 334-359. 

7R. D. Rogers, U. K. Srivastava and Earl 0. Heady, "Modified Price, Production and 
Income Impacts of Food Aid Under Market Differentiated Distribution," Ameri,.an Journal 
ofFarm Economics 54 (May 1972), pp. 201-208; Paul J. Isenman and H. W. Singer, "Food 
Aid: Disincentive Effects and Their Policy Implications," EconicD.vepment and 
Cultural Change 25 (January 1977), pp. 205-237. 

8See particularly Peter Singer, "Reconsidering the Famine Relief Argument" in Peter 
Braun and Henry Shue (eds.), Fo.od'Q1i. (New York: Free Press, 1977), pp. 36-53. See 
chapter 8 in this book for an evaluation of the ethical or moral respionsibility arguments for 
foreign economic assistance. 

9See for examrp!, Garrett Harden, 'The Tragedy of the Commons," Science 162 (1968), 
pp. 1243-1248; "Living on a Lifeboat," B 24 (October 1974), pp. 561-568. 

loIsenman and Singer, "Food Aid," pp. 222, 223. 

http:Ameri,.an


14 

"Glenn Fox and Vernon W. Ruttan, "A Guide to LDC Food Balance Projections," 
European Review of Agricultural Economics 10 (1983), pp. 3?5-356. 

S2See, for example, Susan George, How the Other Half Dies: The Real Reasons for
World Hunger (Montclair, NJ.: Allanheld and Osmon, 1977); Emma Rothschild, "Is It 
Time to End Food for Peace?" New York Times Magazine (March 13, 1977), pp. 15-48;
Francis Moore Lappe (and Jceph Collins), Food First: Beyond the Myth of Scarcity
(Boston: Houghton Mifflan, 1977); Tony Jackscn (with Deborah Eate), Against the Graii: 
The Dilemma of Project Food Aid (Oxford: OXFAM, 1982); James Bovard, How American 
Food Aid Keeps the Third World Hunmy (Washington, DC: The Heritage Foundation, 
August 1, 1988). 

13n'e findings from these studies are summarized in Hans Singer, John Wood, and Tony 
Jennings, Food Aid: The Challenge and the Opportunity (New York: Oxford University
Press, 1988). The most complete guide and assessment of literature is Edward J. Clay and 
Hans W. Singer, Food Aid and Development: Issues and Evidence (Rome: World Food 
Program Occasional Paper No. 2, September 1985). See also Edward J. Clay and Hans W. 
Singer, Food Aid and Development: The Impact and Effectiveness of Bilateral PL-480 
Title I-Type Assistanc (Washington, DC: US/AID Program Evolution Discussion Paper
15, December 1982) and Brady J. Deaton (and others), Food Aid and Economic 
Development (Blacksburg, VA: Virginia Polytechnic Institute and State University, June 
1988). For a more analytical treatment of the same issues, see T. N. Srinivasan, "Food Aid: 
A Cause of Development Failure or an Instrument for Success?" The World Bank Economic 
Review 3 (May 1988), pp. 39-65. 

14Singer, Wood, and Jennings, Food.Aid p. 201. 

15See James P. Houck, "link Between Agricultural Assistance and International Trade,"
Agricultural Economics 2 (1988), pp. 154-166; Earl Kellog, R. Kodl and P. Garcia, 'The 
Effects of Agricultural Growth on Agricultural Imports in Developing Countries," American 
Journal of Agricultural Economics Vol. 68 No. 5 (December, 1986), pp. 1347-1352; Alan 
de Janvry and Edith Sadoulet, "The Conditions for Harmony Between Third World 
Agricultural Development and U.S. Farm Exports," American Journal of Agricultural 
Economics Vol. 68 No. 5 (December, 1986), pp. 1340-1346. 

16John W. Mellor, "Global Food Balances and Food Security," World Development 16 
(1988), pp. 997-1011. 

17Shlomo Reutlinger, "Efficient Alleviation of Poverty and Hunger", Food Policy 13 
(February, 1988), pp. 56-66. Willis W. Peterson, "International Food Stamps," Eoo.d.Poli 
(August 1988), pp. 235-239. 



Part 1I -- Disposal or Development 

This section contains three papers that captured the main issues in the debate over 

food aid in the mid- and late-1950s. They also established the agenda for research on food 

aid in the 1960s and beyond. 

The paper by Mordecai Ezekiel, "Apparent Results in Using Surplus Food for 

Financing Economic Development" (1958) reflected the perspective that emerged from a 

series of FAQ studies on food aid initiated in the mid-1950s. the FAO studies suggested 

that in food deficit countries a well concerned program of food aid could make a significant 

contribution to both easing the foreign exchange gap and, if used to put underemployed 

labor to work, make a significant contribution to infrastructure investment. 

The paper by Willard W. Cochrane, "Farm Technology, Foreign Surplus Disposal and 

Domestic Supply Control" (1959) was more ambitious. It attempted to establish the 

complementarity--"a marriage of convenience"--between expanding agricultural surpluses in 

the United States and other grain exporting countries, which Cochrane attributed to the 

progress of agricultural technology, and the opportunities for surplus disposal in food deficit 

poor countries. Cochrane went on to insist, however, that even a food aid program large 

enough to satisfy the "caloric gap" in the developing world would not resolve the surplus 

prob!em in the absence of effective supply control. 

The paper by Theodore W. Schultz, "Value of Faril Surpluses to Underdeveloped 

Countries" (1960) represented a frontal attack on the Ezekiel-Cochrane arguments. Schultz 

argued that in attempting to rationalize our farm surpluses into international assets, "we 

deceive no one but ourselves." He argued further that: (a) the vaiue of food aid to the 

countries receiving the commodities amounted to no more than 37 cents on each dollar of 



US Commodity Credit Corporation costs; (b) that the value to the US of the foreign 

currencies received for the commodities would be no more than 10 cents on each dollar of 

CCC costs; and (c) that the impact of food aid shipments would have long run adverse 

effects on agricultural production in the recipient countries. 

Vernon W. Ruttan 
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Chapter 3 

Apparent Results in Using Surplus Food for
 
Financing Economic Development
 

Mordecai Ezekiel 

During the past four crop years, movement of U.S. agricultural surpluses under Title 

I of Public Law 480 has become the principal means of disposing of farM surpluses abroad. 

Nearly 4 billion dollars worth of surpluses have been disposed of altogether in this way, and 

this has contributed materially to some decline in stocks still held by the Commodity Credit 

Corporation. An additional 2 billion dollars for such disposals over 1k years ahead has 

just been authorized by Congress. 

Title I of Public Law 480 authorizes sales of surplus commodities for payment in 

local currencies, with a major part of the local currency proceeds to be loaned back to the 

recipient countries to help finance their own economic development. An exploration by 

FAO of how such disposals could work indicated that they might under certain conditions 

lead to increased consumption in the recipient countries, thus aiding their economic 

development and helping move surpluses into consumption abroad, without harming markets 

for usual commercial producers in those countries or in other exporting countries.' In view 

of the importance of such operations, efforts to determine their effects in practice have 

been discussed for some time. This paper summarizes the results thus far available from 

such studies. 
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Since Public Law 480 was passe, agreements have been signed by the U.S. for 

disposals under Title I with a substantial number of countries. These included 616 million 

bushels of wheat (and flour) under all phases of Title I made during the four crop years 

1954-55 through 1957-58.2 Large quantities of wheat and other surplus products have been 

shipped to recipient countries. Among the agreements specifying economic development 

as a major objective, and reserving a major part of the foreign currency proceeds for loans 

for this purpose, five are especially important--those with India, Spain, Brazil, Pakistan and 

Yugoslavia. The largest was the initial three year Indian agreement (360 million dollars), 

with two-thirds of the proceeds for such loans. The Brazilian agreement (180 million 

dollars) had over four-fifths of the proceeds for loans. The Pakistan agreements (186 

million dollars), however, had less than one-third of the proceeds for loans, and almost half 

for military procurement. The series of agreements with Yugoslavia totalled 276 million, 

but only the last two agreements, for 171 million dollars, had a substantial proportion 

(three-quarters) for loans to the government.3 The Spanish agreement had a little over half 

for loans. 

Smaller but substantial Title I agreements were signed with 35 other countries for 

amounts of 40 million dollars or more, including Austria, Burma, Chile, Greece, Indonesia, 

Israel, Italy, Japan, Korea, Poland, Turkey and United Kingdom. In most of these latter 

agreements half and frequently two-thirds of the local currency proceeds were planned for 

loans to foreign governments. Exceptions were the agreements with Korea, Poland, Turkey 

and United Kingdom, where the foreign currency went, in major part, for military 

procurement or for paymept of U.S. obligations. Many smaller agreements with other 
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underdeveloped countries, as for example 39 million to Columbia, 25 million to Peru, and 

20 million to Egypt, had from half to three-quarters of the local currency proceeds 

scheduled for loans to governments. 

Parallel, though smaller, agricultural disposal arrangements for grain have been 

entered into by Canada under the Colombo Plan commitments. Smaller dry skim milk 

contributions to the development of improved milk marketing facilities in India have been 

made by several countries under arrangements worked out through a subgroup of the 

Washington FAO Subcommittee on Surplus Disposal; similar proposals are pending final 

acceptance for Pakistan. 

Only 40 per cent of the total funds set aside for local currency loans for economic 

development had been approved for expenditure for specific projects by mid-1958, and no 

doubt actual expenditures are lower still. 4 It is therefore too early to make any clear 

appraisal of the specific development projects financed from such local funds, or of the 

impact of these projects on the economy of the countries concerned. Deliveries under these 

agreements have thus run far ahead of drawings on these specific funds. The sale of these 

surplus products internally has, however, already withdrawn a part of the local currency from 

internal expenditure. In some cases these withdrawals may have reduced internal 

inflationary pressures and enabled the government of the recipient country to use deficit 

financing to pay for a larger volume of economic development expenditures than would 

otherwise have been possible. They may thus have contributed to economic development 

even though the currency deposited with the U.S. has not been drawn upon. 
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India is an obvious case where this may have haplpened. India has had a serious 

inflationary pressure during recent years. Apparently the planned development programs 

exceed that country's capacity to finance them from current domestic savings or foreign 

loans. In addition, with improved income for India's farmers and some increase in real 

incomes per capita for the whole population, consumption or retention of foodstuffs on the 

farms has increased sharply, so that gradually increasing crop production has not been 

reflected in corresponding increased commercial marketings available for feeding the cities. 

In meeting this situation, India has imported large quantities of wheat commercially and has 

imported all of the wheat scheduled under the three year agreement ahead of schedule. In 

the calendar year 1956, it imported 672 thousand tons from other exporters in addition to 

423 thousand tons from the U.S. In 1957, however, when U.S. imports rose to almost 2.7 

million tons, imports from other exporters fell to 172 thousand tons.5 However, rice 

imports in 1957 were twice as large as in 1956, so commercial imports of wheat might have 

declined that year even if concessional supplies of wheat had not been available. As shown 

by the detailed figures in Table 2, Indian wheat imports from other countries averaged 

nearly as much in 1956 and 1957 as during the three years preceding. The import situation 

in these earlier years, too, had been influenced by large supplies from the U.S. "wheat loan," 

obtained in the 1951 food crisis. 

Thus, the fragmentary data available on India give no clear-cut picture of the effect 

of Public Law 480 shipments on economic development, or to what extent they have been 

matched by increased consumption within the country or have replaced supplies which might 

have come from other exporters. It is clear, however, that with the increasing shortage of 
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foreign exchange, India probably could not have financed equally heavy importation of 

wheat by commercial purchases if the U.S. wheat had not been available on special terms-

except by greatly reducing its other imports, including essential supplies for current 

production and equipment for maintenance and expansion of productive eq'tipment. 

Intensive study of the actual happenings within the country during this period, as well as of 

the external dollar trade figures, would be necessary to give a more precise appraisal. 

Readily available data for Pakistan are still more fragmentary. The Food Reserve 

study, from which the trade data for India were drawn, unfortunately does not give similar 

details for Pakistan. The widely separated halves of the country and the great variability of 

wheat and rice production in the western and eastern halves, respectively, make the 

necessary analysis still more complicated. 

The only formal study published on the effect of food surpluses economicon 

development is for Japan. It was completed this spring under the leadership of Dr. Ojala, 

head of the joint FAO/ECAFE Agriculture Division at Bangkok.6 This report analyzes the 

distribution and the results obtained under successive U.S.-Japanese agreements for surplus 

food purchases in 1955 and 1956, covering the sale of 151 million dollars worth of surplus 

commodities (including ocean transportation), with 125 million dollars of the yen proceeds, 

or over three-quarters, to be reloaned to Japan for financing economic development 

projects. In addition, under the 1955 agreement, the U.S. agreed io provide 15 million 

dollars worth of surplus wheat, dried milk and cotton (at CCC costs) at a Title II grant, to 

expand children's welfare programs in Japan, with declining amounts in subsequent years. 
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The cotton part of this grant was subsequently converted to wheat. The Title I agreements 

covered wheat, barley, rice, cotton, and tobacco. 

The Japanese government based its purchases on estimates made by its food agency 

of the prospective demand and supply of each commodity during the projected period of 

disposal, its forecast of normal trade development for each commodity during that period, 

and the need of yen funds for additional development projects previously excluded from the 

government program of investments and loans. The major additional projects on which the 

yen funds were used were on electric power, irrigation, agricultural and forestry land 

development, and a number of smaller projects, industrial, marketing facilities, etc. Up to 

September 30, 1957, 39 billion yen had been allocatted to projects, and 33 billion spent, or 

about 83 per cent of the loan funds established under the first two Public Law 480 

agreements. 

An attempt was made to estimate the per cent of these project expenditures which 

would reappear in additional purchases of surplus goods, following the methods of the 

Indian Pilot study. With the relatively high level of per capita income in Japan, the income 

elasticity of demand for wheat is negative. Even when allowance was made for clothing 

based on surplus products, the per cent covered was materially lower than was estimated for 

India in the India Pilot study. While no figure was given in the report, the per cent of 

additional development expenditures reflected in increased purchases of surplus products 

is probably below 25 per cent in Japan, on this basis. 

However, Japan does have major industrial resources which may not have been fully 

employed. Once essential food and cotton was provided, the Japanese may have been able 
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to satisfy the other increased demands resulting from industrial development largely by 

expanded manufacturing and service industries. In addition, expenditures of the yen 

allocated for additional military housing in Japan and for Japanese goods for export to other 

countries also may have produced increased internal demands for surplus products. 

In any event, wheat imports expanded sharply in Japan during the period surplus 

supplies were available under Mutual Security and Public Law 480 legislation. Exciuding 

surplus commodities, commercial wheat imports for the three years 1954/55 through 

1956/57 totalled 5.4 million tons, compared to 5.0 million for the preceding three years. 

Commercial imports frcm the U.S. totalled 2.1 million tons during the last three year period, 

as compared to 3.1 million during the three preceding years. In this case, then, the imports 

from suppliers other than the U.S. showed a substantial net gain over 50 per cent. However, 

the earlier imports had included substantial quantities of U.S. wheat imported under 

occupied area relief programs which may have depressed purchases from other countries, 

so even these comparisons are not definitive. Some other commodities, notably barley, did 

not show as favorable results for other suppliers; apparently the 

availability of more wheat may have reduced demands somewhat for barley. 

In cotton, the surplus supplies were small compared to the total import, and the share 

of all U.S. imports (commercial and concessional) in total imports averaged smaller during 

the two years (1955 and 1956) that surpluses were available than during most preceding 

years, possibly due to price relations. (Tobacco disposals, also covered in the report, are 

not considered here.) 
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During the past six years, production of rice has risen in Japan, production of wheat 

has trended markedly downward, and production of barley has shown little trend. Apparent 

consumption of rice per capita has increased, while that of barley has declined, and wheat 

has declined recently. Wheat and barley consumption per capita are both far above prewar; 

however, rice has not regained prewar levels. Demand for wheat as bread has a marked 

positive income elasticity, suggesting that still further expansion of wheat and flour 

consumption may occur in the future with continued economic development and 

urbanization. 

The report also give many other details on considerations which led up to the surplus 

sale agreement, and on administrative procedures for handling the commodities and the 

financial arrangements, which cannot be summarized here. 

While the picture is confused by wheat-rice competition and by fluctuations in 

domestic production, the over-all results thus far in Japan appear favorable to the use of 

surplus products for economic development, with increased development expenditures, 

somewhat higher imports from other commercial suppliers, and no marked unfavorable 

effects on domestic producers. The shift from domestic production of wheat to rice also 

appears to have been in the direction of greater relative advantage. 

Japan is not representative of most underdeveloped countries, having much more 

industrial development, higher levels per capita of income and production, greater 

dependence on foreign trade, and is probably better supplied with experienced 

administrators, technicians, scientists, and other skilled manpower. Also, it probably has less 

unemployed or underemployed labor than most underdeveloped countries, although this 
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point was not investigated in this report. That similarly favorable results would be secured 

in less developed countries cannot, therefore, be taken for granted. 

Proposals for Other Studies of Surplus Disposal 

The FAO Washington Subcommittee on Surplus Disposal has given long study to the 

research that is needed to determine the effects in practice of surplus disposals, and has 

prepared two outlines for such research projects, covering, studies of surpluses used for 

economic development,7 and of surpluses used for emergency/famine relief and special 

feeding programs.8 These outlines provide close study of methods of operating the 

transactions, including administrative and financial techniques, as well as of the previous 

situation, the economic effects, and the effects on international trade and on subsequent 

economic conditions. In both types, detailed investigation would be needed in the recipient 

country; for best results, concurrent observations of market reactions and behaviour during 

the time the surpluses were being received and distributed would be needed. Since such 

studies are beyond the resources of the existing FAO staff, efforts are being made to interest 

others in the problem, and to secure outside resources with which to conduct additional 

studies, either by FAO or by other agencies. In the meantime, as opportunity develops, it 

is hoped that additional reconnaissance studies similar to the one for Japan can be 

undertaken by FAO staff, probably as part of the joint staff operations in cooperation with 

the several U.N. regional economic commissions. 

Conclusions 

While the eviderce thus far shows no conclusive proof that the disposal of surpluses 

for economic devclopmnt can help recipient countries, and can do so without harming 

(\ 
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other exporters of the products involved, neither does it prove the contrary. Rather, it does 

suggest that under favorable conditions and good administration in the recipient countries, 

quite good results may be secured in both respects. To what extent other surplus disposal 

agreements have been equally well conceived and operated, only further study can tell. 

1AK
 



Tij Lz 1. PLA-NNED UsEaor FOREIGN CURRENCY UNDER MUJOR 
Trru I, PUBLIC LAW 480 

Agreements Signed 1 July 1954--0 June 1958: 
Total and Loan, to Selected Countries 

Total Amount Programmed Planned Use of Foreign C11r.
Recipient Country (Market Value, including reacy Proceeds as loans to 

ocean transportation) Revipient Governments 

(in million dollars)
India 419.4 269 1
S~pain 'ss.1 157.5slavl. 194.6 135.3 
Pakistan 188 1 54.4Brazil 179.9 149 i 
Turkey 162.6 75 7 
Italy 151. 9 100 5 
"A 150.8 108 9 
Poland 138.0 _ 
Korea 1M2.0 _ 
Indonesia 96.7 77.4 

Source: Eighth Semianjual Report on Activities Carried on under Public Law 480. 

TAixA 2. IMPORTS Or CZ ,ZRLAON Govyzamnr AccoUNr 
INTO ILA, 1950-576 

Source 1950 1951 1952 1953 1954 1955 1958 1957 

(thousand long tons) 
Wheat and Flour (as wheat) 

U.S. 
Other countries 
Total 

50 
1,357 
1,407 

1,810 
1,105 
S,015 

1,763 
748 

1,511 

577 
1,107 
1,684 

-
197 
197 

I9 
308 
4S55 

4.3b 
672 

1,095 

1,674, 
172 

2,846 

Rice 

U. S...-
Other countries 
Total 

-
353 
35 

-
749 
749 

72 
722 

175 
175 

60 
603 

65 
05 

R5 
325' 

194d 
54t 
738 

Other Grains 

U.S. 
Other countries 

344 
21 

58 
379 

540 
91 

1i1 
33 -

8 -
. 

-
. 

-

Total SIM 981 631 144 8 - - -

a Source: FAO, National Food Reserve Policies in Underdeveloped Countries, Rome, 1958, 
p. 40. mim. edition (English).

b Includes t78,000 tons under Public Law 845; balance, Public Law 480. 
* Includes 199,000 tons under Public Law 665; balance, Public Law 480."Received under Public Law 480. 
* Includes 5,000 tons received from Pakistan as repayment of loan. 



TABLE 3. IMPORTS OF PECIFIC COMMODITIES INTO JAPtN FROM 
U. S. AND OYrHa SouncES, 1950/51-1951-j7 

Source 1950/51 1951/5i 1951,'53 
 195S,54 1954,55 195535t6 1956 57 

Wheat, in thousand metric tons 

U. S.-"Commercial 9i5a 999 1,136 964 564 763 766JSurplus . .
 . . 584° 371b S49 b IAll other countries 534 531 460 930 9H8 1,101 1,073

Total 1,459 
 1,530 1,596 1,894 2,136 
 iis6 i,1b8d
 

Barley in thousand metric tons 

U. 	S.-Commercial 151 499' 368 175 103 301 189
Surplus 
 Ilia 57b SibiiJ

All other countries 151 159 813 598 id9 33 566

Total 
 403 758 1,181 773 484 681 936 

Rice-milled equivalent-in thousand metric tons 

U. S.-Commercial 45A I0N 14 318 175 155 
 4Surplus  - - - - 97b -All other countries 4;48 799 666 1,135 889 	 1,039 555Total 693 901 908 1,453 1.064 1 ,191 559 

Cotton, in millions uf pounds 

U. S.-Comu ercial 67 93 464 3& 445 
 115 418 
Surplus -  - - - 89b 3jbAll other countries 156 444 479 7t3 6S4 
 658 855
Total 783 837 943 1,067 1,079 971 I,3S5
 

Source: FAO/ECAFE, A Note on the Utilization of Agricultural Surpluses for EconomicDevelopment in Japan, pp. 38-41. 
6 Including those imported under the Government and Relief in Occupied Areas (GAROIA) 

Funds. 
b Surplus commodities bought under Title I of Public Law 480.
 
'Surplus commodities bought 
under Section 550 of the Mutual Security Act of 1951, as

amended. 
d Excludes grants of 9"1,874 tons. 
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Chapter 4 

Farm Technology, Foreign Surplus Disposal 
and Domestic Supply Control 

Willard W. Cochrane' 

I 

In this paper, I want to do three principal things: (1) describe and dramatize the 

technological revolution in American agriculture together with its surplus implications; (2) 

describe the pre-eminent role that foreign surplus disposal has assumed in domestic 

agricultural policy together with its potential role; and (3) argue the necessary linkage of 

effective supply control to foreign demand expansion, if good and stable incomes are to be 

realized on representative farms in the United States. In other words, it is the thesis of this 

paper that advancing technology in American agriculture is forcing, first, the acceptance of 

foreign surplus disposal and second, the acceptance of comprehensive supply control. And 

the logical result must be the integration of--the marriage of--these seemingly opposing lines 

of action into a unified policy. And it is the purpose of this paper to record--to legitimatize

-this marriage of for.ign surplus disposal and comprehensive supply control, however 

distasteful it may be to some friends and relations. 

"The author wishes to acknowledge the helpful criticisms and suggestions made by his 
colleagues Sherwood 0. Berg, Lee M. Day, Elmer W. Learn, and Philip M. Raup. Errors 
of fact, judgment or logic are, of course, the responsibility of the author alone. 
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II 

Total farm output increased just about 50 per cent between 1940 and 1958. This is 

a substantial increase, but not a really spectacular one when compared with some other 

growth rates in the American economy since 1940. But when this output increase from 

agriculture is compared with population increases, the shades of the picture change rapidly. 

During the decade of the 1940s, total farm output increased approximately 2.2 per cent per 

year, as total population in the United States increased some 1.5 per cent per year.' 

Clearly farm output was outracing population growth in this decade, but since we were 

fighting a world war and helping the world recover from that war this development turned 

out to be a blessing. We made the world food and fiber needs our needs during the decade 

of the 1940s, hence we could use to advantage all the product that we could get. 

During the 1950s total farm output has increased approximately 2.5 per cent per year, 

as total population in the United States has increased some 1.8 per cent per year. 

Population growth speeded up in the 1950s, but so did the rate of output expansion. At the 

present writing, the aggregate output of agriculture is outdistancing a very rapid rate of 

population growth in the United States by more than one-half of one per cent per year. 

And where the income elasticity of raw farm products approaches zero, as is the case in the 

United States, this imbalance can be disastrous. Where the income elasticity of raw 

products approaches zero, the excess rate of output expansion over population growth 

properly measures the additional pressure of supply on demand each year, hence measures 

the increased*downward pressure on farm prices (or, under price supports, the widening of 

the annual rate of surplus). 



3 

And the surpluses have mounted. Of this development the Secretary of Agriculture 

has kept us well informed. 11e U.S. Department of Agriculture's investment in storable 

stocks has increased persistently--from under 2 billion dollars in fiscal 1952 to an estimated 

9 billion dollars in fiscal 1959. And this build-up of stocks has occurred in the face of really 

massive export programs--programs that have moved between 1.5 and 2.0 billion dollars 

worth of agricultural commodities, in addition to conventional commercial sales, in each of 

the last four years.2 Think where Mr. Benson's stock pile would have been (or where 

fann prices could have been) without this volume of foreign surplus disposal. Further, this 

mounting stock pile is not limited to wheat and cotton; it is now heavily weighted with feed 

grains, which we all recognize as unprocessed livestock and livestock products. In sum and 

in short the surplus condition is general; the mounting surplus in feed concentrates makes 

it so. 

Now what has pushed the rate of output expansion ahead of population growth by 

.6 to .7 of a per cent per year? Basically it is the rapid and widespread application of new 

knowledge to agriculture--new knowledge that is expanding output faster than offsetting 

adjustments can be made in the way of reducing the employment of other factor inputs in 

agriculture, notably labor. The rain of new knowledge across the land, the technological 

revolution sweeping over agriculture, is not a narrow thing tied to machinery and 

equipment--it is a broad thing involving improved skills in labor and management, the 

relocation, recombination and area specialization of commodity enterprises, and the farm 

adoption of new techniques. All of these avenues of new knowledge application, acting and 
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interacting, are raising production functions, lowering cost functions and expanding output 

in agriculture. 

Preliminary estimates from the U.S. Department of Agriculture suggest that total 

inputs in agriculture increased about 10 per cent between 1940 and 1958. Total inputs 

increased 10 per cent, while total output increased 50 per cent. And since I have seen no 

evidence of increasing returns to scale in agriculture, after the obvious smaller-than-one-man 

unit is passed (in fact all the evidence that I have seen suggests constant returns to scale) 

the interpretation of the above data must be (1) that 20 per cent of the increase in total 

output since 1940 is explained by an increase in inputs and (2) 80 per cent of the increase 

is to be explained by technological advance in the broad sense outlined above. 

There is, however, a new school of thought emerging, or perhaps an old school 

gaining a new lease on life, with respect to the employment of resources in agriculture. 

Briefly it says that up to 60 per cent of the increase in output since 1940 is to be explained 

by an increase in total inputs in agriculture. The disagreement seems to revolve around the 

different views held with respect to proper rates oZ depreciation for farm machinery and 

equipment. Hence, we may anticipate a battle of input indexes in the years to come. 

Although this second view of total input behavior in agriculture dampens down 

somewhat the technological-advance theses of certain earlier writings of mine, it in no way 

subtracts from the technological-revolution thesis of this paper. In both views the aggregate 

input of labor in agriculture has declined drastically since 1940--by more than 35 per cent. 

Inputs of land have held fairly constant. And inputs of new kinds of nonfarm capital have 

increased dramatically. In both vies, new and improved capital items have substituted for 
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labor, but in the second view a considerably larger quantity of capital was required to obtain 

the output increase that did occur than in the first, or Cochrane, view. The only question 

at issue is--how much additional capital was required? 

Thus, the ideal construct that I wish to leave with you is the following--new 

knowledge flows into agriculture in many ways: in the form of developed machines and 

techniques to be adopted, in the form of new enterprise combinations (i.e., industry 

relocation and specialization), and in the form of increased labor and management skills. 

Now the first two of these will be adopted, or instituted, as rapidly as they become available 

and as rapidly as labor and management skills permit. They will be adopted in the pure 

substitutional case of capital for labor to realize the increased labor-management returns 

to those persons remaining in agriculture. They will be adopted in the pure technological

advance case first to realize the enhanced profits on the part of the early adopters and 

second to reduce unit costs on representative farms as product prices fall with expanding 

supplies. And they will be adopted, or instituted, in practice for a combination of the above 

two reasons. the incentive to apply new knowledge is there: it is powerful and ubiquitous 

in American agriculture. 

The question may be asked at this point--.will the new knowledge and the new 

technologies continue to pour forth at a rate that pushes output ahead of demand? This 

question is most often asked by persons taking a narrow view of the technological revolution 

in agriculture--persons who tend to view advancing technology in terms of machines and 

equipment. But this I would argue is a too limited--in fact an erroneous--view of the 

technological revolution in American agriculture. A more correct view, I believe, is that of 
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a broad front of new knowledge flowing into agriculture. Sometimes this new knowledge 

takes the for of new machines and equipment, but it also takes many other forms. It takes 

the form of new and improved disease control, improved pest control, improved water 

control, and new and improved breeds and varieties. It takes the form of upgraded labor 

skills--labor that can handle the newer practices and that can see the place for still different 

and improved practices. It takes the form of improved management skills that lead to the 

relocation, recombination and further specialization of enterprises. And this advancing front 

of new knowledge is now fed by many streams besides the Land Grant Colleges; it is fed 

to an increasingly greater degree by private industrial researu; and it is becoming an 

important beneficiary of the large-scale, post World War II research efforts in physics, 

genetics and biochemistry; this is serendipity on a grand scale. Thus, I can find no reason 

to anticipate a slowdown in the flow of new knowledge into agriculture. On the contrary, 

I believe that research and development in agricultural production is running into external 

economies of scale--is running into and is being fed by the fruits of research in the more 

basic disciplines (e.g., physics and biochemistry). 

In sum, and as I see it, useable knowledge and new and improved production 

practices and processes are going to flow into agriculture in increasing abundance. I suspect 

that we are on the threshold of the technological revolution in agriculture, not in the middle 

or latter stages of it. If given half a chance I can become a real Buck Rogers with respect 

to the future of agriculture: the feed supply produced in factories employing artificial 

photosynthesis processes, the sea intensively farmed to yield protein supplies, and animal 

\Q-L 
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products produced under controlled conditions such as we are now beginning to see in 

poultry. 

And as we have observed, the incentive to substitute capital for labor and to adopt 

cost-reducing practices on farms is there. Unless we destroy asset positions of farmers 

generally by puttfig them through the long-run wringer of a free market they are going to 

continue to substitute capital for labor and to expand output. The twin pressures deriving 

out of the technological revolution in agriculture--the pressure to move labor out of 

agriculture and the pressure of the food and fiber supply on population--are going to remain 

with us and intensify because the technological revolution in agriculture is going to remain 

with u.-and intensify.3 The great policy problem of American agriculture in the 1950s and 

in the decades to come is that of finding a way to moderate those pressures and make them 

tolerable to the people living under them--namely, farmers. 

III 

Agricultural exports moving under some kind of special governmental programs 

amounted to between 60 and 70 per cent of total agricultural exports from the United States 

in the post World War II years, and continued at these high levels through the hot Korean 

action. But in the early 1950s--in the first years of the cold war--agricultural exports under 

special programs fell off sharply; such exports fell from a dollar value of 1.2 billion in 1950

51 to 0.5 billion in 1952-53. This new low level of special-program exports held, however, 

for only one year. In 1953-54 agricultural exports underwritten by government began 

moving up, reaching a peak value of 1.9 billion dollars in 1956-57, but leveling off on a 

plateau of around 1.5 billion dollars in the late 1950s. 
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The low level of special-program agricultural exports realized in 1952-53 could not 

hold for reasons discussed above--namely, the pressure of food and fiber supplies on 

domestic population. Mounting surplus stocks following 1953 forced politicians and 

administrators to find a way of disposing of those stocks. And the way was found once again 

in the acceptance of the World's needs for food and fiber as our needs (or at least the needs 

of the non-Communist part of the World). The pressure of food and fiber supplies on 

population in the United States was moderated during the late 1950s by massive surplus 

disposal abroad. To an important degree we exported our farm problem. 

Now the cynic's view of the motives that led the United States to assume the "burden" 

of meeting the unsatisfied food and fiber needs of much of the world in the 1950s may not 

be wide of the mark, but recent efforts on the part of some individuals and agencies to 

analyze away that world need strikes me as being both fallacious and malicious. The need 

is there. The trained observer traveling through the Middle East and much of Asia cannot 

miss it; he does not have to await clinical examinations of the population to observe it; he 

can see chronic undernourishment with his own eyes. And the Food and Agriculture 

Organization has documented this need many times. Using estimates of per capita food 

consumption and requirements presented in the Second World Food Survey4 and world 

population estimates for 1956 I get a very rough estimate of the caloric gap of the non-

Communist world, measured in metric tons of wheat of some 30 to 35 million metric tons. 

(This, of course, is not to suggest that the caloric gap ho~uld be met with wheat alone; 

metric tons of wheat is simply used as a meaningful unit of measure here.) This gap 

compares with annual wheat production in the United States of between 25 and 30 million 

\\u 
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metric tons, with the United States stocks of wheat in 1958 of 24 million metric tons and 

with the foreign surplus disposal of food and feed grains in 1957-58 of 10 or 11 million 

metric tons. The need is there and it is large, but it is not out of this world. 

Further, it is now pretty clear that the caloric gap in the underdeveloped parts of the 

world is widening rather than narrowing.5 Per capita agricultural production in the 

underdeveloped areas of the world in the 1950s has not regained pre-World War II levels. 

Both the Far and Near East, which were formerly net exporters of agricultural products, are 

now net importers. This changed position in the underdeveloped countries is, of course, to 

be explained by the population upsurge in those countries. And the end of this mounting 

population pressure on food and fiber supplies in these countries is not in sight. Let me 

sum up and drive home the import of this deteriorating situation with respect to per caLita 

food and fiber supplies in the underdeveloped countries by quoting from the recent Report 

of the Ford Foundation Agricultural Production Team sent to India to study the food crisis 

developing there. The Report reads as follows: 

India is facing a crisis in food production....
Five million persons per year were added during the First Five Year Plan, and seven 

million per year will have been added during the Second Plan Period. Ten million per year
probably will be added during the period of the Third Plan ending 1966.... This explosive
increase in population will raise the total from 360 million in 1951 to an estimated 480 
million by 1966. 

Preliminary planning is now under way for the Third Plan. No specific targets have 
been announced, but discussions indicate that 
from 100 to 110 million tons of food grains will be required by 1965-66.... 

In order to produce 110 million tons of food grains annually by the end of the Third
Plan, the rate of production increase must average 8.2 per cent per year for the next 7 years.
This rate of increase compares with an annual average of 2.3 per cent from 1949-53 to 1958
59. The task is overwhelming....6 
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Although the food and fiber needs of the underdeveloped countries are great and 

becoming greater, and although the United States has acted to meet the most acute of these 

needs, it does not follow that the foreign surplus disposal programs of the United States 

have in any fundamental sense been good for the recipient counties, for foreign 

competitors, or for the United States. Many share this negative view; I share it in part 

myself. Our first efforts at surplus disposal in the 1950s were very crude. We turned our 

agricultural attaches into order takers; we sent huckster teams around the world to find new 

markets; we engaged in barter; we pushed our surpluses Lard. How much these 

concessional sales cut into the export markets of such friendly nations as Canada, New 

Zealand and Denmark we will probably never know. Probably by not as much as was 

claimed. On the other hand, we were not careful of third-country positions in the mid 

1950s. 

But we have learned much with respect to the mechanics of foreign surplus disposal; 

we have become sophisticated dumpers. We now consult formally with the various export 

countries through the F.A.O. Consultative Committee on foreign surplus disposal, we consult 

informally with competing nations in tie initiation and modification of disposal agreements 

with recipient countries, and we are firmly committed, in the Administration at least, to the 

"additional principal" (i.e., concessional sales, or grants, to a recipient country must represent 

additions to the regular commercial sales of that country.)7 In short, we have made great 

strides in the way of improving the operation of surplus disposal programs vis-a-vis other 

nations; also the sale of food and fiber supplies for foreign currencies is a bright institutional 

innovation. 
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But there remain grave difficulties with our total foreign surplus disposal operation-

difficulties that in my opinion must be resolved if this course of action is to be pursued on 

a sustained basis with beneficial consequences to all parties concerned. These difficulties 

are highly interrelated, but gain in clarity, I believe, through separation. They are: 

(1) The temporary, emergency quality of our foreign surplus disposal operations. 

Although everyone likes a bargain, there have, as yet, been few lasting benefits to the 

recipient countries involved. Current consumption levels have been increased; and this can 

be important to hungry people. But little else has been achieved. Economic development 

projects, for which currency received from the sale of food and fiber in the recipient 

countries has been set aside, remain anto important degree in the planning stage; 

disbursements of funds to finance projects la far behind the planned use of funds. In short, 

our foreign disposal programs were conceived by this Administration as expedient, 

temporary, disposal measures, and they are so treated by all concerned. 8 

(2) The great uncertainty created all around by our foreign surplus disposal 

operations. We, ourselves, don't know how long we will place primary emphasis on this type 

of adjustment, what forms the programs will take, the extent of the price concessions and 

the nature of the side conditions attached to such sales. And foreign competitors are 

completely in the dark with respect to our plans, as are prospective recipient nations. In this 

context, rational action is impossible. Plans of economic development of several years' 

duration based upon agricultural exports from the United States must be based upon either 
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hope or conjecture, consequently they often are not made. This is the irresponsible aspect 

of our foreign surplus disposal policy. 

The question may then be asked--what do we need to do to make these disposal 

programs acceptable to friendly competing nations and to contribute to economic 

development in the recipient nations? I would state the basic need as follows: in the 

disposal of surplus agricultural commodities in foreign countries, the United States must be 

prepared to make some policy commitments of long-run duration with respect to program 

objectives, availability of supplies, means of financing and so on. the specifics of this general 

course of action can be stated under the following seven points: 

(1) Except in famine situations, surplus agricultural commodities in the United States, 

when disposed of abroad, are to be used exclusively to finance economic development. 

Economic development is here interpreted broadly to include education and training of the 

human agent as well as physical capital formation, but all food and fiber shipments must be 

related to, or integrated into a plan, or plans, of economic development.9 

(2) Once "surplus" agricultural commodities from the United States become 

committed to a development plan, or project, of a foreign country, for whatever duration, 

one year or ten, they cease to be surplus commodities and the whole operation ceases to be 

a foreign surplus disposal operation. At this point, the committed supplies become 

"development supplies" and get built into the aggregate demand for the farm products of the 

United States; they become a recognized claimant on domestic production in the same sense 

as the School Lunch Program and the International Wheat Agreement. 
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(3) Food and fiber supplies committed to development plans and projects would be 

financed by means acceptable to the recipient countries but with the basic objective of 

speeding economic development; perhaps by grants, perhaps by loans, perhaps by sales for 

national currencies. The financing principle to be followed here is one that maximizes 

economic development, not the money return to the United States. The charge that the 

United States' only concern is that of exporting its farm problem would thus be refuted and 

the entire program would become a humanitarian program with lasting possibilities. 

(4) Recipieat countries must in every case provide evidence that these "development 

supplies" from tile United States do not reduce their "normal" acquisitions of food and fiber 

from other countries. By this and the previous point, criticisms by foreign competitors would 

lose their force. 

(5)Since "development food and fiber supplies" could finance only a part of every 

plan or project, complementary programs to finance the purchase of hard goods, 

construction materials, and services would be necessary. In some cases, food and fiber 

supplies might finance up to 70 or 80 per cent of a project (e.g., road building under an 

antiquated state of the arts), but in most cases the percentage would be lower. Hence, the 

financing of non-agricultural supplies must be a part of the total program. 

(6) Competing nations burdened with agricultural surpluses (e.g., Canada, Argentina) 

should be invited to participate in this "food for development" program. And to the extent 

that competing nations desired to participate, multilateral arrangements could be initiated. 

This is the way that a formal international program under the sponsorship of the U.N. might 

come into being. 
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(7) But until such time as a world program did come into being the F.A.O. (or some 

other U.N. agency, or set of agencies) should be charged with the responsibility, and be 

provided with the necessary funds, to aid recipient countries formulate and execute plans 

of economic development. This provision would speed development where administrative 

experience and technical know-how are most lacking. Further, it would free the United 

States of the charge of meddling in other countries' internal affairs. 

Now some of you must be saying--"What does this fellow mean by using food to 

finance economic development; I know what it means to give food away, but how do you 

use it to finance a 5-year plan, or education?" Since my whole argument rests upon the use 

of surplus food supplies to create capital, human and physical, in uuderdeveloped countries 

it is imperative that I show how this can be done. And let me do it through the use of two 

illustrations: (1) the simple case of road building or land clearing in a very poor country, 

and (2) underwriting a part of the costs of a major plan of development in a country such 

as India (because of time limitations we must forego the important but complex case of 

vocational education and training). 

First let us consider the simple road-building or land-clearing case in a very poor 

country. The country involved would plan the project, probably with the technical assistance 

of FAO. and mobilize the workers involved, together with their families, into construction 

camps. The United States would commit itself to provide the kinds and quantities of basic 

foodstuffs and fiber products required to feed and clothe the workers and their families for 

the duration of the project. The United States would further grant the country a loan to 

permit it to acquire the hard goods required on the project--picks and shovels and some 
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heavy equipment, but not the ultimate in modem earth-moving equipment. The food and 

clothing costs of the project would probably run to 60 to 70 per cent of the total project 

costs, and these costs we would defray. The foreign country involved would pay the workers 

a small cash wage in its own currency. 

Now let us consider the use of food supplies in underwriting, in part, a national plan 

of economic development. Assume that India comes to us with a five-year plan, which she 

may well do, involving the transfer of thousands, possibly millions, of workers first from low

production jobs in agriculture into some kind of vocational training and second into 

manufacturing and construction jobs. In the early phases of the plan total output of food 

would probably decline somewhat; in later phases, the demand for food resulting from the 

increased prodactivity of the workers involved would probably increase more rapidly than 

agricultural production. Thus, to execute such a plan without serious price inflation the 

country would need to increase its imports of food supplies for 5 or 10 years. But it is 

already using its scarce foreign exchange to import the hardware central to the execution 

of the five year plan. Here, then, is where we would step in and offer to provide those food 

supplies at such prices and under such loan conditions as would not impair the financial 

structure of that developing country. We would agree to supply a given bill of food and 

fiber goods on the condition that it did not cut back its normal commercial purchases from 

us and other national suppliers. This we are doing in sort of an after the fact way with India 

right now. But we should formalize the procedure and turn it into a forward operating 

instrument of policy in the case of India and other responsible national governments (e.g., 

Mexico and Turkey and perhaps Egypt and Pakistan). 



16 

There are shortcomings to the above general approach. First, it would cost more 

than the present program for comparable quantities. Second, many governments in 

underdeveloped countries are not sufficiently strong, or sufficiently responsible, to effectively 

administer the development plans and projects envisaged. Third, the substitution of 

levelopment supplies for regular imports will never be completely satisfactory to all parties 

concerned. But to recognize that problems would be involved is not to say that we should 

not give these ideas a try. Any course of action, including doing nothing, involves problems. 

Many economists criticize me for this stand, arguing as follows: This course of action 

will perpetuate the farm surplus problem in the United States, and it is an inefficient way 

to help the underdeveloped countries to help themselves. It would be better policy, they 

argue, to move toward freer trade, and make dollar grants, or loans, to these countries and 

thus permit them to purchase what they need for development purposes wherever in the 

world they are able to get the best deal. To this I would say they might be right if the 

economic maladjustments in the world were not so overwhelming. Theirs is an approach 

that works well when economic sectors and resources are in reasonable adjustment--when 

we are concerned with inter-firm resource adjustments in an economic world that is 

functioning smoothly. But there are serious maladjustments abroad in the world--some 

countries are poverty stricken, others are struggling to keep from falling back into a poverty 

situation, and still others are cursed with a surplus of 

agricultural cormmodities. These kinds of major maladjustments the market does not handle 

well. 

S~
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Under the course of action suggested here, two great social complexes, each unstable 

and unhappy by itself, are made to complement one another. One the one hand we have 

massive poverty, underemployment, and a revolutionary drive on the part of the peoples 

involved to improve their worldly lot. On the other we have great opulence, excess 

agricultural capacity now taking the form of food and fiber surpluses, and a strange mixture 

of humanitarianism and fear. The transfer of surplus food and fiber supplies from the 

United States and their conversion into development supplies in underdeveloped countries 

becomes the policy bridge whereby the pressure of food and fiber supplies on population 

in the United States is moderated and the pressure of population on food and fiber supplies 

in the underdeveloped countries is moderated. By this policy bridge we buy the kind of 

adjustment time required in each social complex; and its construction would constitute 

political action at its best. 

IV 

It is one thing to moderate the pressure of food and fiber supplies on domestic 

population through the sustained use of excess agricultural productive capacity in the United 

States to finance development in underdeveloped countries, and it is quite another thing to 

keep that pressure from rebuilding. If we were to run a foreign development program on 

a sustained basis at the level of current surplus disposal operations, and if the rate of 

agaregate farm output expansion did not increase, this course of action would reduce by 

about one half the amount of contraction needed to bring total agricultural output in line 

with total demand at a level of farm prices slightly above present levels. If further we were 

to run a foreign development programs on a sustained basis at double the current level of 



18 

surplus disposal operations, and if the rate of aggregate farm output expansion did not 

increase, this course of action would erase the surplus stock situation in a reasonable time 

and begin to exert an upward pressure on the level of farm prices. If, still further, we were 

to run a foreign development program on a sustained basis at triple the current level of 

surplus disposal operations (which is probably all that the non-Communist world could take 

on a need basis and a good deal more than it could take on an effective development basis) 

and if the rate of aggregate farm output expansion did not increase, this course of action 

would very quickly exert a strong upward pressure on farm prices. 

But please note that to each of the above situations, which progress from the realistic 

to the idealistic, I attached the condition if the rate of aggregate farm output expansion did 

not increase with increases in total demand. But what is to keep the rate of aggregate farm 

output expansion from increasing in these situations? What is to keep the pressure of food 

and fiber supplies on domestic population from rebuilding? Nothing so far as I can see, 

unless farmers accept comprehensive supply control. The total outturn of food and fiber 

supplies in the United States is currently outracing total market demand (domestic and 

foreign) plus the current level of foreign surplus disposal. And the rate of output expansion 

would certainly increase under expanded foreign development programs. 

For the doubters let me recall some history. In the late 1930s agriculture was 

plagued with excess capacity just as it is now. But as the demand for farm products 

strengthened in 1939-41 with the happy shift from widespread unemployment to full 

employment that excess capacity was used up, and both farm prices and farm output began 

to move up. And when the World's food needs were heaped upon this domestic full 
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employment demand during and following World War IL,and the total demand for food and 

fiber products shot forward, the total output of the United States agricultural plant also shot 

forward. Despite the huge outflow of human resources from agriculture during the war 

years, 1942-44, and the limited inflow of capital, aggregate output followed closely behind 

the great expansion in demand of that period. And aggregate output caught up with 

demand in 1948-49, and has been pressing against it ever since. 

I would argue further that the output-increasing potential of American agriculture 

is greater today than it was in the late 1930s. First, the excess productive capacity that could 

be thrown into the breach of expanding demand is greater today than in the late 1930s. 

Second, total inputs in agricultural production could be easily and readily increased through 

a slowdown in the rapid rate of outmigration from agriculture. Third, there is no hot war 

at the present time to limit the inflow of capital, and farmers' asset positions are generally 

much stronger today than in the late 1930s. Finally, a broad front of new knowledge 

currently exists to be adopted in agriculture. In sum, it is my considered opinion that an 

expansion in total demand resulting from a tripling of present levels of surplus disposal 

would be matched by an increase in aggregate output within two or three years. 

Thus I draw the following conclusions: (1) any expansion in aggregate demand from 

any source that might be contemplated now or in the foreseeable future will be quickly 

followed by an expansion in aggregate output such that the pressure of food and fiber 

supplies on population is reestablished, with the consequent depressing effects on prices 

and/or a buildup of surplus stocks; hence (2) the receipt of good and stable prices and 
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incomes by farmers generally is dependent upon their widespread acceptance of supply 

control. 

I have recently discussed the mechanics of supply control in some detail1" and I 

shall not repeat it here. But we must be clear on terms, and we must share some common 

ground with respect to general methods, potentialities and problems of supply control. By 

supply control I mean the conscious adjustment of supply IQ demand, commodity by 

commodity, year after year, to yield prices in the market that have already been determined 

as fair by some responsible agency. And we recognize that numerous avenues of adjustment 

have been tried, or discussed, in connection with supply control, although most have been 

conceived as emergency measures and in a half-hearted spirit. But farmers have taken and 

continue to take some steps in this direction. There are, first, the voluntary efforts of 

cooperative marketing associations to control marketable supplies. There are, second, the 

efforts of government to control supplies through the control of one input--usually land, but 

occasionally the more daring ideas of a planned movement of labor out of agriculture, or 

a tax on the use of a key input (e.g., fertilizer), are considered. There is, third, the use of 

sales quotas to limit supplies to some market goal. 

The first of these efforts has never proved effective except where linked to the third. 

The second general method has been employed many times in many forms with varying 

degrees of success. The third general method has been employed with considerable success 

in sugar, tobacco and certain specialty crops, but it has not as yet found acceptance among 

the major problem commodities--not in the great feed-livestock complex, including milk, or 

in wheat, or cotton. 

\\1. 
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It is my contention, however, that farmers must come to accept supply control of the 

rigorous type involving the use of sales quotas. This contention is based upon two strands 

of reasoning: (1) the general conclusion reached above to the effect that total supplies will 

quickly adjust upward to match any expansion in demand, and (2) that supply control based 

upon adjustments in any single input (e.g., land, or labor) is blunt and ineffective. Land 

retirement and the movement of labor out of agriculture are blunt processes which do not 

lend themselves to fine adjustments in supplies; only the roughest relation can be established 

between a planned reduction in the employment of land, or labor, and the output response-

and this is not good enough where demand is highly inelastic. And, as the state of the arts 

advances, our ability to substitute one factor for another increases, hence we can expect the 

ready substitution of uncontrolled inputs for the controlled inputs under this type of control, 

and an ineffective supply adjustment. Trying to adjust supplies through the control of one 

input is like trying to bail out a leaking boat with a sieve; it is next to impossible. 

In the world of effective and comprehensive supply control the composition of 

demand is all important, for remember what we are doing is adjusting supplies 1o demand

at-a-price. In thinking about this control problem it is convenient to break total demand 

into four components: (1) domestic market demands, (2) special domestic program demands 

(e.g., school lunch), (3) foreign commercial demands and (4) special foreign program 

demands (e.g., to finance economic development). The first component is given to the 

problem by the level of employment and consumer tastes, the second contains precious little 

room for expansion, and the third, too, is given to the problem. It is with respect to the 

fourth component, the special foreign program demands, that real room for decision exists. 
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Decisions made with respect to this fourth component will determine in large measure the 

size of the initial bite of supply controls on producers for several years to come--will 

determine the size of painful downward adjustments required of American agriculture. In 

this way domestic supply control and foreign surplus disposal are inter-related: the 

magnitude of the former in the initial stages, at least, depends upon the magnitude of the 

latter; the latter without the former is of limited value to American farmers; and in 

operation they fit hand in glove. 

The task of this paper is completed; the marriage of foreign surplus disposal and 

comprehensive supply control has been recorded. The mechanics of this marriage union are 

sketched in the foregoing paragraphs relating the adjustment of supplies IQdemand; the 

logic of the union has been the work of the whole paper. 
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ENDNOTES 

'These percentages and the comparable ones in the following paragraphs are simply the 10 

year percentage changes divided by 10. 
2See the outlook issues of the Demand and Price Situation for the relevant data. 

3The writer was sorely tempted at this point to throw away the topic and outline of this 
paper, and explore in detail our unconscious policy with respect to the development and 
dissemination of new knowledge in agriculti;rc--to expioui the large and unknown resource 
commitment inresearch and education that is propelling the technological revolution in 
agriculture. But that is clearly the subject of another paper, which is taking shape in the 
writer's mind. 

4Published by the Food and Agriculture Organization of the United Nations, Rome, 
November 1952. 

5See the discussion in The State of Food and Agriculture 1958, Food and Agriculture
Organization of the United Nations, Rome, 1958, pp. 9-33. 
6Report on India's Food Crisis and Steps to Meet It, issued by the Ministry of Food, the 
Government of India, April 1949, pp. 11-12. 
7Strictly speaking, adherence to the "additional principle" is limited to sales for foreign 
currency under P.L 480, and there is continued pressure to engage in barter and 
concessional dollar sales that are competitive; but there is a growing general awareness that 
the leader of the free world cannot dump at will on its friends. 

8This emergency view of foreign surplus disposal of the present Administration becomes 
abundantly clear in the recent testimony of Clarence L Miller, Assistant Secretary of 
Agriculture, on the "Food for Peace" Bill, S.1711. He states that "we do not believe that 
any greater rate of disposition would result under a five-year extension than can be attained 
under a one-year extension." But nowhere in his testimony does he give consideration to 
the needs and problems of the recipient countries in undertaking economic development.
On the contrary he voices the fear that the authorization of supply commitments up to ten 
years would "...provide for programming of certain commodities whether or not they are in 
surplus supply." For Mr. Miller foreign surplus disposal is simply an avenue of disposing of 
visible surpluses that happen to be in the hands of the United States government. 

9This statement is not intended to constitute a rejection of multi-lateral commodity 
agreements; such agreements must play an important role in a controlled agriculture. 

°"'Some Further Reflections on Supply Control," Journal of Farm Economics, Nov., 1959. 
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Chapter 5 

Value of U.S. Farm Surpluses to
 
Underdeveloped Countries*
 

Theodore W. Schultz 

The American perspective on farm surplus disposal s.-ems to take this form: U.S. 

farm surpluses are a fact of life, they must be disposed of, and the natural place is abroad. 

Particular underdeveloped countries need these farm surpluses and they need them above 

all for their economic development; thus, the thing to do is to place them in the hands of 

the governments of such countries. But private and public motives for disposing of these 

sUrpluses are not so clear or cogent. Many a citizen who is motivated by deeply held 

humanitarian values is far from happy knowing that there millions of people in theare 

world with all too little food and that his country is beset by a wasteful abundance. What 

is simpler and more just than to share our abundance? There are some who speak for farm 

groups who know that these disposal programs are essential to maintain the existing farm 

policy; their motives are not wholly altruistic. The lot of legislators who enact the law and 

of public officials who administer Public Law 480 is not an easy one; their choices are 

"In revising this paper I have benefited much from a number of critical comments and 
substantive data and studies that I received from Mordecai Ezekiel, Dale E. Hathaway,
Bartlett Harvey, Harry G. Johnson, Sherman E. Johnson, Edward Mason, Don Paarlberg,
Herbert Stein, Lauren K. Soth, Walter W. Wilcox and Lawrence Witt. None of them, 
however, should be burdened with any of the limitations of this paper. 

, 



2 

shaped by many conflicting pressures, and they are bound by various policy, legal and 

technical considerations. 

I propose not to dwell either on the aspirations or on the underlying beliefs and 

values of Americans related to this issue, but on costs and returns related to P.L. 480. 

Although I accepted the invitation to prepare this paper with alacrity, I realized then 

and more poignantly later how difficult it is to discuss this topic and not be misunderstood. 

It may help to be explicit about these difficulties. No one can blink the fact that the farm 

surpluses have become vast, nor have they been shrinking. Not so long ago when CCC 

stocks were still small and still had some connection with supply and demand contingencies, 

it was the "ever normal granary." Now, however, the prophecy of G. F. Warren has been 

fulfilled: "a granary easy to fill but impossible to empty"! The more farm surplus we 

dispose of the larger the remaining surplus becomes! Thus we have invented still another 

tread mill. 

One question can be disposed of promptly: Can the United States solve its farm 

surplus problem by bigger and better disposal programs? Here I fully concur in the negative 

answer given by Professor Cochrane in his presidential address a year ago. But on the 

question: Are these disposal measures a necessary and integral part of comprehensive 

supply contro!s (a better term would be "rationing agricultural production")? He was of the 

view that "they fit hand in glove and should be married forthwith." Some may both nod and 

wink at so convenient a marriage. But are the pair so happily matched as all that? If these 

rationing measures can control production there need be no surplus whatsoever. Farm 

surpluses would disappear unless we wanted them, and that would be quite another matter. 

i 1I I 
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These surpluses have not sprung out of the vagaries of weather or out of fluctuations 

in demand, nor have they been caused by the slow economic growth of poor countries. They 

have been a conspicuous consequence of U.S. technological and price policies, and the 

solution lies in alternative policies to those now in effect. And here I do not rule out 

"comprehensive supply controls," although I remain skeptical that such controls are 

politically feasible--not because of an unwillingness of government to try them, but because 

of their adverse welfare effects and because the public and private costs would be too high 

to be tolerated politically. 

It is easy to rationalize our farm surpluses into international assets. But in doing so, 

we deceive no one but ourselves. We can go on making a virtue of them, but thoughtful 

people and informed leaders abroad are not deceived by what we say; they see clearly that 

we have been making our foreign economic policy fit our internal convenience. 

I hold, as do many Americans, that the United States should do much more than it 

is doing presently to reduce the inequalities in income among the peoples of the world. 

Whether such a position is based on humanitarian benevolence, utilitarianism, or a long run 

self-interest raises issues that are not easy to untangle by simple introspection. Lend Lease 

and the Marshall Plan had special merit under the circumstances of the time. But there is 

now no Marshall Plan, so we settle for P.L 480. It is said that whereas the American 

people wish to do much more to assist underdeveloped countries increase their national 

income, Congress sees it otherwise and thus Congress on this issue does not represent the 

will of the people. The argument then proceeds, since a Marshall Plan for poor countries 

cannot be enacted, and since Congress must cope with farm surpluses, the-disposal of these 

1..k 
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surpluses abroad permits the American people to contribute more than would otherwise be 

possible, given the unwillingness of Congress to act directly and decisively in providing U.S. 

resources for underdeveloped countries. I am not at all impressed by this line of reasoning. 

On the contrary, one o'f the major obstacles standing in the way of the United States doing 

more to assist poor countries is the widely held belief that military aid is good economic 

assistance and that U.S. farm surpluses are a powerful resource for economic growth in the 

underdeveloped countries that receive them. Meanwhile, we are drifting even further into 

an unsatisfactory farm and foreign economic policy, and in the process fail to live up to the 

will of those Americans who really wish to assist underdeveloped countries win a larger 

national in,:ome. 

The reason why I entered into a rather long discussion of the unsatisfactory state of 

U.S. farm policy in the preface of this paper, was to make explicit my misgivings about any 

treatment that assumes that the United States does not have better agricultural policy 

alternatives. 

So much then by way of a preface. In the rest of this paper, I propose to examine 

three related questions: (1) What is the value of P.L 480 products to countries receiving 

them, relative to U.S. costs? (2) What do these countries "pay" us for P.L. 480 products? 

(3) What are the effects of P.L 480 farm products upon the agriculture of the countries that 

receive them?1 

I. Costs and Value of P.L. 480 Products 

CCC costs are more than twice the value of these products to the recipient countries. 

Yet, in terms of marginal revenue foregone from foreign sales of U.S. farm products, if we 
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treat our farm program and production as given,2 the cost to us is much less than the value 

of these products to the countries receiving them; costs to us, treated thus, may be zero. 

What, then, are the costs to us of P.L 480 products? (1) There is a set of costs for 

which appropriations are made to reimburse CCC. (2) There is another set of costs based 

on considerations of marginal revenue. To get at these we need to consider what would be 

the marginal revenue to total U.S. export earnings from agriculture if P.L 480 products were 

sold abroad. 

Altogether, over $9 billion have been authorized for Title I of P.L 480.3 These are 

dollars to reimburse CCC for its "sales" under this title. CCC costs, however, include many 

expenditures that do not add to the value of these products to India, Pakistan or to other 

such countries receiving P.L 480 products. As a first approximation, I shall take the 

difference between CCC costs, which are covered by U.S. appropriations, and the "export 

market value." By this criterion, about 30 cents of each dollar of CCC costs consists of such 

expenditures.4 The next step entails an adjustment to world market values. 

This export market value is based mainly on world market prices at which the U.S. 

has been prepared to sell. It would have been substantially lower had the U.S. sold all of 

its exportable farm surpluses freely at whatever world prices they would have fetched. 

There are various ways of gauging what such a world price would have been, but at best it 

would be a guess. My guess is that it would have been in the neighborhood of one half of 

CCC costs. 

What about the marginal revenue test? P.L 480 exports have been about 27 per cent 

of all U.S. exports of farm products. Suppose that there had been no P.L 480 exports and 
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that all P.L 480 farm products had entered world markets and had been sold along with the 

other U.S. exports of farm products, would the total U.S. export earnings from agriculture 

have been larger than it has been? Inasmuch as wheat and wheat flour have accounted for 

about half of all P.L 480 exports, and given the "low price elasticity" of the world demand 

for wheat, it is hard to believe that the marginal revenue from such additional U.S. exports 

(taking all P.L 480 farm products) would have been positive.S This view of costs implies 

that countries like the U.K. that have been importers (e.g. of wheat) have paid a higher 

price than they would have had we sold P.L 480 wheat to the highest bidder in world 

markets. Also, if free world market sales had been the alternative, and if one is prepared 

to treat U.S. farm programs and agricultural production as gjym then even Canada and 

other countries that export these farm products have "benefitted" from P.L 480! 

Let me now consider the value of P.L 480 products to the recipient countries. Here, 

a first approximation would be the value to them at free world prices, or at about half of 

CCC costs. This estimate, however, would be too high because these particular countries 

would not have purchased as large a quantity of U.S. farm products at free world prices as 

they have acquired under P.L 480. If these underdeveloped countries had had a choice of 

receiving from the United States either dollars or farm products of equivalent value at world 

prices, they would with few exceptions have preferred to have the dollars because the dollars 

would have been worth more to them in achieving economic growth or in serving other 

purposes that they ranked high among their national goals. If they had received dollars they 

would have used some of them to acquire producer goods, although no doubt many U.S. 

farm products would also have been taken, as was the experience under the Marshall Plan. 
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To illustrate, suppose that India were given a choice of either $1 billion of U.S. farm 

products at world prices or 750 millions in unrestricted dollars. I believe that the 

government of India would prefer the dollars.6 P.L 480 farm products have been worth 

less to the countries that have received them than the value of such products would have 

been at free world market prices. 

Let me close this section with a brief summary: 

(1) CCC costs of P.L 480 products appear to me to have been in the neighborhood 

of twice the value of these products had they been sold freely in world markLts. 

(2) Costs to ihe United States of P.L 480 products measured in terms of marginal 

revenue foregone from foreign sales may have 

been zero, provided we treat our farm programs and agricultural production as a constant. 

(3) The value of P.L 480 products to the countries receiving them has perhaps been 

about 37 cents for each dollar of CCC costs. 

(4) Accordingly, under conditions set forth in (2) and (3) above, there is a substantial 

range for negotiating P.L 480 transactions, inasmuch as the value to the recipient countries 

is about 37 cents per dollar of CCC costs and the cost to us in earnings foregone may be 

zero, on the shaky assumption that we will not improve our agricultural policies. 

(5) It is a serious misconception to treat all P.L 480 appropriations to cover CCC 

costs as if these were a valid measure of the true value of these farm products to the 

underdeveloped countries receiving them. Half or more are simply a consequence of our 

farm programs. It is also misleading to treat all CCC costs as a "charge" against agriculture 

because some of these costs represent resources of substantial value to the receiving 
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countries and this part should be treated as "foreign economic aid" or as 

items for which the U.S. government is paid by the countries receiving P.L 480 products. 

I. What Do Countries Receiving P,L 480 Farm
 
Products Pay for Them?
 

When the foreign currency accounts are once settled, the payment will be, as I read 

the record, somewhere between 10 and 15 cents per dollar of the CCC costs. Agreements 

under Title I are sales for foreign currencies. Here "the U.S. attempts to obtain maximum 

dollar return to the CCC for sales from foreign currencies...for Embassy expenses, 

procurement of housing for military dependent personnel...," and for more than a baker's 

dozen of other purposes authorized under section 104(a) through (r) of Title I (and more 

are being added). Precisely how these sales are treated in any particular negotiation is a 

matter of law, of bargaining capacities, and of convenience, about which the U.S. 

government is not so clear that one can see it with half an eye; the legislative mandate on 

which P.L 480 rests is not a little deceptive. 

There is an ample supply of difficulties. The whole affair is beset by a money illusion 

based on the belief that all foreign currencies are like dollars. There is the misconception 

that loans in foreign currencies can solve the problem of large balances of U.S. owned 

foreign currencies in particular countries, although loans in such cases only postpone facing 

up to an unhealthy situation where they already are a small cloud menacing our 

relationships with some of these countries. There is no clear 

conception of the, interrelationships between U.S. internal affairs and U.S. external policy 

objectives. 
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Much confusion also stems from the essentially iintegrated nature of the U.S. 

government. Many different agencies become involved, each with its particular domain 

based partly on its unique relationship to the executive, partly on its relationship to one or 

more subcommittees of Congress, and partl on its competence, prestige and desire to 

become more important. The Department qf Agriculture is driven to enlarge the surplus 

disposal opportunities abroad, to transfer th farm products so as not to interfere with the 

normal U.S. market channels, to acquire foreign currencies to develop farm markets, hold 

agricultural fairs and engage in some types of research in these countries. The all-pervasive 

quest for national security gives the Pentagon much leverage to use P.L 480 funds for 

military aid. The Treasury insists on a banking and fiscal concept and presses for loans and 

a performance befitting hard money, and is joined by the Bureau of Budget demanding a 

stern fiscal procedure. The Development Loan Fund, although weak, is geared to soft 

money and the existing foreign currency mess. Some U.S. agencies wish to acquire office 

buildings and exhibition grounds abroad. Funds are authorized for student exchanges, 

suitcase scholars, U.S. sponsored schools, publications, bi-national centers and for still other 

activities assigned to the Library of Congress and the National Science Foundation. The 

Export-Import Bank administers the Cooley loans using some of the P.L 480 foreign 

currencies to promulgate the American heritage of foreign enterprise. Meanwhile, the 

Department of State conducts the sale negotiations and is basically concerned about the 

foreign policy implications of P.L 480, i.e. impact on competing exporters and impacts via 

foreign currencies; but it is much buffetted about. One sees this throughout the 

Congressional Hearings. To cite one bit of legislative history, the Hon. Harold D. Cooley, 
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chairman of the Committee on Agriculture of the House, "instructed" a representative of the 

Department of State as follows: "We are primarily interested in getting rid of these 

surpluses and we don't care how you do it and under what authority. We have told you we 

want the commodities sold for dollars first and then for foreign currencies or then donate 

7
them. 

I do not wish to imply that all of these many desperate purposes and activities are 

undesirable, or that these agencies are beset by irresponsible people; not at all. My purpose 

here is to reveal some of the roots of the widespread confusion that characterizes the 

administration of these disposal programs, whether one examines them from the vantage 

point of Washington or from New Delhi or any other foreign capital in a country receiving 

P.L 480 farm products. 

To return to the question, what is paid? The Bureau of the Budget reports that 

through September 15, 1959, the cumulative sales agreements under Title I had a total value 

of $4 billions.8 Of this the Department of Agriculture had $27 millions for utilization 

research and $35 millions for market development and agricultural fairs. I would treat the 

first of these as serving the receiving countries (although those who sponsor it would treat 

it otherwise) and the second item as serving our special interest and thus the latter is a 

"payment" to us. The Department of State had $44 millions for educational exchanges and 

$8 millions for American sponsored schools; both of these serve mainly the receiving 

countries (the $44 millions could be treated 50-50). The U.S. Information Agency had $7 

millions for publication and $5 millions for bi-national centers. Whether these serve mainly 

the United States or the receiving countries is for me an open question. The Department 
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of Defense had $113 millions for military family housing; this item may be treated as a 

payment to us. $45 millions appear for exports to third countries and those belong under 

payments. Assuming now that half of the Information Agency figures are for us, this list of 

"payments" totals about $200 millions. The common defense column shows $328 millions, 

nearly all in Korea, Pakistan, Turkey, Formosa, Spain and Vietnam. Allocations and 

reservations for Treasury uses are $6 millions for scientific activity which I assume serve the 

receiving countries, and $594 millions for general expenses, a substantial part of which is 

book credit concentrated in a few countries--Spain, India, Turkey, Yugoslavia and Pakistan-

where they have little prospective value for us. 

Altogether, then, for the $4 billions of foreign currencies I would treat at most 

between $700-$800 millions as "payments"; moreover, this estimate is undoubtedly on the 

high side because most of these foreign currencies are accumulating in a few countries 

where they will have little value to us under the realities that confront these countries. 

It is indeed a serious misconception to treat the vast sums of foreign currencies that 

have been deposited and are being deposited to the account of the U.S. Embassies abroad 

as if they were hard money that will eventually be converted into dollars, if only we manage 

to hold onto them, through loaias of various sorts within the countries concerned. It is high 

time that the United States adopt a policy of reducing very substantially these exceedingly 

large balances of U.S. owned foreign currencies. I would support the recommendation that 

when a U.S. balance held in any country exceeds the foreseeable needs of the United States 

in that currency for the next two or three years, the United States should treat the 

remainder as a "surplus" and proceed to transfer it to the country as a grant. 
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Thus, the key "estimates" on which the reasoning in Sections I and II rests are as 

follows: Percent of 
Millions of CCC costs 

1. If CCC costs of P.L. 480 products were 
dollars 

5,700 
(5700 = 100) 

100 
2. Sales for foreign currencies become 4,000 70 
3. Value at worid market prices equals 2,850 50 
4. Value to receiving countries 2,110 37 
5. Upper estimate of what the U.S. will 

receive 855 15 
6. Lower estimate of such receipts 570 10 

III. What are the Effects of P.L. 480 Products Upon 

the Countries Receiving Them? 

P.L 480 increases the quantity of resources at the command of countries that receive 

them. To this extent the country is better off. A measure of this over-all gain, according 

to my "estimates," is that $5.7 billions of CCC costs adds $2.1 billions of real resources to 

those of the countries that receive P.L. 480 products, and if ultimately they pay at the lower 

limit of my estimates, the net addition to their resources will be somewhat more than $1.5 

billions. 

Conceivably, at one extreme, circumstances could be such that internal consumption 

would increase by an amount that is virtually equal to the flow of P.L. 480 farm products, 

and at the other extreme, it could be that virtually all of these are transformed into "savings" 

and additional capital formation. A number of things could be done by means of internal 

programs to turn the process in favor of additional consumption or towards capital 

formation. But what is happening on this score is far from easy to determine. I would 

venture the guess that real income of consumers rises somewhat as a consequence of the 

availability of P.L. 480 farm products and that they increase their saving by as much as 10 
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per cent or more of the rise in their real income, and that in a few countries, for example, 

in India, the increase in the intake of food also acts as a kind of "producer good" in 

enhancing the energy and strength and thereby the amount of productive work that is done. 

All of these would seem to be desirable in serving positively both consumption and 

productivity. 

But what are the effects of P.L 480 imports upon agriculture? Here we can do no 

more than speculate about what is plausible. Unfortunately, there are few data and no 

relevant studies.9 What these effects have been seems to be "nobody's business." In all of 

the hearings before U.S. Congressional Committees and in the statements and reports of the 

executive branches, I have found no serious considerations of this aspect of P.L 480 

operations. There are only pious words bespeaking the many virtues of economic growth. 

What we do know is that U.S. policy concerning the use of P.L 480 loans and grants 

is set against agriculture in the receiving countries. Uses of P.L 480 foreign currencies that 

would increase the export availability of surplus farm commodities are virtually prohibited, 

and so are investments that would significantly increase the production of surplus farm 

commodities other than food and feed. 

As things are going, the effects of P.L 480 imports upon agriculture are likely to be 

adverse. Here, however, each country has a policy choice. A country may decide that her 

agriculture represents only a second best, or less than this, among the major sectors in what 

each can contribute to her economic growth. If that is so, my comments are not relevant. 

If, however, it is to the best long-run interest of a country receiving P.L 480 products to 

expand her agricultural production along with growth of her industry, then my observations 

..J(
 



14 

have a bearing. Let me assume that a country absorbs a substantial volume of P.L 480 farm 

products, that they are a grant, so that no payments are made for them, and that the country 

purchases and imports the same quantities of comparable farm products as formerly, as 

specified in the P.L 480 agreement under which she received U.S. farm products. Assume, 

further, that there are no close substitutes either in consumption or production within the 

country. Under these assumptions, take the recently announced P.L 480 agreement with 

India, which apparently will provide a stream of U.S. farm food product equal to 6 per 

cent' Oof her domestic production of food. Imports of food from , ther countries continue 

at the same rate as before; also, imports formerly purchased from the United States are 

maintained as before. A price elasticity of the demand for farm foods of no less than unity, 

implies a reduction of farm food prices of 6 per cent, which will be offset somewhat by the 

income effects of the rise in real income associated with the receipts of P.L 480 grants. 

Clearly, if these were the consequences, nonfarm consumers would be better off. Cultivators 

in India, however, would be confronted by some decline in the relative prices of the farm 

products they produce and sell. Here, too, there would be an income effect reducing their 

consumption. The incentive to maintain or expand agricultural production would have taken 

the wrong turn. 

The climate of opinion presently is such that it is all too convenient to sweep these 

potentially adverse effects on agriculture under the rug. Most of the leaders of thought and 

of public affairs in underdeveloped countries are pinning their faith on industrialization and 

many of them look upon agriculture as a burden in winning economic growth. According 

to this view, consumer prices in urban and industrial areas must be held down so that a 
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pressure for higher wages will not choke industrialization." If in the process farm prices 

decline relatively, this is looked upon as of no economic consequence because of the widely 

held belief that the price response of cultivators is zero. Lower farm prices by this view will 

not induce cultivators to reduce production; if anything, it may even cause cultivators to 

produce more. 

I take a dim view of this climate of opinion. Not a few countries presently receiving 

substantial amounts of P.L. 480 farm products are in danger of impairing their agriculture. 

If this were to happen, it would indeed be serious for them and I would have thought also 

for us in the long run. It is a danger that can be averted. But the prospects of doing so are 

not bright in view of the pressure by Congress for disposal programs, come what may, and 

given the economic misconceptions that predominate in so many of the countries now 

receiving P.L. 480 farm products. 

I do not want to leave the impression that no one has been aware of this aspect of 

P.L. 480. No less an authority than W. W. Wilcox, in reporting on discussions in Santiago, 

noted that "Staff members of FAO attending the Conference expressed the view that there 

probably was more danger of serious adverse effects on the producers in the receiving 

countries from continued P.L 480 exports than on competitive producers in other exporting 

countries. They are apprehensive that desirable, and in the long run, necessary agriculture 

development in the receiving countries will not take place if P.L. 480 exports are continued 

and expanded.1 2 

This is not the occasion to outline a program for averting these adverse affects of 

P.L 480 imports nor can it be done in a few paragraphs. Even so, one plausible line of 

,'"
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attach must at least be mentioned. One of the difficulties that confront cultivators in India 

is the many serious price fluctuations that occur. If a program were devised that would 

reduce substantially this kind of price uncertainty in agriculture, it seems likely that the 

effect would be to induce an expansion in agricultural production, 13 even if average prices 

over 3 or 5 year periods were somewhat lower than they otherwise would be. 

The burden of this paper has been threefold. First, it shows that half or more of the 

CCC costs that are being covered by U.S. appropriation are a result of our internal farm 

programs. Nor would the countries receiving P.L. 480 products take the present volume 

even at one-half of CCC costs if they could receive from us the equivalent in dollars instead 

of grants in kind. Second, once the United States has faced up to the fact that foreign 

currencies deposited with a U.S. Embassy are not dollars and the excessive balance of these 

U.S. owned foreign currencies have been reduced, say not to exceed U.S. needs for the next 

two or three years for a foreign currency, we will find that the real payments to us will run 

between 10 and 15 cents per dollar of CCC costs. Thus eventually, by far the larger part 

of these P.L 480 farm products will represent a grant from the United States. It is 

important, however, that we bring our policy and programs in line with this economic fact. 

The third part of this paper, which is admittedly speculative, calls attention to the potentially 

serious longer-run adverse effects of P.L 480 farm products upon the agriculture of those 

countries now absorbing substantial amounts of them, unless positive measures are taken 

to counteract these adverse effects. 
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ENDNOTES 

1P.L 480 is performed under two small tents and one big one (a fourth tent was added in 
September 1959, but it still stands empty). Under Title II, donations are made to meet 
famine and other extraordinary relief needs, and under Title Ill there are barter transactions 
and donations to nonprofit agencies engaged in distributing such products in foreign 
countries. 

2I am indebted to Herbert Stein for raising this issue of "revenue foregone." 

3The first authorization made on July 10, 1954, was for $700 million. By September 21,
1959, the accumulated total of these authorizations had become $9,250 millions. 

41n all agreements signed between July 1954 and Dec. 31, 1959, the estimated CCC costs 
under Title I were $5,351 and the "export market value" was $3,719 million. For agreements
signed between July and December, 1959, these estimates were $601 and $387 millions 
respectively. See House Doc. No. 335, 86th Cong., 2nd Ses., Feb. 11, 1960, Washington,
 
D.C., Tables I-and II.
 

'Thisresult is not inconsistent with the cost-price relationships as I have treated them above. 
Take CCC costs equal to 100 per unit of P.L 480 products and 70 as the "export market 
value." U.S. exports of farm products consisted of two parts: 27 per cent through P.L. 480 
and 73 per cent, the other such exports. If the 73 per cent sold at 70, we have 5,110 and 
if all had been sold at 50, we have 5,000, or a total revenue that is actually slightly less. 
6A highly placed Indian economist in private discussion rated 500 millions in unrestricted 
dollars as more valuable to India than a billion dollars of P.L 480 farm products; on the 
other side, one of our best informed American agricultural economists is convinced that 
food imports have a high priority in the development program of India, implying that dollars 
for P.L 480 products were fully as valuable as dollars made available to India without 
restriction. 

7Hearings before the Com. on Agr., House of Repr., Extension of Public Law 480 Ser. X, 
July 15, 1959, page 207. 

'See Bureau of the Budget, Special Analysis E, "Foreign Currency Availabilities and Uses," 
pp. 925-35, Budget of the United States Government for the Fiscal Year Ending June 30. 
19& tables 7, 8 and 9. 

91 am not unmindful of such studies as Uses of Agricultural Surpluses to Finance Economic 
Development in Under-Developed Countries, Food and Agriculture Organization of the 
United Nations, Commodity Policy Studies No. 6, 1955 and 1958. This study analyzes the 
effects of particular hypothetical uses of such surpluses; it does not attempt to determine 
the economic consequences, for example in India, of the ways in which India has in fact 
absorbed and utilized the P.L 480 products that it has been receiving. What has been 
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happening bears little or no resemblance, as far as I can tell, to the assumption on which
this study is based. Dr. Mordecai Ezekiel in his paper, "Apparent Results in Using Surplus
Food for Financing Economic Development," JFa n .,Vol. XL, Nov. 1958, also 
stresses the fact that the fragmentary data available for India and Pakistan give "no clear-cut
picture of the effects of Public Law 480 shipments on economic development." See p. 918. 

'37The new agreement calls for 16 million tons of wheat and about 1 million tons of rice over 
a four year period, or 4.25 million tons per year. Normal food grain production in India 
seems to be about 70 million tons. The P.L 480 foods therefore will add 6 percent to 
normal internal production. (These are all metric tons.) 

"This lack of concern about the effects of P.L 480 imports upon agriculture is also evident 
in FAO's otherwise excellent study, National Food Reserve Policies in Underdeveloped
Countries, Commodity Studies No. 11, 1958.
 
"From a letter dated March 18, 1959, quoted here with the permission of Walter W. Wilcox,
 
Senior Specialist in Agriculture of the Library of Congress.
 
13I wish that those who prepared the FAO study cited in [end]note 11, above, had addressed
 
themselves to this potentialiy large contribution of larger food reserves.
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[1976] 

Box 1. The Value of Local Currency 

We should discard as fallacious all ideas of assisting a country by putting at its 
disposal an amount of accumulated local currency, as long it remains unconvertible. 
Two situations may occur. Either the country concerned has no free productive
capacity and, in this case, the additional demand generated by releasing accumulated 
local funds will lead to inflationary pressures. Or free capacity does exist and then
 
the financing of adtional production by having recourse to deficit financing has the
 
same effect as that of financing it by foreign loans in local currency.
 

To the extent that utilization of (local currency) counterpart funds finance American 
activities in the recipient country it amounts to replacing dollar flows from the donor 
and, therefore, no foreign aid whatever is involved. As to the release of the 
counterpart funds for loans and grants for development, this has an effect fully 
equivalent to deficit financing. 

Source: Michal Kalecki, Essays on Developing Economies (London: Harvester Press, 
1976), p. 65, 78, 79. 
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Part III -- Food Crisis and Controversy 

The simultaneous threat of energy and food crises in the early and mid-1970s 

widened the professional and popular dialogue about food aid. Attempts were made to 

examine the ethical responsibility of rich countries toward the poor. The operations of food 

aid programs also came under greater scrutiny. 

The paper by Peter Singer, "Reconsidering the Famine Relief Argument" (1977) 

confronts the moral argument for food aid. During the 1950s and 1960s political 

philosophers had found it difficult to find a moral argument in support of foreign economic 

assistance--for the government extracting money from citizens to give to foreigners. The 

argument was also made that, since "food handouts only postpone disaster," the developed 

countries should develop a "lifeboat" approach to food ethics. By trying to save the poorest 

we only hasten total collapse. Singer attempts to refruit these arguments. He presents a 

tightly reasoned argument in support of the proposition that "we ought to prevent as much 

starvation as can, up the point we do morewe to at which can no without sacrificing 

something of comparable moral importance." 

But the favor with which food aid was regarded during the food crisis of the early 

1970s was short-lived. By the mid- and late-1970s there was a rising body of literature 

pointing to failures in the management of food aid programs. The paper by Donald F. 

McHenry and Kai Bird, "Food Bungle in Bangladesh" (1977) represents a case study of food 

relief efforts in Bangladesh. US political pressure for Bangladesh to reduce exports of jute 

bags to Cuba led to delay in food aid shipments in the early 1970s. In addition, the 

budgetary needs of the new government in Bangladesh resulted in pattern of food aida 

disposal through the market that largely excluded the poor--McHenry and Bird conclude 



that food aid in Bangladesh "was administered by both the American government and local 

Bengali officials as if it were never intended to benefit the poor." 

That same year Emma Rothschild raised the question, in a New York Times 

Magazine article, "Is it time to End Food for Peace?" (1977). Her answer was that food aid 

had largely outlived its usefulness. Its surplus disposal and market development objects 

were no longer relevant. It should be scaled back to a level that would permit it to function 

effectively in the area of emergency relief. 

Vernon W. Ruttan 
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Chapter 6
 

Reconsidering the Famine Relief Argument
 

Peter Singer 

I first wrote about the obligations of the affluent to those in danger of starvation in 

November 1971.1 At that time there was one major crisis on which the attention of the 

world--or rather, that small part of the world that is concerned with people in faraway 

countries--had focused: Bangladesh. In refugee camps across the Indian border, 10 million 

people were subsisting on meager rations that seemed sure to run out before the people 

could return to their farms; the affluent nations, though possessed of ample stocks of grain, 

failed to fulfill the requests for assistance made by the Indian government and the World 

Bank. It was this situation that made me think that my views about thl obligations of the 

affluent to the starving were worth putting into print. 

Tbat particular crisis was resolved dramatically by Indian military intervention, and 

is now history. In the 4 years that have passed we have had major famines in the African 

Sahel, and in Ethiopia, as well as a number of minor ones; but, fortunately, as I write now 

there is no single famine of the magnitude of that which was threatening 4 years ago in 

Bangladesh. Nevertheless, the world food situation is no less urgent now than it was then. 

Now we face, not isolated crises, but the prospect of protracted food shortages affectin 7 two

thirds of the world's population. In the under developed countries food production, which 

kept narrowly ahead of population growth in the fifties and sixties, has now fallen behind 
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the unchecked population increase: in other words, the amount of food available per head 

has been reduced.2 Sharply increased fertilizer prices make further reductions probable. 

Moreover, recent poor harvests in the U.S. and USSR, coupled with increased demand, have 

meant that the ability of the developed countries to make up the shortfall with gifts or cheap 

sales of surplus grain has been reduced. The great grain stocks of the United States have 

virtually gone, and the arable land that until 1974 was held out of production by U.S. 

government programs is now back in use. 

The time is appropriate, therefore, for a review of my earlier article, taking account 

of the altered situation with which we now have to deal, as well as some objections that 

have been urged against what I wrote. 

It will be best to begin with a brief restatement of the argument, which, essentially, 

I still hold. 

* I start from three premises, two moral, the other factual. The first moral premise is 

that starvation is a bad thing--that is, that a world in which no people are starving is better 

than a world in which some people arc starving, and a world in which few people are 

starving is, other things being equal, better than a world in which many people are starving. 

I don't think it is necessary to offer any defense for this premise, other than to point to the 

suffering, destruction of capacities and abilities, and finally loss of life that starvation 

involves. 

The second moral premise has two versions: the weak version is that if we can 

prevent something bad happening without sacrificing anything of moral significar, e, we 

ought to do so; the strong version is that if we can prevent something bad happening without 
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sacrificing anything of comparable moral importance, we ought to do so. I think the strong 

version is defensible, and I shall defend it shortly; if so, the weaker version is of course 

correct too, as far as it goes. I presented both versions only because the weaker version, 

modest as it is, is sufficient for a far-reaching moral critique of the way of life accepted 

almost without question by citizens of the affluent nations. 

The factual premise is that we in the affluent nations can do something to reduce the 

number of people starving in the world. We can do something because we are affluent. 

This means that we have income that we can dispose of without giving up the basic 

necessities of life. We can, if we choose, use this income to reduce starvation elsewhere in 

the world. When I wrote my earlier article, it seemed to me quite obvious that this was the 

case, and I still think it true; but certain objections now seem to me to require more 

discussion than they did before, and I shall consider these in due course. 

From these premises, the conclusion that follows (using the strong version of the 

second premise) is that we ought to prevent as much starvation as we can, up to the point 

at which we can do no more without sacrificing something of comparable moral importance. 

This means that instead of spending our available income on new clothes, cars, dinners in 

expensive restaurants, or other items that cannot be compared, in moral importance, to 

saving someone from starving to death, we ought to give our money to those who can most 

effectively use it to prevent starvation.' 

If this is sound, the conventional moral attitude to helping the poor must be rejected. 

In these circumstances giving away money is not an act of charity, the doing of which is 

praiseworthy, but the omission of which is not to be condemned; it is a moral requirement, 
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the fulfilling of which is as important as the fulfilling of the more commonly recognized 

moral requirements, like those against injuring others, stealing, cheating, and so on. 

Henceforth, I shall refer to this argument as 'The Famine Relief Argument." This 

argument is, of course, based on a consequentialist view of morality. The second premise 

states that the fact that an action would prevent something bad happening is a reason for 

doing that action. Thus this premise directs our attention to the foreseeable consequences 

of our acts, and makes these consequences relevant in deciding whether the act is right or 

wrong. (Most consequentialists, including utilitarians, would add that the fact that an action 

would bring about something good is also a reason for doing it; but since this claim goes 

beyond the argument we are now considering, there is no need to discuss it.) 

Now it seems to me very obvious that the foreseeable consequences of our acts are 

relevant to their moral assessment, and that the fact that an action would prevent something 

bad happening is a reason for doing it; I hope it seems equally obvious to others. Yet there 

have been moralists who have rejected even such mild forms of consequentialism and have 

asserted that the whole of morality lies either in the conformity of our actions to certain 

moral rules--rules like "don't lie," "don't kill innocent human beings," "don't steal," etc.--or 

else in the accordance of our actions with certain principles, of which the principle of justice 

has figured most prominently. 

So we need to consider two kinds of objection to the Famine Relief Argument: those 

which reject the consequentialist premise from which it starts, and those which accept at 

least this limited form of consequentialism, but urge reasons of a consequentialist type 

against its conclusion. 
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I shall start with the nonconsequentialist objections. 

The most popular alternative to utilitarianism today is a moral theory based on, or 

giving considerab',e weight to, some principle of justice.4 Some theories of justice may be 

regarded as consequentialist theories insofar as the acceptability of a moral rule or 

institution (if not an individual act) depends on its tendency to produce a given result that 

is said to be just, like a more equal distribution of income, or, as John Rawls's theory 

proposes, an improvement in the position of the worst-off group.5 The general principles 

of these consequentialist theories of justice are compatible with, and in some cases even 

entail, the Famine Relief Argument, so it is not necessary to consider these views in detail. 6 

Instead we should consider theories of justice which are not consequentialist, since they do 

give rise to objections to the Famine Relief Argument. 

Perhaps the most widely held nonconsequentialist view of justice is that it involves 

giving people what they merit, or deserve. It may be held as a corollary that we ought not 

to give to those who are not deserving, since to do so is to undercut the value of what is 

given to those who are deserving. 

This view of justice does not imply that we should abandon the starving to their fate; 

only that we must first separate the deserving starving from the undeserving starving, and 

restrict our aid to the former. What are the criteria for this separation? The Victorians, 

who seemed more at home with the notion of the "deserving poor" than we are today, 

thought that the industrious, the thrifty, and those left destitute through accidents or other 

circumstances beyond their control were deserving; while the lazy, the spendthrift, and the 

drunkard were undeserving. The rationale for this distinction apparently was that some are 
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poor "through no fault of their own" while others could have risen from poverty, or not 

fallen into it, and thus deserve what they get for failing to use their opportunities. 

If we use this distinction when allotting famine relief, we shall find that our donations 

will scarcely differ from those we would have made had we simply accepted the Famine 

Relief Argument; for the individual Indian peasant in an overpopulated, drought

prone region had no opportunity to be anything other than what he is. 

Indeed, if we reflect on ways in which victims of famine might be undeserving, we 

find that the distinction between the deserving and the undeserving becomes difficult to 

sustain where famine victims are concerned. The clearest case of people apparently 

undeserving of help I have come across is the Ik, a tribe living in the arid northern region 

of Uganda. According to Colin Turnbull, an anthropologist who lived with the Ik during a 

year of famine, the Ik were so selfish that the stronger members of the tribe would snatch 

food from the hands of the weak or elderly. Parents wouid not share their food with 

children older than three; four-year-olds had to fend for themselves or starve. When relief 

supplies became available at a village a few miles away, those who were able to walk the 

distance collected rations for themselves and those unable to come, and then stopped on the 

way back to gorge themselves, bringing nothing home for the others. Moreover, when in 

the following year the rains came again, most of the Ik still did not work their fields. Since 

wild edibles were readily available, they felt no need to work and their habits of immediate 

consumption gave them no inclination to build up a store against fiiture scarcity.7 

If we assume, for the sake of discussion, that Turnbull's description of the Ik is 

accurate, our first reaction may well be that such people do not deserve aid. Should we 

I k 
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help people who will not help their own villagers, or even their own children? Certainly 

not! 

Can we justify this reaction on the grounds of desert? Consider the situation of an 

individual Ik family. Do the children, too young to fend for themselves, deserve to starve 

because their parents will no longer provide for them? Obviously not, so they at least 

should be aided, although it could prove difficult to aid the children and not their parents. 

What of the individual adults? Turnbull's description does not suggest that the 1k 

practice of feeding oneself immediately and neither gathering nor storing a surplus that 

might have to be shared with others has been adopted by any kind of conscious reflective 

choice. It seems, rather, that the social and cooperative bonds that existed in this society 

in better times were unable to withstand conditions of extreme scarcity. The causes of this 

collapse of Ik society and the retreat into an overwhelming preoccupation with one' own 

short-term interests are unclear, but what is tolerably clear is that it resulted from a 

combination of drought and something fairly deeply ingrained in the Ik culture. If this is 

correct, we cannot pin the blame for their present situation on individual Ik, since they were 

formed by the culture of their society and cannot, as individuals, be held responsible for its 

collapse. It appears, too, that no individual could by his own actions have changed the 

course of Ik society. 

Someone might argue that had one man or woman stood up and exhorted his or her 

fellows to cooperate, share their food, and work for the future, everything would have been 

different; but even granting this improbable hypothesis, that person would have had to be 

a remarkable person, someone with more initiative and vision than all the other Ik. (This 
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follows from the fact that among all the 1k there in fact was no one who actually did this, 

although, according to the hypothesis, it could have been done.) Can we say that a person 

deserves to starve because he or she does not have greater initiative and vision than all the 

other members of his or her society or tribe? This is not at all what the Victorians meant 

by the undeserving poor. 

If we are not clear that famine victims deserve to starve even is so extreme a case 

as the Ik, as Turnbull portrays them, can we ever be sure that famine victims deserve to 

starve? I think not. The reason is that since famine, by its nature, affects a large number 

of people at a given time and place, there is always going to be some cause or combination 

of causes, whether climate, or overpopulation, or corrupt government, or outdated social 

customs, or even, to indulge in some Victorian fantasy, innate racial tendencies toward 

laziness, for which the individual starving person cannot be held accountable. 

This conclusion is not, as might first be thought, a piece of armchair anthropology, 

a factual generalization which should o!.Iy be made after examining a wide range of actual 

cases. The point is a conceptual one, resulting from the juxtaposition of the concepts of 

famine and moral desert. The former, defined by the Oxford English Dictionary as "extreme 

and general shortage of food, in a town, country, etc." (my italics), refers only to situations 

affecting whole groups of people, and such situations must, if we are to make any sense of 

them at all, have some general cause or causes. Moral desert, on the other hand, requires 

individual moral responsibility. When we can ascribe individual acts, however base, to 

general causes which it is unreasonable to expect an individual to overcome, moral blame 

becomes inappropriate. Headhunters, for instance, commit acts which, if they were 
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committed by someone living in Kansas City, would be regarded as evidence of either 

insanity or the utmost moral depravity. If the theory of desert ever makes sense8 , a sane 

Kansas City headhunter would deserve harsh punishment, but can the same be said of a 

headhunter who is a member of a tribe of Amazon Indians, if all the adults of this tribe 

have been headhunters for as long as anyone can remember? I do not think we can blame 

such a person. since only a most exceptional person would not be hunting heads under these 

circumstances, and it would be very odd to blame someone because he or she was not a 

most exceptional person. 

So we should reject criticism of the Famine Relief Argument by those who claim that 

instead of trying straightforwardly to prevent as much starvation as possible, we should first 

ensure that the recipients of our aid deserve it. The notion of desert makes little sense in 

a famine situation. This does not mean that in deciding whom to aid, we should dismiss 

from consideration factors commonly thought relevant to desert, like the extent to which the 

group is trying to help itself, or the efficiency and honesty of government; my point is only 

that these factors are relevant, not to whether people deserve assistance, but to whether 

assistance is likely to be effective. (For instance, whatever we think about desert, Turnbull's 

account shows that aiding the Ik by handing out grain rations at a nearby village is a grossly 

inefficient method of reducing starvation.) This is a point I shall return to when I consider 

consequentialist objections to the Famine Relief Argument. 

There isanother nonconsequentialist theory of justice that should be considered: the 

entitlement theory, proposed by Robert Nozick in his recent book Anarchy, State and 

Utopia. 9 According to this theory, the way to tell if goods and resources are justly 

Ole
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distributed is not to measure them against some ideal pattern of just distribution, but to look 

at the manner in which the present distribution was reached and to see if unjust means such 

as force or fraud were responsible for this distribution. If they were, there is need for 

reparation, but if goods were originally acquired justly (for instance, someone took a log, 

which no one else owned, and made it into a chair) and were transferred by legitimate 

means (voluntary exchange, gift, and so on), then the present distribution is just. 

It is obvious that this conception of justice is compatible with an unlimited amount 

of inequality. If some are unfortunate in their original acquisitions, or trade what they have 

for goods that prove to have no lasting value, or give to others in misfortune by are not 

themselves given to, then they may end up with nothing while others accumulate vast 

fortunes. A man may feast, make himself vomit, as the Romans used to do, and then feast 

again, while a child starves to death on his doorstep; and all within the bounds of justice, 

according to the entitlement theory. 

Even so, it is possible to exaggerate the opposition between the entitlement theory 

and the Famine Relief Argument. While the entitlement theory insists on our riglt to retain 

property, and rejects the use of compulsory means like taxation to help the poor, it is quite 

silent on the questions of whether it is g for the rich to give to the poor. In several 

passages of his book, Nozick suggests that we can achieve the ends we deem morally 

desirable by voluntary means alone. Implausible as I find this suggestion, it does imply that 

while Nozick would oppose government aid paid for by taxation, he might well accept the 

Famine Relief Argument insofar as it applies to what individuals ought voluntarily to do. 

True, Nozick would reject the claim that rich people have an "obligation" to give to the 
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starving, insofar as this can be taken to imply that the starving have a right to our aid, but 

he could still grant that giving is something we ought to do, and that though failing to give 

is not unjust, it is--since justice is not all there is to morality--morally wrong.'" 

So important parts of the Famine Relief Argument stand, even if acceptwe the 

entitlement theory of justice. In any case, though, we should not accept the entitlement 

theory. To go into all the difficulties that face it would be too much of a digression, but 

three points can be made very briefly. First, the whole theory starts from a questionable 

individualistic theory of human rights. Second, the idea of tracing back present holdings 

through history to their original acquisition from an unowned state is absurdly unrealistic; 

yet if this cannot be done the theory breaks down, for it seems reasonable !o demand that 

we start all over again from the original position in which nothing is owned. Third, and 

most relevant to the question of international aid, the theory accepts so many arbitrary 

outcomes that it can be doubted if it deserves to be called a theory of justice at all. For 

instance, in the world as it is now, those whose forefathers happened to inhabit some sandy 

wastes around the Persian Gulf now possess fabulous wealth because oil lay under those 

sands; while those whose forefathers settled on better lands in parts of Ethiopia are now 

starving because rains that fell regularly for many years have failed. Can this distribution 

really be sanctioned by justice? I do not think it can be, because justice, like other moral 

principles, must be acceptable from an impartial point of view. One way of testing the 

impartiality of a principle is by asking if we could accept it even if we did not know iiow it 

was to affect us--that is, in this case, if we did not know whether we were an oil sheik or an 

Ethiopian peasant. 1 If we imagine ourselves ignorant of our own identity in this way, 
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would we accept the principle that oil sheiks are under no obligation to use their wealth for 

famine relief? I know that I would not, and I doubt that anyone whose choice was riot 

predetermined by a desire to cling to a particular theory of justice would.12 

Apart from theories of justice, there is one other important nonconsequentialist view 

of obligations that gives rise to objections to the Famine Relief Argument, and so requires 

discussion. This is that we have obligations to those near to us, first to our own families, 

and then to the poor in our own community, which take precedence over our obligations to 

those overseas. One finds this view both among ordinary people--anyone who has tried to 

collect money for famine relief, or demonstrated in favor of overseas aid will have 

encountered the response that we should concern ourselves only with our own poor--and 

among sophisticated theorists, who suggest that obligations arise out of concrete personal 

relationships rather than universe. moral principles connecting one abstract person with 

another.13 

Now it may well be true that we instinctively prefer to help those who are in some 

sense members of our community, rather than those who are not; but the question we are 

concerned with is not what we prefer to do, or what we usually do, but what we ought to 

do; and it is difficult to see any sound moral justification for the view that our obligations 

cease at the boundary of our own nation or kin. 

Consider, for instance, racial affinities. Should we, as whites, help poor whites before 

we help poor blacks or Asians? Most of us would reject such a suggestion out of hand. If 

asked to state reasons for rejecting it, we would say that a person's need for food has 

nothing to do with his race, and if there are blacks who need food more than whites, then 

http:another.13
http:would.12
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it would be arbitrary to allot the food on the basis of a principle which has nothing to do 

with need. 

The same point applies to citizenship or nationhood. While there are some poor 

citizens in all the affluent nations, the need is greatest in the poorer countries. Under these 

circumstances, it would be arbitrary to decide that only those fortunate enough to be citizens 

of our own community will share in our surplus. 

We feel the obligations of kinship, particularly those of parents to children, more 

strongly than those of citizenship, no doubt because these obligations are supported by love 

and affection. In a famine situation, there would be few parents who would think of giving 

their last bowl of rice to others if their own children were starving. Indeed, we might well 

consider parents who did so to be unnatural, and lacking in basic human feelings. But 

would it be morally wrong to do so, if the need for food was the same? I am not sure that 

it would be; and in any case, we are concerned not with that situation, but with the one in 

which are own children have had an adequate meal, and now would like a second helping; 

or, more realistically, a situation in which others starve while our children are well clothed, 

fed, and educated, and would now like a stereo set or a car. In these circumstances any 

special obligations we might have had to our children have been fulfilled, and the needs of 

strangers make a stronger moral claim upon us than the wants of those close to us. 

Family ties, like communal, national, and racial ties, are based partly el sentiment 

and partly on the utility of a system of definite, assignable responsibilities. I do not use the 

word "sentiment"derogatively, as people sometimes do when they describe a novel as being 

"sentimental." Sentiments like love, affection, and community feeling are a large part of 
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what makes life worthwhile. But sentiments are likely to lead us astray in moral reasoning, 

seducing us into accepting positions that are based, not on an impartial consideration of the 

interests of all involved, but rather on our own likes and dislikes. We can see this clearly 

enough if we look at racism. One supporting factor behind Nazism was the feeling of 

brother hood that "Aryan" Germans gained when they felt themselves to be part of a group, 

a "volk" that was united against "aliens." Since we are not racists,we have no difficulty in 

seeing, in this instance, that this feeling of volkish unity did not justify discrimination against 

those ontside the group. Once this has been understood, we may also be able to see that 

our own feelings of affinity with our fellow citizens, or even our family, do not justify 

discrimination against those outside these groups. It will be objected that, unlike the Nazis, 

we are not actively killing those who do not belong to our group. True, but we are allowing 

them to die; and if that's not quite as bad, it's bad enough. 14 

The element of truth to be found in the view that our obligations to members of our 

family or community take precedence over our obligations to strangers lies not in the 

sentiments that make this view so hard to give up in practice, but in the utilitarian benefits, 

in certain circumstances, of a recognized system of responsibilities. To stress this point, 

however, is to make a consequentialist objection to the Famine Relief Argument, and this 

.an be dealt with in the section on consequentialist objections, to which I now turn. 

Suppose we accept that starvation is bad, and that if it is in our power to prevent 

something bad without sacrificing anything of comparable moral importance, we ought to 

do it. We have then accepted the core of the Famine Relief Argument, but we might still 

have doubts about its conclusion. Two of these doubts have already been suggested in the 

47 
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preceding discussion of nonconsequentialist objections, when I said there were elemerns of 

(consequentialist) truth in the views that we ought to aid only the deserving, and that we 

ought to help those near to us first. I shall begin with these issues and then go on to other 

problems. 

First, might there be advantages, from the point of view of preventing bad things like 

starvation, in a system of obligations in which members of families take care of each other 

before they take care of others in the community, and members of the community take care 

of fellow members of the community before they take care of outsiders? If so, is this a 

consequentialist reason for retaining this system of obligations, instead of advocating the 

view that we have obligations to all who are starving? 

In earlier times there were obvious advantages in a strictly limited system of 

obligations. Each locality had to look after its own poor, if they were not to starve, since 

communications were so poor that people far away would not be able to help, even if they 

had wanted to. 

Today, under norn-,z circumstances, there are still some advantages in allowing 

families to look after themselves and alluwing local communities to take care of their poor. 

In this way ties uf affection and community feeling achieve ends that would otherwise 

require a large, impersonal bureaucracy. Those who are living with the needy in the same 

family or the same community may be expected to know their needs better than an outsider; 

and individual initiative and a sense of responsibility are encouraged. 

For these reasons, as well as some others I leave to the reader, it would be absurd 

to propose that henceforth we are all exactly equally responsible for the welfare of everyone 
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in the world. But the Famine Relief Argument does not propose that anyway. Its weak 

version would hardly interfere with our existing system of obligations at all; and even the 

strong version applies only when some people are starving and others have a surplus. In 

these circumstances the amount of suffering involved, the impossibility of individual families 

or local communities caring for themselves, and the improvement in modern 

communications which makes it possible for people far away to learn of the situation and 

to do something to help combine to outweigh decisively the utility of restricting ourselves 

to the usual system of obligations. 

Next, what is the s-ignificance, on the consequentialist view, of the degree to which 

people are trying to help themselves, which is usually thought to bear on whether they 

deserve our aid? What if, for instance, a nation should use the assistance we give it as an 

excuse for postponing tough population control measures, arguing shortsightedly that as no 

one is without food now, these measures are unnecessary? I have argued that the notion 

of desert makes little sense in a famine situation. Does this mean that we should disregard 

these factors as well? 

In my earlier article, I supported the claim that we have obligations to strangers for 

whose misfortunes we are not ourselves responsible by asking the reader to imagine that a 

young child had stumbled into a pond and was in danger of drowning. Any passer-by who 

noticed the child would, I said, have an obligation to wade in and pull him out. 

Peter Brown has suggested a modification to this illustration which may serve to 

clarify the effect of the v'ctim's own actions on our obligations.' Winter has come to the 

little pond and it frozen over; but the ice is thin, and the authorities have erected a sign 
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saying "No Skating--Thin Ice." Yet a child, 10 years old, has gone skating and fallen 

through. Do we still have an obligation to rescue him? What if the skater were an adult, 

and we had rescued him twice before, in similar circumstances? 

Intuitively, I imagine most of us would say that we ought to rescue the 10-year-old, 

despite his disregard of the warning, because death is too severe a punishment for the 

offense he has committed and the experience will probably teach him a lesson anyway; but 

in the case of the adult who has failed to learn from his two previous acts of foolhardiness, 

we may well be less sure. 

I suggest that the reason for our hesitation in concluding that we ought to rescue the 

adult is not that we think he doesn't deserve to be rescued. True, someone who has had 

to be rescued twice before must be pretty stupid to go skating on the same spot again; but 

leaving him to drown is, still, unjustifiably harsh treatment for stupidity or recklessness. The 

problem is, rather, that by rescuing him again, we allow him to escape the natural causes 

of his stupidity; thus we do nothing to discourage a repetition of the incident; and we can 

only feel exasperation at the prospect of having to rescue him all over again in the near 

future. Indeed, the skater may even come to believe that since he will always be rescued, 

he has no need to heed warnings. So at some point we might properly say that we will no 

longer rescue him, since this might be the only way to persuade him to be more careful in 

future. 

The example shows, then, that the extent to wilich a person takes reasonable 

precautions against being in a situation in which he requires aid is relevant to our obligation 

to aid him, not because it makes him intrinsically undeserving of aid, but because we can 



18 

use our aid most effectively by giving it only to those who do what they can to help reduce 

their dependence on aid. 

(Admittedly, in the real world deciding how to use aid most effectively is not always 

straightforward. In poor countries there are many who are sick, or old, or infested with 

parasites, whose need for food is great, but whose digestive systems are inefficient at 

utilizing the food. Younger, healthier people may be able to survive with less assistance. 

Another way of increasing the effectiveness of aid may be to direct it to those who are 

themselves involved in producing food, so that they will be able to produce more, and thus 

multiply the benefits of the aid given. Thee is no real dilemma here, however, so long as 

we bear in mind that our goal is to prevent as many people as possible from starving. If the 

way to do this is to aid those who are actually starving, then we should do so; but if we can 

save more by employing other criteria as well, that is what we must do.) 

The principle of giving aid only where it is most effective would not apply if we had 

an unlimited amount of aid to give away, so that we could help everyone, however careless 

they were., at no sacrifice to ourselves. But we are never in this kind of situation. The 

amount of aid available is always limited, hence the need to use it as effectively as possible. 

Having clarified this, we can now go on to consider the actual situation that faces us 

as we try to aid those facing famine. Are the people who need aid like the reckless skater, 

bringing disaster on themselves despite the opportunities to improve their position we have 

provided for them? In most respects there is no parallel here. The poorer nations try to 

provide sufficient food for their inhabitants; it is the difficulty of the task, rather than lack 

of will, that limits their success. Yet there is one respect in which it might be said that the 
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poorer nations have not heeded warnings, and so have brought their problems on 

themselves: population control. 

Consider India. If India had stabilized its population in, say, 1950, while improving 

its agricultural methods as it has done since that date, India would have no overall food 

shortage today, and would have a food reserve sufficient to meet emergency requirements. 

But India did not curb its population growth in 1950, nor has it done so to a significant 

extent since then, despite ample warning about the disastrous consequences of continued 

increase.16 

Is India now in the position of the heedless skater? Is our continued aid merely 

putting off the inevitable day of reckoning? Should we actually cut off aid and allow famine 

to establish a natural balance between population and resources, as some have suggested? 

There is no denying the seriousness of the population problem in India and some 

other poor nations; and there is no denying the fact that efforts to supply these countries 

with more food, and to enable them to produce more food themselves, will not reduce the 

long-term risk of famine unless population growth is checked. On the other hand, it does 

not follow from these facts that we ought simply to cut off aid to India and countries in a 

similar situation. 

Allowing people to starve to death is a brutal way of controlling population. If there 

were absolutely nothing else we could do, we would, I suppose, have to resign ourselves to 

it. In that case the factual premise of the Famine Relief Argument--that we can do 

something to reduce starvation--would be false. But if there is any alternative, anything at 

all that we can try that may 
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avoid the horror of widespread and protracted starvation, then we ought to try it. 

What else can we do? Let us return for a moment to the problem of rescuing the 

skater. To make the situation more like the world food problem, imagine that there are a 

large number of skaters, each of whom, on two or three occasions, has ignored warnings and 

needed to be rescued. Should we therefore simply give up rescuing them, and let any 

skaters who fall in drown? Surely it would be preferable to issue a warning, before taking 

such a harsh step. We could, for instance, agree to rescue a skater only on condition that 

in future he stay well away from the pond; and if this condition were violated, we might then 

refuse to carry out a rescue. If the skater did return to the pond and we were forced to 

carry out our threat, this would, at least, serve as a warning to other skaters that we meant 

what we said. 

This analogy suggests that we might make our offers of aid to countries with rapidly 

increasing populations conditional on effective steps being taken to halt population growth. 

I imagine that many people who have agreed with me up to this point will be reluctant to 

accept this conclusion. It will be said that it would be an attempt to impose our own ideas 

on other, independent, sovereign nations. And so, in a sense, it would be--but it doesn't 

follow that this imposition is unjustifiable. I have argued that we have an obligation to 

prevent starvation if we can; but I have not argued that we have an obligation to make 

sacrifices that, to the best of our knowledge, will do nothing to prevent starvation. Hence 

we would seem to have no obligation, of the kind for which I have argued, to give food or 

other assistance to any country or person if the gift will serve no good purpose in the long 

run.17 So long as we are sincerely carrying out a policy of reducing starvation and not 
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merely using the claim that aid may be ineffective as an excuse to reduce our total amount 

of aid, no country or person can properly accuse us of acting wrongly. A poor country or 

person has a legitimate claim to aid only if the conditions are such that the aid will be 

effective. 

We have then a right to attach to our offers of aid conditions designed to make that 

aid effective; but the practical objections to this plan must also be considered. The fact is 

that we do not really know how to stop population growth, and some f the methods that 

look promising require expenditure that might be beyond the poorer countries. For 

instance, many demographers believe that the birth rate drops only when the living standard 

rises, in which case we need to provide substantial aid as well as contraceptive services. 

Even schemes which focus more narrowly on contraception and sterilization, perhaps 

offering incentives to persuade those who have had three children to be sterilized, would 

be expensive to carry out in a large country of small villages like India. These 

considerations suggest that the richer nations must help with population control schemes as 

well as with food aid and agricultural development. Then in consultation with local officials, 

experimental schemes could be tried in limited areas, and methods that prove successful 

applied on a larger scale. 

This may be an appropriate place to comment on the "lifeboat theory," advocated by 

Garrett Hardin and others. 18 According to Hardin, we in the rich nations are like the 

occupants of a crowded lifeboat adrift in a sea full of drowning people; if we try to save the 

drowning by bringing them aboard, our boat will be overloaded and we shall all drown. 
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Since it is better to save some than none, we should leave the others to drown. Similarly, 

the rich should leave the poor to starve, or else the poor will drag the rich down with them. 

The lifeboat analogy differs from the analogy of the heedless skaters because it 

assumes that making the rescue attempt endangers our own survival. It is just this 

assumption, however, that is doubtful. Consider the degree of our affluence--the material 

goods that we own and the wastage of food involved in the absurdly high meat content of 

our diet--and then ask yourself whether a substantial increase in our overseas aid would 

threaten our survival. I cannot see how it would Without going into the question of how 

much more food the world can produce, if yields elsewhere are brought up to Western 

levels, we should note that the world presently produces enough food to give all its 

inhabitants an adequate diet. Unfortunately that food is very unevenly distributed. In the 

United States and Western Europe alone, more food iswasted by being fed to farm animals 

than the total world food s.jortfall. Through his high meat diet, which provides him with 

about twice as much meat as his body can use, the average American indirectly consumes 

enough grain to feed four Indians.19 Under these circumstances the lifeboat analogy seems 

grotesquely inapt. It is rather as if we in the rich nations were on a luxurious yacht, feasting 

gluttonously and playing deck quoits to ward off obesity, while we avert our gaze from those 

drowning in the sea around us. 

What is true about the lifeboat theory has already been captured by our discussion 

of the reckless skaters. Food handouts that only postpone disaster are no use; but the 

upshot of this is not that we should reduce our aid, but that we should take steps to make 

it more effective. The Famine Relief Argument still holds. We should give far more aid 
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than we are now giving--but we should not shrink from doing everything necessary to ensure 

that it brings about a permanent reduction of starvation.' 

There is one more consequentialist objection to the Famine Relief Argument--or 

rather to the strong version of it--which I find worrying. This is that the standard set by it 

is so high that no one except a saint can fulfill his obligations to the starving; and therefore 

it will be counterproductive to demand so much, since people will say, "As I can't do what 

is morally required of me anyway, I may as well not bother about morality at all." If, 

however, we were to set a more easily attainable standard, people might strive to do what 

the standard demanded. Thus setting a lower standard might actually result in more aid. 

It is important to avoid confusion about the logical status of this point. Assuming 

that it is correct as a prediction of human behavior, it would still not follow that the Famine 

Relief Argument was mistaken. All that would follow is that public advocacy of the strong 

version of the Famine Relief Argument would be undesirable; indeed, it would mean that 

the famine relief argument itself, coupled with the facts of human behavior, leads to the 

conclusion that we advocate some lower standard, since this is the most effective way of 

aiding the starving. Of course, we ourselves--that is, those of is who accept the strong 

version--would know that we ought to do more, and we might actually give more than we 

urged others to give. There is no inconsistency here, since in both our private and our 

public behavior we are trying to maximize the amount of benefit to the starving.21 

Is it true that the standard set by the strong version of the Famine Relief Argument 

is so high as to be counterproductive? There is not much evidence on this topic, but some 

discussions with my students have led me to think that it might be. On the other hand, the 
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conventionally accepted standard--a few coins in a collection tin if one is waved under your 

nose--is obviously far too low. Somewhere in between these extremes might make people 

realize that indulgence in an affluent life-style without making a serious effort to help those 

in need is morally wrong, without leading people to reject morality as hopelessly idealistic. 

What ievel of contribution, to population control as well as food and agricultural 

development, should we advocate? Any figure will be to some extent arbitrary, and anything 

said on this topic will be tentative; but for a middle-class person in an affluent society, there 

is something to be said for the figure of 10% of one's income. Such a figure is much more 

than a token donation and, if widely acted upon, would probably go a long way toward 

ending starvation; at the same time, it is an amount which does not require a degree of 

altruism that is positively saintly. Indeed, for middle-class families a 10% gift probably does 

not go beyond the requirements of the weak version of the Famine Relief Argument. It 

may mean putting off getting a new car, or doing without a stereo set, or buying fewer 

clothes, or eating less meat--and there are independent reasons for doing the last of these 

anyway--but it should not involve sacrificing anything that is really needed.22 

The figure of 10% of one's income has the additional advantage of being reminiscent 

of the ancient tithe, or tenth of all agricultural produce, which was traditionally given to 

support the church, whose responsibilities included care of the poor. This aura of a past 

era, when people accepted that they had obligations to the less fortunate members of their 

community, may make the idea more acceptable today, when we talk of belonging to a 

global community but have yet to act accordingly. 
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I conclude that we can safely say that everyone earning an average or above average 

income in an affluent society, unless he has an unusually large number of dependents or 

other special needs, ought to give a tenth of his income to groups working to end starvation. 

By any reasonable moral standards this is the minimum that we ougha to do, and we do 

wrong if we do less. 

( 
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Chapter 7
 

Food Bungle in Bangladesh
 

Donald F. McHenry and Kai Bird
 

After 23 years and more than $26 billion-currently more than a billion dollars 

annually--U.S. food aid is received with cynicism by its foreign recipients and skepticism by 

American development experts. Although food aid is shipped to 84 countries around the 

world, the great bulk of America's surplus grain has subsidized budgets in only a few 

countries--such as South Korea, Chile, Israel, Egypt, and South Vietnam. 

For much of the Third World's hungry population, the most direct evidence of 

American assistance is the food we provide. In fact, the allocation of America's food 

resources has become important in East-West as well as North-South relations. 

Not surprisingly, politics has dominated food aid decision-making--even among those 

recipient countries suffering widespread malnutrition. In cases of natural disasters such as 

the Sahel drought, political considerations complicated the alleviation of temporary hunger. 

In the case of perennial malnutrition among the rural poor, politics has resulted in the 

failure to relieve hunger and, in fact, has worked against long-term efforts to achieve 

domestic self-sufficiency. 

With the expiration this fiscal year of Public Law 480--the major legislation under 

which America's food aid is distributed--Congress must pass new legislation if the program 

is to continue. A major consideration of Congress is likely to be the changed circumstances 

.- ' 
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which exist now ce:rp.red to when the program was initiated. In 1954, the grain bins of the 

United States, Canada, and Australia were overflowing. Today, the world faces potential 

long-term grain shortages and even the Soviet Union and China have joined the ranks of 

grain importers. 

A second consideration will be the actual experience with PL 480, particularly with 

its effect on the development of agriculture within the recipient countries. Although there 

are, undoubtedly, examples of "success," the same cannot be said for American food 

assistance to Bangiadesh, the largest recipient of U.S. food aid in recent times. 

On the evening of November 12, 1970, a cyclone and tidal wave devaated five 

coastal districts of East Pakistan. In a matter of minutes, an estimated 270,000 people were 

killed, one-third of all the homes in the area were destroyed, and a half million tons of 

foodgrains were washed away. The magnitude of this disaster led in part to the momentous 

political events of 1971 in the Indian subcontinent: the Bengali autonomy movement; the 

exodus of more than r6ne million people, the largest migration of humanity in modern 

times; a major war; and the creation of Bangladesh as an independent state. 

Counting starvation deaths is a purely speculative numbers game, but most observers 

would concur that more than two million deaths in Bangladesh since 1971 can be attributed 

to malnutrition. The donors have come to regard Bangladesh as a permanent disaster. 

More than $3.09 billion of "humanitarian" assistance has been disbursed in Bangladesh since 

1972 by a variety of international donors. The United States alone has committed $1.08 

billion, most of it in concessional food sales. Great Britain, Japan, Canada, West Germany, 

Sweden, and the international lending institutions are the other leading donors. Since 1972, 
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the international community has shipped almost eight million tons of foodgrains into 

Bangladesh--but less than 10 per cent of it has fed hungry people. 

In Bangladesh, as in other areas where there has recently been large-scale 

starvation,' a major cause of starvation is the inequitable distribution of food--inequities 

based not only on poor management and inadequate transport, but also on conscious 

political choice. Rather than feeding the starving, food aid in Bangladesh is distributed 

through a ration system largely to feed the better-off urban middle class population and 

prevent any urban unrest which rright undermine the Dacca government. 

The Food Ration System 

Food imports during the 1970s have averaged about 10.per cent of Bangladesh's total 

annual grain consumption. In 1976, 90 per cent of the food aid shipped to Bangladesh was 

sold to the country's middle class through the government's urban-oriented ration system. 

Only 10 per cent of all international food assistance is distributed to the rural destitute 

through hospitals and orphanages or paid to unemployed -agricultural day laborers in "food 

for work" rural development schemes. 

Bangladesh's food ration system--which in its present form dates back to the British 

raj--is a reflection of internal political necessity. The food aid imports crucial to sustaining 

this system represent a form of international income distribution--favoring the middle class 

in a poor country. By alowing the ration card holder the right to buy a portion of his food 

needs at a 50 per cent subsidy, the government creates extra income or the equivalent of 

a tax rebate. Two-thirds of the rationed food is allotted to the police, military, and residents 

of the six largest cities. Very few of the urban poor have access to the cheap foreign food 
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aid. In 1975, Sheik M jibur Rahman's government revoked ration cards for those 

marginally employed living in Dacca's slums. A nominal one-third of the ration cards are 

in the countryside, where there is the most need during times of famine. But this group has 

last access to government stocks and receives half the food ration accorded to the city 

dweller. 

The political intentions behind such a food distribution system are obvious. With 

potential political dissidents clearly in mind, a State Department Dacca Mission cable dated 

in late January 1976 and obtained under the Freedom of Information Act stated, 'There is 

no question of the extreme importance to Bangladesh leaders of a continued flow of 

imported foodgrains to fuel the ration system, and above all keep potentially active Dacca 

dwellers supplied with low priced foodgrains." 

The effect of the ration system on prices was readily seen during the fall 1974 famine. 

The price of rice soared to more than $1.00 per 1.64 pounds (at the 1974 exchange rate). 

Ration card-holders in the cities and government employees in the countryside could 

purchase 10.9 pounds for $1.00. Most observers agree that 30,000 to 100,000 landless rural 

poor adults died of starvation that autumn because the Dacca regime of Rahman was 

unwilling to divert foreign food aid from the urban ration system into the famine districts. 

The irony is that even many landed peasants were forced to sell their small landholdings, 

enter into the ranks of the landless rural poor, and become potential victims of the next 

famine. 

"A couple of thousand tons of foodgrain targeted in the famine districts would have 

made all the difference," says a U.S. official posted in Dacca. 'The World Bank," he 
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continued, "acquiesced to a Bengali report which says it was a supply problem--that is simply 

not true. The food supply was there; it just didn't get to the right people." 

The failure of the distribution system in Bangladesh was in part a result of the form 

in which U.S. aid was allocated. American food aid is appropriated under PL 480--a law 

which was originally designed to allow the federal government to send abroad surplus grains 

which, if sold on the U.S. market, would significantly lower the price received by American 

farmers. Under Title I of PL 480. the U.S. government negotiates concessional sales of 

American surplus agricultural products, while Title II allows the government to grant free 

food to needy countries for disaster relief and humanitarian purposes. In financial terms, 

both Title I and Title II are a form of grant. The important difference between Title I and 

Title II provisions of PL 480 is who controls.the distribution. Food distributed under Title 

II is normally contracted out by the U.S. government to private voluntary organizations such 

as CARE or the Catholic Relief Services. Title I food distribution is always the 

responsibility of the recipient government--and they may feed whomever they wish. 

But 75 per cent of food aid sent to Bangladesh since 1972 was allocated under !he 

PL 480 Title I concessionary sales program. Even some of the Title II food assistance 

during the first two years after independence was sold on the ration system under a special 

waiver from the U.S. Congress. The thinking was that Bangladesh was so lacking in 

resources that it should be allowed to benefit directly from Title II assistance as if it were 

Title I assistance. Eventually, officially sanctioned corruption in the ration system became 

such an embarrassment to the United States, that by fiscal 1974, Title II food grants were 

phased out and a Title I food sales program inaugurated. 
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International aid officials openly admit now that food aid during this period was sold 

on the black market and smuggled into India in Bangladesh navy vessels under the 

supervision of Rahman's relatives. Most observers concede that at least half a million tons 

each year and perhaps more than one million tons of foodgrains are annually smuggled out 

of Bangladesh.2 In some years, such as 1976, smuggling alone accounts for Bangladesh's 

"food gap." Hoarding and smuggling of foodgrains to India, due to the higher prices in the 

Calcutta market, was encouraged by the influx of large quantities of foreign foodgrains at 

virtually no cost to the government. 

The effect of hoarding and smuggling on the price and availability of food can be 

seen in the aftermath of the assassination of Rahman. In an interview, a World Bank 

official stated that a World Bank report showed that rice prices fell sharply throughout the 

country in the period from August 15, 1975 through September 1975. This is the lean 

season in Bangladesh, when stocks are normally low and food prices rise dramatically. 

Private grain traders and government distributors protected by the Rahman regime felt it 

prudent to dump their considerable stocks on the open market when their political ally fell 

from power. 

Except for isolated pockets of chronically food-short districts, there could well be 

enough food available during normal years to feed Bangladesh's 83 million people. Some 

statistics indicate that agricultural production has increased at roughly the same rate as the 

population. In 1976, the increase in agricultural output was a dramatic 14 per cent. Food 

is not available, however, in the right place, at the right time, or at a price the rural poor 

can afford. Imports of foreign grain can lower foodgrain prices and prevent adult starvation 
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if targeted in famine districts on a strictly emergency basis. No amount of food aid 

inequitably distributed through a politically motivated ration system can alleviate perennial 

malnutrition. In the final analysis, only domestic foodgrain production can eliminate 

widespread malnutrition and starvation. Unfortunately, development experts agree, the 

ration system not only supports inequitable distribution, it also serves as a disincentive to 

local agricultural production 

The Best Type of Aid? 

Food is not the best type of aid to give a developing country. The influx of large 

quantities of cheap foreign foodgrains denies farmers the major portion of the urban market. 

In 1976, Bangladesh was unable to absorb the 1.44 million metric tons of foreign foodgrains 

shipped by the international donors. The price of foodgrains plummeted throughout the 

country, and many peasants sold their wheat and rice crops at a loss. 

The U.S. Embassy itself acknowledged the debilitating effect of food aid on the 

Bangladesh government when in early 1976 the embassy cabled: 

The incentive for Bangladesh government leaders to devote attention, resources, and 
talent to the problem of increasing domestic foodgrain production is reduced by the 
security provided by U.S. and other donor's food assistance. 

Government earnings from the sale of food aid on the ration system normally account 

for an estimated 14 to 18 per cent of the country's national revenue budget.3 Dependence 

on ration food revenues for such a substantial portion of the national budget places the 

government in the unfortunate position of needing food imports even during bumper 

harvests. When the harvests are excellent, as they have been for the last three years, off
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take from the ration system declines and the government has fewer financial resources to 

procure domestic foodgrains. 

Budgetary dependence on food aid has an enormous impact on Bengali estimates of 

their food production. Bengali requests for food aid are couched in terms of humanitarian 

need, but are actually motivated by financial considerations. The international donors have 

no idea what the "food gap" is in any particular year because they know official Dacca 

estimates are consistently deflated. One World Bank official admits that the food gap this 

year could have been anywhere from minus 500,000 tons to plus 2 million tons. He cited 

the admission of a Bengali official that estimates for the December crop had been doctored 

to underrepresent the actual harvest by more than 300,000 tons. The crop figures looked 

too good on paper and would jeopardize both the Dacca regime's request for future food 

aid and their negotiations with the Indian government over the diversion of irrigation waters 

from the Ganga River. When asked whether this kind of misrepresentation would influence 

the donors in their allocation of food aid for next year, this World Bank source said, The 

Bengalis obviously think they can get away with it--and they are probably right." 

A potentially more damaging aspect of Bangladesh's dependence on revenues 

generated through the ration system is the nearly pervasive relief mentality. Bangladeshi 

officials are convinced that the international donors will not allow them to starve. Since it 

is much easier to ord.r a shipment of food through the embassy in Washington than to 

spend time and money on a domestic procurement program, a definite complacency has 

settled over the bureaucracy. The technocrats who dominate the powerful ministries of 

finance, planning, and food are resigned to continued reliance on American, Canadian, and 
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Australian surplus food grains. One symptom of the relief mentality is a reluctance to invest 

too much of the country's limited resources away from the more glamorous industrial sector 

and into low profile agricultural products. "Not only does food aid develop budgetary 

dependency," says a U.S. official posted in Dacca, "but it clearly reduces the political 

pressures on the government to invest in the countryside." 

According to a confidential 1976 World Bank report, Bangladesh's budget priorities 

allocate agriculture less than a third of the government's resources. While agriculture 

generates 60 per cent of the gross domestic product and industry only 7 per cent, agriculture 

isbudgeted for only 30 per cent of development expenditures. Only 8 per cent of the credit 

available through the country's nationalized banks is lent for agricaltural purposes. Defense 

expenditures, which already account for 12.5 pc-r cent of the revenue budget, are projected 

to rise in 1976 by 9 per cent. Total budget expenditures are projected to rise 13 per cent-

largely for defense, police, and the administration of justice. (A nation so completely 

dependent on the agricultural sector raises a miniscule 0.7 per cent of its total revenue 

budget from the agricultural land tax.) Revenues from the ration system and international 

food aid perpetuate this system ai.d may even delay agrarian reform necessary for increased 

agricultural production. 

Political Leverage
 

Although the U.S. Congress appropriated food assistance partly out of humanitarian 

concern, politics--not humanitarian impulses--plays the paramount role in the allocation of 

food aid. The ration system demonstrates that dependence on food assistance exposes 

Bangladesh to political interference by the international donors. Food aid has become an 
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essential tool of domestic political stabilization and crucial budgetary support for any 

government in Dacca. To the United States, the ration system provides the excuse to dump 

periodic grain surpluses at the behest of the American food grain lobby. It also represents 

an opportunity to exercise political leverage in the Indian subcontinent. 

Even in response t,.# purely humanitarian disasters such as the November 1970 

cyclone, U.S. food policy was quickly bent to political purposes by both donor and recipient. 

The American response to the cyclone disaster was rapid and generous. But in reality, U.S. 

food policy was an integral part of former Secretary of State Kissinger's "tilt" toward 

Pakistan. Very little food relief reached the devastated coastal districts. Inste.:d of the Title 

II grants one might expect in a disaster, the United States resorted to Title I concessional 

sales for the bulk of its food assistance, a procedure which one U.S. AID official posted in 

Dacca at the time described as "rather unusual." 

Throughout the 1970s, PL 480 Title I food aid was allocated with a keen eye on local 

politics. In the case of Bangladesh, U.S. food assistance lessened that country's dependence 

on India. A Bangladesh more able to resist "Indian hegemony" might restore the balance 

of power that existed in 1971 throughout the subcontinent. 

"If the political situation in Bangladesh degenerated into anarchy, the strategic 

balance in the subcontinent would be affected," says Doug Archard, the State Department's 

Bangladesh desk officer. "This could involve the big powers--China, the Soviet Union--and 

certainly India would be drawn into the situation. If India found refugees flowing into West 

Bengal, as in 1971 due to civil disorders in East Bengal, there is no question but that she 

would intervene militarily to restore a government to her own liking ....From this Standpoint, 
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one could say that food aid is contributing to the stability of the entire subcontinent." 

During the last year of Rahman's government, in the wake of increasing political 

disorder--terrorist attacks, political assassinations, and unruly political demonstrations--the 

Dacca government in January 1975 abandoned parliamentary democracy in favor of one

party presidential rule. American aid increased--partly in reaction to the autumn famine, 

but also because increased food aid was necessary to lower urban food prices and diffusz 

the political opposition. Lower food prices in the six major cities and assured supplies of 

cheap foreign food to the army and the president's special sec-rity police (Rakhi Bahini) 

facilitated Rahman's repression of the country's political opposition. Intem'al security and 

domestic political stability tend to take priority over de-'elopment goals which might lead 

to political destabilization. 

The magnitude of Dacca's political reliance on food aid raises some disturbing 

questions concerning the conduct of U.S. foreign policy in the most impoverished Third 

World nations. If we know that food aid does not primarily feed the hungry and is, in fact, 

simply budgetary support and political "pacification" aid, what are the limits of its use as a 

tool of foreign policy? Would the United States consider using its food aid leverage to 

ensure human rights or parliamentary democracy in Bangladesh? What kind of government 

could exist in Bangladesh without depending for 54 per cent of its national budget on 

international loans and grants? Would a completely self-liant Dacca government be more 

capable of tacling the country's economic development problems? 

The U.S. threatened to cut off food aid in September 1974. At that time the 

American ambassador called upon Dr. Nural Islam, chairman of Bangladesh's Planning 
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Commission, under instructions from the State Department, to formally request that 

Bangladesh cease exporting jute to Cuba.4 Under PL 480, a recipient country cannot trade 

with blacklisted countries such as Cuba. Islam reportedly expressed surprise and shock that 

the United States would actually insist that a destitute Bangladesh should restrict its exports. 

The governmect of Bangladesh canceled further exports of jute to Cuba at a time when 

competition from Indian jute and low world market prices had substantially eroded its 

foreign exchange earnings. The U.S. government employed its food aid leverage in 

Bangladesh for the most trifling of political purposes. 

Development Priorities 

A portion of the American government has con:;tently attempted to use the food 

weapon against Bangladesh to exact development priorities. But these efforts have been 

stymied by the importance given to political considerations in the State Department. 

In April 1972, the U.S. AID country director wrote a report entitled '"he Political 

Dimensions of Assistance to Bangladesh," which outlined the trade-off between development 

and political considerations. According to one ,t,irce, the report was given short shrift by 

the bureaucracy. U.S. AID officials consistently wrote cables throughout the 1970s, arguing 

that if the bulk of American aid had to come in the form of food aid, it should be tied to 

specific development performance on the part of the Dacca regime and used as leverage on 

the recipient government to ensure development priorities. 

Lester Brown, the well-known agro-economist, articulated this viewpoint in a speech 

at the University of Toronto in 1975: 'Those countries that do not have responsible 

population policies should not count on access to U.S. food supplies.'6 

LA13
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The U.S. Congress itself authorizes the use of food aid to achieve such development 

goals. PL 480 specifies that "food aid shall be given to countries which agree to use the 

proceeds from the sale of commodities..." to "increase the access of the poor in the recipient 

country to an adequate, nutritious and stable food supply," grant "credit on reasonable terms 

and conditions for small farmers..." and "develop the physical and institutional infrastructure 

supporting the small farmer...which directly improves the lives of the poorest of their people 

and their capacity to participate in the development of their countries."6 

Few American officials posted in Bangladesh believe that food aid in itself is 

contributing to development or feeding hungry people; but there is an awareness that food 

programs can be used to exact development-related commitInents. 

In June 1974, the Dacca Mission cabled an urgent plea that "we use this opportunity 

to press our dialogue with the Bangladesh government on the urgent need for reform and 

self-help." For the next 18 months, the U.S. Mission--backed by the World Bank and the 

International Monetary Fund--strongly encouraged the Dacca government to raise ration 

prices. Raising the ration price of rice would not only eliminate a major portion of the 

government's budgetary deficits, but was also considered by the Dacca Mission as "a key to 

providing an incentive price to Bengali farmers. '7 

The Dacca government ignored the donor recommendations, fearing the political 

consequences of a ration price hike. In late 1975, the Dacca Mission decided to force a 

significant rise in ration prices by withholding a portion of food shipments in the period 

from November 1975 to March 1976' Contracts for funher food shipments were signed only 

after the ration price was raised "as promised by Bangladesh government officials." In this 
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instance, those in the bureaucracy who advocate the use of food aid as leverage for exacting 

development priorities prevailed. But this has normally not been the case. More often than 

not, the political or strategic considerations of American foreign policy in the subcontinent 

have dominated that decision-making process. 

Archard, on the State Department's Bangladesh desk, says, 'he present regime is 

not going to abandon the ration system. That is a political reality....I don't know how high 

the ration price can be pushed without inciting serious political consequences." 

One reason why too much food aid was shipped to Bangladesh in fiscal 1976 was that 

State inflated the total worldwide allocation of food aid to allow the shipment of a larger 

quantity of food io countries like the Philippines and South Korea, where the annual per 

capita income is more than $300. (Congress specified a year ago that 75 per cent of all food 

aid must be allocated to the "most seriously affected" countries with a per capita income of 

less than $300.) After State tentatively budgeted this inflated quantity of food grains to 

Bangladesh, it became easier for the Bengali bureaucracy to lobby for the shipment of the 

grain. Despite inadequate storage facilities, the Bengalis wanted the food for their own 

budgetary support. 

When political considerations are not paramount, the size of American food grain 

surpluses often determine how much food aid Bangladesh will receive. Never have 

allocation decisions been based on the actual humanitarian need in Bangladesh. "As things 

work out now, our food aid levels correspond to their good harvests," says a U.S. AID 

official in Dacca. "'hey receive the most food aid when they produce the most grain 

internally, and receive correspondingly smaller amounts of food during lean harvests." 
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The enormous backlog of unsold American wheat during the last two harvests may 

cause the Department of Agriculture to exert continual pressure to dispose of these 

surpluses through PL 480. The Department of Agriculture is 'eading a lobby effort on 

Capitol Hill to repeal or alter the 75/25 per cent split requirement in the allocation of food 

aid. In Bangladesh, the agricultural attache, Carl 0. Winberg, has submitted estimates of 

Bangladesh's harvest for fiscal 1977 which are 800,000 tons short of World Bank forecasts.8 

These kinds of "numbers games" are normal pocedure when the United States has hl,:ge 

surpluses that it is unable to market commercially. 

Marketing considerations and the disposal of surplus American harvests undoubtedly 

influence the scale of America's food aid program each year. But even in years when 

American farmers are able to commercially .narket all their produce, the State Department 

needs a PL 480 program. Food is the "carrot" of a government that practices a "carrot and 

stick" diplomacy in the Third World. Congress clearly intended to place more. weight on 

humanitarian concerns when it specified that 75 per cent of food aid must be allocated to 

the poorest nations. But even in the case of Bangladesh, political considerations only too
 

often can be a determining factor in U.S. food aid decision-making.
 

New Directions...
 

Food aid in Bangladesh has been administered by both the American government 

and local Bengali officials as if it were never intended to benefit the poor. Food aid has 

been used by both parties primarily for political purposes. The recipients of American food 

not only are reluctant to implement Congress' egalitarian aid program priorities, but also 

consistently obstruct international humanitarian relief efforts. 
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Food relief operations--either bilateral or under United Nations auspices--failed to 

help the victims of the 1970 cyclone or the 1971 civil strife in Pakistan. Relief efforts in 

response to the 1974 famine were also ineffective, due to the political bias of the 

distribution system. Genuine international concern for the victims of these humanitarian 

crises fell victim to the political imperatives of the moment--whether in Bangladesh, 

Pakistan, or here in America. The martial-law government in Pakistan refused to distribute 

relief food in those famine districts under the control of Bengali insurgents. The Dacca 

government of Rahman made a conscious policy decision to feed the politically volatile 

urban centers in 1974 at the expense of tens of thousands of rural poor. 

The United Stalkes itself has used food to advance its own political designs. We gave 

food as a symbol of our diplomatic commitment to a beleaguered Pakistan in 1971. The 

stability of particular governments in Dacca has been our major concern in food aid 

allocations. We have allowed our desire to support a politically stable and anti-Indian 

Dacca government to override the goal of economic deve!opment. And we continue to give 

food aid with the knowledge that it won't feed hungry people--or benefit, even indirectly, 

the vast majority of Bangladesh's destitute millions. 

Even with proper safeguards, food aid to Bangladesh will have a difficult time 

alleviating perennial starvation because any government that accepts food aid--left, right, or 

moderate center--will divert it to feed its own political constituency. Indiscriminate 

food aid breeds economic elitism, corruption, agricultural complacency, and bureaucratic 

inertia, Before there can be any massive transfer of resources from the developed to the 

developing countries, individual Third World countries themselves must begin the 
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redistribution process within their own societies.
 

For millions of people in the Third 
 World, U.S. food. aid represents their only 

concrete connection to America. The consistent misuse of this nominally humanitarian aid 

cannot bode well for America's posture among developing nations. A Central Intelligence 

Agency report in August 1974 suggested that the global food problem could greatly 

exacerbate the North-South confrontation: 

The elites of many LDCs tend to regard periodic famine as either natural or at least
beyond their power to prevent, e.g., Bihar in 1967, Ethiopia and the Sahelian statesin 1973. But the rural masses may become less docile in the futu:e and if famine
also threatens the cities and reduces the living standards of the middle classes, it
could cripple governmental authority. The beleaguered governments could become 
more difficult to deal with on international issues either because of a collapse in
ability to meet commitments or through a greatly heightened nationalism and 
aggressiveness. 9 

The United States should do everything it can to prevent hungry developing nations 

from long-term dependence on U.S. grain surpluses. Most food shortages in developing 

nations like Bangladesh are still by and large distribution problems. And with proper farm 

price incentives and agrarian reform, many food deficit countries in Asia and Africa can 

become self-sufficient--even in the face of rapidly growing populations. 

Project aid--integrated rural development projects such as village fisheries, manual 

irrigation pumps manufactured in Bangladesh, farmer cooperatives that extend credit to the 

small farmer, and food storage facilities--can benefit the poorest of the poor and increase 

domestic grain production. But project aid to Bangladesh in 1976 accounted for only 17 per 

cent of all international disbursements. Giving food is an almost effortless solution to 

fulfilling our responsibility to deveicping nations. But it is an easy solution that does not 

work. 
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A secure market in America for Bengali jute--to the detriment of the U.S. synthetic 

carpet-backing industry--would probably aid Bangladesh's famished millions more than 

politically tarnished food aid programs. But granting a trade advantage of this kind is not 

regarded by policy-makers or Congress as humanitarian aid. A real transfer of resources 

is something Congress is reluctant to authorize. Food aid is a popular form of foreign aid 

on Capitol Hill because it benefits the donor economy more than the recipient. 

The conventional response of the liberal American political constituency is to 

demand a halt to arms sales and an increase in food aid. Few realize how both food aid 

and arms transfers serve similar political and strategic goals. Food aid programs can easily 

accentuate the global gap between rich and poor. Food aid is a political commodity--and 

if it is indiscriminately doled out to developing nations for anything but temporary 

emergency relief, it will be abused. 
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Chapter 8
 

Is it Time to End Food for Peace?
 

Emma Rothschild
 

Twenty-three years ago, the United States Congress wrote a law which has changed 

the diet and the political life of half the world. The law, known as Public Law 480 of the 

83d Congress, or the Food for Peace act, provides for the United States to send food as aid 

to foreign countries. Its scope is vast. The United States Government has spent more than 

$30 billion on the program, sending food to 130 countries. In wheat alone, the United 

States has distributed enough grain to bake a hundred loaves of bread for every person alive 

today. 

Yet P.L 480 has been since its birth the subject of bitter political conflict. In the late 

1970s, its shortcomings are ever more evident, the program has failed, first of all, in its 

humanitarian purpose of helping hungry people. During the world food crisis of 1973-74, 

the United States actually reduced its aid to many poor countries--above all, to Bangladesh 

at the time of the 1974 famine. In the second place, the program now seems obsolete, 

suited to an era which is gone forever. P.L 480 was passed in 1.954 as a way to get rid of 

surplus food and fiber. Now, the United States Government no longer owns mountains of 

surplus wheat, and foreign aid is no longer an exciting adventure. 

It is time, in 1977, to uncover the history and the conflicts of Food for Peace. The 

time has also come, in my view, to ask whether the program should continue, or whether 

it should now begin to die. The answer to this question will have consequences, I think, for 

\?V
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United States foreign policy more generally. For the history of P.L. 480 is a mirror of the 

epochs of postwar foreign policy: from the seemingly limitless 1950s to the expansionism 

of the Kennedy-Johnson years to the NLxonian retrenchment and to the world of the late 

1970s, new and limited and uncomfortable. 

The P.L 480 legislation runs out of money at the end of 1977. This spring, therefore, 

Congress will decide whether to extend the authorization. Hearings on the program started 

in March in the Senate. The discussions could be the most important in the history of the 

program. 

There are at least four purposes to P.L. 480, as there have been since 1954. It is a 

way to get rid of surplus food, and a way to help hungry people, an instrument of political 

and military policy, and a way to create markets for American food. Each of these purposes 

corresponds to a phase in the history of the program, and in the postwar history of America. 

Yet each is preserved, the embodiment of earlier hopes. In the immediate drama of food 

aid, all are present, jostling to the fore. 

The United States now spends a little over a billion dollars a year on food aid. More 

than three-quarters of the aid--mostly wheat and rice--is sent under the P.L 480 program. 

Eighty countries receive some food aid from the United States, although most of the aid 

each year goes to four or so countries. Quite prosperous countries are eligible for aid. 

Israel was the leading recipient of United States food aid in the 1976 fiscal year. In 1975, 

the largest recipient was India. South Vietnam was first in 1974 and 1973, and South Korea 

in 1972. 
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P.L 480 has two main parts. Under Title I, the larger part of the law, the United 

States Government lends countries money to buy American farm products--mainly wheat, 

rice, cotton, tobacco and soybean oil. The countries t0 en usually have 20 to 40 years in 

which 'o repay the loans, in most cases at three percent interest. Under Title II, the United 

States donates food either to foreign governments or to international relief organizations 

like CARE. The United States Government also sends some focd aid outside P.L 480, 

under the Agency for International Development's development assistance program. The 

AID shipments provide a Garden of Eden of exports: baby chicks and almonds, sugar and 

dried soup mixes. 

P.L 480 is administered for the President partly by the Department of Agriculture 

and partly by AID in the State Department. Its loans and grants are approved by an 

interagency staff committee consisting of officials below the level of assistant secretary from 

the Departments of Agriculture, State, Defense, Commerce and the Treasury and the Office 

of Management and Budget. This heterogeneous institution, virtually unchanged in 23 years, 

operates in private on the basis of what is called "consensus." 

Throughout its history, P.L. 480 has been a complex of hidden and shifting forces. 

It was indeed part of the program's attraction, at times, to be all things to all people. In the 

words of Orville Freeman, a visionary of P.L. 480 as Kennedy's and Johnson's Secretary of 

Agriculture, there is "no similar effort in history that has done so much for so many people-

both to those who give and to those who receive." 

\J
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Surulus Disposal 

P.L 480 was devised in 1954 as a measure for the "disposition of agricultural 

surpluses." In the early years of the program, rich countries such as Britain and Poland 

received large amounts of aid, including, for example, products like tobacco, tallow and 

canned fruit juices. But the main surplus commodities were wheat and cotton. Since the 

New Deal, the United States Government had bought farm products to support agricultural 

prices. When prices fell after World War II, and again after the Korean War, farmers sold 

their products to the Government for want of a better buyer. It was these publicly-owned 

stocks of food and fiber that the United States planned in 1954 to export under the new aid 

program. The measure was meant to be temporary. In three years, the law's sponsors 

hoped, the United States could rid itself, once and for all, of its burdensomc abundance. 

As the program was extended time after time, it had less to do with surpluses. In the 

1960s, P.L 480 money was used to buy farm products that were neither "surplus" nor owned 

by the Government; the Government bought commodities for food aid on the open market. 

(Three-quarters of all United States wheat exports and a third of the entire national wheat 

harvest was destined for P.L 480 in the mid-1960s.) Yet the idea of surplus remains even 

now. All farm products used for P.L. 480 must be certified by the Secretary of Agriculture 

as being available beyond what is needed for domestic requirements, stocks and likely 

commercial exports. 

In the mid-1950s, the P.L. 480 program captured the imaginations of several 

Democrats in Congress, above all of Senator Hubert Humphrey. In 1957, Senator 

Humphrey conducted a series of hearings on the program, eventually publishing a report 
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with the inspiring title of "Food and Fiber as a Force for Freedom." Humphrey's 

investigations shaped the future character of the program. They also revealed, in early form, 

the foreign policy which President Kennedy was later to pursue. 

The Eisenhower Administration, Humphrey charged, was altogether too timid in its 

foreign food-aid policy. Government officials, he urged, should "lift their sights from their 

own little orbits long enough to embark on bold, imaginative use of our food resources as 

an instrument of peace and freedom." He suggested that the program should be seen as a 

persisting instrument of United States policy, both for political purposes and to develop new 

foreign markets for American food. (Humphrey's most spirited adversary was Earl Butz, 

then an Assistant Secretary of Agriculture charged with going back and forth to Capitol Hill 

to testify about P.L. 480. He felt that the food-aid program should not become a permanent 

feature of American agricultural life.) 

Political and Military Aid 

"I have heard here this morning that people may become dependent upon us for 

food," Humphrey said during the 1957 hearings. "I know that was not supposed to be good 

news," he went on. 'To me that is good news, because before people will do anything, they 

have got to eat. And if you are really looking fcfr a way for people to lean on you and to 

he dependent upon you, in terms of their cooperation with you, itseems to me that food 

dependence would be terrific." 

Senator Humphrey saw a close association between food and the political concerns 

of the time. He suggested that if America's allies could rely on food from Kansas or 

Oregon, they could take people out of agriculture to build an army. "Isn't this true in some 
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countries where we have encouraged them to militarize?" he asked. "I have had officers of 

friendly governments say to me as a United States Senator, 'We are your ally. We never 

had an army before. Now you have got one for us and it costs money.' But of course we 

are taking up most of the tab, but it places an impact on their country. You take people 

out of production, you put them in the ar:y, you equip them ....And isn't this where the food 

picture gets in?" 

Most food aid in the 23 years of the program has gone to countries that were also 

military friends, such as Israel and Turkey in the 1950s, South Korea and Pakistan 

throughout, South Vietnam in the 1960s and 1970s. (Ten countries, including these, account 

for more than half of all P.L. 480 shipments. The others are India, Egypt, Yugoslavia, 

Indonesia and Brazil.) Some countries were allowed to use the proceeds from selling P.L 

480 food for military purposes. Many aid agreements called for the countries to repay the 

United States in their local currencies. But the United States would often give the money 

back, to be used for "common defense." About 80 percent of all the money collected in 

South Korea was used in this way, and a similar proportion in Vietnam. 

The military theme continued into the 1960s. Vietnam was a case in point. Soon 

after Vietnam was divided in 1954, the United States sent powdered milk, rice and butter 

oil to Saigon. In 1964, the Johnson Administration asked Congress to sanction the use of 

P.L 480 funds by recipient countries for "internal security" as well as for "common defense," 

with Orville Freeman citing "activities in support of counterinsurgency programs, such as the 

Vietnamese strategic-hamlet program." Two years later, Secretary Freeman again cited 

Vietnam in testimony supporting P.L. 480. "The victory," he said, "won't hold unless 
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agriculture goes forward with the troops. This is truly a two-front war....Agriculture is the 

key element in securing villages and hamlets won in the shooting war." 

Market Development 

The other great advantage of P.L. 480, to Senator Humphrey and his colleagues, was 

that it helped to create new markets for American food. At the 1957 hearings, Minnesota's 

Senator Edward Thye explained: "If they ever develop the taste for powdered milk or for 

butter...or if they develop a strong habit for wheat, where they are rice consuming, then we 

will always have a market there ....We put these foods at their disposal for a period of six 

months or a year, after which they are always going to be looking for that type of a product." 

Humphrey noted that, "Cheddar cheese, for instance, was not the most desirable product in 

some parts of the world, but now they are beginning to like it." 

The original P.L. 480 legislation provided that part of the money countries paid back 

to the United States, after they borrowed money to buy food, was to be used in "market 

development." But the activist Democrats in Congress believed that Eisenhower's 

Administration had been as timid here as in its political efforts. Witness after witness 

described prodigies of promotion, and was urged to ever greater exertions. 

One executive testified that P.L. 480 money had been spent in Rome on an 

"American Way supermarket project," "sending supermarket a workinga overseas as 

example of people's capitalism." (The "exact replica of its moderate size American 

counterpart," it featured frozen TV dinners, was praised by Pope Pius XII and attracted half 

a million Italian visitors.) Another described the American Wheat Cup presented at the 

annual golf tournament of the Japanese Grain Importers Association. Perhaps the most 

6 
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constant theme concerned the education of bakers, from South Korea to Colombia. In 

Japan, the Oregon Wheat Growers League used P.L. 480 money to set up a "bakers' training 

school." Once adept, the baker cadres "return to their home prefectures [where] they in turn 

conduct classes" in the mysteries of wheat. 

These activities persist today. Since the program began, more than $160 million in 

P.L. 480 proceeds has been used to promote American food and fiber. The 1974 P.L 480 

annual report boasts that "to a large extent, [the] growth of dollar sales can be attributed 

to aggressive worldwide market developments launched by the Government...." And the 

enterprise continues, the report adds, with baking classes and seminars around the world. 

"An evaluation of one such project in [South] Korea showed that housewives exposed to 

cooking demonstrations used an average of 16 percent more wheat in family meals ...." 

Throughout Asia and Latin America people were introduced to wheat, to the American way 

of eating, by the P.L. 480 program. Now American agricultural exports, all food aid aside, 

are worth more than $20 billion a year. Such countries as India and Brazil, South Korea 

and Japan, are leading commercial customers, paying dollars for American food. 

Food for Peace 

President Kennedy endorsed food aid during the 1960 election campaign, telling 

farmers in South Dakota that "food is strength and food is peace and food is freedom and 

food is a helping hand ...." His Administration followed most of Humphrey's suggestions. 

A director of P.L. 480--Congressman George McGovern--was appointed to the White House. 

By 1962, the program was shipping twice as much food as in 1958. 
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P.L 480 was an important part of Kennedy's foreign policy in Asia and Latin 

America. It seemed to cpitomize the sense that Americans had in the early 1960s that all 

things were possible, in a world growing daily richer and braver. One of Humphrey's 

comments in 1957 is again prophetic. Chiding Assistant Secretary Earl Butz for his cautious 

attitude to P.L 480, Humphrey said: "What I have noticed is a tendency on the part of 

people to assume there is only so much of a loaf of bread to divide up when, in fact, the size 

of the loaf is somewhat dependent upon the yeast that is in the bread. And that is the 

expansion element that is in the economy." 

Food for Peace had the merit, too, of pleasing the most diverse people. "I think it 

will go down as one of the most outstanding things done in the history of mankind," Orville 

Freeman said in 1964. This was so, he explained, "because it does have this multiple effect 

of serving the mutual interests of so many people." P.L. 480 was indeed one of the most 

popular aid programs. Some congressmen saw it as aid to Kansas, and others as aid to Asia. 

Administration officials often seemed deliberately vague, seeking, perhaps, to preserve the 

program's multiple appeal. 

Food for Development 

The Kennedy and Johnson Administrations set out boldly to promote economic 

development around the world. P.L. 480 after 1966 was tied closely to development 

projects, and in particular to agricultural programs. Countries receiving Title I aid were 

required to practice "self-help" in agriculture. Yet these efforts were fraught with 

contradictions. 
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Food aid itself was a disincentive to agricultural production abroad. Since the early 

1960s, almost a third of all United States official development assistance has been in the 

form of food aid. In such countries as South Korea, Brazil, even India, P.L 480 helped to 

make it possible for governments to neglect their own farmers. The program served to 

reinforce the bias of development policies in favor of urban and industrial growth. In South 

Korea, for example, the Government received American food and kept local rice prices low. 

Industry flourished, while in the countryside, poor rice farmers found they could not make 

a living. They were forced into Seoul and other cities. Farmers who remained found that 

more and more people had acquired the taste for wheat from the cadres of bakers who 

surged across the country. 

Successive U.S. Governments have tried to help the poorest people with food aid. 

But here again P.L. 480 proved a mixed blessing. Wheat is the leading food-aid commodity, 

and in many poor countries, particularly in rice- and corn-growing regions, wheat is sold 

largely to relatively prosperous consumers. A 1976 U.S. Government study of P.L. 480 in 

India, Chile, South Korea and the Philippines concluded: "It was difficult to say that the 

Title I programs were helping the poor...." 

The history of the United States Government's pork projects in Asia illustrates the 

conflicts of P.L 480. As early as 1962, the Kennedy Administration set out to use surplus 

corn to develop a pig-feeding industry in East Asia. In his memoirs of Food for Peace, 

George McGovern described plans for the "creation of a community 'pig bank"' in South 

Korea. Meanwhile, in South Vietnam, pig cooperatives were set up with "surplus American 

corn, eight sacks of cement for a pigsty, and three pigs for each participating family." 

0"
1-rs 
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By 1968, senators reviewing P.L. 480 learned that South Vietnam had agreed to 

"pursue aggressively a policy of increasing pork production," and to "establish a selling price 

for imported corn which will encourage its expanded use as feed grain for pork production." 

That same year, U.S. aid experts undertook the most grandiose project of all, directed at the 

entire pig population of South Vietnam. As explained five years later in the P.L 480 annual 

report, "1973 is regarded as the 'wrap-up' year of a long-range effort...to establish a viable 

commercial swine industry in South Vietnam. Through the introduction of U.S. technology 

and Vietnamese acceptance of the principle of self-help, the swine population has been 

changed from that of the rural-reared scavenger swayback pig--an inefficient converter of 

feed to pork--to a meat-type pig." 

Here, as elsewhere, efforts to use food aid to help foreign livestock producers left the 

farmers dependent upon American food and technology. In the case of the pork programs, 

the United States left in Vietnam a "population" of American-style pigs that was largely 

dependent on corn feed, long after American technologists had departed. 

The Nixon Years
 

Under President Nixon, the United States turned away from foreign aid in general 

and from P.L 480 in particular. Food aid had come to be associated with unrewarding 

projects (pig banks) and ungrateful recipients (India). The amounts of food shipped under 

P.L 480 fell fairly steadily, from a high level of 18 million tons in 1966 to 11 million tons 

in 1970 and 3.3 million tons in 1974. 

Describing the "Nixon Doctrine" in foreign policy, President Nixon wrote that "we 

need to replace the impulses of the previous era: both our instinct that we knew what was 
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best for others and their temptation to lean on our prescriptions." Nixon's food-aid policy 

reflected to some extent this objective: It recognized that P.L. 480 required real money, and 

that the United States itself had real problems with inflation and with its balance of 

payments. 

But there were other, less inspiring, themes in the Nixon food policy. The military 

element in P.L 480 became stronger, in accordance with the Nixonian principle that foreign 

aid should be tied directly to national self-interest. In 1971, to illustrate, the Nixon 

Administration concluded an agreement with South Korea whereby, in exchange for P.L 480 

shipments, South Korea agreed to limit its textile exports to the United States. The 

Administration also used food aid as a way to avoid the restrictions that Congress had 

placed on other military and economic assistance programs to Indochina in the early 1970s. 

In the fiscal year 1974, to illustrate, 70 percent of all Title I shipments went to South 

Vietnam and Cambodia. 

The Nixon Administration, finally, did not begin to answer the new question of how 

the United States should act as the era of aid was succeeded by an era of commercial trade. 

By the 1970s, the long years of market development had been vindicated. Rich and poor 

developing countries had acquired the taste for imported food. But they found P.L 480 

limited. As Senator Thye had foreseen 15 years earlier, they went into commercial markets 

to buy American wheat for dollars. The change was sudden. la the 1972 fiscal year, United 

States aid-financed farm exports to developing countries were worth $1.1 billion, while 

commercial exports were worth $1.7 billion. By 1975, the aid exports were again worth $1.1 

billion. But the value of commercial exports had quadrupled, to a value of $6.8 billion. 
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The Crisis 

The world food crisis of 1973-74 came about, then, at a time when the United States 

food-aid program was in disarray. By the end of 1973, U.S. wheat exports cost three times 

as much per ton as they had little more than a year before. There were many reasons for 

the inflation: the worldwide economic boom, bad weather in several countries, the Russian 

purchase of American food, the efforts of the United States and other food-exporting 

countries to restrict farm production, the success, too, of United States market-development 

schemes. But the consequences were most serious in developing countries. 

"An anomalous situation has developed over the past two years," a senior United 

States official, Thomas Enders, testified early in 1975: "At the very time that food aid was 

most needed, it turned out to be the hardest to get." Most countries found their P.L. 480 

shipments cut in 1974, the worst year of the world food crisis. When prices were high, the 

money spent on aid bought less food. The Title 11 donations program, to illustrate, was cut 

dramatically. Thirty-one rillion fewer people received Title II food in 1974 than in 1973. 

In Bangladesh alone, 13 million people were struck from the rolls. 

P.L 480, after 20 years, was tested in a worldwide crisis and found wanting. Part of 

the explanation has to do with President Nixon's own preoccupations. I remember in July 

1974 telephoning the National Security Council's expert on food in the Executive Office 

Building to ask about American food-aid policy to South Asia. He replied that he had not 

really got into that subject yet, explaining that "there's been a lot of turbulence 

personnelwise around here this summer." 
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But the causes of the crisis in food aid go beyond Watergate. The procedures for 

allocating aid are still designed for a world of surplus, where food prices change only slowly. 

Decisions about food aid are still made in the obscurity of interagency conferences. The 

officials charged with distributing aid are still obliged to balance military and humanitarian 

interests, market development and the concerns of Arkansas rice growers. In 1974 they 

could not compromise fast enough to get food to starving people in Bangladesh or Ethiopia. 

The Aftermath 

In the period since the 1974 famines, the United States food aid program has gone 

from scarcity to abundance and obesity. People in Asia were dying of starvation in 1974. 

A year later, in the same countries, rats choked on surplus American rice. 

Many Americans became outraged, in the course of 1974, about the fiasco of food 

aid. Congress in December 1974, reacting to this concern, passed legislation requiring that 

most food-aid sales be reserved for very poor countries. (The requirement, which is still in 

force, now provides that 75 percent of all Title I P.L. 480 shipments go to countries with an 

average income per person of less than $300 a year.) Senator Hubert Humphrey, who has 

been consistent since 1954 in sustaining the humanitarian parts of the aid program, was a 

major force for the change. 

In 1975, the United States more than doubled its food aid to the poorest countries. 

In part because of American aid, the food situation improved greatly. Yet the 

contradictions of the P.L 480 program were not to be avoided. Many food shipments 

arrived to late, when the worst of the crisis was over. India received more food than it 
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could store. Bangladesh was sent sex times as much Title I grain in 1975 as has been 

dispatched in the famine year of 1974. 

Meanwhile, the old agricultural interest in surplus disposal and market development 

returned. Agricultural prices have fallen, particularly prices of wheat and rice. Farmers in 

several states lobby to have their products bought for P.L. 480. The U.S. Government buys 

stocks of rice, peanuts and milk. Food aid, once more, seems commercially enticing. 

This is the confused situation of P.L. 480 in 1977. Tanzania, one harried U.S. official 

explains, wants corn imports, but "we're twisting their arm to take rice." Another official 

says wistfully that he would like to send more food to the richer developing countries, such 

as Morocco. The entire history of the P.L. 480 program, political and agricultural alike, is 

crowding forward as the program is exposed once more to the investigations of Congress. 

Ending Food for Peace 

What is to be done with the food-aid program? My own view is that the time has 

come for the slow end of P.L. 480. The denouement will last for 10 to 20 years. But it 

should begin at once. 

Congress is virtually certain to renew the P.L. 480 program this year. The major bill 

before the Senate--Senator Herman Talmadge's--extends the program in essentially its 

present form for five years. Several members of Congress will also try to link food aid more 

closely to agricultural and nutritional development abroad. 

But these reforms do not consider the lasting purposes and conflicts of the program. 

Congress's first priority should have to do, I think, with the domestic organization of P.L 

480. In the period between now and, say, 1990, several very poor countries will continue 
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to need food aid, particularly in their intermittent food crises. P.L 480 procedures should 

be reformed so as to work better in such emergencies. Yet U.S. policy should try, 

eventually, to end the program. For P.L. 480 will continue to present serious problems 

"both to those who give and those who receive." 

Congress itself should undertake an examination of P.L. 480, at least as thorough and 

thoughtful as the study that Senator Humphrey pursued in 1957. P.L 480 financing should 

not be extended for a period of longer than one or two years until such a review has taken 

place. There should be more information required about P.L 480 and its different roles. 

One of the reasons for the food-aid fiasco of 1973-74 was that people concerned about 

humanitarian questions--church groups and others--did not find out what was happening 

until the worst was almost over. The Public Law 480 annual report, for example, is nearly 

inaccessible to most people and is published as much as two years after the events it 

describes. This document should be on sale in every United States Government bookstore. 

Short quarterly reports should also be widely distributed. 

The procedure for deciding who gets food aid should be changed. The P.L. 480 

apparatus, with its interagency committee, should eventually be moved from the Department 

of Agriculture to the State Department. This is not because one set of officials is likely to 

be more kindly or expeditious than the other. But the most important remaining functions 

of P.L 480 will be humanitarian and political. The program should properly, therefore, 

belong to the foreign-assistance and foreign-policy bureaucracies. 

It is likely that P.L 480 will receive less public money as a purely humanitarian or 

foreign-policy program than in its former "multiple" incarnation. But the moment is apt, I 
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think, to drop the old conceit of helping everyone, Asians and Kansans at once. It isno bad 

think, in any case, for the P.L. 480 budget to dwindle slowly in the course of the 1980s. 

There is perhaps no reason why the Department of Agriculture should be prevented 

from subsidizing grain sales to Morocco or should desist from its baking seminars in South 

Korea. But these activities should not in the future be either part of or the justification for 

a United States food-aid policy. Certainly, several agricultural communities--of rice growers, 

or in Oregon, where farmers grow white wheat for export to Asia--will deserve just 

treatment as the aid program diminishes. 

The administrative change should also make P.L. 480 procedures slightly simpler, and 

therefore better able to cope with food emergencies. As the.scope of food aid is reduced, 

too, the United States should expect that other rich countries will pay more of the costs of 

assistance to poor countries, while more American aid is distributed through multilateral 

organizations such as the United Nations. 

The denouement of P.L. 480 will be without question enormously difficult. The 

different forces in P.L. 480 lie deep in United States political life and in the country's 

perception of itself. The P.L. 480 dilemma is part of a larger choice, of how the United 

States will act toward other countries while the economic order for which it was responsible 

comes to an end. The opportunity is to act justly and openly and with self-knowledge, as 

a new epoch begins. 

I
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[1988] 

Box 2. How American Food Aid Keeps the Third World Hungry 

The Food for Peace program, now in its 34th year, should be phased out. American 
food aid should be restricted to humanitarian relief for droughts or disasters. In place of 
Food for Peace, the U.S. Agency for International Development (AID) should promote 
policies that will give farmers in less developed countries incentives to produce more food 
to feed their own people. 

American food aid, which meant to alleviate starvation, has made it more difficult 
for recipients to feed their peoples. 

A report by the AID Inspector General found that food aid "supported 
Government of Egypt policies which have a direct negative impact on 
domestic wheat production in Egypt." 

The August 25, 1982, Kansas City Times reported that the Peruvian 
agriculture minister begged the U.S. Department of Agriculture not to send 
his country any more rice, fearing that it would glut the local market and 
drive down prices. But the U.S. rice lobby turned up the heat on Wash-ington 
and the Peruvian government was told that it could either take the rice or 
receive no food at all. 

(The Food For Peace) Title II program provides direct donations of food for projects 
in Third World countries. Such projects are usually supervised or administered by private 
voluntary organizations. 

* 	 Much of the food donated under the Title II program is targeted for school 
food or health programs for mothers and children. A 1982 AID audit of 
targeted food assistance in India, the largest recipient of targeted food 
assistance under the program, concludes that "the maternal/child health 
program has not improved nutrition and the school feeding program has had 
no impact on increasing school enrollment or reducing the drop out rate." 

The General Accounting Office reported in 1987 that it had examined 22 
operational plans by private voluntary organizations for 19 African countries 
and found that 14 did not include specific and measurable goals and criteria 
for measuring implementation progress, 15 lacked adequate discussions of 
marketing and evaluation systems for ensuring a accountability and assessing 
program benefits, 12 lacked adequate explanations of how programs would be 
phased over to local institutions and 16 lacked adequate financial 
information." 

The Food For Peace Program is costly and wasteful. U.S. interest groups and corrupt 
officials in Third World countries too often benefit at the cost of star/ing people. 
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* The 1985 farm bill requires that at least 75 percent of all donated 
commodities be shipped on U.S.-owned carrier vessels. This provides a 
windfall to the U.S. Merchant Marine. It costs five times more to ship 
emergency food aid to Zambia in an American merchant ship than on a 
competing foreign ship. 

Source: Abstracted from James Bovard, "How American Food Aid Keeps The Third World 
Hungry" The Heritage Foundation Back2runder (Washington, D.C.: The Heritage 
Foundation, August 1, 1988). 
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[1989] 

Bx3. Food Aid and Industrialization in Korea 

The role played by foreign economic aid in the growth and development of the South 
Korean economy during the period 1945-75 has been broadly subject to at least two distinct 
interpretations. In both of these interpretations--the Harvard School theory and the Theory
of the State approach--it is recognised that foreign aid did contribute to the economic 
growth and development of the South Korean economy. 

Both the theory of the state and the Harvard view of Korean development make little 
distinction in terms of the nature, type and kind of foreign aid given to this economy. Food 
aid or commodity aid having contributed at least one third of total economic aid, and 
possibly as much as one half of economic aid, is not given special attention or consideration 
in terms of its potential role in the development of the Korean economy. 

South Korea is among a small number of developing countries which over a long and 
continuous period of time have received large, regular volumes of programme commodity 
aid. Programme commodity aid made a major contribution to the South Korean 
development experience by providing foreign exchange and import savings. In addition to 
this contribution, counterpart revenues generated by the salts of commodity aid financed 
government expenditure on administrative, military and social infrastructure aspects of the 
government budget. If these types of expenditure, in the absence of commodity aid, would 
have been made in any case the source for these revenues would in turn have adversely 
affected savings and investment and thus growth potential. 

In line with classical economic thinldng the supply of commodities, particularly the 
wage good, allows one adverse factor--the prospect of inflation--to be mitigated. In the early 
period of economic development which focuses on industrialisation, the shortage of the food 
supply or raw materials from the agricultural sector can result in the wage cost inflation 
which ultimately chokes off the growth process. The regular supply of food allowed, in the 
case of South Korea, an assuredness of the wage good during a critical period when 
investment was rising and the prospects for future export growth of manufactures were 
becoming realised. Had food aid not supplemented the wage good it would have been 
highly improbable that domestic agriculture would have filled the food supply gap. 

Nearly one third of United States commodity and general aid was destined to go to 
the textile sector in South Korea. While the textile manufacturing sector contributed to 
Korean exports from the early 1950s it was not until the 1960s that textile exports became 
the leading sector in the economic miracle of Korean development and export growth. The 
supply of raw materials for the cotton industry under PL480 and USAID programmes in 
such quantity, and at virtually the status of a gift, combined with low wage costs ensured 
beyond doubt the competitive advantage and growth potential for this sector of exports. 
Given the importance of textiles in terms of the 'learning experience' in the p reess-uf 
industrialisation and its large share of export growth during the 1960s, commodity aid may 
warrant a role and a recognition of its unique contribution to the South Korean 
industrialisation experience which has hitherto gone unrecognised and unacknowledged. 

Systematic analysis of the effects of food aid or. South Korean agriculture is hard to 
come by. Much of the evidence of the adverse effects on Korean agriculture is anecdotal 
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at best and at worst sensational journalese that does not bear close scrutiny. It is not in
dispute that the Korean government favoured urban workers with a cheap food policy but 
the detrimental effects on Souih Korean agriculture have yet to be clearly established and 
empirically shown. Food aid did contribute to increases in agricultural production through
PL480 Title U land reclamation policy. 

It is paradoxical that the surplus commodities which have resulted from policies of
agricultural protection in a rich country such as the United States of America should be 
given as grants to developing countries such as South Korea who, in turn, process these into 
textile goods that reduce the industrial textile capacity in the United States itself. It is even 
more bizarre that the United States, having encouraged the growth of textile exports from 
Korea in the 1960s through commodity aid as an industrial raw material for the textile
industry, should reverse this policy in the 1970s by discouraging textile imports into the
United States offering as a uid pro quQ for voluntary export restraint more food aid. 

Source: Abstracted from John Cathie, Food Aid and Industrization: he Development
of the South Korean Economy (Brookfield, VT: Gower Publishing Company, 1989), pp.
176-195. 



Part IV -- Evaluating Food Aid Experience 

By the late 1970s, efforts to evaluate food aid had become so large that attempts 

were made to bring order and coherence out of the proliferating body of literature. This 

section includes articles which focus on food for work programs, the disincentive effects of 

food aid, and the overall effects on economic development. 

In a 1964 article, "Development Through Food Grants and Concessional Sales," 

Lawrence W. Witt reviewed the food aid programs in Israel, Colombia, Pakistan and 

Tunisia. He was particularly enthusiastic about the success of the "food-for-wages" program 

in Tunisia. By the mid-1980s it was possible for Edward Clay, in "Rural Public Works and 

Food for Work" to make a much more comprehensive evaluation. He concludes that some 

labor-intensive food for work programs had made significant contributions to the 

development of local infrastructure in South Asia but that similar programs did not have a 

good record in sub-Saharan Africa. In general, use of food aid as payment in kind was less 

satisfactory in rural works projects than the use of local currency generated by food aid 

sales. 

Paul J. Isenman and Hans W. Singer conducted an exceedingly thorough evaluation 

of "Food Aid Disincentive Effects" (1977). They were highly critical of some of the 

inconsistent arguments by the populist food aid critics. It was difficult to hold that food aid 

has had a pervasive negative effect on agricultural production. A decade later, Simon 

Maxwell again evaluated the disincentive literature in 'The Disincentive Effect of Food Aid" 

(1990). He presented a more analytical complete method for evaluating disincentive effects 

and showed how the method could be used in the designing of food aid programs even when 

data is limited. 



In 'The Evaluation of Food Aid: Toward a Development Reime" (1984), Raymond 

F. Hopkins traces the past World Food Conference (1974) trend in food aid programming 

"from surplus disposal to development first." He argues that food aid must be administered 

to retain its developed country agricultural constituency. He argues that four principles 

should guide "development first" food aid regimes: (a) linkage of food aid to agricultural 

policy reform; (b) encouragement of food aid as a substitute for commercial imports; (c) use 

of long term, but flexible, food aid commitments; and (d) a stronger emphasis on human 

capital formation in direct feeding programs. 

Vernon W. Ruttan 
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Chapter 9 

DM:velopment through Food Grants
 
and Concessional Sales
 

Lawrence W. Witt
 

Introduction 

International capital transfers through public aid play an important role in financing 

development programs in less developed nations. A 1962 report states that "in the past 

three years aid amounted to 25-30 per cent of investment in the less-developed countries 

of the non-communist world and to about 20 per cent of their export earnings."1 The 

United States has been a major contributor of aid to the less developed nations; the 

combination of a relatively large per cent of GNP and the sheer magnitude of the United 

States economy makes the absolute amount of aid large compared to any country. 

Substantial amounts of farm products have been shipped abroad under special government 

programs, to add 25 to 30 per cent to United States economic aid. Such shipments, now 

mostly under Public Law 480 (a United States law authorizing the shipment of surplus farm 

products abroad under several noncommercial arrangements) total about $2 billion annually 

at Commodity Credit Corporation costs, or a little over $1.5 billion at imputed export 

market values. 2 The magnitude of this United States public aid in farm products calls for 

a better understanding of the circumstances under which such aid can contribute to 

development. 

Concessional sales and grants (donations) are made under special agreements 

between the United States and each recipient country. These arrangements are outside the 
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normal financing of international trade. Under the major provision of Public Law 480, the 

United States Government receives deposits of soft currency in the recipient country in 

exchange for shipments of farm products (primarily wheat and cotton, but also feed grains, 

rice, nonfat dry milk, and tobacco). Under other provisions, grants of food are made to 

governments as aid in times of disaster, for designated development projects, and for school 

lunch programs. Substantial donations are made to religious and international welfare 

agencies for direct feeding programs. Also, long-term dollar loans to purchase food are 

included. 

The program's popularity with congressional and lay audiences and its likely 

continuance makes a careful evaluation necessary. It has been referred to as a marriage of 

convenience, since, in fact, the shipment of surpluses may make it appear less necessary to 

revamp domestic farm policies in the United States. Domestic policy and internal pressures 

indicate an increase in the amount and proportion of farm products in foreign aid.3 

The importance of "food for development" or "surplus farm product disposals" (the 

term used depending upon the view of the speaker) has grown significantly, end not only in 

United States policy. The original "temporary" three-year program passed in 1954 totaled 

$1 billion, and was expected to dispose of current surpluses, after which the program would 

stop. Instead, annual surpluses became larger, an additional $800 million was authorized 

thirteen months after the law was first passed, and within a year another $1.7 billion had 

been added. While still calling it a temporary program, Congress has budgeted the program 

through calendar year 1964, for shipments which may be made as late as 1965 and 1966. 

The average appropriation is now $1.8 billion annually.4 Moreover, other nations are 
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beginning to participate in comparable export programs. A new World Food Program has 

been inaugurated under United Nations auspices, as partial implementation of the FAO 

Freedom from Hunger campaign. Some forty nations have pledged food, services, or cash 

to this new progran 5 Furthermore, the plans of the European Economic Community 

(European Common Market) clearly call for disposal of agricultural surpluses through 

commodity aid to less developed nations.6 Thus, there is reason to believe that increasing 

amounts of farm products will be available to the less developed nations during the decade 

of the sixties, though not necessarily a proportionately larger fraction of public foreign aid. 

It is, therefore, especially important to understand the accomplishments and limitations of 

the United States Public Law 480 program during its first ten years of operation. 

A Few Term Defined 

Public Law 480 is also known as the Agricultural Trade Development and Assistance 

Act of 1954. It authorizes the United States Department of Agriculture to dispose of 

surplus farm products outside the usual market channels, both at home and 

abroad. It has been modified and amended a number of times. Public Law 480 also is 

referred to as the Food for Peace program. 

Title is one section of Public Law 480. It authorizes the sale of surpluses abroad 

in exchange for currency of the recipient nation. Under terms of the agreement, virtually 

all of this currency must be accumulated and spent within the recipient country. 

Title 11 of Public Law 480, authorizes grants to foreign governments to assist in times 

of natural disasters--floods, droughts, earthquakes. A 1960 amendment provides that food 

may be donated as partial wages for labor-intensive economic development projects. 
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TitleIM has three subsections or programs. One provides for surplus disposal within 

the United States. A second authorizes donations to religious and international 

organizations to feed the needy overseas, primarily through schools, orphanages, and so 

forth. The third authorization is for barter programs-defined separately below. 

Title authorizes long-term credit sales of surplus farm products to foreign 

governments, to be repaid in dollars, over a ten-year period. They are concessional sales 

since the interest charge is less than the usual rate. 

Local cu;rency refers to the pesos, rupees, or other currency paid to the United 

States Embassy for farm products received under Title I. It is similar to the counterpart 

funds developed in Europe through the Marshall Plan. 

Additionality refers to the requirement of Public Law 480 that Title I imports should 

be in addition to a country's commercial imports. 

Barter, under Title II, is a procedure by which the United States Department of 

Agriculture exchanges surplus farm products for materials used in United States foreign aid 

and other programs, or for storable, nonfarm products (such as minerals) which are 

stockpiled. The farm products are exported by the private trade; the products received may 

be of domestic origin but usually are of foreign origin. 

The Rationale for Public Law 480 

The political and economic forces which led to the development of Public Law 480 

stem from the price support and surplus accumulation aspects of United States agricultural 

policies; but similar policies are found in most of Europe and in certain less developed 

countries. A concern for nutrition and a sense of humanitarianism are also involved. 
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The reconstruction of Europe after World War II required substantial amounts of 

food imports. As European agriculture recovered, United States farm exports declined and 

stocks accumulated in government hands, under the minimum price guarantees. Farm 

groups, and farm state congressmen, who held seniority positions in many committees, 

sought ways to offset the decline in exports and to postpone agricultural policy 

readjustments. An early step was the more liberal provision of food gifts to church-related 

organizations, CARE, and UNICEF, for local todistribution indigent people in other 

countries. Also several special bills were passed to donate or loan agricultural surpluses to 

nations suffering from natural disaster--India, Pakistan, and Afghanistan. 

Meanwhile, as early as 1949, the FAO (UN Food and Agriculture Organization) gave 

special attention to certain commodities in world agricultural trade for which effective 

demand appeared inadequate. By 1953, the FAO was stressing that the foremost means of 

absorbing excess supplies were courageous policies for increasing consumption. Three 

methods of using surpluses were advanced--two old and one new. The old and familiar 

methods were improving nutrition, mostly through direct feeding, and meeting famine and 

near-famine conditions caused by crop failure. The new proposal was to use surpluses to 

aid economic development. The FAO staff was asked to undertake pilot field surveys in 

countries which were possible recipients of surplus farm products. 

One such survey was made in Egypt in August, 1954. Another was made in India--a 

country with a large potential for using surpluses in economic development--under the 

leadership of M. Ezekiel. This study laid the theoretical groundwork for facilitating 

development through capital transfers of surplus farm products. 7 This FAO pilot study was 

71 
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published one year after Public Law 480 was passed, as Public Law 480 shipments-

emphasizing disposal not development-were increasing in momentum, and as it was 

becoming evident that United States farm surpluses and Public Law 480 shipments were 

more; than temporary phenomena. The FAO study has helped to legitimize food aid for 

economic development and has provided an additional justification for continuing the 

program. From the standpoint of the United States, Public Law 480 has two major 

objectives: reducing surpluses and assisting in economic development abroad; and several 

minor objectives; improving the health and nutrition of disadvantaged groups, advancing 

foreign policy interests, and changing market and diet patterns to benefit future commercial 

exports from the United States. An important step in fulfilling the major objectives would 

be surplus shipments tagged for economic development projects. 

The views of many economists in government and academic positions towards the 

original Public Law 480 program were mostly negative,8 along the following lines. 

Developing nations need to industrialize; hence, their primary import needs are for machine 

tools and capital equipment, rather than for farm products. Many developing nations also 

need an improved agriculture for local production and export, but concessional sales of farm 

products would be detrimental to agricultural prices in the recipient country ( and to prices 

received by other exporting nations); 

hence, Public Law 480 was condemned as imposing the United States farm problem upon 

the rest of the world. Surely Public Law 480 would worsen United States foreign relations. 

The FAO pilot study in India pointed out that commodity aid might lead to capital 

formation by using underemployed labor to build roads, schools, and other facilities. Since 

zzec
 



7 
farm products constituted at least half of the consumption goods of such rural workers, the 

report suggested that as much as half of the cost of certain projects might be met by farm 

products, and a fourth or more from imported surplus agricultural commodities such as 

wheat, cotton, and dried skim milk.9 A foreign exchange gap frequently occurs early in the 

development process, sometimes coinciding with a food gap since agricultural output is 

sluggish; Public Law 480 supplies can close up the food gap and the foreign exchange gap. 

These ideas stimulated a new defense or rationalization for Public Law 480; but because this 

seemed so much like a marriage of convenience, many observers remained suspicious. 

There is ground for skepticism since some defenders of the program overstate their case; 

at the same time, the attacks on the program often fail to recognize the possible benefits 

of the program. 

The remainder of this paper will point out some of the difficulties and the possible 

contributions of farm products as external aid. It will be necessary to differentiate, also, 

between the intended program operations and the actual operations, since empirical 

evidence indicates that the programs in some countries are far more successful than they 

would have been with strict adherence to the established program. Adjustments by the 

recipient country, unintended so far as the sending nation is concerned, have added to the 

value of Public Law 480 imports. 

The Mechanics of Negotiating and Executing Public Law 480 Contracts 

Some clarification of Title I Public Law 480 operations is required before examining 

its impact upon receiving nations. A request for commodity aid is made by a prospective 

recipient country. The reasons for the request and the information which led to a formal 
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request may have involved a variety of interactions between Embassy and technical 

assistance personnel of both countries. After evaluation and negotiation, an agreement is 

signed for an approximate amount of several commodities and estimated total export values. 

The agreement also designates uses for the local currency, the exchange rate applicable, 

sometimes the lozal price to be charged, arrangements if imports lead to exports, and other 

provisions. 

Specific arrangements are made between exporters and importers. The exporter 

generally is a private United States export firm; the importer may be a private trader in the 

recipient country or a government agency charged with responsibility for importing certain 

commodities. In any case, financial and other arrangements must be made with both 

governments. The United States Government pays dollars to the exporter as he ships 

designated quantities of commodities; thus, tax dollars pay for commodity exports. The 

receiving government collects local currency from the importer as the commodities are 

imported and sold in the local distribution system. These currencies are paid by the 

receiving government to the United States government--the United S.ates Eiiibassy iii the 

receiving country. The way in which these local currency deposits are finally liquidated 

determines whether the farm products have beeit a loan, gift, or partial gift of the United 

States economy to the recipient economy. 

All United States firms--farmers, market agencies, etc.--are paid dollars for Public 

Law 480 products just as in commercial sales transactions. In the importing country, 

importers, processors, and consumers purchase Public Law 480 products by paying for them 

in local currency just the same as if the commodity were locally produced and sold in the 
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processing and retail marketing channels. Food aid under Title I, part of Title II, and Title 

IV, is not a gift to consumers, nor a gift by producers.' 0 Title I wheat (or other 

commodity) is indistinguishable from other wheat, so far as the consumer is concerned; he 

pays the market price for his purchases. Therefore, the Title I sales agreement essentially 

is a government to government loan or To the extent thatgrant. a proportion of local 

currency is actually used by the United States Government, this amount is a prepayment in 

farm products of future United States expenditures in the recipient countries, expenditures 

which otherwise would have been paid in dollars. To understand the developmental impact 

of the program, and other effects, it is necessary to examine two items. One of these is the 

recipient country's use of the local currency designated for loan or grant within the country. 

The other is the change which has occurred in other economic activities because of the 

receipt of Public Law 480 commodities. We shall examine these issues in a review of 

specific country programs, and then attempt a general review and appraisal. 

Impact of Public Law 480 on Recipient Countries 

Most of the appraisals of Public Law 480 programs, until recently, can be roughly 

divided into two groups. One approach is qualitative and theoretical, either arriving at 

negative conclusions via international trade theory, or exploring the conceptual potential of 

food in development planning. The second approach, often used by those closely connected 

with the of the foradministration program, presents arguments the program without 

adequate conceptual foundations." However, there are now a number of empirical studies 

by local and/or international observers in specific countries. 2 These studies come to 

different conclusions, and indicate that Public Law 480 shipments have a wide range of 
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possible impacts depending upon the policies of the recipient country, the effectiveness of 

the program adminiStration in both the sending and the receiving country, and the relative 

strength and potential of the agricultural-food sectors of the recipient economy. 

Let us turn now to some of the evidence and experience with Public Law 480 in 

specific countuies. 

israel 

Israel is the largest recipient of Public Law 480 commodities on a per capita basis--about 

$81 per person for the 1954-1961 period compared with about $25 for Yugoslavia, the 

second largest recipient nation. During the 1950s, Israel had a rapidly expanding economy. 

Population doubled, mainly because of immdgration. Gifts from abroad made substantial 

contributionss to capital formation. The balance of Payments for the decade indicates that 

about a third of the total receipts were earned from exports, while nearly half .ame from 

grants and other unrequited transfers. Prior to Public Law 480, Israel was surfeited with 

shortages, rationing, careful husbandry of its foreign exchange, and other controls to keep 

inflationary forces in check. The situation was one in which food imports easilywere 

absorbed. 

The impact of Public Law 480 imports on internal agricultural production, 

surprisingly, was to stimulate rather than discourage agricultural production. 3 There were 

two reasons for this. First, Israeli authorities were willing to decontrol many food prices and 

to remove rationing controls, since additional imports were forthcoming in sufficient 

amcunts to prevent serious inflation. Legal prices rose modestly while black market prices 

fell precipitously; since nearly all local farm production was paid for at legal prices, the net 

.-7. 
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result was more favorable farm prices. Second, imports of feed grain provided the basis for 

a substantial expansion in livestock production, particularly in poultry, both for domestic and 

export use. Grain supplies were no longer closely rationed; inventories increased and 

provided a secure base for larger livestock numbers. 

Consumers were able to increase the quantity of food and variety of their diets 

because of Public Law 480 imports. While the Israeli government had followed a policy of 

making available ample supplies of bread, many other products were in short supply and 

were rationed before Public Law 480 contracts. Feed grain imports under Public Law 480 

provided more dairy and poultry products domestically; imports of dried milk, fats and oils, 

and minor amounts of other products also added variety. It is estimated that consumption 

increased by four to five per cent for 1958-1960 over 1954, with a substantially greater 

increase for meat and eggs and decreases for cereals and fish. 

Internal development programs were expanded by an increase in development loans, 

many of which utilized excess capacity in the building industry as well as unemployed 

workers. The government authorized additional development projects because the 

additional imports reduced the threat of internal inflation and enhanced the ability of the 

economy to absorb the additional purchasing power. The loans actually financed by Public 

Law 480 local currency did not draw heavily on imports; however, the Ginor report indicates 

that the true additional projects, in fact, did draw more heavily imports. 14 This wason 

made possible by changes in the import patterns, to which we now turn. 

In theory, Public Law 480 sales are additional to "usual commercial imports from the 

United States"; since 1958, this provision applies to all commercial imports, except those 

http:imports.14
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from the Communist bloc. The Ginor report, however, indicates that Public Law 480 Title 

I imports did substitute for commercial imports. It is estimated that only 31 per cent of the 

Public Law 480 Title I imports were additional.15 To some extent, however, Public Law 

480 imports from the United States substituted for imports no longer available from Turkey 

and Argentina. Public Law 480 imports also replaced imports from Bulgaria and the 

U.S.S.R. Thus, diversion of commercial trade is closer to 50 than to 70 per cent, since 

together these four countries provided about 15 per cent of imports in 1950-1954, barely 5 

per cent in 1955-1960, and nothing in 1960. On the other hand, commercial imports of feed 

grains, soybeans, and certain other non-Public Law 480 farm products increased, partly as 

a result of the increased domestic demand, no longer held back by rationing, and partly 

because of additional development projects. Also, some exports of poultry products swelled 

the export earnings. 

Whatever the reason, the reduction in commercial purchases of the thirteen Title I 

commodities, but mostly wheat and feed grains, made possible an increased commercial 

purchase of other imports; part of these provided the import component of the expanded 

Israeli development program. The rest went for a variety of purposes, including increased 

reserves of foreign currency. 

This review of Public Law 480 in Israel indicates that the program made a significant 

contribution to Israeli development. In fact, Kahn concludes that for Israel Title I aid "has 

bcen almost as good as free dollars."'16 However, part of this favorable report is due to the 

program in practice being different from the program in theory. The diversion in 

commercial trade of agricultural export countries is less favorable to these nations, but even 

, 
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here a larger GNP in Israel as a result of increased development may provide long-term 

gains for export countries to offset short-term losses. Israeli programs for domestic 

agriculture insulated the farmers from import competition and, through feed grain imports, 

provided new opportunities. 

Colombia 

Let us turn more briefly to Colombia, recipient of much smaller quantities both in 

the aggregate and on a per capita basis. Between 1955 and 1961, some $53 million of Title 

I and $26 million of Title III commodities were received.1 7 Most of the Public Law 480 

imports were received after 1957, when export earnings were falling following the decline 

in world coffee prices. Despite this, and with a relatively small amount of overall planning, 

Colombia was able to maintain economic growth, though very small in several years. 18 The 

major products imported under Title I of Public Law 480 were wheat, cotton, and edible 

oils; under Title II, wheat and nonfat dry skim milk were the major items. 

Internal production of cotton was stimulated, despite the import programs, through 

a special semi-official agency, partly by price guarantees, mostly through technical asi.ita:ce, 

to such an extent that Colombia became a cotton exporter.19 On the other hand, wheat 

prices lagged behind other prices, production was more or less constant despite varietal 

improvements, and some wheat farmers apparently shifted to barley and dairy production 

in efforts to maintain or increase their income.' Both concessional and commercial 

imports of edible oils expanded, but prices advanced more rapidly than the general price 

level. Internal production expanded slowly, and without much technical and marketing 

assistance. 

http:exporter.19
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Consumption levels increased slightly for wheat, cotton, and edible oils. There is 

some evidence that consumption would have dropped without the program, since lower 

foreign e cchange earnings would have forced a curtailment of imports, and internal 

shortages might have appeared, particularly for wheat. The accumulation of local currency 

increased the number and volume of development projects related to agriculture, perhaps 

at the expense of greater internal inflationary pressures.' 

There also are indications of trade diversions in Colombia's farm imports. Colombia 

purchased commercially the agreed-upon volume of cotton, wheat, and edible oils. A 

comparison of 1950-1954 purchases with 1955-1960 purchases, however, shows a mixed 

pattern. 22 There were smaller purchases of wheat from Canada as United States-supplied 

Title I shipments came into Colombia. Cotton imports disappeared as local production 

expanded. Edible oil imports increased in both commercial and concessional categories. 

An appraisal of how Public Law 480 imports affected the external assistance for 

development must be conjectural, but it appears that concessional wheat imports forestalled 

a greater pressure on foreign exchange earnings, kept bread price increases within modest 

limits, and aided the Colombian Government in refraining from expansion of its 

comparatively high-cost wheat industry. 

Thus, the Public Law 480 program has had mixed effects upon individual farmers. 

National policy insulated some producers from adverse income effects, and left others 

exposed to lagging prices so that potential income gains through improved crop varieties 

were neutralized. Development both in agriculture and in industry probably was enhanced 

as Title I imports softened the effect of declining incomes from coffee exports. The 

http:pattern.22
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eventual value to the United States of local currency sales in Colombia probably is higher 

than in Israel and in many other recipient nations. More of the pesos are utilized for 

normal United States government expenditures; the remainder are scheduled for eventual 

repayment to the United States. However, the dollar value of Colombian pesos is 

depreciating more rapidly than the value of the Israeli pound. 

Pakistan 

During the 1950s, Pakistan changed from an exporter of grain products into a 

substantial importer, much of it on a concessional basis. Between 1955 and 1962, about 

$475 million of commodities were exported to Pakistan under Title I, in one of the three 

largest national programs. The Pakistan government, through deficit financing, had pushed 

the economy beyond its resource base. Food grain aid between 1955 and 1958 amounted 

to nearly 50 per cent of economic and technical aid to Pakistan from all sources. 23 

Impending inflation and food shortages were alleviated by concessional grain imports, 

primarily from the United States and Canada, and by commercial imports from Thailand 

(rice), Mainland China (rice through barter), Australia (wheat), and other countries. The 

amount of land devoted to wheat and rice has increased slightly while yields have been 

static. Prices for grains have been less than import co!,T in rupees, but have averaged about 

the same as the general price level. Food grains, of course, are a principal item of 

consumer expenditure, and the Government is interested in keeping such prices from 

advancing. 

It is difficult to judge what Pakistani agricultural policies would have been. in the 

absence of concessional sales programs. Moreover, Pakistan has received concessional grain 
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for several years from Canada, the U.S.S.R. and the United States, prior to Public Law 480, 

and might have obtained more in the absence of Public Law 480. Without food aid it is 

likely that major changes in Pakistani policies, perhaps including an earlier or more drastic 

change in government, would have been necessary to cope with the food problem. In short, 

Pakistan has imported and consumed substantial quantities of food grains, but with little 

evidence either of an accelerated development program or of an improvement in domestic 

agriculture as a direct consequence of Public Law 480 shipments. There are indications that 

levels of consumption were larger because of the program. 

lndia 

Wh-le Israel has the largest Public Law 480 program on a per capita basis, India has 

received the largest total volume, $1,363 million of farm commodities from 1954 through 

1962, or nearly 25 per cent of total Title I shipments. The effect of these shipments upon 

the Indian economy and economic development can be examined within the framework of 

the three Five-Year Development Plans. 

The First Plan in 1951 devoted major attention to investments and services- to 

stimulate an increase in agricultural output, recognizing that three-fourths of the people 

were dependent upon agriculture. Technical assistance and favorable weather enabled the 

major goals to be met, or nearly met. Food grain output increased 22 per cent instead of 

the anticipated 14 per cent. 

The Second Plan in 1956 gave less emphasis to agriculture and much more to heavy 

industry. In part, the authors of the plan believed that agricultural expansion was well under 

way; in part, they wished to put more emphasis on import-replacing industries, since exports 
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had been static during the First Plan. In any case, three events brought India a foreign 

exchange gap. Small crop years led to food imports, underestimated capital equipment 

requirements expanded industrial imports, and an unexpectedly large population growth 

increased the demand for imports. All three placed added burdens upon foreign exchange 

balances. Two Title I agreements, in 1956 and 1958, and a sharp curtailment in capital 

goods imports enabled India to pursue the Second Plan without a major disaster. 

The Third Plan, in 1961, attempted to take account of the increased rate of 

population growth. In formulating the Plan, India asked for and received a four-year Title 

I Agreement. This enabled the Third Plan to schedule continued investments in 

industrialization with a fair assurance of adequate food supplies. Even with this $1.2 billion 

agreement, the Third Plan placed more emphasis on agriculture than did the second. 

With this brief resume, let us turn to some appraisals of the i.dian program. We 

mentioned that an early FAO report" was optimistic about the uses of agricultural 

surpluses for development. S. R. Sen25 indicates that Public Law 480 shipments were 

meshed operationally into India's development program. Crawford26 introduces a critical 

note. While making a strong case for Public Law 480 shipments as a contribution to Indian 

development, he also points out that India's commercial purchases of food grains were 

substantially reduced. He suggests that India would have developed somewhat more rapidly 

had she been able to receive more dollars and less commodity aid. In fact, he suggests that 

the size of the 1960 four-year Public Law 480 Agreement required some transfer of Indian 

resources from industrial and agricultural development to marketing and storage facilities 

to handle the increased commodity aid. Finally, Khatkhate 27 indicates that the deflationary 
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monetary effect of Public Law 480 shipments was neutralized by increased government debt 

(and a larger development program) and suggested that the monetary impact of the 

subsequent spending of accumulated rupees could also be offset by debt management. 

These reports indicate that the 1956 and 1958 agreements provided needed 

consumption goods and partially aided in flilling the major goals of the Second Plan. The 

1960 Public Law 480 agreement was carefully integrated into the Third Plan and into 

monetary and fiscal policies. Per capita food consumption increased slightly as a result of 

commodity aid. A reduction in commercial imports enabled India to stretch its foreign 

exchange earnings. The fears of some analysts about the detrimental effects on Indian 

agriculture 28 notwithstanding, these reports do not indicate a serious problem. 

Nonetheless, it is still appropriate to ask whether the agricultural investment priorities of 

the Third Plan would have been even higher without Public Law 480. 

Food for Wages: The Tunisian Experience 

An unusual Title II program in Tunisia has become a pilot or model for using surplus 

food in a food-for-wages program. (Most Title II programs are natural disaster or famine 

relief operations.) In Tunisia certain labor-intensive, locally administered capital creating 

projects are carried on with previously unemployed or underemployed workers through wage 

payments in food and cash. Similar projects are in operation in about ten other countries. 

Moreover, some recent United Nations-sponsored programs are drawing on the experience. 

Let us examine the program more closely. 

A grant of United States wheat to Tunisia in 1958 was used "to carry out worthwhile 

work relief projects having economic value, mainly in the agricultural field."29 By April 30, 
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1958, a total of 184 projects averaging two months duration had been selected by the 

governors of the provinces and approved by the central government. The governors 

provided straw bosses for each twenty to twenty-five men and a foreman ",r project director 

for each 100 men. Since Tunisia is basically an agricultural country, with water shortages 

in the center and south, most of the projects were related to water conservation, removal 

of undesirable shrubs, tree planting, road repair, and firebreaks. 

The early program consisted of a daily wage of four kilos of American hard red 

winter wheat supplied under Title II of Public Law 480 and 100 milliemes in cash supplied 

by the Tunisian government. This wage amounted to about 71 cents per day, with about 

one-third paid in cash and the remainder in wheat. This payment was equal to the basic 

wage in rural areas. Since the Tunisian national dish, "couscous," was made best from 

durum wheat, which was ground into a coarse meal called semolina, the American hard 

winter wheat was unsuitable for direct use by the Tunisian peasant. Therefore, approval was 

secured to permit the exchange of American hard winter wheat on a local value basis for 

semolina which was made from local durum wheat. The ratio of semolina to cash was 

changed several times, and in January, 1960, the workers were paid a daily wage of 68 cents 

of which two-thirds was in cash. 

The program employed some 50,000-70,000 unemployed rural workers on a ten-to 

fifteen-day rotation basis, equivalent to about 25,000 workers full-time, until November 1959. 

Since then, workers have been employed on a full-time, forty-eight-hour week and their 

numbers had been increased to 120,000 by July 1, 1960, and to nearly 200,000 by November, 

1961. 
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The program was evaluated as extremely successful by the Tunisians. Some of the 

°features accounting for the success of the experience according to ICA3 administrators 

were local planning of projects, governors of good administrative ability, and the fact that 

local projects were tied into the Office of the Presidency through a work relief 

administrator. This suggests that the quality of local planning and administration are 

extremely important variables in a food-for-wages program. 

Other Provisions of Public Law 480 

Since 75 to 80 per cent of United States commodity aid has been sent abroad through 

Title I agreements, the above discussion has concentrated on Title I programs, with a single 

example of one type of Title II program in Tunisia. Other Title I, Title III, and Title IV 

programs are integ'al parts of Public Law 480. 

Most Title II and Title III donations are distributed outside usual international and 

domestic market channels to provide more nutritious meals than would otherwise be 

available. If the program has an economic development impact, it is in the greater human 

energy and output of participants. Both Leibenstein and a United Nations report recognize 

this possibility.31 

The only way in which Title III barter programs would stimulate development is 

through the additional purchase of minerals or other commodities which the United States 

would stockpile. The stimulus, if any, comes from the United States decision to purchase, 

and not from the sale or use of farm products. 

Title IV perhaps could be examined in a developmental framework. However, since 

the farm aid subsequently is repaid to the United States in dollars, the transaction comes 
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closer to being a sales program with a price discount, to the extent that interest charges are 

less than usual international rates. 

Thus, the major effect on economic development comes from Title I and one 

provision of the Title IIprograms. There are a number of complex and subtle issues which 

come out of these experiences. Let us review these in light of the country experiences. 

Development and International Policy Issues 

The effects of Public Law 480 prograrcs in five countries have been reviewed to show 

the importance of internal policies and individual country differences. Many factors can 

affect the results of the program in the recipient country. Public Law 480 supplies can 

advance the development program, can help maintain such a program in adverse 

circumstances, or can flow primarily into channels which enhance human welfare, such as 

increased per capita consumption. In short, Public Law 480, like other foreign aid programs, 

must be reviewed against the broad pattern of economic, political and social variables of the 

individual country. Either a sweeping attack on the program or a comprehensive defense 

will miss the mark. There are too many individual exceptions. 

In economic terms, commodity aid allows for the expansion of spending on either 

consumer or investment goods. Commodity aid may expand investments and development 

efforts through the employment of unused resources--mainly underemployed labor. 

Moreover, the sale of Public Law 480 commodities in local channels will absorb the 

purchasing power created through the expanded investment and development program. For 

example, consumers exchange local currency for the commodities, and as the local currency 

is withdrawn from the economy, excessive inflationary pressures can be avoided. If the local 
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currency is subsequently spent by the government, it may have an inflationary effect; it does 

not, as some would argue, make a second contribution to development. Such double 

counting implies that the bank accounts of local currency are an additional developmental 

resource; actually they only represent a possible future claim against the developing nation's 

resources. 

The issue of most concern to policy makers is the effect which commodity imports 

may have on domestic production in the recipient country. On this issue the evidence is 

mixed. Fisher 2 has recently pointed out that domestic programs can be developed at small 

cost to offset the unfavorable price effects of additional imports. Economic circumstances 

in Israel provided more favorable farm prices after Public Law 480 began to operate. In 

Colombia an aggressive cotton expansion program more than offset the price effects of 

Public Law 480 cotton imports, whereas the Colombian wheat producer was not protected. 

In Pakistan, food grain production did not expand. Prices paid to local producers usually 

were less than the cost of imported supplies, with the government paying a subsidy on 

imports to keep consumer prices from rising "too fast." In India, the major point evident in 

studies to date is that Public Law 480 mU have helped prevent an even stronger effort to 

expand Indian agriculture in the Third Five-Year Plan. Finally, it should be emphasized 

that price alone is an inadequate stimulus to agricultural production in an underdeveloped 

country. Other types of effort also are needed, such as credit, technical information, and 

market facilities. 

Turning from domestic agriculture to international trade, another issue comes into 

view. Does Public Law 480 depress world prices and therefore the foreign exchange 
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earnings of agricultural exporting nations? The recipient country often is an exporter of 

products other than those received under Public Law 480. They, along with other export 

countries, compete with the United States for commercial markets. One must be careful 

here to differentiate among the Title III barter provision of Public Law 480, the other 

sections of Public Law 480, and the export subsidy program. 3 All are part of an aggressive 

United States farm export program, but the price effects of export subsidies are more 

important than the other two programs. With the use of export subsidies, the United States 

ceased to hold a price umbrella over the world market, but instead began to play the role 

of price leadership. Markets are to a large extent interrelated. If a recipient nation finds 

ways to cut its normal commercial imports, other exporters are affected.? A reduction in 

their export earnings, whether caused by United States export subsidies, by aggressive barter 

programs, or by trade diversion under Title I programs, does affect the development 

potential of less developed farm product exporting nations. 

A related issue is the question of what prices underdeveloped countries would pay 

for surplus products were there free international markets and no concessional sales 

programs. It isargued that much lower international commodity prices would greatly reduce 

the foreign exchange costs of food imports, 3s but there is little reason to expect that 

internal political forces would permit such a deterioration in farm income and welfare of 

export nations. Concessional sales permit a large degree of price discrimination, which 

probably provides more food to developing nations and requires that importing developed 

nations pay higher prices than they would with less intervention in international trade. 
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Another unresolved question relates to an increase in food production in a world of 

rapid population growth. Is it less costly for developed nations to produce food surpluses 

and sell it on concessional terms, than for the less developed countries to reorganize their 

resources to expand farm production? If the food is to be produced in the less developed 

world, then costly prograns to idle and transfer agricultural resources to other uses are 

required in the developed countries. Past experience indicates that developed countries do 

not easily curtail farm production, and that less developed countries do no easily expand 

agricultural production. 

Next let us return to the local currency issue. This currency is sometimes viewed as 

nearly equivalent to additional dollar aid and sometimes viewed as a potential threat of 

inflation--a United States-held mortgage on the money supply. It may be "Foreign Money 

We Can't Spend" in the words of Mason,36 but it may also be a useful source of financing, 

when there are internal institutional rigidities. Some of the local currency is used for 

regular United States government expenses, but this has little or no development impact. 

In some countries the local currency can serve no useful purpose, because the host country 

follows sound and sophisticated monetary and fiscal policies, creating money and credit as 

needed for expanded development programs. In such cases, local currency iaan 

embarrassment to the United States government and serves no purpose. In between are 

cases where the local currency can expand the use of underemployed resources, shift the 

developmental priorities in a favorable (or unfavorable) direction, provide increasedor 

financing for social reform or overhead capital formation, when the local government may 

be unable to act. In other words, there may be a way in which local currency can encourage 
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development, usually through supporting programs for which the local government is 

unwilling or unable to act. A clarification of the circumstances under which this may be true 

is warranted. If these funds are to be useful they must be viewed realistically as claims on 

the recipient country's resources. They are expendable funds and should not be budgeted 

and controlled as if they were dollars. 

Finally, the use of food-for-wages programs can be a useful way to cut through 

institutional rigidities which prevent more normal programs from utilizing unemployed labor 

resources. The same effects as attained in the Tunisia experience could be obtained by 

employing these laborers, paying a cash wage, and expanding the volume of food available 

through private market channels. But this may not always be possible. Government fiscal 

authorities may resist additional spending for such projects, or the private trade channels 

may be incapable of substantial, rapid expansion. In such cases it may be far easier to 

establish a food-for-wages program, despite its cumbersomeness. In actual fact, this criterion 

is not dominant. Some of these programs are found in the more traditional, less monetized 

economies, but there are also programs in Brazil, Hong Kong, and Taiwan, economies which 

certainly are in a position to proceed by revisions of their overall economic plans. 

In conclusion, let us briefly review the implications of Public Law 480 for United 

States farm policy. 

United States Agricultural Policy and Public Law 480 

The Public Law 480 program has persisted and grown, despite its origin as a 

temporary surplus disposal program in 1954. The economic events which supported this 

growth through increasing agricultural productivity are likely to be repeated in the 1960s in 
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other developed nations, such as the European Common Market nations and possibly Japan. 

Advances in agricultural technology, increases in efficiency at stable prices, farm 

consolidations, specialization, better management, and more capital all lead to increases in 

agricultural production; yet in these developed countries, income and price elasticities are 

low. Low demand elasticities combined with low downward supply elasticities result in 

lower farm prices and incomes. Political responses to agricultural pressures tend to provide 

prices high enough to continue this process. Government intervention to support 

agricultural prices piles up "surpluses," which gradually become sufficiently large to threaten 

internal policy. 

In these circumstances, Public Law 480 became a "second best" solution. The concept 

is likely to be applied by other developed nations. Since Public Law 480 exports involve 

little additional expenditure of government funds, promise to reduce storage costs and 

losses, and contribute to humanitarian values, it is not surprising that they are politically 

appealing. Over time they tend to reduce the pressures for a change in farm policy, despite 

a widespread recognition that the agricultural sector is producing more goods than are 

needed. Fundamental restructuring of policies is difficult, and the proper solutions for 

United States agriculture are all the more complex because of the time required, the 

geographical variables, the large number of underemployed farmers, the political and social 

implications of large-scale rural to urban migration, and the slow rate of United States 

economic development.3 7 

The growth of Public Law 480 shipments also has meant that little progress is made 

in pushing towards the policies which will better use the skills and capacities of those whose 
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lives will continue to be dedicated to agriculture, but who contribute more fully if used in 

other, nonfarm occupations. Public Law 480 thus represents a weakness of the American 

economy, not just a weakness of American agriculture. 

In evaluating Public Law 480 one also must ask whether Public Law 480 

authorizations compete with or are supplementary to foreign aid authorization. This issue 

cannot be resolved precisely, since it involves political judgments and political decisions. 

In the short run, Public Law 480 is supplementary. The dollars represented already have 

been spent on commodity purchases and stockpiling. Their shipment overseas is not a 

further drain on public funds; in fact, they may reduce storage expenditures. For the longer 

run, the problem is more difficult. If there were a gradual reduction in United States 

federal expenditures on agricultural programs from the present annual $6 to $7 billion to 

$2 or $3 billion, would some of these "not spent" federal dollars be available for foreign aid, 

for tax reduction, for domestic slum clearance, for internal development programs, or for 

a host of other items? The question is easy to pose, but difficult to answer. 

Meanwhile, part of the excess capacity of American agriculture contributes to greater 

supplies of farm products abroad. They can and do contribute to development, but there 

are many limitations in their use. Better use of these food resources abroad demands 

clearer understanding of the development process, necessitates improved administration of 

programs by both the United States and recipient countries, and requires that coramodity 

aid be skiilfully integrated into a carefully constructed and effectively managed development 

program. Programs such as Public Law 480 still are convenient for the presently advanced 

nations. Continued technological advance in the developed countries indicates that these 
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countries may be able to expand food output and ship food at less resource cost than the 

less developed countries would require in providing their own sustenance. Unless there are 

significant agricultural advances in less developed nations in the near future, the rapidly 

expanding populations and lagging agriculture will require the extension of Public Law 480 

and the introduction of similar programs by other nations and international agencies. 
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1. INTRODUCTION 

Labor-intensive rural public works have been accorded an important role in the 

development process since the formative period of modem development theories and 

policies because they offer the opportunity to pursue simultaneously the objectives of 

employment creation and capital formation. A potentially important role for food aid in 

supporting public works was also identified early on. Since the 1960s and early 1970s a 

range of types of program has evolved, from relief works in emergency situations, through 

seasonal programs aimed at supplementing wage employment, to those wllch emphasize 

mainly the long-term creation of assets. 

The main areas of the debate that emerge from this survey of the recent literature 

on public works are: How to ensure effective participation by those most in need; how to 

generate projects that combine employment potential for the unskilled in the right place at 

the right season with a socially useful end product; how to respond to the "leakage" of 

resources before they reach the intended beneficiaries; how to ensure that projects produce 

assets of an adequate standard and at a reasonable cost, the benefits of which are 

distributed to those most in need. A secondary and more recent concern had been whether 

there is a positive nutritional impact from wages in kind paid to participants in food-for

work projects. 
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When food aid commodities are used different problems arise. Is the idea of 

payment in kind acceptable to participants? What are the disincentive risks to local 

agriculture? How cost effective is it to transport and handle bulky supplies of a possibly 

unfamiliar staple? Analysts seeking answers to these questions are reevaluating the role of 

food aid and examining new ways to use the commodities, both in conjunction with financial 

and as a source of finance in themselves. 

2. HISTORICAL BACKGROUND 

Early writers on development theory, grappling with the need to generate 

employment and economic development in newly emerging economies placed great hopes 

in rural public works (Dandekar and Rath, 1970; Lewis, 1972; Nurske, 1953; Singer and 

Maxwell, 1983; United Nations, 1975). Many also believed that food aid commodities 

(generated from agricultural surpluses in the United States) could be used to support rural 

works programs (Beringer, 1964; Chakravarty and Rosenstein-Roden, 1965; Dandekar, 1965; 

FAO, 1955; Srivastava et al., 1975; WFP, 1971). It was postulated that extra employment 

would expand the level of demand for wage goods within the developing economy and food 

was likely to be a high proportion of that additional demand amongst poor and largely rural 

households. Public works could be funded by a redistribution of income through additional 

taxation. But where politically practical opportunities for higher taxation were restricted, 

aid, and particularly food aid, could provide additional resources to dampen the initial 

inflationary pressure of a public works program. So much for the theory. 

If this review had been undertaken perhaps a decade ago, the current economic 

analysis that accords both high priority to public works and a significant role to food aid, 
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would have seemed out of proportion to the practical experience of the preceding two 

decades in developing countries. In the 1970s, surveys of experience with public works 

identified problems and disappointments with, and limitations to, this form of intervention 

either as a generator of large-scale rural employment, or as a significant contributor to the 

creation of productive assets or economic and social infrastructure (Burki et al., 1976; Costa, 

1973; Maxwell, 1978; Terhal, 1975; Thomas et al., 1976). Similarly, with a small number of 

important exceptions such as the Rural Works Programme in East Pakistan (subsequently 

Bangladesh) (Sobhan, 1968; Thomas, 1971) and in Tunisia (Grissa, 1973; Stevens, 1979), 

food aid had not yet played a major role in sustaining such programs. 

Subsequently, labor-intensive public works have come to figure more prominently in 

the rural development plans and strategies of Third World countries as a major instrument 

for alleviating mass unemployment, underemployment and poverty. An important case is 

the Employment Guarantee Schemes (EGS) and food-for-work programs in India which 

emerged in the late 1970s as a massive National Rural Employment Programme, sustained 

by domestic resources (Basu, 1981; Dandekar and Sathe, 1980; D'Silva, 1983; Guha, 1981; 

Harriss, 1983; Herring and Edwards, 1983). Public works, typically as food-for-work with 

part or whole payment in kind to project workers, have become the most important use of 

project food aid (Dawson, 1981; WFP, 1986). 

These developments have sparked off renewed controversy about the role of public 

works programs in combating rural poverty in the short and longer run, and about the role 

of food aid in facilitating and sustaining them. It is important therefore, in reassessing the 

state of the debate, to distinguish, first, the issues which concern public works more 
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generally, second, those which relate to food-for-work (historically the form of rural works 

project most likely to be supported by food aid), and third, the potential and actual roles 

of food aid in supporting public works (Jackson, 1982; Maxwell and Singer, 1979). It is 

helpful to begin with a clarification of the different objectives and characteristic forms of 

works, including those supported by food aid. 

3. TYPOLOGY OF LABOR-INTENSIVE PUBLIC WORKS 

An influential assessment by Thomas et al. (1976), Burki et al. (1976), and others of 

experience with labor-intensive works in developing countries from approximately 1955 to 

1974, gave a widely accepted classification of programs in terms of how they combine the 

twin objectives of generating employment (and incomes) and building up the economic and 

social capital of communities and societies. First, programs differ in terms of the 

employment and income, or "makework," objective in the "construction phase:" 

(1) 	 Relief works in emergencies are primarily intended, by offering temporary 

wage employment, io supplement or substitute for sources of income reduced 

or lost 	through natural or civil calamity. 

(2) 	 Long-term employment programs are designed to provide livelihoods for the 

unemployed (urban unemployed, rehabilitation of refugees, structural rural 

unemployment, i.e. those without significant opportunity for an alternative 

livelihood). 

(3) 	 Income augmenting p',o often seasonal, are to supplement the below

subsistence incomes of those in wage employment, small farmers as well as 

landless households. 
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(4) 	 Low cost infrastructure prop-rams put the main emphasis on assets constructed 

rather than on the incomes of the employed. 

Labor-intensive methods of major public investment, e.g. flood control and irrigation, 

are widespread in the densely settled rural societies of East and South Asia. There is, 

therefore, a continuum of projects, from relief make-work to capital investment, in which 

the major benefits in terms of employment and income generation for low income groups 

are likely to occur in the post-construction "operational phase." Writers on public 

investment, particularly on the linked question of the role for aid, have emphasized the 

importance of shadow pricing in assessing the provision of resources to meet "local costs," 

particularly wages, and in influencing capital project design and selection under category 4 

(e.g. Little and Mirrlees, 1974). But the public works literature more narrowly defined is 

chiefly concerned with projects in categories 1, 2 and 3, and is primarily focused on 

employment creation and income generation in the construction phase. 

Many writers categorize public works programs functionally in terms of the type of 

asset created (e.g. Burki et al., 1976; Costa, 1978; D'Silva, 1983; Maxwell, 1978). Directly 

productive assets include irrigation, drainage, land reclamation, reforestation and possibly 

soil conversion measures. Such a range of investments will have widely differing time 

horizons for productive impact. Economic infrastructure, which includes roads, bridges, 

culverts, and market development, promotes economic activity. Social infrastructure, such 

as the creation of schools, clinics, community buildings, and domestic water suppiy, 

contributes in different ways to the provision of basic needs or human capital formation. 

However, food aid agencies such as the World Food Programme categorize their activities 
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by sectors; land development and improvement, forestry, fisheries, infrastructure, and 

community development. The type of assets may vary between programs and within 

programs over time, e.g. the proportion of directly productive assets as compared with road 

construction. 

4. RELIEF WORKS 

There is considerable controversy in the literature about the contribution of some 

long-term, infrastructure- and asset-creating projects to the welfare of target groups. But 

there is general agreement that relief works, as a response to calamity or recurrent food 

insecurity (e.g. through drought), are a special category, because immediate provision of 

incomes and/or food are of overwhelming importance (e.g. Australian Auditor General, 

1981). Questions of the different modalities o' operation of, and the use of food aid in, 

relief works are therefore considered separately. 

Public works have a long history as a food security measure in times of distress and 

famine (Bhatia, 1967; Woodham-Smith, 1962). Through them, the means of survival are 

provided to the destitute, and temporarily vulnerable farming or animal husbandry 

households may spared need to sellbe the their assets to provide for short-term 

consumption. Where there is open access to relief make-work, participation in activities that 

are socially relatively unattractive except to the poorest and to victims of disaster is itself 

a criterion for eligibility for entitlement. Where, as in India, emergency relief was strongly 

institutioualized, originally through Famine Code practice, these make-work activities have 

also been productively linked with some success to asset formation. The link is provided 

by grafting relief operations onto a continuing, decentralized, rural public works program 
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which has a portfolio of economic and social infrastructural investment and maintenance 

(Bengal Government, 1941). The existence of a strong framework of local government is 

perhaps a necessary condition for such an effective linking of relief with public works. 

(a) The role of food in relief measures 

Even though a characteristic element in the institutional response to emergency has 

been to organize special deliveries of food to ensure adequate local supplies, and to make 

payments in kind during relief works, there is no necessary link between relief works and 

special food supply operations. The recent reexamination by Sen (1981) of the historical 

record for several major famines, including the crises oI 1973/74 in Bangladesh and 1972/74 

in Ethiopia, has called in question the necessity for the traditional emphasis on food 

availability and supply measures.' 

Sen's counter-emphasis on the inability of affected households to sustain their food 

entitlements, i.e. to finance food purchases out of income, underlines the importance of 

rural works in rep ;cing temporarily lost livelihoods. Long established institutional practice 

for preventing and containing the effects of natural disaster, such as the Bengal Famine 

Code, have always given highest priority to additional measures, such as specia rural credit 

programs and tax relief, to sustain the as.-ets and livelihoods of farmers and those they are 

likely to employ through periods of crisis. Such measures can avoid or limit the 

disintegration of normal patterns of production and employment, and the assets on which 

these depend: livestock, equipment, seed nd land. Unfortunately, international relief 

agencies may be able to respond only with food, other commodities, and personnel, to a 

"declared" emergency. Where governments rely on such responses, rather than developing 

IL
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effective "preventive" systems of food security and disaster preparedness, short-term relief 

can have damaging long-term implications. For example, a major consequence of the 

Sahelian drought of the early 1970s was the large-scale transfer of livestock out of the 

possession of herding nomads (Swift, 1984). 

The special relief measures in Maharashtra in 1974 (United Nations, 1975), 

internationally supported food-for-work programs in Ethiopia, but before the 1984 famine 

(Holt, 1983), and the increased scale of food-for-work operations in Bangladesh during 

1979/80 and 1984 are cited as recent examples of public works providing an effective 

response to an emergency (Clay, 1985). In each case an enhanced level of public works was 

determined in response to a rapidly developing crisis, in preference to the provision of food 

entitlements only through direct feeding or a rural rationing mechanism. These experiences 

also confirm the findings of earlier studies that such emergency measures typically lead to 

the institutionalization of public works on an enhanced scale.2 

There is as yet too little documentation to permit even a provisional reassessment 

of the role of rural works during the African food crisis of 1983-85. However, one or two 

illustrative experiences raise serious questions for further research. In 1984 the failure to 

sustain the level of food as wage goods provided through the vast Ethiopian program made 

it impossible to maintain the level of operations as a stabilizing counter crisis measure (Gill, 

1986). UNICEF, influenced by Sen's entitlement approach, embarked or small scale "cash

for-work" operations (Kumar, 1985). To what extent could this approach have provided a 

viable alternat ' on a wider scale to food-fo'-work and/or relief operations? Third, during 

the less severe food crisis of 1983-84 in Lesotho, there was opposition to temporarily 
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expanding the long established food-for-work programs as a relief mechanism because this 

threatened to undermine the developmental orientation of the program (Bryson, i986). 

Another aspect of recent African experience illustrated in the Turkana District, 

Northern Kenya and the Karamoja region, Northern Uganda following the drought of 

1979/1980 is that straightforward relief operations in which food is freely distributed are 

likely to be transformed into food-for-work activities in a so-called "rehabilitation" phase. 

An efficient distribution system is in place. Resources are available. There is a powerful 

institutional logic favoring continued intervention. But such cases show that it is difficult 

under pressure of time to identify and design appropriate labor-intensive activities, especially 

for pastoral communities (Boogard et al., 1985; Fitzpatrick, 1986). These relief and 

rehabilitation case histories reveal the severe tension between immediate employment 

creation and income-generation objectives, and the longer-term concerns to create socially 

valuable assets and to avoid beneficiary dependency which isat the heart of the wider public 

works debate. 

5. PUBLIC WORKS: THE RECURRENT ISSUES 

It is often difficult to single out from the evaluation literature on public works in 

general, the features of the sub-debate on food-aid supported programs. Therefore any 

review of the role of the latter must examine the wider record. This focuses on the 

following issues: 

(1) 	 The scale and distribution of the short-term employment and income 

generation benefits. 



10 

(2) The scale and distribution of the longer-term impact in terms of employment 

and incomes. 

(3) The relative technical inefficiency and economic cost-ineffectiveness of assets 

created by public works. 

(4) Wider political and economic significance of public works. 

The most important short-term benefits derive during the construction phase as the 

employment-generated income for participants in schemes. The literature indicates a wide 

range of findings in terms of the scale of impact, the actual participants and beneficiaries, 

and the relative significance of public works in providing additional livelihoods or 

supplementary incomes for households (Burki et al., 1976; Maxwell, 1978a) 

(a) The pattern of participation 

There have been two findings from recent evaluations of the Indian and Bangladesh 

programs, both of them very large in terms of coverage and resources in relation to the total 

rural population. One is that public works can have a significant impact on employment and 

incomes during their construction phase. The EGS, financed by local resources, generated 

between 300,000 and 400,000 person years of employment in rural Maharashtra, providing 

10% of employment among poorer sections of rural society (Dandekar and Sathe, 1980). 

But the second is that, although participants worked an average of 160 days per year, this 

still left 90% of households below widely accepted poverty lines for rural India. Unless 

wage rates were pushed will above those in other activities employment on public works 

would have to rise to around 300 days a year to raise households above the poverty Line. 

Recent findings for the food aid supported Bangladesh food-for-work program are broadly 

.A' ) 
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similar on aggregate impact, in line with evaluation results from many earlier studies 

(Brundin, 1978; INFS, 1978; Thomas, 1971; WFP/CFA 17/16). 

The EGS and Bangladesh programs have had a highly differentiated impact in terms 

of the different types of poor households which participate. One concern expressed in the 

literature about public works is that the weaker and disabled are disadvantaged in terms of 

income and food entitlement programs which are based on participation in work (Rogers, 

1973; Wijga, 1983). On the other hand the relatively less attractive nature of the manual 

tasks involved and low work norms in public works very widely appear to draw in those who 

are disadvantaged in seeking other employment, for reasons of lack of skill or physical 

strength, or by class, caste and gender discrimination. An example is the higher than 

anticipated scale of female involvement in EGS and food-for-work in Bangladesh (Chen and 

Ghazaavi, 1977; Dandekar and Sathe, 1980; Marum and Hasna, 1982). Earlier studies 

indicate a wide range of findings on participation by different groups (Maxwell, 1978; Wijga, 

1983). Closer scrutiny of primary sources suggests that different outcomes reflect specific 

circumstances. For example, where the balance of objectives lies towards asset creation and 

contractors are involved in recruitment, the most able-bodied are likely to be better 

represented in the workforce (Rogers, 1973). Wage rates and condtins of work, e.g. daily 

or piece rates, are likely to have a different impact (Burki et al., 1976). Dandekar and 

Sathe illustrate this point in relation to the high level of participation by women in the 

EGS.3 

(b) The problems of project creation: The right time 
and the right tW 
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The different types of work also offer differential opportunities for the employment 

of unskilled labor. Again, findings for EGS indicate that 71% of payments went to unskilled 

labor for afforestation and soil conservation. Water development projects, including 

dugwells, reexcavated tanks and irrigation channels, generated up to 80% of all payments 

to unskilled labor. The share of unskilled labor payments was lowest on road construction, 

only 55%, with non-labor costs, acquisition of land, and materials represeuting significant 

proportions of project expenditure (Costa, 1978; D'Silva, 1983). There is broad agreement 

in the literature on the superiority of directly productive works over roads and other 

infrastructure in generating construction phase employment (Burki et al., 1976; Maxwell, 

1978). Unfortunately, there is also widespread empirical evidence indicating a characteristic 

tendency for the proportion of road construction in public works programs to rise over time 

(Burki et al., 1976, D'Silva, 1983). The intensive scrutiny of the EGS indicates an 

underlying problem behind this empirical "law." In any region there is real difficulty in 

maintaining a pipeline of fresh projects. Road construction, especially where there is less 

regard for high standards of design that will ensure durability, is less difficult to plan and 

manage. 

Assessments of larger programs, such as the EGS, show another characteristic 

C.endency and limitation of the public works record. Although poverty and food insecurity 

are commonly highly regional in incidence, programs benefit the relatively advantaged, or 

less disadvantaged, regions (Harriss, 1983; Herring and Edwards, 1983). Such spatial 

inequality is a phenomenon common to most public interventions, even in the face of 

positive discrimination, because of a-l the economic, tectnical and political factors which 
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work to the disadvantage of relatively backward areas (Myrdal, 1957). For example, in the
 

case 
of public works, there may be a tradeoff between more employment creation in the 

construction phase in backward areas, and the higher longer term, operational-phase 

benefits from these productive works and infrastructural investment that would be obtained 

in a more favored location. 

Public works are widely recognized as a way of supplementing incomes from other 

agricultural and rural resources and are judged to be relatively successful when they achieve 

this. But the record appears to be uneven. Agricultural employment and the incomes of 

small farmers as well as the landless are highly seasonal (Chambers et al., 1981). For 

example, in Bangladesh rural works have traditionally been organized in the dry season in 

which employment opportunities were relatively limited (Thomas, 1971; WFP/CFA 17/16). 

However, the period of peak vulnerability for low income households throughout Bengal was 

long ago identified as the pre-harvest period towards the end of the rainy season, when 

physical conditions severely hamper widespread public works (Bengal Government, 1913, 

1941; Clay, 1981b). At the other extreme, there are also reported instances of periods of 

intensive pLolic works activity clashing with peak season labor requirements in agriculture 

(e.g. Harriss, 1983). And where there is persistent structural unemployment, additional 

demand within the labor market may have significant positive effects on real wages and 

incomes, without disincentives to agricultural prodi:ction through loss of labor. 

The implication of such mixed experience is that organizing income and food 

entitlements for poor people around public works will be constrained by the specifics of 

local efivironment. In some circumstances, the scope for supplementary employment when 

-,( 
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it is most needed may be sharply constrained by physical technical factors. The persistent 

drift towards road construction also underlines the limitation of rural works in providing an 

indefinite source of supplementary employment and the probability of the rising marginal 

cost of employment (D'Silva, 1983). 

(c) The question of "leakage" 

A subject of much public controversy, particularly for aid supported programs, is the 

so-called "leakage problem:" resources which are not reaching planned end use in 

supporting public works (e.g. Henshaw, 1980; Lean, 1979; Newman, 1981). First these 

leakages should be clearly distinguished from the issue of whether those successfully targeted 

are the intended beneficiaries. Second, such problems are also inherently difficult to assess 

as between different types of public works, and in making comparison with other forms of 

state intervention. Foodstuffs, especially when clearly exotic or distinctively packaged, are 

highly visible when the surface in the "wrong" hands. On the other hand, the resale of food

for-work commodities by intended beneficiaries also accounts for some commodities coming 

onto local markets. However, the attention given in recent years to this difficult to quantify 

problem at least indicates a number of plausible hypotheses. 

The first relates to the size of program. The problems of management for larger 

prograns are likely to make misappropriation or leakage greater than for small and closely 

supervised schemes, such as those operated by some NGOs.4 However, size alone may not 

be a conclusive factor because it isprecisely the small, decentralized schemes within a large 

program that are hard to monitor (Thomas, 1971; WFP/CFA 17/16). 

;'I 
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The second relates to the degree of local participation. In some places (for example 

Ethiopia and Nicaragua) where there is a better record of resources reaching the intended 

beneficiaries and end uses, there are robust local institutions through which beneficiaries can 

take part in the planning and management of projects (Holt, 1983; Homer, 1982). On the 

other hand, intended beneficiaries have been exceptionally disadvantaged in asserting their 

entitlements in other cases, for example in Bangladesh where high levels of leakage have 

been reported at local level (BRAC, 1979). Thus decentralization per se does not provide 

an answer to problems of more effective management if councils or special management 

bodies do not represent the interests of the envisaged beneficiaries (Smucker et al., 1979). 

A third area of conflict concerns the extent of "acceptable" leakage. Estimates which 

are emerging for larger programs indicate leakage of around one-third of resources up to 

site level from a whole range of malpractices (Brundin, 1978; Herring and Edwards, 1983; 

WFP/CFA 17/16). Perhaps higher levels of leakage would undermine the operational and 

local political credibility of programs. At the same time such practice, political scientists 

suggest, is an inescapable, unsurprising, aspect of public policy practice, the bureaucratized 

allocation of resources in many developing (and developed?) economies.' 

However a problem may arise where the public policy attitude to leakage differs 

between developed industrialized (donor) and developing (recipient) countries. Even where 

programs are judged to be relatively successful in their direct employment and income 

generating effects compared with other interventions, there are obvious problems in 

demonstrating cost-effectiveness, and of public accountability, for international and bilateral 

donor organizations. Development assistance agencies and NGOs are operating under 
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formal accounting requirements of the donor countries which cannot accommodate visible 

evidence of improper practice (European Community Court of Auditors, 1980). 

"Development lobby" literature, and legislative proceedings in developed countries, indicate 

that the highest standards are expected in the use of donated public and private resources 

targeted onto the poorest and hungry in Third World countries (George, 1976; Jackson, 

1982; Lappe et al., 1977, 1979, 1980). 

(dj The assets: Difficulty in spreading the benefits 

Much of the criticism of public works has been directed at their alleged "regressive 

impact" on rural income distribution in the longer run and on maintaining existing 

inegalitarian social structures. The primary target for criticism is the unfavorable 

distribution of benefits from capital assets created through public works (Guha, 1981; 

Maxwell, 1978; Terhal, 1975). Most public works enhance the productivity and value of 

existing assets, particularly land. Inevitably, the distribution of longer term benefits reflects 

the distribution of rights in and control over assets within society (Burki et al., 1976; Thomas 

et al., 1976). There is also evidence to suggest that, as with other public investment, the 

economically and politically powerful find ways of acquiring a disproportionate share of 

public works investments in increased land productivity, such as irrigation. A lack of 

measures to recoup some part of the windfall benefit that accrues particularly to richer 

landholders probably intensifies these consequences. but the widespread absence of 

effective taxes on improved la '.'alues in Third World countries makes recoupment of 

investment costs particularly difficult. This difficulty is illustrated by the Maharashtra EGS 

model, cited as one of the more successful programs based on additional redistributive 
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taxation measures. However, these taxes are levied largely on urban middle income 

employees and on property. The cess on irrigated land and the surcharges on land revenue 

payable by rural land owning beneficiaries were expected to raise over 20% of the additional 

revenue for the scheme, but these rural measures failed to realize more than 3%of the new 

taxes (Herring and Edwards, 1983). 

(e) The assets: Technical efficiency 

The developmental role of public works also depends on tL. technical efficiency and 

cost-effectiveii.ss of the assets which are created. The summary by Burki et al. (1976) on 

these issues remains valid. The assets created by public works will be productive where 

they: 

(a) use technology most appropriate for the environment; 

(b) conform to acceptable minimum engineering standards; 

(c) do not present serious costly maintenance problems; 

(d) are consistent with economic priorities; 

(e) are constructed with not inefficient levels of labor productivity for the 

environment; 

(f) are effectively utilized and maintained. 

The literature is replete with examples of projects executed with ittle regard for technical 

standards. Poor design, in turn, implies high maintenance costs and less productive assets. 

Much attention is given by writers to concentrating public works on assets that are likely to 

enhance significantly and directly the productivity of agriculture, or otherwise to contribute 

to economic and social development within the target locality. None of these problems is 

http:cost-effectiveii.ss
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unique to public works, but the considered opinion of many writers reviewing case 

experience is that public works, with the twin objectives of employment and asset creation, 

involve a significant tradeoff in terms of the quality of the investment (Burki et al., 1976; 

Maxwell, 1978; Stevens, 1979). 

Three factors are widely cited as contributing to the poor record of public 

works on the quality of the assets created and the efficiency with which the work is done 

(e.g. Abt Associates, 1984, Bryson, 1981; Bryson et al., 1984; WFP/CFA 17/16). First, there 

is the problem of complementary inpu s, including design, management resources, 

equipment and materials.. Such problems are so recurrent and characteristic of public works 

that critics have suggested that they are inherent, rather than specific and remediable 

shortcomings of the individual project. This is a view which requires closer scrutiny in 

relation to externally aided programs. 

Second, there Lre the problems of maintenance and recurrent costs, which again are 

not unique to public works (Howell, 1985). But where construction is organized on an 

emergency basis or primarily to create employment, adequate administration and the 

resources necessary t:o maintain a stream of productive benefits from original investment 

may be lacking. Against this, more effective maintenance may indicate a conflict of longer 

term productive and distributional goals. It is plausible that maintenance will be undertaken 

where influential economic and political interests benefit disproportionately from the siting 

of dugwells, irrigation channels and even roads. Growing recognition of the maintenance 

problem is evidenced by donor agencies including provision for maintenance within support 

for public works programs. However, the typically limited, rather than open-ended, nature 
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of donor resource commitments implies that local capacity and provision of resources for 

maintenance are a necessary component of an effective works program.' 

Third, there is the problem of low labor productivity and poor work. In part, many 

writers suggest that this is again a result of the conflict between employment creation and 

investment objectives. Time wasting on employment schemes is as Thomas et al. (1976) 

note "legendary," and for workers and management, where continuation of employment and 

resources to ongoing projects have high priority, there is little incentive to complete them. 

The findings of the evaluation of food-for-work in Bangladesh (WFP/CFA 17/6) are 

characteristic in reporting a large proportion of incomplete projects and time overruns. 

Improved management, and the modification of wage structures to increase incentives 

for high productivity, can improve performance. However, the widespread reporting of low 

motivation and poor quality have been attributed to a lack of commitment amongst the 

labor force when they do not see themselves as the true beneficiaries of the project. The 

Bangladesh study concludes that the quality of work performed closely reflects this. The 

importance of motivation is underlined by contrasting reports of poor work and behavior 

in Ethiopia on reafforestation projects in the early 1970s before land reform, and the high 

standards of construction in soil conservation and rehabilitation projects a decade later.' 

Elsewhere, for example in Bangladesh and India, small project, which seek to provide the 

landless with productive assets and to increase the productivity of those owned by small 

farmers point to the weakness of larger food-for-work programs as a way of bringing direct 

short-run welfare benefits to poor people (Wood, 1983; forthcoming). This is in part 

because public works provided a Qro.. . for the politically and economically powerful 
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groups within rural society through the assets created. More and larger schemes continue 

to be mounted as a politically viable response to crises and to chronic poverty and 

underemployment (Guha, 1981; Herring and Edwards, 1983). Food aid resources have been 

widely attracted to initiate and support these programs, but for better or worse? 

6. FOOD AID AND FOOD-FOR-WORK 

Food aid is now used to support public works programs in three different ways. First, 

commodities are provided for use as payment in kind to workers on public works and also 

NGO-organized labor-intensive works. Second, food is supplied to a public distribution 

system in a recipient country, and food, but not necessarily the same commodities, is drawn 

from pubiic stocks to provide payments in kind on food-for-work projects. Third, local 

currency proceeds from food aid sales can be used to finance part or the whole of the local 

costs of public works, including wages, not necessarily paid in kind. What distinguishes food 

aid from other assistance to support rural works is that commodities are always imported 

under the program agreement. 

Historically, the first form of support has predominated, so that food aid has become 

almost synonymous in much writing with food-for-work (Jackson, 1982; Wijga, 1983). In 

fact, the largest national food-for-work program, that in India comprising the National Rural 

Employment Programme, state level Employment Guarantee Schemes and Food-For-Work 

Programmes, has been financed from domestic resources. In 1978/79 these programs 

disbursed some 2.5 million tons of grain which is in excess of the global total of project food 

aid (Harriss, 1983).8 
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The historical pattern of food aid support for public works raises a number of issues 

in addition to those concerning public works more generally. Project food aid has 

traditionally been provided on the presumption of "additionality" (i.e. that it does not replace 

con'mercial imports) in accordance with the FAO's principles of Surplus Disposal. 9 

Practically, food aid support for public works has rarely created a level of imports which was 

more than marginal in relation to the national food system of recipient countries. Recent 

exceptions include the food-for-work programs in Bangladesh and Ethiopia, which have been 

considered in terms of their wider food system implications (Clay, 1985; WFP/CFA 15/8; 

WFP/CFA 17/16). Historically the additionality requirement has been satisfied by 

commodities being supplied for free distribution, or as wage goods to final beneficiaries. 

This condition has effectively channeled food aid resources into food-for-work, whilst 

discouraging the use of local currency proceeds from the sale of food aid commodities to 

finance cash payments to project labor or complementary inputs to food-for-work projects. 

In narrowing the analysis onto food-for-work the following specific issues arise: 

(i) advantages of a food element in wages; 

(ii) the rsks of disincentive to local agriculture; 

(iii) handling problems with bulky food commodities; 

(iv) the acceptability to workers of food aid commodities; 

(v) non-food wage components. 

(a) The advantages and problems of a food wage 

There has been extensive debate on the advantages and disadvantages of a food 

element in wages. On the one hand, in circumstances of scarcity, payments in kind have the 
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obvious advantages of assuring food to the households of beneficiaries, whilst simultaneously 

augmenting local food supplies. The food-for-work projects in Ethiopia appear to be a 

recent example of such an effective use of food wages (Holt, 1983). A second advantage 

attributed to payments in kind is that they are less likely than cash to be diverted or 

delayed: not only is food visible, but the necessity to organize supplies may contribute to 

the more effective operation of projects. On the other hand, the record provides little 

evidence to support or refute this view. For example, Ramachandran and Balaji (1980) 

found that in Tamilnadu food wages for work had not been paid because of delayed 

supplies. The evaluation in Bangladesh by the Bangladesh Institute of Development Studies 

and IFPRI (WFP/CFA 17/16) also reports delays. Doubtless in emergencies relief agencies 

may be more effective if they themselves organize the supply and distribution of 

commodities, especially where local food supplies may be disrupted (Gill, 1986). 

Nevertheless, Dandekar and Sathe (1980) found that the food element "was the greatest 

attraction" of the employment guarantee scheme in Maharashtra. Guha (1981), quoting the 

Government of India evaluation (1979) of food-for-work operations, underlines the 

importance of the planned use of food in projects from the beginning and not on an ad hoc 

basis. 

Construction works and rural resettlement schemes appear to be appropriate contexts 

for at least part payment in kind. The location of construction works may necessitate 

project intervention to ensure dependable food supplies at reasonable prices. The 

circumstances could favor direct feeding (canteens) or take-away payments in kind, 

depending on the organization of the work force (WFP, 1971). Similarly, payments in kind 
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as part of the provision of subsistence for settlers in the construction and development of 

resettlement schemes may be appropriate (Jackson, 1982). Many of the more successful 

reported uses of food aid as payment in kind, the Indira Gandhi Canal"0 and resettlement 

in Egypt (WFP/CFA 7/11) are in these categories. These examples come from countries 

in which the more common items in the food aid basket, such as wheat, vegetable oil etc., 

are acceptable foods. 

A disadvantage of payments in kind, where these represent, seasonally or through the 

year, a large proportion of the real income of households, is that participants in schemes are 

obliged to resell commodities to pay for other requirements. The collection and resale of 

what are, in terms of the market, small quantities of food, irihpose heavy transaction costs 

on recipients. These significantly reduce the real value of the wage, which is likely to be 

established in terms of food needs or the prices at which participants can notionally 

purchase commodities. Such problems have led many writers to argue that a combination 

of cash and food is superior in most circumstances to payments in kind (Burki et al., 1976; 

Lewis, 1972; Maxwell, 1978). Otherwise payments in kind have at least to reflect household 

requirements for a number of commodities, including the basic staple and a cooking 

medium. 

(b) Potential effects on local agricultlre 

Payments in kind to workers, retrading by participants, and local leakages of 

commodities, have been seen as involving a risk of disincentives to local agriculture 

(Jackson, 1982; Singer, 1978). Injecting into an area additional food, which substitutes for 

purchases of locally grown produce by project participants, could depress local prices. 
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Retrading increases supply, and can similarly reduce prices. The best documented case of 

such localized disincentive effects was during an emergency in Guatemala (Bates et al., 

1982; Jackson, 1982). However, little evidence has been found of such localized disincentive 

effects in the context of major food-for-work programs in Bangladesh and Ethiopia (INFS, 

1978; WFP/CFA 15/8; WFP/CFA 17/16). Unless markets are poorly articulated, such 

disincentive effects will probably be temporary, except where the overall program is of such 

a size as to have national impact.11 As already noted, this is improbable because of the 

scale of most food-for-work programs. 

Direct disincentive effects through the price mechanism are also much reduced in the 

short term, where, and this seems to be the normal case, wage payments from food-for-work 

or indeed a rural works project, represent additional income for participants and additional 

employment within the local economy. Poor households are generally expected to have a 

high marginal propensity to consume food out of additional income; typically cited values 

are between 0.5 and 1.0. This implies that for an additional 10% increase in household 

income there will be at least a 5% increase in consumption of food. The additional 

employment and income multiplier effect of a sustained rise in demand for goods aiid 

services would lead to further compensatory increases in the demand for food (Singer, 1978). 

In the longer term, assets created by a project should reduce the direct costs of food 

production and supply. This opens up a range of possible consequences, i.At on balance 

would be expected to increase rather than decrease consumption of domestically produced 

food (Mellor, 1980, 1982). The analysis of impact in terms of income effects on 

consumption also implies the presumption that food-for-work schemes, and more generally 

/ ", 
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rural works, will increase food consumption within beneficiary households. The evaluation 

literature, however, provides few conclusive instances of a positive nutritional impact of 

food-for-work programs (Wijga, 1983). 

Another potential disincentive effect of food-for-work would be to draw labor away 

from agricultural production. The creation of a long term food dole in this way has been 

suggested for one or two small recipient economies, e.g. Lesotho (Stevens, 1979) and 

Mauritius (PIrki et al., 1976). Otherwise, the literature on public works more generally 

provides little substantive evidence of a sustained competition for labor which h. a negative 

impact on local production. 

(c)The handling and choice of commodities 

The handling problems and costs associated with organizing supply lines of food 

shipments Isom overseas to interior areas, or landlocked countries, are considerable. 

Delays, deterioration and losses (including misappropriation) can lead to disenchantment 

of the labor force. High traxnsport costs, where there is the possibility of alternative supplies 

of iood within the region or locality, raise questions about the effectiveness of the direct use 

of food aid commodities. Such costs are a factor in encouraging many writers to favor cash 

payments over payments in kind, and others to argue that the value, or income transfer, to 

the recipient, rather than the cost of provision, should be the criterion for choosing what 

commodities are to be used for payments in kind (Reutlinger, 1983). 

A final problem with food aid commodities is one of acceptability to rural project 

workers. Wijga and others find that the WFP and other donor baskets of commodities 

reflect surpluses available in donor countries, rather than nutritional considerations or 

tr
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consumer acceptability (Potter, 1979; Wijga, 1983). The most widely supplied commodity 

is wheat, a generally accepted staple in Asia and North Africa. Where wheat is inferior to 

rice, as in South East Asia and some parts of South Asia, this makes it more likely that 

food-for-work commodities will be self-targeting on poorer households. In other regions of 

South Asia wheat is the preferred staple of rural consumers. In sub-Saharan Africa, the 

problem of acceptability is more seiious where the local staples in rural areas are white 

maize, millets and tubers, and wheat and rice are largely consumed in the towns. Extension 

of the analysis to other "surplus" commodities in the food aid basket would only underline 

the two general points. First, universai! statements about the appropriateness or acceptability 

of particular commodities are ursustainable. Second, commodity availability imparts 

considerable inflexibility to building rural works projects around food aid available only as 

food-for-work. 

(W)Non-food wages and the innovative uses of food 

Findings about the performance of food-for-work more generally appear 

contradictory, and suggest that success is a local phenomenon dictated by the need for and 

design of projects, the socio-political climate and the ability and integrity of officials, not the 

type of remuneration (Burld et al., 1976; Maxwell, 1978). A report on a system for 

monitoring US voluntary agency supported food-for-work in India concluded that some of 

the most important elements for development are perhaps least amenable to quantification 

(Community Systems Foundation, 1983). Maxwell (1983), discussing the role of impact 

assessment, pointed out that measuring the direct cost or benefits of food-for-work was "in 
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some ways the easier part," compared with some of the indirect effects, e.g. impact on 

nutritional status, discussed below. 

Evaluations have highlighted the role in Ethiopia of peasant associations in 

facilitating success (Holt, 1983). Criticism of food-for-work Lia Bangladesh underlines the 

entrenched social hierarchy as the source of misappropriation, and the reason why projects 

are chosen which are of little benefit to a wider community and the rural poor (Ahmad, 

1983; Asplund, 1979; BRAC, 1979; Brundin, 1978). The pattern of argument, the trading 

of case studies for and against food-for-work, parallels that of the public works literature 

more generally. There are, however, discernible elements of a reevaluation of the role of 

food aid to provide more flexibility in the way commodities are used to support public 

works. 

One alternative approach is to treat food and commodities as another source of cash 

to provide greater flexibility and sidestep many of the problems of a narrow emphasis un 

food-for-work. Lewis over a decade ago (1972) suggested that donors should be flexible in 

the requirements they impose (e.g. using food only as wages) so that recipients could 

exercise a greater degree of freedom for anti-poverty policies. The local cost" problems of 

transport, storage and handling intensified with escalating fuel prices through the 1970s and 

emphasized the limitations of food only programs. Part of a discernible response is for a 

small proportion of commodities to be sold to meet these costs. Examples are the WFP's 

experimental sales program in Ethiopia and Bangladesh, where the sale of grain by the state 

food trading agency offsets handling costs in the country (WFP/CFA 15/8; WFP/CFA 

16/4). Bilateral donors are also exploring the opportunity provided by monetization to meet 
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non-wage :osts of schemes.1 2 The controversial rural works program in East Pakistan was 

funded out of the sales receipts from US food aid (Thomas, 1971). Currently, the rural 

development program in Cape Verde is an example of a labor-intensive program dependent 

on the revenue from food aid sales (van Binsbergen, 1986). 

Dawson (1981) goes even further, suggesting that food-for-work is likely to be more 

successful as one complementary element in public investment involving labor intensive 

works. This may be because, as the Community Systems Foundation report on monitoring 

and evaluation procedures for food-for-work in India notes, "nearly all projects involve 

complex inputs from multiple sources." Projects which provide only food-for-work are highly 

inflexible. Stevens, for example, suggest that project food aid alone is frequently seen as an 

inferior form of assistance, making it a resource for social and human development 

activities, including public works, that would otherwise have low priority. However, the 

corollary of inferiority is that complementary resources appear not to have been committed 

to design and management. The use of food aid resources as part of a package, which 

would include substantial levels of externally provided capital investment finance, could 

contribute to improved design, more stringent appraisal criteria, and better operational 

management. Many of the recent evaluations being undertaken by development assistance 

agencies underscore the need for such improvements (ADAB, 1983; Community Systems 

Foundation, 1983; Maxwell, 1982; WFP/CFA 16/6). 

7. NUTRITIONAL IMPUCATIONS OF FOOD-FOR-WORK 

Apart from emergency or seasonal situations, when the nutritional status of target 

populations is seriously threatened, direct nutritional benefits are rarely presented as an 
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explicit and separate objuctive of food-for-work projects. Rather, food-for-work seeks to 

improve the income and indirectly the nutritional status of low income beneficiary groups. 

Wijga (1983) in the only systematic review of the literature looking for nutritional benefits, 

found only four studies where a deliberate attempt was made to assess nutritional status 

amongst food-for-work employees and their families. These studies and the more recent in

depth evaluation of food-for-work in Bangladesh (WFP/CFA 17/16) again provide 

inconclusive findings. The problems of assessment and the inadequacies of the monitoring 

data are again factors which probably partially explain these results. But it can be posited 

that where rural works programs make a significant and sustained impact on the real 

incomes of poor households, and the evidence is that such projects are relatively effective 

in reaching poor and disadvantaged groups, then some improvement in their n!!tritional 

status would be expected. 

The recent reconceptualization in the literature of directly distributed food aid 

commodities as a food transfer to poor households rather than as an almost "medical" food 

supplement would support this view. It also has radical implications for the commodity 

composition of food aid as well as for the possibilities of using local currency generated 

from the sale of imported food, in rural works projects. The balance of evidence in the 

debate as presented in recent literature reviews and discussions of the nutritional role of 

food appears to have shifted in favor of income supplements to poor households (not 

malnourished individuals) to effect directly measurable nutritional improvement (e.g. 

Huddleston, 1984; Mellor, 1980. Reutlinger and Katona-Apte; Wheeler, 1983). 
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Two recent evaluative reviews (Burgess, 1982; Figa-Talamanca, 1984, 1984) reveal 

a wide diversity of opinions on the technical problems of nutritional, as well as project 

impact, assessment. Too little in the way of resources has been committed to forms of 

monitoring that would provide the data on which more robust conclusions could be reached. 

Some writers have noted that the more rigorous the evaluative procedures the fewer the 

case studies which can be considered and the more inconclusive the results obtained. In the 

extensive literature positive case examples, usually multiple input programs, and those using 

locally acquired and grown food, contrast with worrying examples of negative impact, poor 

design, bad management and the inappropriateness of imported commodities. Some obvious 

questions are still unanswered. For example, there is insufficient evidence to determine 

whether locally funded public works have a different nutritional outcome to that of aid 

funded food-for-work projects. 

8. CONCLUSION 

fhere remains a near unbridgeable gap in the literature between those who suggest 

that there axe lessons for improvement to be learned from a mixed record, and the root-and

branch critics of food-for-work. The gap appears to remain because, as many writers 

suggest, public works and food aid supported food-for-work suffer from overambitious 

statements of objectives (e.g. Schuh, 1982; Stevens, 1979). Projects which are simultaneously 

highly successful in terms of employment and income generation, and have positive 

distributionaJ benefits from asset creation in the long-run, are few in number. Special 

circumstances of beneficiary participation and highly effective local organiza !ion seem to be 

present in only a few cases, for example some NGO community development projects, or 
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in some regions of post-revolution Ethiopia. Critics are entitled to judge food-for-work in 

terms of highly ambitious stated objectives, and by these criteria the use of food aid as 

payment in kind is much less satisfactory than the use of local currencies from food aid sales 

to finance the multiple inputs of rural works. 

The role of labor-intensive works in capital formation in more densely peopled, poor 

economies such as South Asia and perhaps Ethiopia is not questioned. But the root and 

branch critics are addressing the fundamental issue of whether or not rural works should be 

promoted and sustained by the flow of food aid (Fryer, 1981; Jackson, 1982; Lappe et al., 

1977, 1979, 1980). Others are looking at the n-xed record in terms of opportunities for 

improvement, and they see such opportunities in more flexible and substantially better 

planned uses of food aid resources (Burki et al., 1976; Lewis, 1972; Stevens, 1979). This 

author's reading of the record, reinforced by personal experience, is that both advocates and 

critics, in seeking to make generalizations, ter.d to underestimate the overwhelming 

importance of the specific, temporal, social and political context. Labor-intensive works are 

a powerful and successful, if flawed, instrument of food security and rural development 

policy in South Asia. The picture that is beginning to emerge in Africa is quite different. 

The scope for organizAng labor intensive works on any scale is limited. Nevertheless, there 

are examples of imaginative and innovati ve uses of food aid such as "stock aid" in Turkana. 

The Ethiopian experience, before and after the revolution, before and during the famine, 

provides sharp contrasts. So this must be regarded as a highly provisional assessment. The 

trauma of the recent crisis is likely to alter policies, to produce reassessment and 
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reorganization of many projects and to create many new ones and may necessitate another 

reevaluation. 
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ENDNOTES 

1Criticism of national and international responses to some recent disasters has also focused 
on the scheduling of emergency food aid without prior assessment of the phased 
requirements for assistance immediately after the disaster and in the subsequent relief phase 
(Jackson, 1982). 

2Similarly, the NGO projects supported by food aid started in response to the Bihar famine 
in the mid-1960s were continued and extended in 1971/72. These only contracted in the 
late 1970s with the expansion of the National Rural Employment Programme (Chudy, 1984). 

3There was a general feeling, i.e. before starting EGS, that women would not work on EGS. 
But on a number of projects visited by us, women were more in numbers than men. In fact, 
some women complained that they were refused work unless they brought a male worker 
with them. On some works the supervising engineers reported that heavy work such as 
digging was done by males, while wor..2n worked as draught-power, and hence a specific 
ratio of male to female workers was needed. The interviews with women regarding their 
men not coming to EGS revealed that men worked on better paying jobs, while women 
worked on EGS. 

"From landless households men and women are almost in same numbers. But with 
even small land holdings men worked on their own farms letting their females work on the 
EGS. There was also a feeling sometimes, that EGS was easy. Since there was not much 
supervision, if wage rates were the same for males and females, and if males could get 
higher wages elsewhere, why not females work on the EGS? Such was the attitude of 
villagers on some projects" (Dandekar and Sathe, 1980). 

4For example, Chudy (1984, p. 2) in reviewing an in-depth evaluation of CRS/PL 480 Title 
II projects in India concludes that a "highly decentralized and personalized" system of 
management made it more likely that the truly needy benefit. 

5'The EGS in operation thus produces no surprises for the student of rural development. 
Because there are many niches for discretion-location, duration and cost of projects, 
determination of actual wages on a complicated piece-rate scale-the impact of ordinary 
politics frequently overrides both economic rationality and stated policy objectives. Clearly 
there are plums for particular individuals, patronage resources for locally-dominant elites, 
and special consideration of the needs of the politically well-connected. Nevertheless, the 
scheme works: almost 200 million person-days of rural employment are generated annually, 
and paid for (though not always at the official rate), and works are completed: percolation 
tanks, soil conservation works, minor irrigation projects, afforestation, roads, land 
development, and so on" (Herring and Edwards, 1983, p. 581). See aLso Schaffer (1984). 

'Two evaluations of food-for-work in Bangladesh provide examples of different responses 

to the maintenance problem. The Australian Development Assistance Bureau (1981) 
proposes support for rehabilitation. An evaluation of PL480 Title I supported rural road 
construction suggests that a criterion for project selection should be local capacity and 
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willingness to meet at least the costs of maintaining unmetalled roads apart from 
appurtenance structures (Abt Associates, 1984). 
7According to Burki et al. (1976, p. 59): "In several reafforestation projects in Ethiopia,

labourers who were set to work without pay planting trees on large land owners' property
planted a high proportion of them upside down. Since this happened frequently in different 
areas it must have been seen as a deliberate attempt at subversion by those forced to work 
on a project on which they gain no pay and few other benefits." In contrast, a recent WFP
evaluation reported construction works beyond necessary engineering standards for soil
conservation in projects organized by local peasant associations. Land reform had given theworkers a more direct interest in the land. Holt (1983) points out that payments in kind 
were also a large proportion of family food supply through periods of continuing production
difficulty. 

gThe NREP activity has fluctuated in scale. There was a decline with the relatively poor
harvests of 1981 and 1982 as the foodgrains available from Government of India stocks fell
(Chudy, 1984). Subsequently the level of activity has again increased (personal
communication, Rajendra Azad). 
9These rules are administered by thl,Committee on Surplus Disposal (FAO, 1980). A usualmarketing requirement (UMR) or level of commercial imports to be purchased by a

recipient country as a condition of receiving food aid may be set by any donor to prevent
displacement of "normal imports." Food aid provided as wages or freely distributed through
a nutritio.al project was conventionally deemed to fall outside the purview of the rules and 
not considered. These provisions, and related national legislation in donor exporting
countries, have been an obstacle to more flexible uses of food aid to support projects,
particularly "monetization" of part or all of the commodities to provide local currency to 
support projects. Amending legislation such as the US Food Security Act of 1985 has been 
required to ease donor constraints on the use of project food aid. 
'°Food aid is used to make food available at a 50% subsidy to workers at remote desert 

sites as an incentive to retain labor at worksites (WFP/CFA 7/10). 
11S. Reutlinger, verbal communication. 

12A typical example is provided by an evaluation of PL 480 Title Hsupported NGO food
for-work and nutrition projects in Indonesia. This report recommends allocating 2,250 tons
of commodities a year (10%) "for monetisation to meet other programme costs," necessary
to make program improvements (Bryson et al., 1984). 

http:nutritio.al
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Chapter 11
 

Food Aid Disincentive Effects
 
and Their Policy Implications 

Paul J. Isenman and H. W. Singer 

Food in the present situation can be considered as one of the world's limited, scarce, 

and vital natural resources such as the atmosphere, or, for that matter, oil. The world is 

generally agreed that in the interests of mankind as a whoie access to such scarce resources 

vital for a country's existence should be more equitably shared and, specifically, should not 

be madk dependent only on the market, which allocates according to current purchasing 

power. (In the case of food, animal feeds bid away land, fertilizer, and even grains from the 

needs of the poor for the grains for themselves.) We are all concerned that the poorest 

countries need special help in the situation created by the rise in oil prices. The case of 

food is in many ways even clearer: food aid appears to be an obvious mechanism by which 

scarce and vital supplies can be allocated outside the normal market mechanism to help 

meet this basic human need. 

Howevet, there is also general agreement that the long-run answer to food shortages 

in the poor countries must be sought in expanded food production in the poor countries 

themselves, and in employment and income distribution policies which provide sufficient 

incomes for the poor to be able to buy enough food. There is sufficient concern about the 

possible harmful effects of food aid on domestic food production that many economists 

recommend less or no food aid (other than, perhaps, for emergencies) even in cases where 
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nutritional and other human needs are strongest. It is the purpose of this article to review 

of the analytic issues and literature relevant to this concernsome about the disincentive 

effects and risks of food aid, which we have found to be strongly held by agricultural 

economists and aid "practitioners" and which we share.' To make the discussion more 

specific reference will be made to the experience of food aid in India. The Indian case is 

useful, not because India is at all a "typical" recipient of food aid, but because it received 

the largest historical share up to 1971, is most often cited for negative effects of food aid, 

has been studied by a number of analysts, and raises most of the relevant economic and 

political issues. 

Briefly, the disincentive argument is that the increase in food supplies provided by 

food aid depresses prices received by farmers and causes or supports inadequate agricultural 

policies by recipients, which together lead to decreases in food production. The recent 

stress on employment and more equal income distribution, with its attendant stress on 

agriculture and rural development, has thus served to sharpen the criticism of food aid, 

which is said to interfere with these objectives. The major economic issues relevant to the 

disincentive effect were set out in the literature 15 years ago.2 What has changed in the 

past 15 years are perceptions of relative importance of the disincentive set of issues in 

comparison with the "other benefits" set of issues. Schultz stated in 1960 that "in all of the 

hearings before U.S. congressional committees and statements and reports of the executive 

branches I have found no serious consideration of this aspect [the disincentive effect] of 

PL480 [American food aid] operations. '3 
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On the other hand, it is surprising how many studies and policy discussions either 

dismiss or miss entirely the direct purposes of food aid, as if food aid were to be judged 

solely on the basis of its contribution to food production. Before turning to consideration 

of the disincentive effect, it is worth briefly reviewing what these other (somewhat 

overlapping) purposes are. First, food aid provides for the hungry, both by direct subsidized 

distribution, often concentrated on nutritionally vulnerable groups such as children, and by 

helping to contain price increases, which tend to hit the nutritionally vulnerable groups the 

hardest. Second, it provides financing for specific government development projects, some 

in agriculture and rural development and some in other sectors; again this could occur either 

directly, as in "food-for-work" projects, or indirectly as in the Pakistan rural public works 

program. Third, it can be used to build up food stocks which, while quite expensive, can 

contribute to both consumer and producer welfare by reducing price fluctuation and 

uncertainties.4 Fourth, it eases a major constraint on growth in output and unemployment. 5 

The fourth, which is quite important, often tends to be neglected. In lower-income 

densely populated countries food, along with foreign exchange, tends to be a major 

constraint on the pace of development. Two-thirds or even more of workers' incomes go 

for food in these countries, most of it for food grains.6 From a finance or planning 

minister's point of view, increments to public or private employment, through fiscal or 

monetary policy, must be measured against available food supplies, in many ways as if the 

whole economy consisted of a public sector food-for-work program in which all workers 

were paid two-thirds of their wages in food. So not only does food aid permit recipient 

countries to expand employment, but the high proportion of workers' incomes which go for 
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food grains means that farm prices need not suffer from food aid in the short run and can 

benefit from food aid in the longer run because of dynamic effects on savings and income. 

A useful way to visualize the importance of the food constraint is to imagine that the 

developed-country worker spent two-thirds of his wages on oil products and then to consider 

what a limit this would put on growth in employment. 

In explaining the purpose of food aid in India, Rath and Patvardhan say that "prices 

of food grains were vital to the success of the plans of economic development which India 

has launched....
The purpose of PL480 imports was not only to prevent...sharp fluctuations 

in price of cereals, but also to check any excess pressure of the general inflationary forces 

on prices of cereals, which might arise due to the slower rate of increase in production of 

cereals than of other commodities in the economy."7 

What the above suggests is that in food-short countries a sizable proportion of total 

development aid can often be in the form of food aid without significant cost in thea 

efficiency of aid or in incentives for domestic agriculture. Tle optimal proportion of food 

aid for any given country at a given time will depend on a variety of factors, including the 

demand .andsupply factors relevant to the disincentive effect (discussed below); food grain 

supply and price prospects; availability of export earnings to finance needed complementary 

imports; the existence of "slack" resources in the economy, whether underemployed (or low

productivity) labor, underutilized industrial capacity, or untapped potential savings; the 

extent to which the recipient government would in fact use foreign exchange to import food 

in the absence of food aid; and the overall availability of food and non-food aid for 

qc•
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allocation.' With the exception of the last two, these factors are also the same that should 

be investigated by a government planning its total food import program. 

The four domestic uses of food aid discussed above all flow from the role of food aid 

in adding to a recipient country's import capacity. Since food aid is tied to a specific set of 

commodities, and often to specific internal uses, it is less valuable to the recipient in 

carrying out its development strategy than an equal volume of aid not so restricted, except 

where the commodities' imported and specified domestic correuses spond to what the 

recipient would have done with unrestricted aid. For this reason we favor relatively 

unrestricted forms of financial aid over food aid, even where there is no danger of a 

disincentive effect. It would be preferable to let the recipient then choose the balance 

between food and non-food imports. However, what makes food aid a subject worth special 

consideration is that it is partly additional, so that a $1.00 increase in food aid would lead 

to a less than $1.00 decrease in non-food aid. Food aid is unlikely to be as fully additional 

as it was in the past, when the United States and other donor nations had large long-term 

surpluses (built up because of domestic agricultural policies) which had a real cost far below 

both the nominal value of the food aid provided and its somewhat lower world market 

value. 

However, there are still a number of factors which make food aid likely to remain 

at least partly additional. These include a feeling among the general public and legislatures 

in donor countries that, as the Development Assistance Committee (DAC) put it, "feeding 

the destitute, avoiding starvation and improving the nutritional standards in developing 

countries should have priority as a form of development cooperation."9 The political 
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importance of farmers, who benefit from the increased demand caused by food aid, also 

adds to the political attractiveness of food aid. Thus, there is likely to be domestic political 

support for production of food specifically for food aid even when there are no overall 

surpluses. In addition, there are still likely to be surpluses in donor countries in some years 

(but not in most or all years, as in the past), either as a result of farm-income support 

programs or of unexpected shifts in supply (from weather or other effects in either major 

exporter or importer nations) or demand (e.g., from reduced demand for animal feeds in 

either "market" or centrally planned economies). Given the relatively high capital costs of 

food storage and the uncertainties of the next year's prices the "shadow price" of food aid 

could decline in many years even though the long-term trend was one of rising relative food 

grain prices. Thus, we expect food aid from major donors (including the EEC, taken as a 

whole) to remain at least partly additional, although this may not be true for particular 

bilateral donors.10 

Effects of Food Aid on Agricultural Production 

Price Effects 

To evaluate the net effect of food aid on domestic food production we need to 

consider its effects on the price of food and on government policies. The price effect 

depends on several factors: how much food aid will be provided in relation to total 

production; how much additional demand will be created through specific proJects, programs 

(such as subsidized food distribution), and fiscal or monetary expansion; changes in relevant 

crop and input prices; the relationship of the previous points to food prices (using the price 

elasticity of demand); and the effect of the resultant change in food prices on food 

http:donors.10
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production (using the price elasticity of supply). It is preferable to estimate these effects 

through a multiequation econometric model, since some of the independent variables 

affecting feod production and demand also affect each other over time. However, this is 

far easier said than done. Problems include the time and expense involved for a series of 

country studies, the lack in many countries of reliable data for relevant variables, the danger 

of leaving out or iisspecifying relevant variables or i'elationships (as indicated in the 

following discussion of the example of India); and changes in agricultural technologies or 

in government policies (such as price supports) which reduce the validity of conclusions 

drawn from analyses of past data. 

These problems do not necessarily disappear when a "commonsense" approach, based 

on qualitative and rough quantitative analysis of a few variables is used instead; rather--as 

is also apparent from some of the analyses of the effect of food aid in India--they can easily 

become buried, causing hidden distortion in the results. On the other hand, in some 

circumstances a commonsense approach does provide a feasible way to handle some of these 

problems and to allow for political and other factors difficult to include in models. Ideally, 

a combination of the econometric and commonsense approaches would be desirable, at least 

for major food aid recipients. 

The evidence that price is important to agricultural production--that farmers respond 

positively to price incentives--is by uow well known and convincing. Thus, any significant 

price declines caused by food aid must be taken seriously. However, to say that prices need 

to be high enough to provide strong incentives for increased production is not to say that 

"higher is better" or that price is necessarily the key constraint on output in a given situation. 
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As Mellor points out, while the supply response to price changes is positive, it tends to be 

quite low (e.g., between 0.1 and 0.2) in land-scarce countries because of the relatively 

inelastic supply of land and consequent diminishing returns to other inputs (and increasing 

marginal costs)." 

The price elasticity of supply for a given col.ntry will vary over time depending on 

a number of factors, including the technology (particularly whether it is responsive to 

fertilizer and other current inputs), other constraints on production (e.g., the timely 

availability of inputs), weather, qnd price (e.g., when prices are already at severe shortage 

levels, as is apparently the case in Bangladesh, relatively little price response would be 

expected). One must balance the needs of actual and potential surplus farmers against 

those of consumers and of other underfunded sectors, against the detrimental effects of 

rapid food price increases on employment, and against any detrimental effects on income 

distribution if larger farmers provide most of the marketed surplus of good grains. (This 

underlines the importance of land reform, so that growth and distribution objectives become 

more complementary.) 

For example, there is an economically and politically valid need for government 

distribution programs to ameliorate shortages in the cities and, at the very least, to prevent 

starvation in the countryside in bad years. In many or most countries there are severe 

political constraints on taxes or other budgetary resources, particularly in shortage years, 

which can be tapped for food distribution programs. Some of the literature on food aid and 

on pricing policy is thus somewhat cavalier in recommending something quite close to 

farmer incentive (price) maximization per se, with little consideration of what will be the 

1' 
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likely increase in output (price elasticity of supply) and likely human and economic costs. 

Hence, in some circumstances, higher food prices may not be desirable. We hope that 

readers will not misinterpret the above as meaning that we favor low food grain prices. In 

fact we strongly favor incentive prices to farmers and believe that in developing countries 

farm prices have tended to be too low, but we would argue for the substitution of careful 

analysis of particular price situations for the rigid price "fundamentalism" that one 

sometimes encounters. 

In the Appendix we review some of the data and literature on the price and resultant 

production effects of food aid on food grain production in India because, since the 

conclusions that we reach are quite different from generally accepted thinking on this 

subject, we thought it desirable to devote some space to such a review. To summarize 

(regrettably omitting desirable explanations and qualifications), we found that food aid did 

cause a decline in relative food grain prices, but only during a fairly short part (1960-62) of 

the food aid period (1956-71). The depressing effect on prices was much less than some 

analysts had expected, partly because the food aid was used to increase government food 

distribution which, being subsidized, added to net food grain demand. The supply of food 

grains appeared to be responsive to price changes, but not strongly (i.e., the price elasticity 

of supply was positive but lc ', about 0.15). The most comprehensive available study (by 

Rogers, Srivastava, and Heady) found the net loss in domestic production to be only 3 

percent of the food aid provided. 12 The results of their multiequation model appear to be 

consistent with our much less sophisticated look at the weather-corrected output data for 

the period of low relative food grain prices. But even that study ignored the dynamic effect 
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of the food aid on growth in output and employment and, hence, on demand for food grains 

in subsequent periods. In fact food aid appears to have played a major supply and 

"insurance" role in the investment and output boom of the first half of the 1960s, which was 

important in itself and which generated substantial increases in food grain demand. Our 

conclusion is that while use of large-scale food aid should have been phased in more 

gradually by, in some years, stockpiling more and distributing less, the short-term price effect 

on food production was very limited; the medium-term income and price effect on food 

production (taking account of the effect of food aid on growth) was probably positive; and 

the medium-term effect on overall output, employment, and nutrition (as distinct from 

foodgrain production only) was strongly positive. 

This is not at all to say that in other circumstances food aid could not, or did not, 

have a significant price disincentive effect on domestic production. For example, a recent 

article by Dudley and Sandilands discusses the rather extreme case of Colombia, where 

wheat imported under food aid and from commercial sources (but sold at a subsidized price, 

because of an overvalued exchange rate) rose from about 50 percent to about 90 percent 

of total wheat consumption from 1953 to 1971. The government support price for wheat 

declined by about half (in constant prices) over this period. Wheat production, concentrated 

in high-cost production areas, declined very sharply, to about a third of its initial level. We 

have a number of questions about the analysis and interpretation of this study, which 

assumes implicitly that if whea! imports were excessive it was food aid and not commercial 

imports which should (or would) have been CUt.1 3 Since food aid accounted for only about 

one-third of total wheat imports, we find the title "The Side Effects of Foreign [Food] Aid" 
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somewhat misleading. However, we do not question the basic relationship between wheat 

imports, farm prices, and production. Indeed, not to have had a sharp decline in wheat 

production under such circumstances would have required a minor economic miracle. 

Policy Effects 

Even where food aid does not have a significant disincentive effect on food prices, 

it could still have a significant disincentive effect on the overall agricultural policies of the 

recipient government. This might show in a relative neglect of agriculture in regard to other 

sectors; in continuation of policies which did not provide adequate encouragement or 

support to farmers; in an unwillingness to take politically difficult steps such as land reform; 

or in lower farm support prices (although this should show up in an analysis of price effects). 

In India, although a good deal of money and policy effort was also expended on agriculture, 

there can be little disagreement that the strategy of the second and third Indian 5-year plans 

was focused on import-substituting industry, particularly heavy industry. Food aid supported 

and facilitated this strategy, primarily by enabling the Indian government to maintain large 

subsidized distribution programs while, in the eyes of many analysts, not adequately 

addressing some basic questions of food grain production and distribution. 

However, one should distinguish between criticism of the policy effects of aid and 

criticism of policies supported by aid but caused by political and economic factors far more 

powerful than aid. In the latter case there are questions whether reduction or withdrawal 

of the food aid would have improved the "erroneous" strategy or would merely have made 

its implementation less efficient and slowed development. There are also questions arising 
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rnom current beliefs, in donor as well as recipient countries, about the proper role of donors 

on questions of basic development strategies. 

In the Indian case the evidence is clear that the political and economic factors which 

caused the preference for heavy industry over agriculture were far more powerful than food 

aid which, at most, played a supportive role. The association in the eyes of Indian political 

leaders (and many leading analysts outside India) of industrialization with such things as 

modernity, greater political and military independence, increases in savings rates, and 

improvements in human capital, combined with an uncertainty of how Indian agriculture 

could best be developed and of whether food supply was (meaningfully) responsive to price 

incentives, greatly overshadowed the role of food aid in the formulation of Indian economic 

strategy (as set out in the second and third 5-year plans).14 In our judgment, had there 

been much less food aid, growth in government expenditure and in nonagricultural output 

and employment would clearly have been lower, but this would hardly have been desirable 

if, as is likely, the basic strategy had not been changed. 

We do think that up to 1965 food aid may well have had a negative effect on 

particular steps which might have been taken within the overall Indian development strategy, 

to strengthen agriculture, for instance, by reducing the pressure to keep up adequate 

supplies of imported fertilizer. However, much of this effect (including, particularly, 

shortages of imported inputs as well as price policy itself) should have been reflected in the 

price and supply effects discussed earlier; if food aid caused both prices to decline and less 

fertilizer to be imported, the effect of the fertilizer shortage should be an (apparent) 

increase in the observed price elasticity of supply. As we saw, the effect on domestic 

http:plans).14
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production was apparently extremely small (and, taking account of demand derived from the 

growth effect of the food aid in the longer run, was probably positive). Also the effect of 

food aid on the government's agriculture budget was probably positive because of its direct 

and indirect (growth-inducing) effects on overall government development expenditures. 

The effect on agriculture's share of budget expenditure would depend on how strongly India 

would have been committed to its public sector industrialization strategy in the absence of 

food aid. 

After two successive serious droughts in 1965 and 1966, there was a reorientation of 

priorities toward agriculture, assisted also by growing disillusionment about the primacy of 

heavy industry in the development process, by the availability of the new high-yielding wheat 

varieties, and by food aid. Food aid provided sufficient security for the government's "buffer 

stock" and distribution programs so that the risk of eliminating the disincentive-causing 

restrictions on grain marketing in surplus areas, which had been imposed to enable the 

government to buy cheaper grain for subsidized distribution programs, was greatly 

reduced.15 In addition, the agreements for American food aid contained a number of 

commitments for expansion and improvement of agricultural programs, within the Indian 

government's own targets and plans. There was, however, a great deal of political 

resentment within India about U.S. food aid, partly because dependence on the United 

States for food appeared to undermine India's political and economic autonomy and its 

sense of self-reliance and partly because of President Johnson's "short-tether" policy, under 

which much needed food aid shipments were delayed in order to put pressure on India, 

apparently for a combination of developmental and political motives.16 In spite of (indeed, 

http:motives.16
http:reduced.15
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partly because of) this resentment, there were redoubled efforts to emphasize and encourage 

agriculture, with a goal of dispensing with food aid. This goal was substantially achieved in 

1972, although reverses in production since then have meant that India has had to spend 

major amounts of its foreign exchange for food imports and, more recently, to resume food 

aid. 

For the future, India clearly must give primary emphasis to agricultural production 

so as to be able to feed its people and to stimulate its development. As Lipton put it, 

neglect of agriculture is a recipe for slow industrial growth."'7 However, as the recently 

published Redistribution Growth, focuses heavily onwith which agriculture and rural 

development, points out, because of the very high man-land ratio in South Asia, job creation 

in the long run must necessarily be concentrated outside farming."8 While agriculture must 

and can absorb a great deal more labor, this reemphasizes that in the long run there must 

be a delicate balance between optimal producer incentives and optimal prices of food grains 

or, more broadly, that neither agriculture nor industry (nor population control, etc.) is the 

sole key to development. 

This abbreviated and simplified summary of Indian experience does not prove, but 

serves as an illustrative backdrop for, several more general points regarding food aid. Food 

aid can be used to support both "good" and "bad" agricultural policies. It would be quite 

unrealistic for either critics or proponents of food aid (or other forms of aid) to take it for 

granted that whether food aid supports inadequate or adequate policies it is necessarily a 

major or determining cause of such policies. Where there are competing powerful forces 

within a recipient government on questions of agricultural policy donors could conceivably 
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throw the "leverage" of their aid behind the group whose policies they prefer, but for donors 

to intervene in the political process by which key domestic policy issues are decided can 

have quite high political costs for donor-recipient relations, very often does not succeed, and 

in some cases is likely to backfire and make the policy changes the donors support politically 

far more difficult to implement. 

If a country has a strong commitment to agriculture and the political will and sound 

policies to carry out that commitment, it is likely to use the food aid in a way that supports 

its agricultural development effort. As illustrated by the example of the Indian buffer 

stocks, this need not always be to increase immediate foodgrain consumption. If not, food 

aid will be used to further whatever alternative economic objectives the government has 

(e.g., the promotion of industry at the expense of agriculture). 

Project versus Program Assistance 

It follows from the above, and from the general fungibility of projects," that the 

donor oi.tn has little to gain (other than the presentational benefits of having a specific 

project to demonstrate the effect of its aid) from insisting on using food aid to finance 

projects when the recipient would prefer the food aid in "program" (or "non-project") form. 

(We use "project" here in a fairly broad sense to cover all situations where the donor's aid 

is tied to specific activities, whether through provision of food per se, as in food-for-work 

programs, or through provision of "counterpart" funds generated from the food aid.) As 

Singer et al. and Sen pointed out over a decade ago, food aid in program form can make 

a more effective contribution to the recipient's development objectives than aid tied to 

projects.20 For example, project tying may foreclose opportunities for expansion of poverty

http:projects.20
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focused programs in agriculture or other sectors or expansion of employment by easing bank 

credit limitations. Sen points to the problems and inefficiencies which can occur when 

donors support nonfungible projects which cause distortions in recipient's development plans 

or which are unlikely to be continued by the recipient when the aid (for that project) is 

phased out. 

Such general principles must, of course, be tempered to take account of the 

complexities of the "real world." Countries cannot be divided neatly into good and bad on 

the basis of policy performance; most fall somewhere in between. There are a number of 

steps donors can take to foresee and prevent likely disincentive effects of food. The first 

step should be a case-by-case analysis of the situation and policies of major recipients of 

food aid, loodng, inter alia, at the complex of factors discussed above. Problems, and 

feasible solutions, will vary considerably among countries and within countries over time. 

Fortunately, thinking among recipients and donors on the role of agricultural development 

has changed a good deal since the period a decade ago on which much of the current 

criticisms of disincentive effects are based. Also, the sparseness of food during the 1973-74 

general food shortage has made recipient countries well aware that they cannot count on 

large-scale food aid in times of shortage. It would be quite reasonable for donors and 

recipients to discuss mutual concerns about possible disincentive effects of large food aid 

programs and what might be done about them; there may be advantages in carrying out such 

discussions under the aegis of a multilateral agency or a multidonor consultative group, 

rather than on a bilateral basis. 
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In some circumstances, where donors lack confidence in a recipient's overall 

agricultural policies, channeling food aid through specific projects may help address 

disincentive problems. While projects are far more fungible than first appearances would 

suggest, they are often seen as less than fully fungible from the recipient's point of view. 

Where necessary, there are steps the donor can take to increase the odds that the projects 

it funds will in fact be additional, such as fairly active participation by donor or voluntary 

agency staff in project selection and design. Some governments may welcome, or not object 

to, receiving food aid in project form.2' Projects also offer a way to both recipients and 

donors to assure that the benefits are directed toward specific disadvantaged groups. 

Food aid in project form can be particularly helpful where it is desired to direct the 

food aid to support agricultural production. The food aid may be used, for example, to 

build up food stocks, as part of a plan to expand the overall agriculture budget, or to 

support labor intensive rural infrastructure projects. Sen's point, noted above, about sticking 

to activities that are regarded as of high priority by the recipient government must be kept 

in mind. There are many circumstances where the best use of additional food or other 

resources is not, for example, in rural public works programs but perhaps in health, 

education, or support for labor-intensive industry. 

There are also possibilities for compromise between the program and project 

approaches. Food aid to build up recipient stocks would fali in this category. The 1974 

DAC annual report notes that "even the UN World Food Program, which has previously had 

a strong orientation toward financing specific projects, is considering a gradual move toward 

a multiproject approach; it has also considered the 'program approach.'..... ' 2 
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Implications for Food Aid Allocations 

Where food aid is considered likely to have a significant disincentive effect which 

cannot be eliminated--generally where overall agricultural policies are considered to be 

weak--donors can adjust the mix between food aid and non-food aid or, if necessary, cut 

back on food aid without offsetting increases in other aid. The likely world-market 

shortages and high prices of food in many or most future years, in comparison with the 

general surplus situation in the 1960s, mean that donors need to be increasingly concerned 

about the allocation of food aid. There are several reasons, though, why donors should be 

cautious in emphasizing agricultural "peformance" criteria in the allocation process. First, 

to go as far as adjusting annual allocations on the basis of performance would cause friction 

between donor and recipient which (as in the case of donor attempts to use "leverage" to 

force major policy changes) would be counterproductive for political relations and might 

well either not work or even backfire. Second, donor judgments may be incorrect, 

particularly if not based on detailed studies of relevant economic, social, and political 

factors. Also, such judgments, quite properly, tend to change over time. The same big

farmer strategy that looked like an efficient tough-minded approach to some donors 10 years 

ago may look inefficient, as well as inequitable, to them today. Third, it would not only 

ignore the other benefits of food aid but would conflict with what should be the underlying 

allocation criteria for food aid--poverty, shortage of food, and shortage of foreign exchange 

to import food commercially. It would be unfortunate if performance criteria were 

inadvertently to introduce a bias toward countries which, on the basis of income and food 

availability, needed it the least. In essence, a moderate standard of performance should be 
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considered as a necessary condition for receiving food aid, other than that directed 

essentially to immediate humanitarian purposes, but not as a substitute for other allocation 

criteria. 

Similarly, a recipient's ability to develop good food aid projects should not per se be 

a major criterion of intercountry allocations, since higher-income countries tend to be more 

skilled at project design and presentation. Even where higher-income developing countries 

without aggregate food shortages submit projects for food aid financing that specifically 

address the needs of low-income groups, preference should be given, in allocation of the aid 

and especially of donor assistance in project preparation, to countries with low income and 

food shortages. This is not at all to say that serious attention should not be paid to project 

design and appraisal. For example, unless the food aid supply position changes drastically, 

a repetition of past donor-funded projects which provided cereal grains for subsidized animal 

feeds (used to produce foods consumed primarily by high-income consumers) should be no 

more acceptable for a very poor country than for a middle-income country. 

One further step which donors can take in the allocation process is to be particularly 

sensitive to potential conflicts between development objectives of food aid and other 

objectives, whether commercial (e.g., surplus disposal), political, or even hiumanitarian. 

While bad donor motives can produce good development results (and 'Ace versa), the 

stronger the emphasis on nondevelopment objectives, the more risk there is that conflicts 

with recipient production incentives will arise and that insufficient attention will be paid to 

them'z 
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We have seen that the disincentive risk of food aid is far more complex, and location 

and time specific, than some analyses have suggested. Even where there is an observed or 

likely disincentive effect, food aid should riot necessarily be reduced until these costs are 

weighed against the employment, nutritional, export, or other benefits.24 Food production 

is so important that a very heavy weight should be given to it, but to ask only, "Is there a 

(risk of a) disincentiw-- effect?" is to consider any drop in food production to be an infinite 

cost and to ignore entirely other benefits. One should hesitate before concluding, implicitly, 

that shifts from grain to non-food crops should never be encouraged or that the people of 

a given country are better off with, in effect, no loaf rather than, say, two-thirds of a loaf 

(even assuming that the reduction in domestic production was as high as one-third of the 

food aid provided). Similarly, food aid policies (relating, e.g., to its volume or stability) 

should not be determined merely on the basis of an assumed disincentive effect, without 

consideration of the costs to other objectives such as employment creation. 5 

Donors who are concerned about disincentive effects of food aid should be willing 

to provide non-food aid to assist recipients in easing the constraints on agricultural 

production. This means, for example, relaxing regulations on tying or local cost financing 

in order to provide what small farmers require, diverting fertilizer from developed countries 

during times of shortage, and supporting major land reform (which, as increasingly 

recognized today, implies a realignment of local and perhaps national political power and 

not just passing laws and setting up institutions). Assisting in relieving constraints on 

agriculture should not mean donor insistence on specific other agricultural assistance as the 

"price" for food aid, or on projects directly associated with agricultural assistance.26 

http:assistance.26
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Food Aid and the Neo-Malthusians 

Some critics have argued that in India and elsewhere food aid will lead to more rapid 

growth of population, more strain on scarce local and world resources, and ultimately to 

more starvation. While detailed consideration of this criticism goes well beyond the scope 

of this paper, there is general agreement among demographers and other social scientists 

studying the determinants of family size that this view, which provides an apparent moral 

rational for the denial for food aid, is demographically unsound. Family size is affected by 

a number of sociocultural facturs but is by no means as irrational or as biologically 

determined as many have thought in the past. In very poor countries children, who become 

net positive economic assets at a young age, are the best insurance against a disastrous 

reduction in family earnings through disability or old age. Contrary to the Malthusian view, 

birth raLes among the poor go down, not up, as their standard of living (which in the poorest 

countries means initially their standard of eating), rises.' While development leads to a 

transition period of sharply lower death rates before birth rates fall, and while the 

determinants of the pace of this transition are not yet fully understood, the sooner and faster 

the death rate declines the sooner and faster the birth rate will decline. If the donor nations 

were to withhold food during times of near famine, as some neo-Malthusians have actually 

suggested, the notnet effect would only be human misery but an increased economic 

rationale for poor families to take out more insurance by having larger families. Similarly, 

if less dramatically, where food aid can make a positive contribution to employment, 

nutrition, or other aspects of the development process, then holding it up on grounds of 

concern about pop.Jiation growth will lead to a slower demographic transition and a higher 
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growth and long-run level of population. This applies whether or not the country has an 

official, or effective, family-planning program. 

Comparable Disincentive Effects of Other qTes of Aid 

Most of the issues discussed above--of prices, policies, projects, etc.--are, with only 

minor modifications, relevant to all forms of aid, not just food aid. While the disincentive 

risks of non-food aid are more dispersed, and hence less readily apparent, all financial aid 

ultimately could (ceteris paribus) have thecretical negative effects on the prices of capital 

and foreign exchange and on savings and trade policies.28 But, as the previous discussion 

of food aid has made clear, the ceteris paribus assumption is entirely hypothetical. For non

food aid, as for food aid, it is up to recipient and donor to ensure that any disincentive risk 

is offset by using the aid as a basis for additional output and employment. In our 

observation, this disincentive risk, while a real one, can be handled in most cases and (as 

in the case of food aid) is far better appreciated by recipients and donors than was the case 

a decade or so ago. This observation obtains substantial support from recent contributions 

to the debate on the statistical effects of aid on savings and growth (discussed, in part, later 

in this paper). In any event, to single out food aid for criticism on disincentive grounds 

seems a case of the fallacy of misplaced concreteness. 

Effects on Employment and Income Distribution 

There are, of course, differences in the effects of food aid and other aid. On the one 

hand, the disincentive effects of food aid are felt in the food production sector, which is both 

vital and often relatively neglected. On the other hand, in several ways the distorting effects 

of food aid are more acceptable and have more side effects than that of other forms of aid, 

http:policies.28
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when looking at the demand side rather than just the supply side. This point is clearly 

brought out when comparing food aid with non-food aid which results in the import of 

additional capital and intermediate goods (i.e., the usual and conventional case of aid 

designed to lead to increased investment). Where non-food aid reduces the price of capital 

and foreign exchange there is an incentive for more capital-intensive and import-intensive 

methods of production. Where supplies of food are increased, and as a result food prices 

are lowered, this makes it pos ible to attain a given level of real wages at a lower level of 

money wages. Thus, there is an incentive for more labor-intensive methods of production 

or composition of output.' Also, unlike aid for capital equipment, food is not tied to the 

particular (generally highly capital-intensive) technologies embodied in equipment imported 

from developed countries. In the interests of employment policies, taking into account the 

bias toward capital-intensive technology inherent in the world distribution of R & D and in 

other prevailing policies of developing countries, it seems clear that the "distortion" 

introduced by food aid is in some respects less undesirable than that of conventional 

financial aid. 

A related point is that the lowering of food prices is likely to benefit the poorer 

sections of the population, both urban and rural. In low-income areas, such as South Asia, 

not onrly landless laborers but also a large percentage of small farmers are in fact net buyers 

of food, using purchases from cash incomes to supplement their own production. And in 

times of shortage it is thQ most nutritionally vulnerable groups who suffer most in 

interfamily and intrafamily food distribution. A lowering of the price of capital goods, on 

the other hand, will improve the relative position of the upper-income groups. Hence food 
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aid--assuming the same degree of "incentive" impact of food aid and financial aid--is likely 

to lead to more equal income distribution as well as to greater employment. 

Differences in Standards Applied to Food and Non-Food Aid 

Many economists appear to view food aid and non-food aid from remarkably 

different ,-erspectives. Most economists believe that aid recipients should use (non-food) 

aid receipts to increase investment, employment, and output in accord with a well-thought

out development plan and/or the signals provided by market forces; they would be horrified 

if the aid were used instead for short-term consumption increases or for low-priority 

development projects with an uncertain impact. Yet, paradoxically, because of a concern 

about disincentives and a lack of sufficient emphasis on how food aid can in fact add to 

employment and investment (and, perhaps, because of the particular association of food with 

basic human needs), many of these same economists urge that food aid virtually be required 

to be used for short-term consumption increases or for ad hoc "additional" projects not 

included as top priority in development plans. At the same time, food aid is criticized 

because it "benefits consumption instead of investment." While it is inconsistent to insist, 

implicitly, that food aid not be used for investment and to criticize food aid for not 

contributing to investment, both of these views, each apparently reasonably derived from 

valid policy concerns, are well established in the "conventional wisdom" of food aid. 

The latter criticism will appear much less impressive now than it did 10 or 20 years 

ago, in the great days of the "take-off' and the Harrod-Domar model (which is not to say 

that savings are not, or should not be, considered important). "Consumption," when it 

means, for example, improving nutritional levels of preschool children, may have a bigger 
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impact on future output than a good deal of what is included under the accounting category 

of "nvestment, as might the alleviation of near-starvation among adults (apart from being 

desirable in themselves). However, it is the argument of this paper that the justification for 

food aid need not lie solely or primarily in such humanitarian consumption uses but that 

food aid, balanced with non-food aid, contributes to increases in investment, employment, 

and output. 

There is also a rather paradoxical difference in the conventional views of the 

disincentive effects on recipient policy of food aid and non-food aid. The earlier discussion 

on India noted that there were a number of factors, apparently much more powerful than 

the effects of aid, which led to the Indian development strategy of, in the eyes of many 

Indian and other crit,.s, overemphasis on heavy industry and underemphasis on agriculture. 

But non-food aid to India was far larger than food aid and went primarily for support of 

industry (particularly because of the high proportion of non-project loans) and related 

physical infrastructure. Would it not be inconsistent to criticize food aid to India (or any 

country) on grounds that it led to underemphasis on agriculture in relation to industry unless 

one were prepared to criticize the much larger volume of non-food aid that went directly 

and indirectly to support industry?' Similarly, would it not be inconsistent to think that 

on the one hand recipients are sufficiently trustworthy to use (relatively) unrestricted forms 

of non-food aid responsibly but sufficiently untrustworthy that food aid should be minimized, 

or purposely made uncertain? And if recipients are not considered sufficiently trustworthy 

to use responsibly the relatively small proportion of their total investment resources they 



26 

receive from food or non-food aid, then how much hope is there that they will use domestic 

resources responsibly or accomplish much in their development efforts? 

Relationship to the Debate about the Effects of Aid on Savings and Growth 

While full consideration of the relationship of food aid to the broader debate on the 

general effects of aid on savings and growth is well beyond the scope of this paper, there 

are a few points worth noting here. 

1.Prices and policies. A key question underlying the debate is whether duress leads 

to better policy decisions (in agriculture or other areas) than when there is some breathing 

space (whether provided from a country's own resources or from foreign assistance). This 

involves considerations of risk functions and of noneconomic factors affecting decision 

making. The experience of food aid discussed in this paper shows how in practice more aid 

can lead and has led to both better and worse policies and greater and lesser local food 

production, depending on the circumstances. 

A given analyst's judgments on such questions is likely to be influenced by his views 

of human nature, essentially by whether he sees people, or countries, responding better to 

carrots or to sticks. Roughly analogous arguments have arisen over a number of other 

questions in the past--for example, whether efforts to help the poor within a given country 

will rob them of the initiative to undertake required self-help efforts. Prevailing views on 

such questions have changed considerably over the past century or so, because past models 

of behavior are now recognized as being incomplete in their understanding of the variety 

of factors that affect individual initiative and self-help. 
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Similarly, a conceptual model which looks at price or pressure-reducing effects of 

food or other aid alone, and does not consider risk as well as the range of other relevant 

policy, political, and other factors, risks misspecification and is likely to yield misleading 

conclusions. This is a particular problem for the several studies of the effect of aid which 

analyze somewhat disembodied sets of cross-section or time-series data without looking 

behind the data to see what specific policies or circumstances have produced extreme values 

which weigh heavily in least-squares regressions. 

Crises and, to a lesser extent, more gradual adversity often induce major changes in 

technologies, policies, and political systems. However (as the history of Europe between the 

two world wars demonstrates), these are not always changes for the better. In the case of 

food grain policy, such steps as enforced sales of food to the government at low prices 

appear to be rational risk-minimizing responses for a government intent on helping to keep 

up minimum food supplies in the short term to those with low purchasing power. Also, 

crises created by the purposeful withholding of food or other aid in times of need might 

produce less positive responses than crises caused by more impersonal economic problems 

or by the forces of nature. 

While there are no conclusive studies available to resolve this point, there is some 

qualitative evidence that provision of, or advance commitment of, aid tends to produce 

better results than the deniai of aid. Consider, for example, the circumstances surrounding 

the acceleration of economic growth in Korea and Taiwan.31 In a book devoted primarily 

to criticism of the effects of food aid in India, Shenoy points to a series of steps taken in the 

past few years, in response to a worsening food supply situation but in the absence of 

http:Taiwan.31
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significant amounts of food assistance, which have apparently reduced farmer incentives 

significantly. The reimposition of the wheat "zones" is a striking example. 2 (In a country 

as large and complex as India counterexamples can be offered to any proposition, but if 

Shenoy's past criticisms of the effect of food aid on food policy had been validated, one 

would not expect the relative deterioration of policy by Shenoy's own standards as the 

"crutch" of food aid was eliminated.) 

2. Statistical relationships among aid, savings, and growth. While the debate in the 

literature is unlikely ever to be resolved, a recent article by Stoneman on the effect of aid 

on growth and savings subjected the work of Papanek (who had criticized a series of articles 

which found a significant disincentive effect) to a searching criticism and reestimation which, 

nevertheless, strongly confirmed Papanek's major conclusions, particularly that aid 

contributes positively and strongly to growth with a higher productivity than that of domestic 

savings.3 3 Although not all aid is in fact saved, the percentage saved must be quite high, 

and the return from aid invested must be more than high enough to compensate for the aid 

used for consumption.' 4 Thus, when we have stated that the disincentive risk of food aid 

was about the same as that of other aid, this should not be interpreted as support for an 

argument against all aid. Food aid, with its visible effect on consumption, appears 

particularly vulnerable to the argument that aid loans reduce domestic savings (and thus 

future growth) because part of the loans finance consumption but all of the loans must be 

paid back. However, it appears to us tha the underlying principles of incremental analysis 

suggest that the consumptioa arising from a loan should be charged not to existing savings 

by to the loan itself.35 Domestic savings would be affected (reduced) only to the extent 

http:itself.35
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that (on a present value basis) the loan did not yield enough to finance its repayments.' 

This would appear to be unlikely. Even if Stoneman's and Papanek's findings of 

exceptionally high returns to aid were not to apply to food aid, the "grant element" (the 

weighted sum of loan and grant) in food aid is quite high, probably not too far below the 

87 percent grant element for all DAC aid in 1973. As Papanek notes, the portion of loans 

that result in investment need only be as high (ceteris paribus) as one minus the grant 

element for a loan not to cause a decline in domestic savings (even assuming the portion 

invested yields the average return of bavings, not the apparently average higher return of 

aid).37 In addition to repayment, internal transport, storage, and distribution costs must 

also be covered. On the other hand, as in the case of other loan aid, the repayment burden 

is eased by inflation and, in many cases, debt relief, or at least estimation of aid 

requirements on a net basis (i.e., when the World Bank or other donors estimate aid 

requirements for a given level of growth, allowance is made for funds required to service 

existing aid and other loans). This is not to say that many countries do not face serious 

debt-service problems today, due to a variety of factors including unfavorable trade balances, 

the hardness of terms of some past aid and of supplier credits, and inadequate new aid 

flows. 

More important, as discussed earlier, food aid can produce a substantial contribution 

to output and employment and to human-capital formation. In addition, incremental food 

consumption by the poor and hungry may in some circumstances have a high social value 

(i.e., in benefit-cost terms it should have a welfare weighting of more than one), and it may 

be socially optimal to use a part or all of a given food aid loan for this purpose. That 
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portion of food aid which substitutes for what would or optimally should have been 

imported from other sources (including the free exchange equivalent of the food aid) would 

be expected to have as high a return as found by Papanek and Stoneman for aid as a whole. 

In food-short economies this is likely to be the case for the bulk of food aid, except if a 

donor tries to "dump" excessive amounts of food aid on a given country, or if the commodity 

composition of the food aid is not related to recipient need. Even where food aid is 

excessive, the concern should be only for the disincentive effect--not for net development 

benefits. If the yield from all aid is equal to or above that of domestic savings (even 

including the aid lost to consumption) and if the present value of repayment and distribution 

costs are, say, one-third of the market value of the food aid, there is clearly a great deal of 

room for returns on food aid to decline (i.e., to lead to less investment or to less-productive 

investment) before it stops making a positive contribution to the present value of current 

and future savings. Therefore, we would expect food aid to contribute to growth and not 

to reduce savings, although quantitative analysis might well show a negative relationship 

between food aid and savings because of the accounting problem discussed above. 8 In 

addition, recent analyses of aid allocations and savings confirm Papanek's point that GNP 

per capita is negatively related to aid/GNP and positively to savings/GNP, so that aid/GNP 

and savings/GNP are likely to be negatively related, whatever the effect of the aid on 

savings;39 this would apply particularly to food aid, with its emphasis on poor food-short 

countries and disaster situations. 
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Burden Sharing 

We feel that we should not discuss the disincentive effect of food aid without also 

considering the question of burden sharing, because concern about burden sharing appears 

to underlie much of the importance placed on the disincentive issue, both in donor nations 

which are net food grain importers and, now that fox grains appear likely to be scarce and 

highly valued in world trade, in exporting nations as weii.4 To us, the key analytic point 

relevant to burden sharing is the at least partial additionaliky of food aid. With total aid 

from both exporter and importer nations grossly inadequate by any reasonable standard, 

with likely at least partial additionality of food aid, and with likely sound development uses 

for a gcod deal more food aid than is likely to be available (even though food aid is not 

quite as useful as unrestricted financial assistance), it seems to us that there is little reason 

why concern about burden sharing should stand in the way of expanding food programs. 

In fact it follows from one of the central points covered in this paper--the effect of 

price on supply--that if the cost of food aid to a given donor declines the amount provided 

is likely to increase. While it would be unfortunate from the point of view of donor 

countries if the desire to provide food aid resulted in inefficient high-subsidy agricultural 

policies, we are hopeful that, if recipient nations can be asked to deal successfully with the 

disincentive risks of food aid on their agricuitural policies, developed countries can be asked 

to deal with disincentive risks of food aid on their own agricultural policies as well. 

We recognize that burden sharing is not influenced solely by development 

considerations. Exporter nations have export and domestic price interests in urging burden 

sharing on food aid alone, as a kind of quid pro quo for providing large (or increasing) 
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amounts of food aid when prices are high. Importer nations have interests in not letting 

food aid bid up the price of their own food imports and would prefer aid increases to be in 

such a form that they can share more in the export orders. 

There appears to be little logical reason why burden sharing should be viewed as 

applying to specific commodities or categories. Still it is desirable (from the point of view 

of increasing aid flows) for net-importer nations to contribute to food aid so long as there 

is some significant additionality in the multidonor food aid programs to which they are 

contributing (not just in their own aid). Such additionality might come from increased net 

(food and total) aid from exporter nations, from net-importer "traditional" donors, or, 

importantly, from the new group of oil-exporting donors. There are some indications that 

the UN World Food Programme achieve such additionality. Other internationally-agreed 

programs may also do so. 

Concluding Note 

It would be unfortunate to pass up possibilities of partly additional aid, at a time 

when total aid is grossly insufficient, because donors cannot find a way to deal with the 

disincentive effect that would arise in some situations. Lower food aid punishes "innocent" 

governments (let alone innocent and hungry people) along with the "guilty." On the other 

hand, we do not at all mean that food aid (or more food aid) is automatically indicated in 

any given situation. Rather, there should be case-by-case analysis, hopefully to some extent 

jointly by recipient and donor, which should include the range of factors relevant to the risks 

and opportunities discussed in this paper. 
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Appendix 

The Price Effect of Food Aid on Food Grain Output in India 

We attempt here to consider the price and resultant production effect of food aid on 

food grain production in India. This is a difficult task, not just because the analytic and 

empirical issues are complex, but because it has become an accepted part of the "folklore" 

of food aid that it had a serious negative effect in India. Our standard of comparison is less 

or no food aid, rather than the same amount of aid, but in cash. While we think the latter 

would have been preferable, this issue raises quite a different set of questions from those 

considered here. 

While there is no single study available (or perhaps conceivable) that simultaneously 

takes account of all the analytic caveats raised by Bhagwati and Chakravarty"t and others, 

the analysis and implications of most of the numerous relevant quantitative studies appear, 

in our view, to point generally in the same directions, or at least to be reconcilable, although 

taking account of points raised in one study may change the specific conclusions reached in 

another. 

There are two multiequation econometric studies (of which aware) of thewe are 

effect of food aid on Indian agricultural production. Mann found that food aid resulted in 

a decline in production of about a third of the food aid. Still, Mann argued (as did Streeten 

and Hill, who used Mann's results) for more food aid on grounds, essentially, that two-thirds 

of a loaf is better than no loaf.4 2 However, a later study by Rogers, Srivastava, and Heady, 

covering essentially the same ground, added an additional equation estimating the effect of 

food aid on distribution of food grains through subsidized "fair-price" shops and found that 
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about 90 percent of the food aid resulted in additional such distribution; moreover, the 

subsidized prices included net increases in total food grain consumption, so that agricultural 

production declined by only 3 percent of the food aid provided, or a tenth of the loss 

estimated by Mann.43 But even this latter study did not take account of several factors 

affecting growth (in employment and output), which is important in itself and for its effect 

on future demand for foodgrains; the effect of the increased supply of this basic wage good 

on government policies affecting growth, improvements in the incomes (because of reduced 

food expenditures) and work capabilities of recipients of subsidized food, and (net) increases 

in incomes from acreage shifted from food grains to other crops. 

Moving from the results of multiequation models to a commonsense view of some 

of the relevant data presented in tables Al and A2, we see that large quantities of food aid 

(mostly from the United States in the form of wheat)" were provided from 1957 to 1971. 

(References to column numbers indicate table Al.) Let us take the years 1955/56-1957/58, 

during which period large-scale food aid was just commencing, as the base period, although 

during this period the favorable rainfall conditions raised prices above what they would 

otherwise have been (even allowing for the fact that most of the price effect of the very 

poor rains in 1957/58 were not felt until the following year; table A2, line 1). Relative 

prices fell below this base-period level (set at 100 in col. 7) in only 3 years of the food aid 

period, 1960/61-1962/63.' 5 Relative prices recovered sharply, well before the monsoon 

'failures of 1965 and 1966, and averaged 107.5 in 1964/65-1965/66. (This would not rule 

out a negative effect of food aid on relative prices in particular years, but it does answer the 

,.I 4_1, 
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criticism that relative food grain prices generally deteriorated during the food aid period and 

that food aid was a primary cause of this deterioration.) 

Between 1959 and 1965 net food imports averaged about 5 million metric tons 

annually, or about 7 percent of tota] ±et food grain availabilities (cols. 1, 4). Other things 

being equal, there would have beer a very sharp decline in the constant and relative prices 

of food grains, due to their relatively low price elasticity of demand; this is, in effect, what 

Mann's model, which carefully separates out the effect of income on food grain demand, has 

measured. But, as the results of Rogers et al. indicate, the potential price decline was 

partially offset by roughly equal net increases in government food grain distribution at 

subsidized prices (col. 5).47 Still, as the combined result of the food aid, increases in 

domestic production, and rises in other prices (particularly jute, but also, as might be 

expected during a period of intensive import substitution, manufactures), the relative price 

of food grains fell to an average of 95 for 1960/61-1962/63. The price of wheat, the 

commodity which accounted for most food grain imports, was hardest hit. 

It is difficult to move from prices to their effect on food grain production other than 

through fairly complex models. However, in an effort to do so, and to provide a double 

check on the results of Rogers et al., we calculated weather and time-trend corrected 

estimates of expected food grain yields (based on a regression equation estimated by 

Cummings and Ray)' to see if deviations from those expected yields could be explained 

by changes in relative prices (see table A2). Contrary to the view sometimes held, yields 

were not static prior to the Green Revolution, as shown in Cummings and Ray's weather



36 

corrected time trend and in Herdt's discussion of the importance of investment in inputs to 

reduce unit costs of wheat. 49 

The decline in production would be expected to be greatest in 1962/63 and 1963/64, 

following 3-4 years of relatively low food grain prices.s° Table A2, row 4, shows that yields 

were below expected levels for these years, although the deviations are too small to be more 

than indicative. The correlation, between yield deviations and previous 3-year average prices 

for the period 1958/59-1964/65 was only .06. (The correlation with the previous year's 

prices -.15, had the "wrong" sign.) Average yields during the 4 years when prices in the 

preceding year had been low (1960/61-1963/64) were +0.5 percent a expected yields 

(or + 1.2 percent including 1964/65, which was also preceded by several years of low prices). 

Overall, there is surprisingly little evidence of any systematic detrimental effect on yields, 

although yields in 1962/63 and 1963/64 may well have been affected. This result, which 

focused on the most affected years, tends to support the low price elasticity of supply for the 

major cereal crops found in several other, more complex studies covering a longer time 

period,5 and to support the result of Rogers et al. that food aid resulted in very little loss 

in domestic output. A similar analysis could be carried out for total output, although we 

have not done so. However, as is discussed subsequently, that part of shifts in total output 

which results from short-term acreage shifts between food grains and other crops may not 

be central to the long-term effect of food aid on production. Yield is, thus, a useful, 

although imperfect, measure of the impact of prices (since it serves as a proxy for the pace 

of modernization of agricultural practices). 
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However, as table Al indicates, other things were much less equal than the models 

of Mann or Rogers et al. implied. Industrial production picked up briskly from 1959 and, 

reinforced by the launching of the third 5-year plan in 1961/62, investment increased 

sharply, both at rates unprecedented before or since. 2 Per capita GNP grew at about 2 

percent annually, which, with the generally accepted estir'ate of about 0.5 for the income 

elasticity of demand for food grains in India, would have added about 1 percent per year 

to per capita food grain demand (cols. 8-10). 

Food aid did not cause the investment and industrial boom of the first half of the 

1960s, but it played a far from insignificant role by providing resources equal to 10 percent 

or more of gross investment in the Indian economy,53 by restraining real wages while 

growth in nonagricultural output and (to a lesser extent) employment were accelerating, and 

by offsetting the risk that the investment boom would seriously worsen the food situation 

in the inevitable years of low rainfall. As Morris put it, 'The British viceroy who said...'the 

Indian budget is a gamble on the monsoon' was giving expression to a most obvious 

proposition about Indian economic life." A multiyear government effort to accelerate 

growth, which because of leads and lags and adjustment problems cannot be readily turned 

on and off as food grain supplies vary, is an even greater gamble on several monsoons. We 

do not wish to overstate the role of food aid in the rates of growth achieved. But if the 

supply and price of food grains is an important constraint on growth, and if food aid 

provides both "insurance" against runaway prices in bad years and additional growth 

resources (of a sort which make up half or so of what is purchased out of wages), then it is 

quite likely that in the absence of food aid, government growth policies would have been 
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less expansionary and output and investment in both the public and private sectors would 

have grown more slowly.55 

Another important benefit from food aid was that from 1959 to 1965 food gradn 

supply averaged (fairly consistently) a bit over 16 ounces per day, 1 ounce more than the 

average in the preceding period (col. 6). This increase in food supplies helped improve 

nutritional status and the welfare of the poor. We think it also probably improved the 

relative position of the poor but recognize that there are many complex questions, well 

beyond the scope of this paper, involved here (e.g., the income status of those buying at 

"fair-price" shops and the complex effect of changes in food prices on various categories of 

the rural poor). We have not discussed the effects of food aid during the disastrous food 

shortage of 1966 and 1967, as we assume that this aid, at a time of record high food prices 

and near certainty of mass starvation, is not controversial.' 

With Streeten and Hill we think that in a few years food aid should have been 

stockpiled, rather than released quickly by the Indian government (or that more 

expansionary policies should have been followed in 1959/60-1961/62, if foreign exchange 

availabilities would have permitted. 7 The problem seems to have been one of timing 

rather than volume. In 1960/61-1962/63, the 3 years when relative food grain prices were 

under the base-period level, food aid averaged a little over 3 million metric tons; during the 

subsequent 3 years before the 1966/67 shortages, average food aid approximated double, 

but relative prices were up 5 percent over those of the base period. (Per capita availability 

was about the same in both periods.) However, the reduction of food aid in the latter part 

of the 1960s (partly because the United States offered less and partly because India did not 

.l,
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accept all that was available) and the much greater use of stockpiling to protect farmer 

incomes while production was increasing indicate that the Indian government is well aware 

of this point. 

So long as the short-term supply effect is substantially positive, to argue that food aid 

should have been lower because of adverse price effects requires the additional belief that 

these losses would not mostly have been made up by the subsequent extraordinary increase 

in food grain prices and shift to the high-yielding (agriculturally and financially) varieties. 

This would presumably not be the case for that part of the loss of food grain production 

which represents land shifted from food grins to other crops, since these could be shifted 

back. Rather, such a judgment would have to rest on production lost from that part of the 

resulting decline in investment in agriculture or slowdown in adoption of improved seeds 

and farm practices which could not also be reversed by the subsequent shift in relative 

prices. Offsetting that loss are the effects of the overwhelming portion of the food aid that 

was additional (combined with the effect of investment shifted to other sectors) on growth, 

and so on demand for and investment in food grain production. Thus, we wonder whether 

some (but by no means all) criticism of the price disincentive effect of food grains in India 

has not rested on an implicit assumption of an irreversibility (and perhaps asymmetry) of 

price effects. 

In sum, the expected detrimental price effect of food aid on Indian agricultural 

production was offset by increased subsidized food distribution and a low price elasticity of 

supply and, in the slightly longer rtn, by income-induced demand increases to which the 

food aid contributed. 



Table I. 

DATA 0.4 THE -21FECTS OF FOOD AMD 

Food 
GramGross Net Imports Government Supply per Relative IndustrialNet Food U.S. Domestic as Percentage Distribution Person per Price of Production GrossGram -Title I" Production of of Net of Food Day Food Growth InvestmentImports Food Aid Food Grams* Productiont Grains (Ounces) 	

NNP per 
Year 	 Gras: (%)§ Indexi Capitail() (2) (3) (4) (5) (6) (7) (8) (9) (10)
 

1955 .... 0.5 ... 
 70.7 I 1.6 14.8 92 8 ! 991956 ..... 1.4 0.2 69.3 2 2.1 15.2 103 8 102
1957 ..... 3.6 
 2.7 72.5 6 3.1 15.8 105 3 99
1958 .... 
 3.2 2.0 66.6 6 4.0 14.4 109 21959 ..... 	 1043.9 3.2 78.8 6 5.2 16.5 101 8 	 1031960 ..... 5.1 4.3 77.1 8 4.9 15.8 95 11 108
1961 ..... 3.5 2.3 82.3 5 5.0 16.5 93 91962... 3.6 	 100 1102.9 82.4 5 4.4 16.4 97 10 114 1091963. 45 4.2 80.3 
 6 5.2 15.7 100 8 131 113
1964 ... 6.3 
 5.4 80.7 9 8.7 16.0 109 9 131 1191965..... 7.4 
 6.4 89.4 10 10.1 17.0 106 9 142 1101966 .... 10.3 8.1 72.3 16 14.1 14.4 108 0 130 1091967 ..... 8.7 6.0 74.2 13 13.2 14.2 122196L 5.7 4.2 	 0 120 11795.1 7 10.2 16.3 
 I11 7 110 115
1969. 
 3.8 2.6 94.0 
 5 94 15.7 115 8 115 1211970 ..... 3.6 
 2.5 99.5 
 6 8.8 16.1 108 3 123 124
1971. 
 2.0 1.2 108.4 
 9 7.8 16.6 108 
 3 125 123
 

SOURCES.-To minimize problems of inconsistency of data, all data ha'e been taken or adapted from Shenoy, PL480 Aid and India's Food Problem(New Delhi: East-West Press, 1974), tables 2.4. 2.5. 8.2, 9.1, and A-2, except cols. 7 and 8. which are from Go'ernment of India, Eccnomic survey.INew Delhi: Governme it of India 1957-73), tables 5.2 and I.I. Shenoy's data are also from Government of India sources.NOTE.-Cols. 1, 2, 3,and 5 are in millions of metric tons.
* Agricultural year July-June, ending in the ,ear listed.t Net production is taken by subkracting the conentional rough estimate of 1212 for seed, feed, and waste from gross domestic productior

Icot 3).
' Food grain prices as a percentage of o~erall (N holesale) prices. Weekly average for the fiscal year April-March beginning in the year listed1955,56-1957/58 
= 100, but based on the Economic Surve s"1961-62 series.§ 1955/56-1957 58 = 100. but based on the 1952 53 series in the Economic Surveys. Data for 1969/70-1971/72 are extrapolations on the basis oannual 	growth in the Econoniic Surveys' 1961 62 3eries. 

Fiscal years: 1961,62 = 100: 1961i62 pricesFiscal years; 1955 56-1957,'58 = 100, but based on the 1960,61 series in the Economic Survevs. NNP turns down in 1965;66, a year before otheindicators, because NNP is based on estimates of current farm proauction, %khtle most of the effects of the major harvest, in autumn, are not felt o'other sariables (except, to some extent, price) until after the beginning of the next fiscal )ear, in April. 

Table 2. 

EX"ECTED VERsUS OBsER,,ED CEREL YIELDS 

1954- 1955- 1956-

55 56 57 

I. Effect of rainfall (expected yield/expected yield withnormal rainfall)' .............................. 99 100 97
2. Yield (pounds per acre)t ....................... ... 570 592
3. Expected yield:............................... ... 602 594 
4. Yield deviation (%) (100 X yield/expected yield -100)........................................ ... . ... ... 
5. 3-year average relative price of food grains (April-

March, 3 previous years) (1955/56-1957/58 = 100) ... ... ... 
6. Relative price of food grains (April-March, previous year) ........................................... ... ... 

1957-

58 

92 
502 
570 

... 

... 

... 

1958-

59 

100 
631 
633 

-0.3 

100 

105 

1959-

60 

101 
636 
648 

- 1.8 

106 

109 

1960-

61 

100 
672 
656 

2.4 

106 

101 

1961-

62 

100 
681 
666 

2.2 

102 

95 

1962-

63 

98 
651 
662 

-1.7 

97 

93 

1963-

64 

99 
675 
680 

-0.7 

95 

97 

1964

65 

101 
729 
703 

3.7 

97 

100 

- 1951/52-1968/69 average - 100. 
t Data from Cummings and Ray, p. A-166. 
: Cummings and Ray's estimating equation (p. A.167) was 

yield, 	= -839.58 + 26. 228r, - 0 12397r2 + I1 1161 
(6.165) (0 032) (1.124) R- 91 

when r, = an all-IndiA production-weighted rainfall index for year t; t - I in 1951/52; SEs in parenthees. 
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ENDNOTES 

1This article deals with food aid for development purposes and not, except in passing, with
the less controversial case of food aid for disaster relief or other explicitly humanitarian 
purposes. It deals only with food grains, which account for the bulk of food aid provided,
and not with cotton, milk powder, vegetable oils, etc., although most of the analytic points
made about the relationship of imports to domestic production are also applicable to these 
commodities. It does not attempt to deal with the range of other issues relevant to food aid,
such as optimal commodity composition, implementation problems, the concerns of 
recipients about the political risks of heavy dependence on food aid, or the need for greater 
access for the exports of the poor countries to the markets of the rich countries so they can
afford to meet most of their food and other import requirements from their own export
earnings. 
2See T. W. Schultz, "Value of U.S. Farm Surplus to Underdeveloped Countries," Journal 

of Farm Economics 42 (December 1960): 1031-42; H. W. Singer, M.R. Benedict, V. K.R. 
V. Rao, J. Figueres, and P. N. Rosenstein-Rodan, "Report by the Expert Group to the
Director General of F.A.O.," in Development through Food (Rome: FAO, 1961); and F. 
M. Fischer, "A Theoretical Analysis of the Impact of Food Surplus Disposal on Agricultural
Production in Recipient Countries," Journal of Farm Economics 45 (November 1963): 863
75. 

3Schultz, p. 1027. 

4In spite of his deep concern about the disincentive effects of food aid, Schultz (p. 1029) 
sees food aid used for building stocks as contributing to increases in domestic food 
production. Jones and Tulloch point out the need for food aid to be used to rebuild 
depleted stocks in developing countries (D. B. Jones and P. Ttilloch, "Introduction: Is Food 
Aid Good Aid?" ODI Review, no. 2 [1974], p. 2). 

5John P. Lewis has suggested to us that it is useful to think of the expansionary effect of 
food aid on employment and output as arising in three ways: from planned increases in 
demand; from closing a food demand-supply gap that was in prospect at existing prices (e.g.,
when weather conditions have been unexpectedly unfavorable); and from increments to food 
stocks which, by reducing the risk of excessive food-price fluctuations, reduce the risks of 
undertaking expansionary economic policies. The distinction emphasizes that it isnot always 
necessary or desirable to cause ex ante increases in the demand for food grains to make 
optimal use of food aid. 

6'The importance of this constraint and the consequent inadequacy of most traditional 
growth models which focus only on the savings constraint are discussed in J. W. Mellor,
"Models of Economic Growth and Land in FoodAugmenting Change Production," in 
Agricultural Policy in Developing Countries, ed. N. Islam (London: Macmillan Co., 1974), 
pp. 6-14. For a survey of Engel-curve data on the proportion of income spent on food and,
specifically, food grains, see K. B. Rogers, "Utilization of Food Aid in Economic 
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Development," Center for Agricultural and Rural Development, Development Report no. 
6 (Ames: Iowa State University, 1971), pp. 183-91. 

7N. Rath and V. S. Patvardhan, Impact of Assistance under PL480 on Indian Economy
(Poona: Gokhale Institute of Politics and Economics, 1967), p. 121. Seevers, in his sharp 
criticism of the food grain constraint on growth in employment as an argument for food aid, 
appears to be assuming implicitly that no additional non-food resources available from any 
source (G. L Seevers, "An Evaluation of the Disincentive Effect Caused by PL480 
Shipments," American Journal of Agricultural Economics 50 [August 1968]: 630-42. Putting 
aside the question of whether food-scarce economies can have slack resources which can be 
put to use if aJditional food is available, Seevers is apparently assuming, not unreasonably
from some points of view, that non-food aid should be taken as given, so that he does not 
consider the question of the balance between food and non-food aid. Donors, however, can 
obviously consider this question ex ante, thus forestalling the danger Seevers warns of, that 
"the full burden of restraining general inflation" (p. 636) would fall on food grains. Seevers's 
statement also assumes implicitly a near-zero elasticity of supply of exports, so that 
employment increases resulting from increased food supplies do not generate a part of the 
foreign exchange required for food imports. Finally, his criticism derives from his focus on 
the welfare of farmers only, not of society as a whole. 
8For a discussion of the major issues in determining the balance between food and non-food 

aid, see S. Chakravarty and P. N. Rosenstein-Rodan, '"he Linking of Food Aid with Other 
Aid" (Rome: FAO, 1965). 

9Development Assistance Committee, 1974 Review--Development Cooperation (Paris: 
OECD, 1974), p. 94. 

10Jones and Tulloch also judge that EEC food is likely to be at least partly additional (p. 

3). 

"1Mellor, pp. 15-17. 
12K D. Rogers, U. K. Srivastava, and E. 0. Heady, "Modified Price, Production and Income 

Impacts of Food Aid under Market Differentiated Distribution," American Journal of Farm 
Economics 54 (May 1972): 201-8. 
13L. Dudley and R. J. Sandilands, 'The Side Effects of Foreign Aid: The Case of PL480 

Wheat in Colombia," Economic Development and Cultural Change 23 (January 1975): 325
36. Their argument against wheat imports rests on the belief that the Colombian 
government, instead of subsidizing consumption of wheat (by importing it at the official 
exchange rate, which they estimate to have been overvalued by 40 percent), should have 
used a shadow price of 0.75 on domestic wheat production to determine wheat import levels. 
The net effect of this would have been a major increase in urban wheat prices (by an 
average of 20 percent). Although they state that "it is important to consider the total 
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benefits to Colombia from PL480"(p. 335), they mean, implicitly, not "total benefits" but the 
difference between their estimate of the grant element of the food aid loan terms and the 
shadow-priced value of output foie,6one from otherwise utilized domestic resources. They
do not consider at all the goals the Colombian government was attempting to pursue
through wheat imports--control of inflation, increases in government revenues, growth in 
employment, etc. As our discussion of the Indian case shows, the benefits of food aid 
outside agriculture can be quite significant. Also, the empirical basis for the assumed 0.75 
shadow price (for t1he total cost of the domestic wheat) appears slender in view of the 
crucial weight the analysis places on it. It seems odd that if farmers had such limited 
alternate uses for their land and labor they would show a price elasticity of supply as high 
as 2.05. (However, this is an indication of the need for broadening the analysis and for 
further empirical information, not for disagree nnent with Dudley and Sandilands's interesting
and useful demonstration of how shadow prices and import levels can be used as aspects of 
region-specific program to generate rural employment.) In addition, is it not playing down 
the importance of the Colombian government's own decision-making process and 
responsibilities to assume in the title ('The Side Effects of Foreign Aid") and in part of the 
analysis that it was the "terms of the agreements" (p. 336) of the one-third (initially one-halo 
of wheat imports financed by food aid which determined the government's wheat import and 
pricing policies? If one really believes in the implicit underlying policy model (which relies 
primarily on what one might call a high price elasticity of policy formulation), what does this 
imply for the ability of aid recipients to manage their own economies in general?
Furthermore, if domestic prices were too low and wheat imports excessive, should the 
authors (D and S) assume (in their calculation of the net benefits of food aid) that marginal 
cuts should or would be met initially by reductions in food aid, which does after all have a 
high grant element? Would it not make more sense for the larger volume of commercial 
imports to have been reduced instead? Can they have overlooked this point, or perhaps
confused the normal requirement in U.S. food aid agreements that "usual" levels of 
commercial imports not be cut with a requirement that future commercial imports be 
increased substantially over past ievels? For a very useful annotated bibliography on the 
price effects of food aid in other countries, and on many of the other issues considered in 
this paper, see H. Schneider, The Effects of Food Aid on Agricultural Production in 
Recipient Countries (Paris: OECD Development Centre, 1975). Schneider's summary 
presents findings generally quite consistent with those of this paper. 

14See, e.g., the discussion of the Indian 5-year plans in Bhagwati and Chakravarty, which 
also outlines the debate that ranged until well into the 1960s on the price responsiveness of 
Indian agriculture (J. N. bhagwati and S. Chakravarty, "Contributions to Indian Economic 
Analysis: A Survey," Amerian Economic Review 59 [September 1969]: 1-73. Also, see 
Upton for a discussion of some of the reasons agriculture was underemphasized in Indian 
development strategy (M. Lipton, "Strategy for Agriculture: Urban Bias and Rural 
Planning," in The Crisis of Indian Planning, ed P. Streeten and M. Upton [London: Oxford 
University Press, 1968]). 
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L5lslam and Mason make essentially the same point for Pakistan (N. Islam, "Foreign 
Assistance and Economic Development: The Case of Pakistan," Economic Jo ... 1 82 
[March 1972]: 502-29; E. S. Mason, "Economic Development in Pakistan and India," Center 
for International Affairs Occasional Paper 13 [Cambridge, Mass.: Harvard University]).
Islam indicates that food aid to Pakistan provided the margin of safety for the introduction 
of flexible new policy measures, away from direct controls, to stimulate agricultural 
production. Islam also discusses the disincentive, as well as incentives, provided by food aid. 

16A. Berg, "Famine Contained: Notes and Lessons from the Bihar Experience," in Famine. 
Nutrition and Relief Operations, ed. G. Blix, Y. Hofrander, and B. Vahlquist (Uppsala: 
Swedish Nutrition Foundation), pp. 121-22. 

17Lipton, p. 147. 

18H. Chenery, M. S. Ahluwalia, C. L G. Bell, J. H. Duloy, and R. Jolly, Redistribution with 
Growth (Londtsn: Oxford University Press, 1974), pp. 102-3. 

191n reference to projects, fungibility means that if a donor finances a project which the 
recipient would in any event have carried out from its own or other aid funds, then the 
donor's funds are, in effect, allocated however the recipient desires. This concept is 
discussed in depth in H. W. Singer, "External Aid: For Plans or Projects," Economic Journal 
75 (September 1965): 523-46. The same general point applies where the specific project is 
in fact additional to what the recipient would otherwise have done but where it is able to 
make compensating reductions in comparable projects. 

2OSinger et al., p. 85; S. R. Sen, "Impact and Implications of Foreign Surplus Disposal on 
Underdeveloped Economies--the Indian Perspective," Journal of Farm Economics 42 
(December 1960): 1038-39. 

21for example, some countries may be short of manpower available for program and project 
selection and design, or they may value the technical assistance and fairly rigorous criteria 
for project review and design which are implicit in project assistance from some donors. 
This might apply not only in countries close to the "least developed" stage, but where, for 
example, planning ministries see this as a way of improving the quality of projects submitted 
to them from other ministries or from regional or local authorities. 

22Development Assistance Committee, p. 94. 

23Press reports in early 1975 indicated strong reactions from the U.S. Congress and 
elsewhere to the very large proportion of U.S. food aid that went to Vietnam and other 
countries receiving large-scale political or military assistance from the United States. The 
significance of this large-scale use of food aid for political purposes goes, of course, far 
beyond the disincentive issue. It underlines the importance of not just comparing worldwide 
food aid needs (however estimated) with worldwide food aid provided, but of looking at 
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food aid needs and provision on a much more disaggregated basis and of finding politically 
feasible ways to assure that pressing developmental (as well as humanitarian) needs are met. 

24Consider the following quote from Mason, p. 64: PL480..."[in Pakistan] made possible the
freeing of the grain trade in 1960, the beginning of a buffer stock operation, and some 
s-abstantial changes in cropping patterns favorable to agricultural exports." He thus sees a
(niior) positive incentive effect on food grain policy and implicitly a disincentive effect on
food grain prices (relative to cotton prices), which he sees as a gain, not a loss. 

25Where food aid is provided as a part of a package for general development purposes, the 
efficiency of food aid will be increased if it is fairly steady and predictable, as in the case 
of non-food aid. Year-to-year variations in domestic production, and thus in the optimal
amount to be distributed internally, are better handled, for development and political 
reasons, by changes in recipient stocks than by variations in annual food aid (setting aside 
annual adjustments required to take care of shifts in short-term needs elsewhere). This runs 
counter to the recommendation made on several occasions (e.g., in Jones and Tulloch, p.
4) that food aid purposely be made unpredictable to minimize disincentive effects. That
recommendation does, however, remain reasonable where food aid is not provided as a part
of a total development aid package or where there are likely to be serious disincentive 
effects. 

26We do not consider here the often-discussed question of whether it is "better" to give food 
aid or aid for food production, primarily because, given the additionality of food aid, we 
think that this trade-off arises far more often in abstract discussion than in practice.
(Effective) aid for food production isclearly preferable to food aid, except under conditions 
of severe short-term shortages. 

27The application of these points to India is discussed in R. H. Cassen's forthcoming book,
tentatively entitled "Population and Development in India." As several studies have shown,
income distribution as well as the rate of economic growth can have an important effect on 
birth rates. If rising family welfare (measured in terms of income, food consumption, health,
education, etc.) leads to lower family size, then for significant reductions in birth rates the 
distribution of income (and government services) must be soequal enough that poor
families experience significant improvements in their welfare. Rapid growth with unequal
distribution that benefits pri:narily higher income groups, who already tend to have smaller
families, would not be exp.-cted to have as much impact on birth rates (see, e.g., J. E. 
Kocher, "Rural Development, Income Distribution and Fertility Decline," Occasional Paper
[New York: Population Council, 1973]; H. W. Singer, "Income Distribution and Population
Growth" [Institute of Development Studies, University of Sussex, 1973], to be included in 
a forthcoming UN volume of papers relating to the 1974 World Population Conference; W. 
Rich, Smaller Families through Social and Economic Progress, Monograph no. 7
[Washington, D.C.: Overseas Development Council, 1973]). The negative effect of
increases in family welfare on birth rates is not inconsistent with the positive effect of
income on birth rates noted in some studies when the effect on birth rates of the correlates 
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and consequences of income increases (such as more education, higher value of the mother's 
time, and reduced infant mortality) are disregarded by being held constant. 

287The theoretical disincentive effect applies to technical as well as capital assistance, in the 
sense of relieving the pressure for developing human and institutional resources. It is also 
applicable to non-market economies, although the disincentive effect would be felt through 
policies and programs rather than prices. 

29The net employment would be expected to be positive, even after allowing for some 
decline in demand for agricultural labor, because of the relative low price elasticity of food 
grain supply noted earlier. 

30The Development Assistance Committee (p. 87) reports that food aid was about 20 
percent of total "Official (Concessional) Development Assistance" during the period 1962
72). It is not feasible to determine what percentage of the remaining 80 percent went 
directly and indirectly to industry, but in most countries the majority of non-project aid or 
local-cost financing went to finance industrial imports, in addition to the generally smaller 
amounts earmarked directly for industry. We do not mean to argue here against non-project 
aid, to India or other countries. Whether non-project aid has a "negative" or "positive" effect 
on trade and industrial policy, in India or elsewhere, is a subject well beyond the scope of 
this article, although many of the relevant issues parallel the food aid disincentive issues 
discussed here. 

31G. Ranis, in Chenery et al. (n. 18 above), p. 290, states, regarding Taiwan: "The timely 
arrival of large quantities of programme aid at the end of the 1950s and early 1960s was 
doubtless largely responsible for providing the little extra buffering and reassurance for a 
system which had to be persuaded to head out on uncharted import liberalisation tracks...but 
we firmly reject the notion that aid was 'responsible' for Taiwan's good performance. 
Ratner, aid facilitated the policy changes required for the restructuring which could take 
place once the necessary local decisions had b-en made." While Griffin is in strong 
disagreement with this judgment of the effect of aic in Taiwan, he does not discuss such 
specific effects of aid on policy (K. Griffin, "An Assessment of Development in Taiwan," 
World Development 1 [June 1973]: 31-42). While he contends (p. 33) that "U.S. [food] aid 
is the second explanation for the retarded growth of agriculture," his data (p. 32) appear in 
fact to show that during the decade from the mid-1950s to the mid-1960s food aid tripled 
while the agricultural growth rate doubled. 
32 B. R. Shenoy, PLA80 Aid and India's Food Problem (New Delhi: East-West Press, 1974), 

pp. 278-93. For a discussion of the negative effect of the recent focd shortage (in relation 
to requirements for government distribution programs) on agricultural policy in India, also 
see W. Ladejinsky, "Wheat Procurement in India in 1974 and Related Matters," World 
Development 3 (February-March 1975): 91-111. 
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33C.Stoneman, "Foreign Capital and Economic Growth," World Development 3 (January
1975): 1-10; G. F. Papanek, '"he Effect of Aid and Other Resource Transfers on Savings
and Growth in Less-developed Countries," Economic Journal 82 (September 1972): 934-51,
and "Aid, Foreign Private Investment, Savings and Growth in Less-developed Countries," 
Journal of Political Economy 81 (January/February 1973): 120-30. 

34This was quite contrary to the expectations of those who had focused on the effect of aid 
on savings. For example, Griffin had postulated, apparently quite reasonably, that 
anticipated aid should be treated as in effect "permanent" rather than "transient" income, 
so that a country's normal marginal savings rate should be applied (K. Griffin, "Reply [on
Foreign Capital, Domestic Savings and Economic Development]," Oxford B1ulletin of 
Economics and Statistics 33 [May 1971]: 156-61). If the capital-output ratio is the same for 
aid as for savings (although Griffin postulated it to be higher), then aid would have been 
expected to have a return (as measured by its regression coefficient) under a third of that 
of savings (taking one-third as the high end of tho range of likely marginal savings rates).
(Griffin went on, somewhat inconsistently, to add aid "onsumed to total consumption but 
not to total income, and so ended up with a savings equation which purported to show "as 
surely as night follows day" that aid caused marginal saving rates to decline.) 

3"The same principle applies to the point raised by Stoneman (p. 13) regarding consumption
arising during the construction period of aid-financed investment activities. Short-term 
"borrowing" of domestic savings should not be confused with a reduction of these savings.
Rather, the costs of the short-term borrowing should be treated like other project costs. 
This borrowing cost would be relatively lower for food aid, which implicitly self-finances 
much of the additional consumption during this time "lag." 

'In addition, the (present value of the) amount required to repay the portion of aid used 
for consumption should be subtracted from gross, not net aid. The latter (which is the 
common, if implicit, practice) charges this year's loans with both their own repayment and 
payment of debt service on past loans. The cumulative effect of whether consumption from 
loans should be charged to domestic savings or the loans, whether the total amount of the 
consumption or the discounted present value of its repayment should be deducted, and 
whether the deduction should be from net or gross aid would together have a significant 
effect on one's view of the effect of aid on savings. 

37G. F. Papanek, '"he Effect of Aid and Other Resource Transfers on Savings and Growth 
in Less-developed Countries: A Reply," Economic Journal 83 (September 1973): 873. 
Stoneman's statement (p. 13) that even Papanek agreed that consumption from loans should 
be subtracted from savings is correct only with respect to loans which have no grant element 
(i.e., not to concessional aid) and which do not yield enough from the portion invested to 
cover total debt service costs. Even in such cases, it should not be the total amount of the 
loans which is subtracted from savings. 
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38The points made above on the need for a present-value analytic framework for 
considering the effects of consumption and repayment of loan proceeds and of the short
term interaction of food aid consumption and investment cannot be handled either by
conventional national-income accounting or by the very useful clarifying suggestions for 
national-income accounting made by Newlyn (W. T. Newlyn, "Comment on the Effect of Aid 
and Other Resource Transfers on Savings and Growth in Less-developed Countries," 
Economic Journal 82 [September 1973]: 867-69. Nevertheless, it is erroneous to draw 
conclusions about the effect of aid on savings when those conclusions may be telling more 
about the assumptions of the accounting system than about actual effects on the savings 
which would have otherwise occurred. 

39Development Assistance Committee, p. 169; R. F. Mikesell and J. E. Zinser, "The Nature 
of the Savings Function in Developing Countries: A Survey of the Theoretical and Empirical
Literature," Journal of Economic Literature 11 (March 1973): 1-26. 

4°There are other forms of "burden sharing" of food aid which we have not considered here. 
To the extent that the food used for food aid would otherwise not have been produced or 
would not have been offered on the world commercial market, and that the food aid 
replaces imports which would otherwise have taken place, other food grain exporters, 
including a (very) few developing countries, would suffer reductions in export earnings. 
Because of the inelasticity of demand for food grains, and the thinness of world grain 
markets, these losses could be substantial. Of course, reduced prices to exporters mean 
reduced costs to importers, which include a number of major developing countries. On the 
other banid, to the extent that the food used for food aid would otherwise have been offered 
on the world market, and that food aid is at least partly additional to other food imports, 
then exporters would gain, and importers lose, from the resultant higher prices. Both of 
these situations imply (short-term) surplus capacity at existing prices in exporter nations. 
Under conditions of worldwide shortage, food aid would presumably bid up prices, since 
offering fooo aid at concessional terms would increase demand at a time when short-term 
supply is extremely inelastic. To judge whether increasing prices in this fashion is a good
thing, one would have to compare welfare gains to those receiving food aid and to exporters 
with welfare losses to those who would have benefited from lower prices. The world was 
clearly in a situation of general shortage, for the first time in recent years, in 1973-74. For 
the future, even with much shorter world food supplies, there is likely to be some 
combination of the situations mentioned above in many or most years, with net results that 
will depend perhaps as much on political factors as on demand and supply elasticities. We 
leave it to others to try to sort out this burden sharing. 

41Bhagwati and Chakravarty, pp. 28-50. 

42j. S. Mann, "The Impact of Public Law 480 Imports on Prices and Domestic Supply of 
Cereals in India," American Journal of Farm Economics 49 (February 1968): 131-46; 
Streeten and Hill, "Aid to India," in Streeten and Lipton (n. 14 above), pp. 341-46. 
43Rogers, et al., p. 207. 
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"Food aid can have a distorting effect on food preferences, in relation to costs and to 
locally produced foods. For example, in some cases, high-cost, high-protein foods have been 
used in nutrition programs in areas which recent research has shown would benefit more 
from lower-cost lower-protein but higher-caiorie food. However, the shift in demand to (or
increased acceptability of) wheat encouraged by the emphasis on wheat in most food aid 
(i.e., in "PL480 Title I"sales from the United States) appears to have been desirable from 
a cost and nutritional point of view. This shift in demand/price/acceptability of wheat was 
useful when wheat production was increasing very rapidly in the late 1960s and also allowed 
the Indian government to buy a larger proportion of its recent large commercial imports of 
food grains in the form of wheat (which is significantly cheaper, in terms of both calories 
and protein content, than rice). 
45We do not consider here the complex question of what relative prices "should" have been,

which depends on such things as India's overall development strategy and on comparisons
with inte,'national prices (in itself a complex matter, in view of the size of Indian production
and consumption of grain in relation to the total volume of world grain trade.) Rather, we 
are looking here at what effect food aid had on relative prices and other variables, holding
constant the basic economic and political strategy and structure. Thus, we compare relative 
prices to a base period rather than to an "optimal" level. As in other comparable studies, 
we assume that changes in the wholesale price of food grains are proportional to changes
in prices received by farmers and that the changes in wholesale prices implicitly take 
account of such factors as stated procurement prices and actual implementation of 
government procurement programs. 

46Subsequently, with the monsoon failures of 1965-67, prices shot up under near-famine 
conditions in spite of very large food aid imports. The followed the Green Revolution 
period of increases in output of high-yielding varieties (HYV) of wheat, with consequent
reductions both in food aid and in relative food grain prices. In 1972 India was, briefly, self
sufficient in food grains, although subsequent events have shown that at least in years of 
poor monsoons India is still dependent on large-scale food imports. In fiscal year 1974-75,
although published data are not yet available, India is reported to have imported about 5.5 
million metric tons of food grains, about the average level of the first half of the 1960s. 
However, unlike a decade ago, only a small proportion was financed by aid and, with the 
large increase in grain prices, India was forced to spend a huge amount, perhaps $1 billion,
of its own foreign exchange for the balance. Had more food aid been available these funds 
could have been used to stimulate development. 

47One could argue that the regression analysis of Rogers et al. does not prove that the 
causality ran from the food aid to the distribution rather than from the distribution (need)
to the food aid. But this appears unlikely, both because there is little evidence that India 
could have received as much grain as it wanted during that period or that it would have 
imported the grain commercially (and carried out the same distribution program) in its 
absence. 
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48E. G. Cumrmings, Jr., and S. K. Ray, "1968-69 Foodgrain Production--Relative 
Contribution of Weather and New Technology," Economic and Political Weekly (September 
27, 1969), pp. A163-A173. 

9R.W. Herdt, "ADisaggregated Approach to Aggregate Supply," American Journal of 
Farm Economics .52 (November 1970): 512-20. 

-5Itappears more reasonable that a rational farmer would respond to a price expectation
based on a few years' recent prices, as J. Krishna and Rao (reported in Bhagwati and 
Chakravarty, n. 14 above, p. 39) found, rather than to the previous year's price, used by
Rogers et al. While the Cummings and Ray regression estimates suffer from not including 
a price variable (and thus risk biases in the estimates of the rainfall and time coefficients),
there should be no correlation between presowing price and rainfall, and at most only
moderate correlation between price and the time trend; and the estimates yielded are highly
preferable to the uncorrected data used in a number of analyses. We used Cummings and 
Ray's equation because of their careful aggregation and nonlinear treatment of rainfall, and 
consequent improvement in statistical fit, in comparison with linear models. 

51The estimate of Rogers et al. of 0.16 for the price elasticity of food grain supply is 
consistent with other results reported in Mellor (pp. 15-17) and elsewhere. Mann's estimate 
of 0.21 is in the same range. Herdt carried out a detailed analysis of the price elasticity of 
wheat supply, which showed by far the largest price declines, in the Punjab. Herdt points 
to pumpsets, fertilizer, etc., which (p. 519) "lower[ed] the cost of production per unit of 
output between 1951 and 1964" and "encouraged some farmers in the Punjab to achieve a 
rapid growth of output even though relative agricultural--non-agricultural responses were 
unfavourable. This is the hypothesized reason for the negative estimated supply elasticity
for 1951-1964." Thus, food aid apparently did not reduce the relative profitability of wheat 
over what it had been although it reduced its relative price. While higher prices would 
undoubtedly have increased production somewhat, Mellor's point on the low price elasticity 
of supply during cost-reducing technological change would suggest interpreting Herdt's 
results as indicating in part that (perhaps because of input supply or other constraints) the 
supply response would have been quite low (J. W. Mellor, "Agricultural Price Policy in the 
Context of Economic Development," American Journal of Agricultural Economics 51 
[December 1969]: 1413-19). Rath and Patvardhan had found, generally consistently with 
Herdt's results, that the "wheat price was relatively lower, during the period of imports
under PLA80" (up to 1961, when the period of their data concluded), but that there was 
nevertheless a "large increase in wheat production both due to increase in area and yield 
per acre" (n. 7 above, p. 156). their state-by-state production functions for wheat showed 
that "it is difficult to see any effect on [wheat production] of the large wheat-imports under 
PL480 through relatively lower wheat prices" (p. 165). Shenoy expresses very strong feelings 
about the negative effect of food aid on wheat and other food grains production. However, 
he relies on a highly simplified analysis which ignores most of the relevant literature on the 
points he covers--e.g., he does not build weather variations into his analysis of the effect of 
price on wheat production, although Herdt's results and Cummings and Ray's data point to 
the importance and variability of rainfall in the Indian wheat belt. In addition, his 
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interpretation on this crucial question of what happened to wheat production appears
inconsistent with his own data and analysis. For example, he states on p. 252 that wheat
production "did not rise significantly...during the [1956/57-1965/66] period except in years
of...bumper harvests in agriculture generally," but states on p. 49 that during this same 
period there was a "faster increase in wheat yields [than in] yields of other cereals." 
(Shenoy's data, appendix table A-i, show that wheat acreage rose as ivell during this period.)
Also, he concludes that per capita wheat production declined, by comparing 1956-57 (the
highest production year up to that time) with 1965-66 (p. 246), although he had earlier 
recognized that in 1965-66 yields were depressed by "severe drought" (p. 49). However,
surprisingly, Shenoy recommends a resumption in food aid, to fill "market deficits" (pp. 277, 
303). 
52While one could argue that this growth included a good deal of high-cost import

substitution, so that growth in value added in the industry sector would be lower if stated 
in international prices, the relative rate of industrial (and investment) growth would still 
probably be at its maximum during this period. 

53Shenoy (table 8.2) provides data which show that U.S. PL480 aid (which is primarily in
the form of food grains but also includes cotton, edible oil, and a small volume of tobacco)
financed 10 percent of total gross investment during the third-plan period when computed
at the official exchange rate, but 15 percent when computed at the Hong Kong "free market" 
exchange rate. 

'M. D. Morris, "What Is a Famine?" Economic and Political Weekly (November 2, 1974), 
p. 1855. 
55For a discussion of the link between increased food supplies (including food aid) and 

increased employment in India, see J. W. Mellor, "Accelerated Growth in Agricultural
Production and the Intersectoral Transfer of Resources," Economic Development and 
Cultural Change 22 (October 1973): 1-16. 

" But see Berg (n. 16 above) on the effect of the Indian government's use of food aid for 
famine relief in Bihar, and the earlier section of this article on food aid and the neo-
Malthusians. 

57Streeten and Hill, p. 346. 
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B Acquisition of Commodities in Developing Countries for Food Aid 

During the 1950s the USA supplied wirtually all food aid from its own stocks of wheat 
and other products. The greater part of such aid was provided on concessional credit rather 
than grant terms. The first major change in the organization of food aid came in 1963 when 
the United Nations World food Programme (WPF) was founded as the first multilateral 
programme concerned exclusively with food aid. It would provide an outlet for donor 
countries with surpluses too small or intermittent to sustain their own food programmes and 
allow others with resources other than food a means of supplying food aid. It was also seen 
as a way of mobilizing surpluses in other donor countries for use as food aid. So from its 
inception the WFP received donations in both cash and kind which were spent on food 
purchase: as well as on transport, administration and other associated costs of food aid. 
The more recent involvement of the WFP in purchases in developing countries, therefore, 
seemed a natural progr. ssion, given its commitments to actively promoting agricultural 
development, nutritional self-sufficiency and mobilizing surpluses. 

The first Food Aid Convention (FAC) in 1967 furthered opportunities for donors to give 
cash rather than food by establishing food aid commitments on the part of a number of 
donors who did not have commodities available for export. Prior to 1977/78 virtually all 
WFP purchases continued to be of wheat, mostly in developed countries. In that year WFP 
purchases included some 22,000 tons of rice and also coarse grains, marking the beginning 
of developing country purchases on an enhanced scale. Other donors also began to
"experiment" with triangular transactions. Then in 1979 two large-scale operations, relief 
for refugees on the Thai-Kampuchean border and the Zimbabwe "Maize Train", were 
launched which drew attention to the possible positive effects of triangular transactions. 

In April 1981 the Zimbabwe "Maize Train" operation began. The operation involved 
support from about 20 different donors, and it was the first cooperative, coordinated donor 
effort to support triangular transactions. Donations included expertise, cash and urgently 
needed equipment with which to improve :ransportation and logistics facilities as well as 
cash donations to finance purchasing of the maize. A major effort was undertaken to 
reconstruct transport and communications infrastructure. Nevertheless, severe transport 
problems were encountered during the Maize Train operation, largely arising because the 
maize was being moved through Mozambique, both for use there and for export by sea. 
Despite these problems, by the end of 1983 over 400,000 tons of maize had been delivered 
to 18 different African countries, for use in both emergency and development projects. 

However, the drought beginning to affect many other African countries did not leave 
Zimbabwe unscathed. In 1983 the quantity of maize moved on by the Maize Train fell. By 
1984 the government of Zimbabwe had decided that it was necessary to import maize. 
Outstanding Maize Train deliveries were deferred by mutual consent to be finally delivered 
in 1985, and then only after another bumper crop. The Zimbabwe Maize Train operation 
thus provided an early indication that even in African countries potentially more regularly 
in surplus, these supplies would not be wholly predictable. 
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The relative stability of production, and hence the continuity of export availabilities, is
the major difference between regular and non-regular exporter sources for triangular
transactions and trilateral exchanges.

Transient surpluses, coupled with time lags in negotiating and implementing triangular
transactions, can lead to partial or total cancellations of purchases. Export consignments 
may not be completed before poorer subsequent harvests result in a deteriorating internal 
food supply. For example, a purchase of 10,000 tonnes of white maize in Malawi for use
in Tanzania was made by the EC following Malawi's bumper maize harvest of 1984. 
However, movement of the maize did not begin until March 1986, due to acquisition and 
logistical problems, and by May 1987 only 8587 tonnes had been delivered. Meanwhile it 
became clear that the 1987 hai-vest in Malawi was gdiig to be very poor, so the government
began to restrict maize exports. By contrast, Tanzania experienced bumper maize harvests 
in 1986 and 1987 and so the imports planned in 1984/85 were no longer necessary. indeed 
by 1987 some donors were investigating the possibility of acquiring maize in Tanzania for 
use in Malawi, but did not purchase because of problems of pest infection. 

The WFP operations also illustrate the ad hoc nature of local purchases. Donors 
respond to periodic availabilities of local surpluses. During the 1980-86 local purchases
were made in 38 countries, but in only nine of these countries were purchases made of the 
same commodity in three or more years; and in only 11 countries were local purchases of 
any commodity at all made in more than three years. The few countries involved in local 
purchases on a more regular basis were in India and landlocked Nepal, Malawi, Rwanda
 
and Burundi.
 

The use of commodity acquisition, particularly from within SSA, as food aid has been 
justified strongly in terms of the developmental benefits to the "source" economy and the 
economic gains from stimulating regional trade. Yet these aspects of operations have 
received scant attention in the economic analysis of actual operational experiences to date. 
Donors have been largely reactive, responding to the short-term opportunities provided by
the changing supply situation rather than having longer-term regional trade strategies in 
mind. 

Many of these commodities appear to have been utilized in emergency operations. No
long-term commitments on the part of food aid donors to purchase commodities are made,
and there is no guaranteed outlet for agricultural surpluses in future years. But if
commodity acquisition operations in developing countries are to have a continuing and 
important role in fooO aid activities, then donors, in cooperation with potential source 
economies, ought to develop a coherent medium-term framework for the planning and 
organization of such operations. 

Source: Edward Clay and Charlotte Benson, "Acquisition of Commodities in Developing
Countries for Food Aid in the 1980s," Food Poliaj (February 1990), pp. 27-43. 
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Chapter 12
 

The Disincentive Effect of Food Aid:
 
a Pragmatic Approach
 

Simon Maxwell
 

The "disincentive effect" has been described as the "storm-centre" of the debate on 

food aid. However, the literature is inadequate: incomplete in its coverage; biased to ex

post analysis; and insufficiently well-rooted in the general literature on food policy. A new, 

pragmatic approach is defined which takes a broad view of disincentives to food security, 

acting through prices, policies, food habits and labour markets, at both macro and micro 

levels. 19 disincentive scenarios are identified and early-warning indicators suggested for 

systematic monitoring. The new approach is applied to three cases in Senegal, Ethiopia and 

Sudan. 

Introduction 

The "disincentive effect" has been described az the "storm-centre" of the debate on 

food aid.' There is a voluminous literature of spiralling complexity. Yet a review of this 

literature shows it to be inadequate in many respects: incomplete, with regard to its 

coverage of food aid commodities and uses; insufficiently well-rooted in the general 

literature of food policy; and biased to ex-post analysis, especially in countries with 

goodmanaging a variety of food aid activities, in circumstances where data ia poor and 

policy is changing fast. A new approach is needed. This paper sets out a pragmatic 

approach to the disincentive issue. The main conclusions of the paper are that a systematic 

approach to disincentive analysis is feasible even in difficult cases; and that focusing on the 
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link between food aid and food policy can help to ensure that food aid has positive, 

incentive effects. 

The literature on the disincentive effect was initiated by Schultz (1960) with the 

observation that if food aid were sold on the market, it would depress prices and lead to a 

loss of output. In the succeeding quarter century, the basic concept has developed and a 

good deal of empirical testing has taken place. A major review of the literature was carried 

out in 1979 by Maxwell and Singer. 2 This showed that the literature had divided into three 

streams, with the original focus on prices being supplemented by attention to agricultural 

policies and to labour markets. There was a subsidiary concern with the impact of food aid 

on food habits and a shift in taste away from locally produced commodities. The prict 

disincentive was the dominant issue, with empirical testing having evolved from simple time

series analysis to multiple equation economc-tric models incorporating differentiated 

markets. The general conclusion of the empirical work was that a price disincentive had 

mostly been avoided by an appropriate mix of policy tools, including demand expansion, 

price support to producers and differentiated markets to increase consumption.3 

Research since 1979 has contributed to disincentive concepts, measurement 

techniques and policy findings. As regards concepts, a recurrent theme of the literature has 

been that the potential for disincentives is in practice restricted by the way in which food 

aid is used. In the first place, much cereal food aid simply replaces commercial imports, at 

least in non-emergency situations: it cannot be held responsible for disincentive effects that 

would have occurred in any case as a result of commercial imports.4 In the second place, 

the literature has stressed that disincentives can be avoided if food aid is associated with 
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additional consumption, so that the depressing effect on prices of the additional supply of 

food is matched by the stimulating effect of extra demand. Additional consumption can be 

stimulated directly, by distributing food to hungry people; or indirectly, by increasing 

expenditure on poverty alleviation programmes.5 It is argued that a combination of 

measures along these lines can significantly reduce the risk of disincentives - although not 

the need to monitor for them and plan remedial action in case they do develop.6 Despite 

this focus on the circumstances in which disincentives may be avoided, recent research has 

continued to add new layers of complexity to disincentive analysis. There has been 

particular concern with the relationship between food aid, food policy and the overall 

development strategy.7 

Finally, the findings of disincentive analysis. As noted above, the established view 

in the literature is that food aid has the capacity to cause disincentive effects, but that these 

can be and often are avoided by government policy. This is a view confirmed in recent 

evaluations8as well as in recent literature , although Jacksonl hasreviews9 provided 

evidence of labour disincentives on particular projects. Clay and Singer conclude that "the 

debate on the past macro-economic and agricultural impact of food aid remains inconclu

sive...(however) massive disincentive effects do not seem to have occurred".11 

The development of the literature since 1979 has helped to broaden the geographical 

spread of disincentive analysis and strengthen the conceptual framework. Nevertheless, 

weaknesses remain and five of these are worth discussion. First, the literature is incomplete 

as regards the range of commodities and the uses to which food aid is put. 

Characteristically, the disincentive literature is concerned with US wheat, provided as 

http:occurred".11
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"programme" food aid for sale on recipient markets. In practice, food aid is far more 

diversified in commodities, sources and uses than the thrust of the literature would suggest. 

Over a quarter of food aid by value consists of non-cereal products (mostly milk powder and 

butter oil) and only a little over half is provided for sale: the rest is provided for emergency 

distribution or for use on food for work or supplementary feeding projects.' 2 The US now 

accounts for only 60 percent of total cereal food aid and most recipients receive food aid 

from several donors. A framework of analysis is needed which allows for multiple donors, 

a range of commodities and a variety of uses. 

The second weakness of the literature has to do with the treatment of different types 

of disincentive. The price disincentive has been well specified and well studied but the 

policy disincentive has not. Labour disincentives are barely treated and scant attention is 

given to the relationship between food aid, food habits and potential disincentives. 'lost 

important, a few studies deal simultaneously with all these forms of disincentive. A new 

approach should provide the opportunity to deal systematically with disincentives across the 

board. 

The third weakness relates to levels of analysis. The bulk of the literature deals at 

the national level with only passing recognition of the fact that food aid may have a 

disproportionate impact at regional or local level. This bias is redressed in the literature 

dealing with labour disincentives for food for work; but needs to be tackled more generally. 

The fourth area concerns the nature of disincentive analysis, which characteristically 

remains ex-post, linear, data-hungry and biased to countries with above-average food 

systems. Perhaps the most damaging defect of existing methods is the emphasis on ex-post 
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analysis, often using very long time series of doubtful reliability. An improved methodology 

should enable decisions to be made at the margin, based on concurrent analysis of the 

evolving food situation. 

Finally, it isapparent that the food aid literature has lagged behind the more general 

food policy literature in relating food indicators to some desired food policy frame. The 

precise content of food policy (e.g. the balance to be struck between food crops and export 

crops13) is likely to be controversial in most countries and there is no blueprint to be 

followed. Nevertheless, the food aid literature is beginning to recognize the benefits to be 

derived from the analytical methods of food policy analysis. 

The requirements for a new approach can now be defined. It should be 

comprehensive as regards commodities, uses and types of disincentive effect; range across 

levels of analysis; and provide food aid planners with a tool that can be used not only for 

ex-post evaluation but also for planning and managing new and on-going good aid activities. 

Most important, it should set individual food aid programmes in the wider context of food 

policy. This is not an impossible task, as we shall see. 

A pragmatic approach 

The purpose of this section is to present a practical approach to identifying the 

potential disincentive effects of different kinds of food aid in situations where data is poor 

and quick responses are needed. The task is approached in three steps. First, the 

theoretical literature of food aid is summarized in the form of 19 "scenarios", statements 

about the different ways in which disincentive effects might appear. Secondly, an "early 

warning" indicator is suggested for each scenario, to provide a practical tool for day to day 
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monitoring of disincentives. And thirdly, some suggestions are made about the more
 

detailed analysis that is necessary if a causal link is to be established between food aid
 

deliveries and apparent disincentives.
 

Definitions and taxonomy: "disincentive scenarios"
 

As the literature shows, the term "disincentive" is used in different ways. It can refer 

to a negative impact of food aid on (i) the production of the particular commodity being 

supplied as food aid; or (ii) food production more narrowly; or (iii) agricultural production 

as a whole. 14 In some recent literature, the term "disincentive effect" has been taken to 

refer not just to agricultural production but to food security more widely, including both 

production and consumption aspects. Furthermore, the negative impact may either be 

localized at the site of a particular food aid project ("micro-disincentive") or felt on a wider 

scale at the regional or national level ("macro-disincentive"). Finally, any disincentive may 

be short term, lasting only as long as the food aid project; or long term, reflecting 

permanent damage to agricultural production. In principle it seems right to take the most 

general view: disincentives should be avoided for any aspect of agricultural production or 

food security at any level of analysis and for any time period. 

A "disincentive effect" can take various forms. The four main types discussed in the 

literature act through: (i) prices, both in completely free markets or, as in more commonly 

the case, in imperfect markets with different degrees of Government intervention; (ii) 

policies, in the sense that Governments are led by food aid to neglect agriculture or other 

aspects of food security; (iii) food habits, where food aid is said to cause food preferences 
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which lead to greater import dependence; and (iv) labour, where food aid may disrupt 

labour supply to agriculture. 

Disincentives can manifest themselves in different ways and their diverse nature 

makes them difficult to model comprehensively. 15 They can, however, be presented in 

narrative form, as a series of disincentive "scenarios". A list of 19 such scenarios is provided 

in Figure 1,working through prices, policies, food habits or labour at both macro and micro 

levels. 

The list of scenarios is fundamental to the analysis of disincentives. Scenario I is the 

classic "Schultzian" disincentive whereby food aid issold on the market, supply increases and 

prices fall. It is modified, however, to take account of the notion discussed earlier that there 

is an optimal price above which price falls do not matker but below which they may cause 

a disincentive. The free market implicit in this scenario is uncommon, so scenarios 2 and 

3 allow for the intervention of a public procurement agency. Scenario 4 allows for the 

possibility that food aid may cause a price disince.-,.ive even without being sold, if it 

contributes to the overhang of stocks; and scenarios 5 and 6 allow for the possibility that 

food aid might disrupt inter-regional food trade. In all these cases, the indicator is not a 

price fall in isolation, but a fall below the 'right' price. 

Scenario 7 is the classic policy disincentive, broadened to include not only agricultural 

production as a dependent variable but food security more generally. Implicit in this 

formulation is the notion that food aid should contribute to long term food security 

objectives. Scenarios 8 and 9 deal with food habits and labour markets, allowing for the 
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possibility that food aid may distort food markets or labour migration patterns at the 

national level. 

Scenarios 10-19 move from the national level to the project of "micro" level, which 

may be a single village or as large as a region. Prices may be affected and may fall below 

the optimal level because food aid recipients sell part of what they receive (Scenario 10), 

buy less than they normally would (Scenario 11), or sell more than usual of their own 

production (Scenario 12). Stocks (Scenarios 13 and 14) are more likely to be held in private 

hands, often at household level. An important set of micro-disincentives works through 

labour, with food aid having the potential to compete with local agriculture (Scenario 17), 

create a "food dole" (Scenario 18) or force wages above reasonable levels (Scenario 19). 

It is worth making the point that these scenarios are not all equally likely and that 

different kinds of food aid are likely to be associated with different kinds of disincentive 

risk. Thus programme food aid for sale through the public distribution system is more likely 

to have adverse effects acting through the first half of the list in Figure 1; whereas localized 

food for work is more likely to work through the mechanisms identified in the second half 

of the list. 

Early warning indicators 

The second step in the analysis is to identify an indicator for each scenario, so that 

planners an project managers will have early warning that a disincentive may be beginning 

to develop. The market price of basic staples might be one such indicator: if it remained 

above the guide price, there would be no need for concern over price disincentives; but if 
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it fell below the guide price, so that a disincentive might occur, it would be necessary to ask 

whether food aid were responsible and what might be done. 

Preparing a list of "key indicators" presents problems that are both conceptual and 

practical. The conceptual problems derive from the underlying volatility of cereal and 

labour markets and from the lack of consensus on what constitutes an optimal policy for 

agricultural development and food security. In the case of cereal markets, for example, not 

only do prices vary markedly from place to place, from one part of the year to another and 

from year to year; but it is right that they should do so, to teflect changing levels of supply 

and demand, remunerate traders who move food around the country and provide incentives 

for inter-seasonal and inter-annual storage. 6 A single indicator price would therefore be 

misleading, too low in some periods, too high in others, either oncealing a potential 

disincentive or indicating a threat where in reality none existed. The solution may therefore 

be to provide a range of prices. 

Where this range should be located is another conceptual issue. Neo-classical 

economic theory would suggest that the "right" price, on average, should be close to 

international prices, adjusted for the costs of trade: this meaats that for importing countries 

or regions, the price would be set at the level of import parity; for exporting countries or 

regions, it would be set at the level of export parity.1 7 However, pricing policy based on 

these principles has been criticized as having adverse distributional consequences and isvery 

difficult to apply in isolation when there are many other distortions, such as an over-valued 

exchange rate, affecting the economy.' 8 In the table, below, the starting point is the import 
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parity price at the shadow rate of excharge; but, as the Ethiopia case study will show, the 

indicator cannot be applied mechanically. 

Similar conceptual problems arise in the case of indicators for a policy disincentive. 

Here the task is to specify indicators of a satisfactory food security policy which covers the 

production, marketing and consumption of food. If a food strategy with specific targets has 

been prepared, this task may be straightforward; otherwise, indicators will have to be 

defined. The literature reviewed earlier suggests that these will include government 

expenditure on agriculture, inter-sectoral terms of trade and the establishment of specific 

food security interventions such as public works and targeted nutrition programmes.1 9 

Finally, there are conceptual problems in defining an indicator for labour 

disincentives. If the labour market is disripted by food aid, then the effect should show up 

in wage rates. However, there also vary seasonally and inter-annually, in both nominal and 

real terms, being higher during the harvest period than in the dry season and higher in good 

years than in bad years. There is also the problem that what might look like a 

disincentive (higher wages) is a desirable factor for agricultural labour. In the table below, 

the historical trend of real wages is suggested as an indicator. However, such a trend will 

clearly require careful interpretation. 

Turning to practical issues, the key difficulty lies in the availability of recent and 

accurate statistics. The availability of data on aggregate food aid flows is a major problem: 

in Senegal, for example, a comparison in 1986 of data series produced by five different 

organizations showed discrepancies of up to 100% in individual years.20 Similarly, detailed 

price data may be unavailable or unreliable: again, in Senegal in 1986, the official retail 

http:years.20
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price index did not include the price of the basic staple, millet.21 In response to problems 

of data availability, the procedure outlined below focuses on the smallest possible number 

of indicators, selecting those most likely to be available. This has the added advantage that 

fii'st stage disincentive monitoring can be based on a few simple indicators. 

Putting these principles into practice produces the summary of key indicators 

contained in Figure 2. Here, a key indicator is given for each of the 19 scenarios listed in 

Figure 1. A.reference point and limit of acceptability are also given for each indicator. The 

number of indicators has been kept to five, three of which have to do with food prices, one 

with wage rates and one with overall movement in food policy. The reference points are 

as described above, with limits of acceptability that are essentially arbitrary. It should be 

stressed that his table is highly speculative and that it will need to be adapted to particular 

country or project situations. Nevertheless, it does provide a basis for initial monitoring, as 

will be seen in the case studies below. 

Casual relationships 

If the key indicators suggest a potential disincentive, the question arises as to whether 

food aid is responsible. Causality is often hard to establish, for example, a fall in prices 

may result from a combination of Government policy, the size of the harvest, traders' 

expectations and, perhaps, the availability of food aid. How are food aid managers to know 

whether food aid is contributing to disincentives? 

The first and, in the end, the only definitive answer to this question may be found 

in the scientific literature on food aid, where causality is established by constructing testable 

hypotheses and applying statistical tests. As noted above, the statistical techniques available 

http:millet.21
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are becoming increasingly sophisticated and in many cases require implausibly large amounts 

of data. Nevertheless, simple regressions or correlations may be feasible and illuminating. 

For example, simple regression analysis was used in Ethiopia to explore the relationship 

between additional food aid and commercial food imports. 2 

If statistical testing proves not to be possible, then the second answer to the problem 

of establisl:rng causality is to use less formal methods. These may still be based on 

quantitative data but will rely not on formal modelling but rather on a systematic review of 

the evidence and on the analyst's careful judgement as to the balance of probabilities that 

specific hypotheses about the role of food aid are correct. Non-formal but resolutely 

rigorous analysis is characteristic of the checklist approaches reviewed in Section 1. It is the 

approach used of necessity in the case studies that follow. Rapid rural appraisal will have 

a part to play in non-greater beneficiary participation in monitoring and evaluation.2 

Disincentive analysis in practice: 
three case studies 

The method described in the previous section is intended to apply across countries, 

including those where food systems are rudimentary, data is poor, Government policy is 

uncertain and variable and food aid is being received from a variety of donors for a variety 

of purposes. The three brief case studies in this section draw on more detailed country 

reviews for Ethiopia and Senegal that were prepared at an earlier stage of researc. " ' 4 and 

on more recent work of food policy issues in the Sudan. 5 The case study from Ethiopia 

deals with local price disincentives; that in Senegal with macro-policy disincentives; and that 

in Sudan with changes in taste. The focus is on the value of the early-warning indicators 

and the systematic analysis of potential disincentive scenarios. 
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Ethiopia, Senegal and sudan meet most of the requirements for a difficult test of the 

disincentive methodology, but otherwise provide contrasting cases. Thus, Senegal is on 

average only 50% self-sufficient in cereals, with large imports of rice and wheat, mostly, but 

not exclusively, for urban consumption; food aid has typically provided less than a quarter 

of total imports. Ethiopia is much closer to total cereal food self-sufficiency, averaging 95% 

before the drought in 1984/85; however, food aid provides over 80% of total cereal imparts. 

Sudan has a large exportable surplus of sorghum in most years, but wheat accounts for about 

20% of total cereal consumption and over 80% of this is provided by aid. 6 

Price disincentive: Ethiopia 

The first case study is concerned with possible price disincentives immediately 

following the 1984/85 drought in Wollo region. Wollo received a substantial share of the 

1.2 million tons of cereals shipped to Ethiopia in the emergency year, 1984-85, and 

continued to receive food aid for both development purposes and emergency relief in the 

following year. Relief needs for a total of 1.9 million destitute people in Wollo were 

estimated at over 300,000 tons of food in 1986 and in addition, 23,000 tons of food were to 

be provided for developmental food for work. At the same time, however, food production 

recovered dramatically in the growing season of 1985, with national cereal and pulse output 

estimated to hav, increased from 4.3 million tons in 1984/85 to 6 million tons in 1985/85, 

only slightly below trend. The combination of a large cereal harvest and very large food aid 

distribution posed a clear risk of local price disincentives, corresponding to scenarios 10-13 

in Figure 1.27 

J~ 
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Figure 3 provides the local price data required as a disincentive indicator. The dat.' 

cover sorghum prices in the Woldia market for a normal period (1981/2 - 1983-4) and for 

the period January 1984 - February 19860g. All these ceries are incomplete but they show 

a generally rising trend, superimposed on a seasonal movement which takes prices to a peak 

between July and September, before the beginning of the harvest in October. The very 

marked increase in prices during 1984 and the first half of 1985 is notable; also the 

extremely rapid decline in prices from the peak in August 1985 of over EB 200 per quintal 

to the trough in December 1985 and January 1986 of below EB 60 per 100 kg quintal 

($US = EB 2.07). This is still above the normal price for the time of the year but is very 

much below the price for the previous year and does not allow for inflation over the five 

year period since 1981/2. It could therefore be considered prima facie evidence of a price 

disincentive effect. 

Figure 4 provides additional information. Superimposed on the original chart are the 

Agricultural Marketing Corporation purchase price for 1985/6 of EB 23 - 27 per quintal and 

the 1985 import parity price fcor Wollo, calculated for a range of shadow exchange rates. 

It can be seen that the free market price at its lowest was still more than twice the AMC 

purchase price;9ho ever it had entered the range of import parity prices, being below the 

highest import parity but 91bove the lowest. It seeins reasonable to conclude that the price 

of sorghum in the Woldia market 1'ad declined extremely fast and had reached levels where 

it might be beginning to fall below the right price as represented by import parity. In this 

sense, the warning lights were flashing. 
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The urgent question facing food aid managers was whether food aid was responsible 

for the price fall and if so what should be done about it. In theory, it would have been 

possible to construct a model relating food prices to production, marketing behaviour and 

alternative uses of food aid, but none of the required data was available. It was therefore 

necessary to have recourse to non-formal methods. There was strong circumstantial 

evidence from talking to key informants in Wollo that very large distributions of food aid, 

particularly as emergency relief, contributed to the fall in grain prices in late 1985. Over 

the country as a whole, prices appeared to have fallen fastest in areas where food aid 

distribution was largest.' This of course did not mean that emergency relief was not 

required in Wollo during the period: clearly, many destitute families needed help. However, 

relief in kind using imported food would not be appropriate if it were to have negative 

effects on local markets. The solution, therefore, was to support simultaneuusly both local 

markets and the food entitlements of poor families by using aid money either to buy food 

locally for free distribution or to fund cash for work. With local markets being volatile, 

there would have to be flexibility between food and cash. However, a graduated shift from 

food to cash did seem the best way to avoid disincentives.31 

Policy disincentive: Senegal 

The second case study is concerned with the possible relationship in Senegal between 

increasing food aid on the one hand and, on the other hand, poor food and agricultural 

policy leading to low growth, increasing import dependence and very high levels of 

malnutrition: scenario 7 in Figure 1. 

http:disincentives.31
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The facts are easily stated. On the one hand, cereal food aid tripled between the 

early 1970s and the early 1980s, averaging over 50,000 tons p.a. in the latter period and 

accounting for around 5% of consumption. On the other hand, the agricultural growth rate 

was low at only 0.3% p.a. (1973-83), national food self-sufficiency declined to under 50% 

in the 1980s and malnutrition rates were high. Furthermore, and corresponding to the key 

indicator in Figure 2, poor Government policy had played an important part in the failure 

of the food sector, along with deteriorating terms of trade and recurrent drought. For 

example, income distributiot was poor, agriculture accounted for only 14% of Government 

investment in the 1970s and the sale of imported cereals at subsidized prices might have 

affected the market for local cereals. 32 The question for food aid managers was whether 

food aid was in some way responsible for this poor performance; and if so what remedial 

action might be taken. 

These questions were addressed in late 1985, 33 testing food policy in Senegal against 

the indicators discussed in Section 2. The main finding was that improvements had been 

made on the production side, so that the policy framework was conducive to faster and more 

equitable growth; but that adjustment measures taken since 1979 had undermined the food 

entitlements of the poor and created a crisis of consumption. 

The economic crisis had been tackled by a series of adjustment programmes, notably 

the Plan a Moyen terme de Redressement Economiqt:e et Financier (PREF) of 1979. In 

1984, this had been complemented by a new agricultural policy, the Nouvelle Politique 

Agricole : . The main orientations of the policy were summarized in the press as "Moins 

et Mieux" (better and less). The document noted that the rural development parastatals had 
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become authoritariansand directed that they should become "souple et leger". Markets 

were to be liberalized. The policy document did not set out precise targets for the share 

of investment devoted to agriculture. It noted, however, that government support to 

agriculture had risen by an average of seven per cent per annum over the period 1977/78 

to 1982/83. the policy aimed anIn output terms, new at improvement in cereal self 

sufficiency from only 50 per cent in the early 1980s to 75 per cent by the year 2,000. 

Following the publication of the NPA, a free market was introduced for millet, the 

main domestic cereal, subject to a Government-supported minimum price. In the case of 

rice , the government continued to control imports, but the retail price of rice more than 

doubled and by 1985, rice was being sold above world market prices, generating a profit for 

the government of 20 - 25 per cent. In the case of wheat, imports were again controlled and 

the price of flour was increased by approximately 25 per cent in October 1985, turning a 

subsidy of approximately 10 per cent into a profit of approximately the same percentage. 

All this led to a favourable conclusion about the then role of food aid in Senegal as 

far as production was concerned. Maxwell concluded that "under the present policy regime 

prevailing in Senegal, food aid cannot be held responsible for major disincentive effects. 

This is true even though food aid is associated with a food system that is markedly import 

dependent...".36 

However, the policy framework was seen as containing a major flaw in failing to take 

account of the impact on consumption of cuts in government expenditure and iicreases in 

the price of basic staples. A case was made for targeted food or nutrition interventions 

funded from food aid counterpart funds. In its simplest form, this could be done by 
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devoting part of the resources of the common caunterpart fund which already existed to the 

purpose. In a larger scale, it would be possible to think of expanding cereal shipments to 

Senegal, with the dual purpose of providing balance of payments relief and funding targeted 

nutrition interventions. A policy recommendation for food aid donors was that they should 

provide as much wheat and rice as possible to Senegal, ensure that this was sold at a 

premium price and devote the resources to supporting the production and consumption of 

local staples. 37 

There is a postscript to the analysis of food policy in Senegal, in that riots in the 

spring of 1988 led the Government to reduce the price of staple cereals. This led to the 

cancellation of a programme initiated by France use food aid counterpartto funds in 

support of processing local millet because imported rice became cheaper than processed 

millet.38 This seems to indicate the emergence of a disincentive, although not necessarily 

one caused by food aid. Clearly, monitoring needs to be continuous. 

Change in food habits: Sudan 

The final case study deals with the possible impact of food aid on food habits in 

Sudan: scenario 8 in Figure 1. The country shows a clear trend to increasing consumption 

of wheat, the share of which rose from 10% of cereal consumption in 1970/71 to over 20% 

by 1986/87. At the same time, total imports rose from about the same level as domestic 

production to something like four times domestic production, so that by the end of the 

period, the country was over 80% dependent on imports. Food aid provided some 85% of 

imports. 39The scenario, then, is one in which food aid is associated with increasing 

http:millet.38
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consumption of an increasingly exotic commodity, with the clear potential for disincentives 

to local cereals. 

In order to trace whether food aid is responsible for increasing import dependency, 

Figure 2 identifies the price of wheat as the key indicator, with the import parity price as 

the reference point. If wheat is sold at the import parity price, or even higher, as was the 

case in Senegal in 1985, than taste changes and the resulting shift in consumption might 

occur even without food aid.40 If, however, food aid wheat is sold below the import parity 

price then taste changes are more likely to occur. 

In Sudan, wheat and flour distribution are controlled by the Government and bread 

is sold at a subsidy. The total budgetary cost of the subsidy in 1987/88 was nominally 

LS262m ($US1=LS2.50), the equivalent to 7% of revenue.4' However, the fact that most 

imported wheat was in the form of free or subsidized food aid protected the budget from 

the cost of the subsidy:42calculated that the government actually made a profit of some 

LS80m p.a. on its wheat account. 

Whatever the budgetary implications of the wheat subsidy, the net effect of providing 

cheap bread has been to change the relative prices of basic staples in Sudan. Comparing 

the price of bread with the price of sorghum, 43 calculated that the real price of bread fell 

by 60% between 1970/71 and 1984/85: more than 30% of the observed increase in the per 

capita consumption of bread during the period could be explained by this deterioration in 

the relative price of bread. Thus, a substantial part of the increased dependency on wheat 

imports can be explained by the food aid financed cheap bread policy. The policy would 

not be sustainable without food aid. 

http:US1=LS2.50
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Of course, this is not a necessary outcome of providing wheat aid. As IDS notes, "the 

underlying problem may not be consumption of wheat per se, but the fact that it is 

subsidized, with consequent losses to producers and the government budget".' Options fc" 

the Government include raising the price of bread to "economic" levels, raising other taxe:. 

to cross-subsidize cheap bread, replacing the generalized subsidy with a targeted subsidy, or 

substituting sorghum for wheat in bread. A combination of these is likely to be pursued, 

with the active support of donors anxious to avoid further disincentives. 

Conclusion 

The three cases illustrate food aid at work in very different circumstances; yet the 

conclusions are strikingly similar. It is clear in all three cases that sophisticated econometric 

analysis is infeasible: data is either unavailable or unreliable; the policy environment is 

unstable; and food aid programmes themselves are highly hetrogeneous. Furthermore, 

econometric analysis would be unlikely to give the guidance on fine tuning that is necessary 

to improve the management of specific food aid programmes. However, the difficulty of 

econometric analysis does not provide an excuse for lack of rigour. An important lesson to 

be drawn from the case studies is that a comprehensive taxonomy of disincentive effects 

makes it possible to carry out a systematic analysis even where data is poor. The case 

studies can be said to have validated the list of scenarios in Figure 1, especially the 

distinction between micro and macro levels of analysis and the separate consideration of 

price, policy, labour and food habit disincentives. They also illustrate the value of a step-by

step procedure on the notion of early warning indicators and clear reference points. 
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If the methodology provides an adequate basis for investigating disincentives, what 

substantive lesson:s can be drawn about disincentives from these cases? In all three, the 

warning lights were flashing to indicate the possibility of disincentive effects. In Ethiopia, 

the main focus was on the low producer price of cereal staples; in Senegal, it was on the 

neglect of consumption issues in food policy; and in Sudan it was on the impact of cheap 

bread on import dependence. In all three cases, policy changes needed butwere a 

constructive role remained for food aid. 

These conclusions are broadly in line with the literature on food aid. The possibility 

of disincentive effects is modified by government policy, which is not normally determined 

by the flow of food aid. However, and this is a finding iot commonly stressed in the 

literature, the effects of food aid can be disproportionate at sub-national level. The findings 

in Ethiopia, particularly, underline the importance of careful monitoring of food 

interventions in isolated communities where food markets are volatile. 

In general, the case studies support the view that food aid needs to be integrated into 

an overall food strategy if disincentives are to be avoided and the full potential realized of 

food aid incentives. 



FigureI 

Food Aid Disincentives
 

Summarv Df scenarios 

I. 	 Macro disincentives 
1.1 	Prices
 

I. 	Public sector food aid sales cause prices to fall below optimal levels.
 

2. 	The availability 3f food aid allows the Rvernment procurement agency to pay 'low' prices to farmers. 

3. The availability of food aid allows the 3overnment procurement agency to buy less, which in turn leads to a price Fa:l. 

4. 	Food aid contributes to excessive stocKs which overhang the market and depress prices below optimal levels.
 

5. 	 The availability of food aid in one region displaces imports to that region from 	 others, with a consequent downward effect 
prices.
 

6. 	 The availability of food aid in a region enables exports to the rest of the colmtry to rise, causilg prices generally tcff. 
below optimal levels. 

1.2 	 Policies
 

7. 	 Food aid causes a national policy disincentive, allowing Government to neglect agriculture and/or food security. 

1.3 	 Food habits 

S. 	Food aid causes taste changes which reduce demand for local staples.
 

1.4 	 Labour
 

The availability of food aid discourages labour migration, pushing up wages and leading to a loss of output.
 

2 	 Micro disincentives 
2.1 Prices
 

10. 	 Prices fall below the optimal level because food aid recipients sell a part on the marke". 

11. 	Prices on the local market fall because food aid recipients buy less.
 

12. 	 Food prices fal: Decause the availability of food 	aid allows a greater proportion of horm production to be sold. 

13. 	 Food aid contributes to excessive local stocks in the public or private sectors, which overhang the market and drive prices 
belw optimal levels. 

14. 	 Food aid discourages local storage which in turn increases price instability and reduces incentives. 

2.2 	Policies
 

15. 	 The availability of food aid encourages Government to neglect local agriculture and/or long term food security. 

2.3 	 Food habits 

16. 	 Food aid causes taste changes which reduce demand for local staples. 

2.4 	 Labour 

17. 	 Competition for labour between food-aid supported activities and local agriculture reduces labour input to agriculture and 1 
to lower production. 

18. 	 Food aid creates a "food dole" and reduces the incentive to work. 

19. 	 Wages are bid up because of competition from 	food aid supported activities, with adverse effects on agricultural employment
output. 

', 	 / 



Figure 2
 

Food aid disincentives
 

Summary of key indicators
 

Scenario Summary 

No. 


(from Fig 1) 


1 Food aid sales 

2 Low proc. prices 

3 Low gov't purchases 

4 Excessive stocks 

5 Regional purchases down 

6 Regional exports up 

7 Poor food security policy 

8 Taste changes 

9 Migrant labour falls 

10 Recipients sell food 

11 Recipients buy less 

12 Recipients sell produce 

13 Excessive local stocks 

14 Greater price instability 

15 Poor local food security 

16 Taste changes 

17 Competition for labour 

18 Food dole 

19 Wages driven up 

Key indizator 


Market prices 


Procurement prices 


Market prices 


Market prices 


Market prices 


Market prices 


Food policy 


Market prices 


Wage rates 


Local market prices 


Local market prices 


Local market prices 


Local market prices 


Local market prices 


Food policy 


Local market prices 


Wage rates 


Wage rates 


Wage rates 


Reference point and
 
limit of
 
i o e a
 

Import parity + 15%
 

Import parity + 15% 

Import parity + 15%
 

Import parity + 15%
 

Import parity + 15%
 

Import parity + 15% 

Plan targets -20%
 

Import parity +15%
 

Real historical +15%
 

Import parity + 15%
 

Import parity + 15%
 

Import parity + 15%
 

Import parity - 15% 

Import parity * 15% 

Plan targets -20% 

Import parity + 15% 

Real historical + 15% 

Real historical + 15%
 

Real historical + 15%
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Box 5. Food Aid and the Formation of Human Capital 

One of the major challenges in making more effective use of food aid is to discover 
means whereby the poor ,!i-d the hungry can be fed, while at the same time the longer-term
investments that lead to sustained economic and social development can be made. 
Providing food for the poor and hungry is consistent with the motivations of those who 
provide political support for food aid programs. Promoting longer-term development goals
is the key to solving the problems of the poor and hungry over the longer term. It is also
in our best national interests in an international economy that is increasingly interdependent.

Unfortunately, food aid programs are still largely dominated by short-term perspective.
Both practitioners and analysts of food aid programs have neglected two important bodies 
of economic literature: the new household economics and the theory of human capital on
which it is based. The lesson from the theory of human capital is that such forms of
investment are as important as investments in physical capita!. Moreover, the stock of
human capital is increased by investments in improved nutri ion, health, formal schooling,
and treatment programs. The use of food aid lends itself especially well to the development
of human capita'. Food aid to meet the short-term problems of human hunger can in fact 
lead to the formation of human capital that will yield benefits into the future. 

Improved nutrition has been an importa;;t food aid prograrim goal. School lunch 
programs have been an important use of food aid, as have support for day care centers and 
the use of food for pregnant women and lactating mothers. Paradoxically, such uses of food 
aid have been viewed primarily as forms of humanitarian aid. The programs are perceived
primarily as vehicles for getting food aid to the poor. Seldom have these uses of food aid 
been perceived as means of increasing the stock of human capital in the society. As long 
as such uses of food aid are perceived as welfare programs, they will not likely be effective 
in efficiently promoting the formation of human capital. 

The payoff from food aid in furthering development objectives could be quite high if as
large a part of it as is feasible were shifted to making investments in human capital. This 
need not imply the abandonment of a concern for basic needs. What it does require is that 
the welfare mentality behind such programs be abandoned, and the emphasis shifted towards
the formation of human capital. If the relevant programs are focused on the poor, they will 
improve both the distribution of income in the recipient country and provide the basis for 
a more rapid rate of growth. In effect, the frequently presumed dichotomy between equity 
and efficiency disappears. 

Two examples from the new household economies provide additional guides for making
effective use of food aid for development purposes. The first is that children are often
required to earn income for the family, thereby making the opportunity costs of schooling
and training programs quite high to the family. School lunch programs provide an important 
means of dealing with this problem. Income transfers in the form of food, in effect, pays
the family for sending the child to school or to training programs. Rather than a welfare 
transfer, it becomes a longer-term investment both for the family and for society.

The second lesson from the new household economics is the importance of mothers in
influencing the development of the child. This suggests that food aid programs can 
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contribute to the formation of human capital if it is structured so as to relieve the mother 
from other work activities and give her more time with her children. The particular form 
such programs take will depend on ,he individual country and on the role of women both 
in the household and in society. This is an important gap in our knowledge in most 
countries. 

To summarize, if food aid is to be used for the formation of human capita, it should 
be directed to (a) improved nutrition of the young and of pregnant women, and lactating 
mothers; (b) to creating the means whereby children can participate in formal schooling and 
training programs; and (c) to enabling mothers to withdraw from the labor force, especially 
in their childrens formative years. Although some of these uses of food aid are recognized 
in the food aid literature, they should be put on center stage for policy purposes and the 
emphasis shifted from welfare to investment in hLman capital. 

Source: G. Edward Schuh, Improving the Development Effectiveness of Food Aid St.Paul, 
Department of Agricultural and Applied Economics, Mimeo, September 1979 (Prepared as 
a report to the U.S. Agency for International Development). 
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Chapter 13
 

The Evoluton of Food Aid:
 
Towards a Development Regime
 

Raymond F. Hopkins
 

The purpose of food aid has evolved over the past 30 years. At its inception as a 

regular institutionalized flow, surplus disposal was the most dominant motive for food aid. 

Today, it has become a much more development-oriented regime. Food exchanges now are 

governed by a set of well-institutionalized but tension-ridden principles. These constitute 

the core of a 'regime,' by which is meant the basic principles along with the more detailed 

norms, rules and procedures that provide the intellectual framework for food aid.' The 

food aid regime, then, is more that, an individual agreement or even a set of agreements: 

it includes all the reasonable stable arrangements that govern action in the giving and 

receiving of food aid, especially as this governing makes it harder for participants to follow 

immediate and ad hoc calculations of their interests. 2 

The current food aid regime, like regimes governing money, communications and 

other specific international activity, can be discerned by examining the bargains struck by 

its participants. The food aid regime resides within two frameworks: the domestic food 

policies of participants and the 1roader sovereignty regime of international politics. It 

mirrors broad diplomatic rules of sovereignty and, at the same time, it responds to the 

dominant interests in national food systems. 

A major turning point in the food aid regime was the World Food Conference of 

1974. The conference proclaimed a new development emphasis and urged greater 



2 

coordination of food aid, leading to regime changes that reflected both a shift in political 

interests and new understandings about the effects of food aid. As a result, the current 

regime is a 'mixed' one--a blend of the older, original surplus disposal-humanitarian regime 

and a newer, development-oriented regime. 

In 1984, about $3 billion was available from about 25 donors for paying the costs of 

food, transport and management. Over 10 million tons of cereals are being shipped to over 

100 recipients, with over 25% going to Sub-Saharan Africa in response to the growing food 

crisis there. Ten years ago, Africa received less than 5% of food aid. This shift reflects 

both a change in relative need compared with Asia and the growing influence of 

development principles which justify the increased attention to Africa. 

This article proposes that priority for development will continue to grow, completing 

a shift from surplus disposal to a 'development first' regime. This shift was accelerated by 

the World Food Conference, but even 10 years after the conference it is yet to be 

completed. The current regime contains inherent tensions betwcen the older and newer 

design principles. It can be superseded by a more coherent and efficient set of governing 

principles and norms. 

The current regime: competing principles 

Two major political forces in the early 1950s led to the creation of permanent food 

aid programs. First, agricultural groups in the USA and Canada promoted food aid as a 

way to expand trade and reduce burdensome grain surpluses. Secondly, humanitarian and 

internationalist sentiments, expressed in part through voluntary agencies such as CARE, had 

an interest in ending famine through government funding of permanent overseas relief. h'le 

2 
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result was a marriage of surplus disposal and humanitarian relief as a successor to the 

American food relief efforts in Europe following the second world war. In the 30 years 

since then, food aid has become institutionalized as a familiar international transfer 

mechanism. It has also become increasingly complex. Only in pursuing multiple objectives 

has food aid shown institutional weakness through occasional contradictory uses: for 

instance, in giving aid for political reasons which undercut other objectives.3 

Four founding principles 

At its founding, four basic principles governed food aid activity. As both the position 

of the USA as a donor and the burden of surplus stocks declined in the 1970s, the founding 

principles have continued to shape food aid policy, although less completely. By serving 

particularistic interests, they remain important for securing support for the regime from 

donor countries. The four principles are: 

* Food should be provided from the donor's surplus stocks. 

* To be additional food to reu.ipient countries. 

* Using ad hoc or short-term commitments sensitive to the political and economic goals of 

donors. 

' To directly feed hungry people. 

This initial package of principles rested on the thecretical supposition that food production-

largely wheat--in certain rich exporting states was in excess of their socially useful 

consumption and commercial export needs, and hence some stocks could be transferred by 

'special transactions' to recipients where production and imports were below socially useful 

levels of consumption.4 The purpose of this food channel was to expand consumption 
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beyond existing effective demand and simultaneously serve the diplomatic, market or 

humanitarian purposes of the donors. These principles dominated food aid management 

until the crisis period in the world food system of 1973-74. Although they had been 

challenged by competing principles as early as the alte 1950s, the 1974 World Food 

Conference marked the point at which newer principles truly dominated international 

discussions. 

Criticisms and reform movements 

From the enactment of the PL 480 legislation in the USA in 1954, food aid has 

drawn criticism. At the time of its passage in 1954, it was opposed by the State Department 

and other exporters, for instance, because of its potential for creating enmity and violating 

liberal trade principles. Others lamented the failure of food aid to involve multilateral 

agencies such as FAO, which for years had been discussing a potential role for itself in 

managing surpluses. 

The most enduring challenges to the regime came from criticisms directed toward 

one or more of the founding principles. These criticisms emerged at several historical 

junctures, were expressed in various national and international forums and spawned a 

number of reform movements. The most important junctures for change were the 1958 

Humphrey Hearings on food aid for developing countries, the 1962-63 founding of the 

WorlG Food Programme, the 1966 'self-help' legislation in the USA, the creation of the 

Food Aid Convention (FAC) in 1967, the proposals of the 1974 World Food Conference 

and related revisions in policy in the many donor states in the 1974-77 period, and the 1980 
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revised Food Aid Convention. More accretional legislative and administrative changes also 

have occurred throughout the 30 years of 1954-84. 

The first regime principle was challenged on two counts. In the first place, domestic 

US interests opposed policies creating permanent surpluses. Beginning in the 1960s, acreage 

reduction programme policies wer adopted to end these. This polic change in the USA, 

Canada and Australia weakened one set of interests supporting food aid. Later, it also 

prompted concern over ways to achieve supply reliability of fod aid if surpluses disappeared. 

In the second place, as US hegemony declined, burden sharing among industrialized states 

was promoted by the USA and other grain exporters. The World Food Programme in 1.963 

and the FAC in 1967 were responses to the notion that the rich importing nations of Europe 

and Japan should also support food aid. 

The second wave of criticism addressed the additionality principle. As develoment 

objectives came increasingly to the fore and as desperately poor recipients, such as those in 

Bangladesh in 1974, came to be favoured recipients, the rationale for additionality 

weakened. First, balance-of-payments support to aid development investments could not 

be realized by a country if there were no savings of foreign exchange from displaced food 

imports. Unless food aid saved foreign exchange, i.e. displaced commercial imports, it did 

little to help desperate governments who were going to feed their populace in any case. 

Secondly, criticisms that food aid depressed local food production through lowering prices 

paid to produceres forced food aid managers and supporters to seek devices to prevent the 

perverse 'disincentive' effect. If food aid were a pure substitution, then the disincentive 
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effect via its market would vanish--a point in which food aid defenders increasingly took 

comfort.' 

A third criticism arose over the principle of the short-term and hence unreliable 

quality of food aid. India became particularly disenchanted with dependence on food aid, 

following the 'short tether' tactics of the Johnson administration's provision of food aid in 

1965-66.6 When recipients felt political and market development objectives dominated 

allocations, little incentive was created to worry about development or domestic food policy 

when negotiating for food aid. Concerns about short-term allocation and reallocation arose 

from the way the US government cut off aid to Chile in 1971 and Moz' e in 1981, 

while cranking it up to Southeast Asia in the late 1960s (the so-canled tood for war' 

operations) and to Egypt and Syria in 1974. Even governments that strongly supported 

emergency uses of food aid, such as Sweden, also firmly endorsed the multi-year principle. 

Finally, criticism of the feed-the-hungry principle surfaced. ihis has been the most 

muted and cautiously worded attack on the founding principles. Who, after all, would deny 

food to starving babies, with their bellies swollen and their very lives at stake? the dramatic 

pictures which circulated in Europe and the USA of the plight of victims of drought and 

warfare in Nigeria in 1968, the Sahel in 1973, Bangladesh in 1974, Cambodia in 1979 and 

-Afghanistan in 1981 have had their effect. Hunger is a potent s: t . mobilizing political 

support. Nevertheless, criticisms have grown that, aside from dire .:. ncy situations, 

delivering food directly to the hungry is a suspect principle for three reasons: transport costs 

to projects can be excessively costly, amounting to 100-200% of the food costs in Africa;7 

small projects may disrupt local food systems, even if the amount of food is small on a 
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national scale; food targeted for consumption may reinforce excessively expensive subsidy 

programmes, as in Egypt or Sri Lanka (in th 1970s), or create adminstrative nightmares and 

invite corruption, as in Zaire.' Food aid critics want the food to be rationed for 

development ends and not expanded for consumption that may even reduce pressure on 

governments to address rural development.9 

Newer competing principles 

The criticisms just reviewed have given rise to an evolutionary change in the food aid 

regime."° New principles, largely contradictory to the founding ones, have arisen. The 

general new formula, reflecting principles of market efficiency and development gains, are: 

* Food should be supplied most efficiently. 

* As a substitute for a recipient's food imports. 

* Under longer term commitments. 

* To provide development investments for recipients. 

Each of the four new regime principles has challenged the old ones without displacing them. 

Each has been embedded in some institutional practices of bilateral donor agencies and 

especially those of the World Food Programme (WFP). With the reformation of the WFP 

after 1974, the governing council, the Committee on Food Aid Policies and Programs 

(CFA), has approved a number of specific guidelines for food aid, directed to all donors. 

In some cases, as with long-term commitments, a new principle has been openly advocated 

by food aid specialists, although it is not well received by national government budgetary 

authorities or diplomats. In other cases, such as supplying non-surplus food, specific new 

practices have not been given much publicity, since there iLa distinct possibility that this 
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could mobilize opposition to them. Nevertheless, each of the principles has achieved a firm 

base in the food aid regime of the 1980s--and one is deserving of br',ef elaboration. 

Efficiency of supLy. With the establishment of donors who were not food exporters, the 

surplus disposal rationale was attenuated. Recall that the number of regular donors grew 

from only the USA and Canada in ',he 1950s to about 25 in 1982. Furthermore, a new 

rationale arose when it was perceived that countries such as India, Thailand and Zimbabwe, 

clearly too poor to be expected to be significant donors, could improve their own economies 

if they became occasional suppliers of food aid. Countries such as Saudi Arabia or 

Germany, therefore, found they could be doubly helpful if they used cash to secure food 

from one of these LDCs and gave it to another. This would promote regional trade, reduce 

transport costs and stimulate development for two countries. 'Triangular' supply 

arrangements, in which neither the food donor nor recipient is the source of supply, have 

been encouraged by the CFA and facilitated by WFP management. The WFP has 

encouraged the 'efficiency' principle both in its own food purchases and as a broker for 

other bilateral donors. Even the USA, the premier food-supplying nation, has entered into 

triangular supply arrangements, shipping wheat to Zimbabwe in order to supply white maize 

to Zambia as food aid. 

ubstitution for commercialimports. During and since the panic market period of 1973-74, 

the usual manrket requirement (UMR) that a food aid recipient import its average of past 

years has been relaxed. For a country like Bangladesh, it has been waived. It is seldom 

enforced for the poorest LDCs, and consultations with the FAO's Committee on Surplus 

Disposal (CSD) continue more as a means to reduce friction among exporters than to force 
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LDCs into commercial channels. Egypt may be an exception to this, since the UMR for 

Egyptian wheat was raised to 3 million tons in 1982 in order to maintain some pressure on 

Egypt for commercial purchases. In general, however, food aid has become such a small 

part of world trade that worry over its market-distorting effects has appropriately declined. 

Finally, the substitution principle is a logical device to offset market disincentive effects. 

Avoiding this outcome, a concern first aired in a classic article by Theodore Schultz in 1960, 

was eventually made a requirement of the US food aid programme, in 1979, in the so-called 

Bellmon Amendment." 

The substitution principle is widely upheld whenever food aid is justified as balance

of-payments support. The conflict with the additionality principle is largely ignored in such 

cases, almost as if the two could exist simultaneously. On page 2 of the 1983 Re&xviwQf 

Food Aid Policies and Programmes, put before the May meeting of the WFP Committee 

on Food Aid Policies and Programmes, it is urged that development purposes, such as 

improved food policies, be served where: 

...it can be done efficiently through mechanisms that ensure substantial additionality of 
consumption and prevent undue interference with either domestic production or commercial 
sales of food (emphasis added). 

In the next sentence (of the next paragraph), the review affirms that: 

...food aid can assist the development effort by liberating foreign exchange, which would 
otherwise be used for essential food imports.' 2 

In short, food aid is to do both, although clearly it would be impossible to do so with the 

same food. Both principles exist, nevertheless, as part of the current regime and effots are 

made to satisfy one or the other, or, occasionally and inconsistently, both. 
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Long-term commitments. Examples of this regime principle abound. In the early 1960s, the
 

USA signed a multi-year agreement for concessional PL 480 in Egypt. In the 19706, the
 

Canadians launched a multi-year wheat programme in Tanzania (also a substitution or
 

balance-of-payments use) and, in 1982-83, a multi-year, multi-donor prograune for Mali was
 

established. The rise of development priorities clearly favours the multi-year approach as
 

a way to lend greater stability and reduce risks to development undertakings. Informally
 

and de facto much food aid, not just that tied to feeding projects, has been multi-year. The
 

budgeting and planning process in the USA and Canada and for the European Commisssion
 

have reinforced the tendency to allocate similar amounts to similar countries over several
 

years. Budget officials and budget processes, however, have it.-r"ed against formally
 

committing their governments to food aid for more than a year at a time. Nevertheless,
 

most aid, especially project aid, is planned on a multi-year basis.
 

Development investment. At some point, trade-offs exist between shorter term nutritional
 

objectives and long-term strategic ones. The desirabi)ity of emergency feeding for persons
 

displaced by drought or civil unrest and of nutritional programmes for 'vulnerable groups,'
 

i.e. young children, pregnant women and lactating mothers, is not challenged by this 

principle. Rather, it suggests that these priorities, and probably only these, meet the 

standards of using food directly to promote sustainable development, especially rural 

development.1 3 Even here, efficiency would dictate using local foods in feeding 

programmes when effectiveness did not suffer and no negative externalities were created. 

Emphasizing development rather than nutrition as a principle entails looking at the 

investment prospects and returns from a food resource. Food per se is seldom a serious 
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constraint holding back long-term enhancements of rural productivity and domestic food 

supplies. More often, constraints lie in hard-to-change government policies. Either these 

strangle incentives or inadequately provide for human and social capital.1 4 In particular, 

education, health care, extension services, roads and market-enhancing regulations would 

greatly add to the accumulation of capital and technological change central to rural 

development. The emerging new regime principle holds that the criteria for allocating food

-directly or indirectly--to nutritional improvement programmes should be developmental 

effectiveness, and according to this standard many food subsidization and feeding 

programmes are cost-ineffective. They turn out to be welfare consumption items, relating 

perhaps to immediate quality of life considerations, but also more accurately explained as 

implicit political compacts between a shaky government and key support groups, rather than 

explained as part of a development scheme. 

The challenge within the food aid regime is to reconcile the conflicts between old and 

new interests, as reflected in incoherent principles of the current regime. This challenge in 

its particulars is a reflection of the broader tensions that exist between the north and the 

south and in the UN between the G-77 and the Group B countries. The solution to this 

regime tension, if it is to be found, lies in the logic of synthesis. This familiar Hegelian 

dialectic formula argues that a new set of principles for order can be developed out of the 

contradictions of existing principles. A new synthesis of principles could subsume both the 

original and the challenging points of view of the current regime. Such an 'uplifting' 

resolution--one that is general through stating broad principles and specific in proposing 

derivative rules and practices for food aid--is the purpose of the next section of this article. 
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It attempts to justify support for the newer, challenging principles formulated as a 

development first regime. 

A 'develoument first' food aid regime: a synthesis !or the future 

A 'development only' regime orientation that ignored important political interests of 

donors and recipients invites a slow death from resource shrinkage. As powerful interests 

supporting food aid waned, resources would dwindle, much as they did in 1972-74, when 

surpluses dried up. Emphasizing development to the exclusiGn of all other interests, 

therefore, is self-defeating. 

A 'development first' regime, however, is possible; in fact, it benefits from the 

shrinkage of food aid in the early 1970s, which happened as surplus stocks declined and 

prices rose. Recall that historically when low prices and large stocks occurred, food aid was 

expanded. When surpluses again reappeared in the early 1930s, the old surplus disposal 

regime levels of food aid were not restored. This reflects the shift of the surplus disposal 

interests, notably in the USA, but also in Europe and Canada, away from food aid. 

American and other agricultural export interests find food aid no longer an efficient tool for 

surplus disposal. The food aid regime has become too bound by development rules that 

require targeting of poor countries, concern over disincentive effects and complicated 

procedures for reaching allocation decisions. These make it unattractive to government 

officials responsible for surplus stock management, especially in contrast with intermediate 

credit and bilateral commercial trade agreements which have proved more attractive 

mechanisms for expanding exports.15 

http:exports.15


The present situation is that both the founding principles and the newer ones, aimed 

more at efficiency and development, are embedded in national laws, international rules and 

bureaucratic practices. Two factors bring pressure for change upon both sets of conflicting 

principles. These factors provide a unified backdrop for appraising and modifying existing 

principles. First, food policy in both donors and recipients is basic in shaping the 

environment in which food aid and its effects occur. Secondly, a substantial degree of 

interdependence exists, created by the growth of world food markets, that also bear upon 

regime principles. The trends toward increasing density of policy rather than 'fate' in 

shaping the choices of individuals is well recognized in food and other areas of life. So also 

is the decresing degree to which policy can be independently made in individual states. 16 

Policy interdependence and its recognition offer a way to combine the old and new interests 

underlying food aid by recognizing the ascendency of the new and linking donors' domestic 

agriculture and diplomatic interests more to structural rather than short-term process 

advantages. 17 Food aid in this sense would be viewed as a mechanism to increase the 

reliability of demand and supply in world trade, the dependability of trade as a mechanism 

of global cooperation and the interdependence of the north and the south. 

Many f the conditions that would allow food aid to be governed by a synthesis of 

old and new principles are in place, such as the growing universalism of the donor-recipient 

network and the creation of a 4 million ton wheat reserve as a back-up for US food aid. 

The new regime would be able to be 'development first' because all participants had either 

an immediate or a long-term structural interest in it, while surplus disposal problems would 
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return to the general trade regime to be resolved under the auspices of the General 

Agreement on Tariffs and Trade (GATT) or, if all else failed, through trade wars.18 

In a development first regime, the rules and procedures would not serve development 

only; rather, development plus other ends would be served. Emergency oi political claims, 

however, would not be allowed to overrule regularly or ignore development criteria in the 

allocation and specification of food aid commitments. In this sense, a development first 

regime represents a natural outcome for trends of regime change, deepening the hold of the 

emergent principles enumerated earlier and yet maintaining a residual role for the original 

ones in order to retain robust political support and to act as a check against possible 

excesses that could arise if the politics of food aid were dilven by a development only 

regime. The development first regime would offer at least a partial synthesis to the tension 

existing among competing principles, by providing rules for resolving competing interests 

rather than perpetuating the naive liberalism that marked foreign aid philosophies, 

especially of the USA, in the 1960s, in which it was felt 'all good things go together. ' 9 

Institutional devices for achieving the development first regime are diverse. They 

range form domestic interests exerting pressure on the national politics of regime 

participants, to continued international policy dialogues within existing frameworks, such as 

the CFA, and finally to a major new treaty undertaking under the auspices of UNCI AD, 

FAO or the General Assembly, analogous in scope to the World Food Conference format 

which gave impetus to regime change. 

These devices are not mutually exclusive. The coordination of recurrent efforts for 

change and resolution of tension rests largely with the CFA of the WFP. To a fair extent, 

(t,4 
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WFP has assumed the lead in fostering regime change in the 1970s through its buieacratic 

initiatives, as in triangular food aid, through the broad reviews and appraisal tabled at CFA 

meetings (as in 1979), through resolutions passed by the CFA, through fostering the use of 

research in projects, and through improving the shipping and import logistics of food aid.20 

The hegemonic position of the USA in food aid has not evaporated, nor has the traditional 

role of FAO as the central international food body been abandoned. However, US policy 

and FAO initiative are increasingly made effective or ineffective by the actions of others.21 

Furthermore, US hegemony across many other issue areas has shrunk to the point that 

diffuse US power no longer offers spillover to support food aid leauership in the donor

recipient framework?2 

In a crude parallel with the two sets of competing principles outlined in the first 

section of this article, four synthesis principles that emerge from the tensions and 

implications of current competing ones are proposed. The ideas expressed can already also 

be found in the analysis, prescriptions and undertakings of a variety of individuals and 

institutions. 3 The purpose here is to consolidate them into a more coherent statement of 

principles that can engender a reconstellation of interests supporting food aid, utilize 

learning from experience and research and complete the regime's transformation. The 

proposed four principles are: 

* 	Food aid should be linked explicitly to the food policy of participants, obligating efforts 

for efficiency and stabilization. 

* Food transfers should maximize economic gains. 

* Under long-term contracts. 

http:others.21
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* To be used for human capital investment, food policy costs and research. 

Food aid linked to food policy 

This principle really combines two broad norms. First, it states as an assumption that 

donors and recipients should lose some sovereignty over their food policy as a burden of 

participating in the regime and, secondly, it asserts that the goals of efficiency and stability 

should be the limiting factors on policy. A basic function of all government is to reduce risk 

and instability. The development of agriculture in the USA and Europe is replete with 

instances of government actions justified by these ends. Indeed, the food aid undertakings 

begun by these donor countries in the 1950s and 1960s, as recognized earlier, was closely 

related to their domestic and international policies to provide stability to their own 

producers and/or consumers.24 

Global food security isbest served when the food policies of individual countries seek 

efficiency and stability without creating negative external effects on one another. Most 

analyses aimed at promoting global security have called for rich countries both to improve 

trade stabilization guarantees and to assist poor countries in improving their entire food 

systems from production to consumption.' Foed security is, of course, most in jeopardy 

in the poorest countries of the world. It is, however, improved over the long run by the 

creation of redundancy or adjustment of 'preferred cereals' and meat, along with extra

market channels to protect individual equities, reflecting their food 'entitlement.'" The 

'long run' in turn is heavily affected by policies and less by year-to-year disruptions in 

weather or civil order. 

http:consumers.24
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In short, emergency food aid which continues to be needed should not be confused 

with or allowed to displace policy-linked food aid. Rather, food aid should create 

opportunities for national and international food officials to improve upon critical national 

policies, especially food sector policies. These policies heavily determine long-run food 

security. Of course, food aid itself is not a sufficient resource to control this policy domain, 

but its very existence creates presumptions for transparency of action and for international 

review and proddings. 

A number of specific steps by regime participants are suggested by this principle. 

First, norms, specific rules and procedures for domestic food policies need to be agreed 

upon as germane to a country's status as either a provider or recipient of food aid (or both). 

The CFA already has proposed no ' itly for food aid policy, some of which have been 

reflected in changes in donor country policies, - the trend toward greater grants rather than 

soft loan aid shows. Drawing up norms for do,.r performance with strong donor 

participation and control, and similarly for recipients with recipients in control, is likely to 

give evaluative criteria for national food policy performance more credibility and probable 

impact on donors and recipients. 

Part of the procedure for linking food aid to food policy could be an annual review 

by the CFA of a select few donor and recipient countries, an idea approved at the 1982 

CFA meeting (fifteenth session) and implemented with Bangladesh, Tunisia and Sweden 

since then. Currently, WFP undertakes reviews and evaluations only of its own projects. 

The evaluation and policy unites of the WFP would need additional or external resources 

to undertake more extensive country reviews.27 

http:reviews.27
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Relevant criteria for evaluation would arise from the various regime principles 

discussed here. For example, a review of a donor could ask whether the donor's food aid 

contributions are adequately assured, so as to allow the food aid system to help stabilize the 

food systems of recipients. In the USA, a 4 million ton back-up wheat reserve for the PL 

480 programme was created in 1981. This dedicated reserve has never been used, however. 

It was protected in 1983 from the US payment-in-kind programme (PIK) used to induce 

wheat acreage reductions when the USDA was forbidden from using the wheat reserve for 

providing wheat and instead bought additional wheat. From mid-1979 to 1981, a period of 

rising world prices, and in 1983-84, with large emergency needs in Africa, the reserve was 

not touched either. Total food aid was slightly expanded and did a fair job of responding 

to the rising demand of 1980-81. Its adequacy in 1984 is still uncertain. In 1980-81, the 

ability of India to meet domestic production shortfalls from her own reserves was a 

considerable help, but increased donor contributions also were important. This counter

cyclical tendency in 1979-81 compares quite favourably with the pro-cyclical one in 1973-74, 

in which food aid shrank in the face of rising prices and growing needs of recipients. This 

earlier period was exceptionally difficult in Bangladesh where price rises led to famine, one 

that timely food aid could have averted.' 

There is much room for improvement in donor country capacity to be reliable 

suppliers. The review process would also provide the opportunity to commend countries 

that lived up to their FAO commitments during difficult times, as Australia did by buying 

food abroad after experiencing a drought and wheat crop failure in 1982. 
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Recipient country review would function in very similar ways. They could reinforce 

the tendency already under way to use food aid to improve the food policy framework in 

recipients, thereby aiding their development of a strong agricultural base and an efficient, 

robust system of distribution and consumption. One to three reviews of recipient countries 

each year seems a manageable number. 

This undertaking requires a focused appraisal process. Thus, recipient evaluation 

reviews would require the CFA to generate a set of generally desirable conditions by which 

to evaluate developing country food policies, including pricing and marketing practices. 

Countries could then be roughly assessed as to how well they met these conditions. 

Especially in Africa, governments have systematically undertaken policies that discriminate 

against food producers. In recent years, food aid has been a major resource that has helped 

governments perpetuate extensive (and usually unenforceable) marketing rules, subsidies and 

pricing policies.29 Major efforts are under way in the FAO, and with encouragement by 

the WFC, to focus on food sector analyses and prescriptions that will help rectify some of 

the problems that these policies have helped cause. Much analytical work by nume;ous 

agencies, especially FAO, but also UNCTAD, the International Fund for Agricultural 

Development (IFAD), the World Bank and national donors, has already been completed. 

LDCs have generally shown hostility toward conditionality requirements imposed by 

donor-controlled agencies, such as the IMF. Nevertheless, conditionality is currently 

attached in some bilateral food aid grants as well as applicable in IMF food facility loans. 

Conditions for food aid eligibility review would not be novel, therefore. 

http:policies.29
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A code developed by LDCs for application to themselves should be more palatable 

for this purpose. A country's standing vis.a-vis desired policy conditions could be used for 

recommending priority for food aid. In this way, food aid allocations could be turned 

toward an incentive for policy reform rather than a disincentive. The recent multi-year food 

aid programme to Mali could serve as a model for this approach. The desirability of 

tightening the link between eligibility, improved terms and longer commitments for food aid 

and improved policy frameworks has been suggested in numerous studies and international 

reports. 30 The next step is to identify appropriate local uses of food aid within a reformed 

food policy context. 

Finally, interdependence in the world food system argues strongly that food policiec 

in all countries that affect trade and food aid flows should bear some responiibility for aid. 

This move toward greater universality appears in the 1980 new Food Aid Convention that 

explicitly seeks additional donor pledges. The USA, which supplies about half the world's 

trade in grains, also supplies about half the world's food aid. This seems reasonable. The 

responsibility for importing countries arises thanks to this principle, although their role as 

donors, which first began with the creation of WFP and then the FAC in 1967, was initially 

not based on such a broad principle. The link to the food policy principle applied to the 

interdependence phenomenon should now create procedure for inviting still others to 

assume donor responsibility within the regime. The USSR and the richer countries of 

Eastern Europe are particularly due invitations. The soviets are already members of the 

International Wheat Convention (IWC) and have given food aid on an ad hoc basis. 

Portugal, Brazil and other rapidly industrializing states should also become significant 
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donors. Greater universality will expand the ability of the regime to deliver food aid in a 

more reliable and efficient fashion. These are the two qualities the system needs if it is to 

serve development first. 

Maximize transfer gains 

This principle requires taking into account relevant prices in supplying and recipient 

countries. The information derived from ongoing appraisals when food aid is linked to food 

policies, as suggested above, makes this task easier. The maximization principle also allows 

the controversy over whether aid is or should be additional to, or a substitute for, 

commercial imports i'o be a moot matter. This issue itself involves a counter-factual or 

'what if question to begin with. Would a particular country import commercially the food 

it received as aid if they had not been given it? No certain answer is possible, because an 

observer cannot know what effect food aid or its absence might have on price and inport 

policies inside a country over time. However, if a country were generally and heavily 

subsidizing a food commodity, while paying producers well below the import parity price, 

then the potential recipient might well be substituting food aid for commercial imports, but 

only in the short run. In the longer run, it really is substituting food aid for domestic 

production while continuing urban-biased policies. Under the conditions for priority 

established with the first principle, however, such a country might not be eligible for food 

aid. 

In tandem with the use of policy conditionality, then, the new principle would move 

to encourage food aid as a substitute for commercial imports, maximizing the economic and 

balance-of-paymeats gains for the recipient, where food aid was judged not to be a policy 
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disincentive. This would be assessed by the criteria developed to link recipients' food policy 

to food aid. Judgments should be used to reduce or eliminate food aid, whether it be 

judged a substitute for or additional to commercial trade, when the import need was adverse 

to expanded and efficient production, distribution and consumption processes.31 Triangular 

arrangements and other aspects of efficiency in moving supplies would be sustained by this 

principle. The UMR requirement needs to be modified or abandoned as a rule. It would 

no longer be sustained by the regime's principles, at least not for poor countries that receive 

food aid for development first. Where largely political uses of food aid continue, the UMR 

might be retained for such countries. 

To summarize the second principle's major implication, then, food aid should aim 

toward providing balance-of-payments support (import substitution), but with priority for aid 

given those countries where the food policy framework already has met general conditions 

for effective development, as worked out in an LDC and donor country forum. The original 

additionality principle would be transformed by this combination of the first two principles 

into 'conditionality,' i.e. stating correctly the answer to an empirical debate over whether 

particular food aid is an additional or substitute commodity as 'it depends' on the condition 

of a country's food policy. 

Another set of changes would be entailed by the maximization principle. In general, 

it would be assumed that food aid would be put into recipient country market channels in 

ways to minimize transport costs. Furthermore, self-targeting commodities such as sorghum 

in Bangladesh or wheat in Sri Lanka would not be chosen unless they yielded the highest 

economic gain to the international transaction, something LDC importers should be able to 

http:processes.31
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judge. The idea of food aid supplying a nutritionally self-targeting food has considerable 

merit, but there is no special reason to use imported foods for a nutrition programme of this 

type. 

Raising consumer rice prices in a country like Indonesia or Tanzania may be a better 

way to improve the food system and target corn or cassava for expanded consumption by 

the poorest, least nourished population, for example, than requiring food aid to be a grain 

preferred by the poor. Often, US maize and sorghum is prepared as animal feed and is not 

of good quality compared with the locally produced crop. Indeed, it would be desirable that 

if a government decides to use a subsidy wedge between production and consumption of a 

food to improve nutrition, it pick a locally produced crop--one already in the diets of the 

poorest.2 In general, the implication of this view is that high-value commodities such as 

wheat, oil and dry milk may be the best food aid commodities, even though these actually 

are consumed by middle income and upper income people. In this sense, the maximization 

principle is an extension of the efficient supplier principle that was discussed earlier and has 

already been partly established. 

The nutritional and developmental goals in the food aid system can be achieved more 

efficiently through the policy link between food aid and food policy. The food aid, then, 

whether donated or sold concessionally and whether linked to a specific project or not, 

should generally be expected to be sold in the recipient country at a reasonable price 

(certainly not much below import parity and perhaps even approaching export parity). 

When the food aid is linked to a nutritional undertaking as part of the overall development 

it seeks to support, resources form the sale can be used to pay for food rations or subsidized 
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ration shop commodities targeted for special populations. Normally, these would be 

procured from local production. This reduces transport and storage costs and raised 

demand for local food production. The current 'normal' requirement of free gifts, 

distributed directly, would be limited to emergencies or unusual cases where local foods 

would be inefficient or nutritionally perverse for the targeted group. Such a rule, based on 

the maximization principle, will obviously require some important changes in rules and 

procedures in the current regime, and development of satisfactory oversight mechanisms, 

to be sure the policy link works. 

Long-term contracts 

The third principle of the proposed development first iegime would make long-term, 

flexible commitments standard procedure. Under the current system, even with multi-year 

commitments, the commodities and approximate delivery schedule are negotiated in 

advance. Adjustments during a budgeting period require special approval. Although, in 

practice, some swapping and flexible use of stocks occurs in projects, especially multilateral 

ones, the food availability commitments are mormally quite short-term ones. The third 

principle of the proposed regime would change this practice, at least for food policy priority 

countries. For such countries, it is proposed that 3-7 year food aid contracts be reached 

under which one or more donor agencies would pledge a substantial total commitment to 

a recipient. LDC food officials would be given considerable flexibility to decide the timing 

of food imports and the commodity mix chosen. Such a contract could combine the features 

typical of bilateral grain trade agreements, which give only an annual range of commodities 

to be exchanged with those typical of credit lines that banks extend to large customers. A 
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recipient country, in return for undertaking or maintaining specified agricultural food 

policies and projects, e.g. those affecting production, trade and/or nutrition, would be given 

a line of credit for aid imports to be used largely at its discretion. 

The advantages would be numerous for recipients. Such a procedure would 

encourage food policy officials rather than trade and treasury officials to negotiate food aid. 

It would, however, give trade officials much greater assurance of meeting possible import 

needs as the policy changes occurred. Officials could even enter grain futures markets, for 

example, to procure food aid several years in advance at favourable prices and with lower 

storage costs, rather than build additional storage in their own countries.' A country like 

Kenya could particularly use such a facility. Kenya has had periodic maize crop fluctuations 

that its Cereals Board either could not absorb as expected because it ran short of storage 

and money or could not produce sufficient amounts so that it had to resort to large-scale 

imports. In 1979, Kenya exported maize at a loss and then, in 1980-81, paid nearly $100 

million for commercial maize imr'rts. Subsequently, it received large-scale food aid, some 

of which then had to be stored for a year or more. Hedging riskes of probable import costs 

is typical in industrialized countries. Futures markets offer a 'collective good' that reduces 

risk. With longer term food aid contracts, LDCs would be encouraged to use hedging more 

effectively to lock-in acceptable prices well before they were sure when the aid was needed. 

Under the long-term arrangements which the proposed principle envisages, training 

and technical assistance would also be in order. One major area of weakness in the food 

systems of many countries, African states in particular, is the low competency and 

inefficiency of marketing boards. Typically, these boards are the effective managers of food 
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aid imports. Often, morale and professional expertise are low in such operations and they 

are frequently subverted to special (political) purposes. Since food aid directly touches 

these marketing board operations, donors--relying on the developncnt first regime's initial 

principle--should link enhanced performance by these boards to food aid. Food aid and 

other resources should be used to strengthen the management capacity, international market 

sophistication and career incentives for board members. Increasingly, such technical 

assistance must be long term, especially in Africa, as David Leonard has pointed out.34 

Food aid officials also need to work longer periodis on particular projects and/or country 

policies--at least 5-7 years. WFP's performance in using personnel effectively in this respect 

is generally better than that of bilateral donors--even the USA. The marketing boards can 

play an important role in improving the framework for food production, including acting as 

a buffer stock operation and helping to 'perfect' markets.35 

Human capital, food policy costs and research 

The tendency to look for development investment yields from food aid and the 

importance of taking a 'strategic perspective' have already been discussed. The last 

principle of the development first regime being outlined attempts to resolve the tension 

between using food directly to reduce hunger (corsumption) and using it for development 

(investment). What iGneeded in giving priority to development is to relate food aid in this 

enterprise to nutrition and food production 'investments.' The concept of human resource 

and capital formation has been identified by G. Edward Schuh as one major focus by which 

to allocate food uses within a recipient country.36 As appropriately determined by the food 

policy commitments of recipients, food aid would be linked to a variety of human capital 

http:country.36
http:markets.35
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investments, beginning with nutrition programmes to reach the vulnerabie groups in society, 

but also including programmes in health, extension services and nutrition education. The 

stress on these human capital investments is in keeping with the implications of the food 

transfer, even if the actual food transferred only occasionally can be efficiently used in 

feeding programmes. This principle entails policy shifts in the project design and priorities 

of project-managing organizations. 

Is this shift from using food directly for feeding a threat to nutrition goals and equity 

concerns? The writer thinks it is not. The argument here is that, outside of emergency 

feeding of refugees or disaster victims, a country's broad food policy is more important in 

alleviating hunger than a series of particular feeding projects. If poverty is the basic cause 

of hunger, as most believe, then development first rather than food first is the appropriate 

maxim. 

Food aid can be a resource for food policy expenses also. Funds from the food sales 

can be used to support buffer stock and reserve cperations and training of government food 

officials. The aims of this would be to promote the reliability of national markets for 

producers and consumers and to meet national food security goals. In doing this, food aid 

itself could be stored, if it is for reserve programme use, or funds from sales could be used, 

for instance, for the local construction costs of appropriate new storage facilities. The sales 

revenue raised also can help a government meet other food policy costs, such as extension 

programmes to encourage more efficient domestic food production. Realistically, food aid 

used in these ways should not be double counted, i.e. as improving directly nutrition, 

development and food policy at the same time. 
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Many recipient government officials simply do not treat food aid as a serious 

resource, especially concessionary sales aid as in PL 480 Title I, when accounting by donors 

asks them to calculate multiple benefits of the same aid, especially if at the same time the 

donor is using hard currency repayments to finance new concessional food sales.37 

Agreeing upon fewer and more focused consequences for food aid resources should actually 

improve its respect in the eyes of many recipient government officials. 

Finally, greater use of the food resource should be dedicated to research experiments, 

pilot projects, prototypes and demonstrations. This emphasis would reinforce the principle 

of linking food policy to food aid by improving the understanding of a country's food system. 

Food managers need to learn and to improve food systems, using an understanding of reality 

on international professional experience blended with the subjective preferences of those 

whose lives are to be transformed. 38 Furthermore, with research there would be greater 

opportunities for learning to occur from 'feedback' that could modify a project and even 

change its goals.39 In the food domain there are many opportunities for diverse 

experimentation and prototyping, rather than large-scale national programmes. As Simon 

Maxwell points out, there is a paucity of studies on the impact of the end uses of food aid. 

Almost no feeding projects have been designed as experiments or even with a view to 

eventual impact assessments40 

Especially as the proportion of food aid has increased to African and Central 

American states, a danger arises that food aid may create expectations of urban food subsidy 

programmes which are neither desirable nor probably sustainable by the modest aid 

resources available. 'Rational' management, efficiency and research that inspires confidence 

http:goals.39
http:sales.37
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about large-scale policy steps are notably absent in these areas. Failures related to falsely 

ambitious assumptions about bureaucratic and institutional capacities are manifold. Action

oriented research, with field level work and micro-data collection, might be a profitable 

substitute for projects that depend on competent bureaucracies. Moreover, increasingly it 

is proposed that development research should be viewed as a process rather than a product. 

As such, it can be particularly valuable if political elites and senior government officials have 

a stake in the results. 41 

Food and nutrition projects are sure to continue, especially since food-for-work 

schemes and mother-child health centres are usually given high marks as very effective and 

efficient devices to improve human capital and create development investments. 

Increas:,ngly, the development first regime iecommendation would be that these should 

acuqire a greater role as research and learning devices, mechanisms to enhance the careers 

and management abilities of their staff and of national leaders, as well as to be of direct 

value to targeted participants. 42 

Conclusion: linking food security, food policy and food aid 

The world food system has increasingly accepted a responsibility to end famines and 

alleviate hunger--a responsibility regularly reaffirmed in speeches and actions. Beyond this, 

the food crisis years of 1973-74 and the World Food Conference held then, set in motion 

initiatige an% institutions that continue to seek greater world food security through 

development and redistribution. Food aid has been a mechanism designed for use in serving 

both ends, but not without considerable controversy over the specific norms, rules and 

procedures that should govern its use. The food aid regime has reflected this controversy 



30 

through evolutionalry change in the principles governing it.43 Roughly 30 years after its 

formal beginning, 20 years after the founding of WFP as a multilateral instituttiona and 10 

years after the World Food Conference, the time has come to resolve conflicting regime 

principles and redesign the regime to serve development as a first priority. But is this 

realistic? 

The poliC link 

Whatever its principles, the food aid regime is critically dependent upon the national 

food policies of its participants. To serve development or other ends, officials determining 

the allocation of food aid and negotiating conditions for its use must maxe food policy their 

major target for realizing results. The ultimate goal is to make food aid a component in 

achieving universal food security in a world in which trade plays a central role. Food aid, 

therefore, strongly needs principles that will make it a reliable back-up for those receiving 

it, as well as a cost-effective contribution by those providing it. 

Leadership is needed to help governments find policies that allocate food aid in the 

right kind of ccmmodities, at the right time, with adequately long-term assurances, so that 

it provides a real benefit to both food production and nutrition. Food aid should help shift 

the burden of adjustment to food trade instability away from the world's weakest states and 

poorest people and encourage food policies in recipients and donors that promote 

agricultural development and improve nutrition. The task before regime participants, 

especially major donors such as the USA and the central coordinating institutions of the 

CFA and WFP, is to provide leadership for change that will realize potential institutional 

improvements. 
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Political support 

Can the reshaped principles for food aid discussed here be realized? Assuming for 

the moment that they would strengthen food aid's ability to serve long-term world food 

security, is ther any basis for political support for these proposals. Is not the development 

first regime mere naivety? Let us quickly review what political basis there is for the 

proposed regime changes. 

The broad public and many church and hunger groups in donor states are already 

saturated with scepticism regarding the possible negative effects of food aid. Such groups 

would respond positively to the development first design if the food policy 'reforms' 

proposed were seen as sound. Producer interests in donors have already accepted the loss 

of food as a major, immediate spigot for surplus disposal or market expansion. Their 

interests continue to be served by a regime that promotes long-term economic development 

and trade. The change would be a loss to them, but only a relative one. Foreign affairs 

bureaucrats in both donors and recipients as a whole are unlikely to accept development 

first. They would, of course, want strategic political considerations to override the proposed 

regime principlcs--returning to shorter term, more diffuse use of aid as a transfer among 

'friends.' Food, however, has receded from the realm of high politics it enjoyed in 1974. 

Development and global stability are political ends. Thus, as long as top officials could still 

control a few decisions, even those dictated by the principles and rules of the development 

first regime, their reaction to continued evolution toward development will continue to be 

more one of ambiguity than clear opposition. 



32 

Conditions for a political 'override,' if kept vague, would have to be resolved as the 

regime progressed in practice. Even opposition by donor states' budgetary officials could 

be overcome by noting the precedence in many larger aid projects of long-term 

commitments. Foreign assistance bureaucrats would be generally supportive, as evidenced 

by the broad support for greater commodity flexibility and longer term guarantees that 

USAID officials expressed at a recent conference on 'Evaluating the Impact of PL 480.' 4 

Non-exporting donors, motivated by broader interests in recipient welfare and international 

collaboration should be more staunch supporters. 

Recipient governments would obviously welcome the increased guarantees and 

flexibility. So might agencies in these governments and some private voluntary 

organizations, if they felt that their overall resource supply would not be reduced, and if they 

felt this would assure their continued existence, even with shifting world political and 

economic conditions. The conditionality implications of the food policy linkage would be 

a bone in the throat of many LDC leaders, however. Although food officials in these states 

might personally welcome external pressure to do things they already wanted to do, the 

threat to sovereignty and the spectre of donors 'ganging up' are clearly implied by the 

proposed principles. 

Resentment and rejection by LDCs, however, can be avoided by the technique of 

having the food policy conditions more self-imposed by the LDCs collectively and by not 

asking for excessively intrusive domestic policy changes as donors have on some occasions. 

For example, the basic 'human needs' approach promoted by the US Carter administration 

and some other development agencies failed to be appreciated in the Third World not only 
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because of its heavy-handed paternalism, but also because it looked expensive and even 

politically dangerous to elites. Reform in food policy may be construed similarly, but the 

acceptance of this approach by Mali and Bangladesh in the early 1980s suggests it is 

possible. 

Conclusion 

Studies by the USA, the FAO and the WFP have predicted a need for more, not less, 

food aid in the late 1980s and beyond. The existing food aid regime has proved adaptable 

and increasingly complex in its evolution to date. However, with changing international 

political and economic forces, substantial criticism by intellectual critics and the decline of 

the special farm sector support in donors' states, a real challenge lies ahead for food aid 

officials. Food aid could decline further as an international resource transfer. Regime 

managers, whether in national governments or international organizations, need to 

reconfigure the main emphasis of food aid so as to engender renewed and even greater 

support. Development first--not the status quo and not a purist's development only 

approach--is the regime design recommended to accomplish these goals. 
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Part V -- Can Food Aid Be Reformed? 

The 1970s witnessed the emergence of the EEC as a major source Inof food aid. 

"The European Communities Food Aid Program," Ross B. Talbot traces the emergence of 

food surpluses in the European Economic Community (EEC) to the Common Agricultural 

Policy (CAP). By the early 1970s the EEC had become a significant source of food aid. 

Many of the same motivations have driven EEC as US food aid programs. The efforts of 

the EEC to use dairy aid as an innovative instrument for the development of indigenous 

dairy industries has been the subject of considerable controversy. 

In "Food Policy, Food Aid and Structural Adjustment Programmes," (1988) John 

Mellor outlines how food aid might be used more effectively to support agricultural policy 

reforms and to generate employment growth in rural areas. In contrast to the earlier food 

for work approaches, however, he emphasizes the importance of labor-intensive production 

of consumer goods stimulated by the demand generated by higher incomes in rural areas 

associated with the expansion of agricultural production. In "Food Aid as a Development 

Resource" (1985) Edward J. Clay and Hans W. Singer the issue morereturn to of the 

effective use of food aid as a development resource. My reading of their review forces me 

to the conclusion that use of food aid as an effective development resource has not yet been 

realized. 

The most imaginative proposals for the reform of food aid in two papers byare 

Shlomo Reutlinger, "Effective Alleviation of Poverty and Hunger" (1988) and by Willis 

Peterson, "International Food Stamps" (1988). Both proposals suggest the use of food 

stamps--or food money--to transfer purchasing power to low-income consumers. Peterson 

shows how the program could be administered not only to avoid the disincentive effects that 



some observers have associated with food aid, but to create incentives arising out of the 

growth in food aid demand generated by the food stamp program. 

Vernon W. Ruttan 
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Chapter 14
 

The European Community's Food Aid Programme
 

Ross B. Talbot
 

The adoption of a food aid programme directed to Third and Fourth World nations 

was not a part of the vision and objectives of those Western European nation-states' which 

signed the Rome Treaty in 1957, and thereby established a unique type of regional 

confederation--the European Economic Community (EEC). Even so, the EEC has 

developed an external food aid policy and programme incrementally over the past twenty 

years (1957-77) because of the interaction (often unanticipated) of four factors: ideology, 

strategy, technology and food surpluses. 

Development ofthe Community and its CAP 

Ideological issues were directly related to the economic and political recovery in the 

post-Marshall plan years of what had been war-tom nations. The central issue was whether 

these nations should effectively unite, in order to become a major power in the world of 

international politics. The recurring thought of a divided Germany uniting and establishing 

itself again as a world power recreated in the minds of many Western Europeans the fearful 

spectre of a renewed conflict in the region. The issues divided opinion into roughly two 

schools. The 'Europeans'--i.e., those who desired the creation of a federal state (a United 

States of Europe)--were pitted ideologically against the 'nationalists'--i.e., those who viewed 
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the revival of a European cockpit with deep concern, but who envisioned a collegial solution 

of much more modest proportions: a confederation of some variety, but hardly a United 

States of Europe.2 

The outcome of this ideological-political conflict was the Rome Treaty of 1957--a 

compromise agreement which created a si generis Europe, unique in both its institutions 

and processes. The Commission of the EEC created by the Rome Treaty was dominated 

(usually) by avid if not fervent 'Europeans,' until successfully challenged in 1965 through 

French President de Gaulle's boycott of the Community's institutions. This controversy was 

resolved the following year by what came to be known as the Luxembourg Compromise--i.e., 

each member state claimed the right to use its veto power in the Council of Ministers on 

any issue which the member state considered vital to its national interest. 

This ideological confrontation led to strategies and counter-strategies which ultimately 

led to a Community food aid programme. In 1961, the Commission proposed the 

establishment of a Common Agricultural Policy (CAP), and made it a major cornerstone in 

the move toward an integrated Europe. The Council of Ministers agreed to the CAP in 

early 1962, primarily because of the political strength of the French government and the 

major farmer-interest groups of the EEC. 

The Common Agricultural Policy set up a system of pricing and import regulations 

which were complex and highly controversial. In terms of liberal economic theory, 

particularly its concepts of free world trade based on the principle of comparative 

advantage, the CAP is a highly protectionist, ncomercantilist policy. In terms of the 

prevailing political realities--in 1957 and now-- the EEC had no viable alternative strategy. 
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European agriculture, in terms of the factors of land, labour, farmer entrepreneurial 

abilities, marketing and capital, was in need of major protection from food imports from the 

USA and the Dominions (Canada, Australia and New Zealand), particularly if the several 

farm-food goals of the Rome Treaty (Article 39) were to be met. More important than the 

legal mandate, however, was the political reality--if there were no CAP, there would be no 

Community. 

The CAP is an expensive programme, at least in relation to the total EEC budget. 

In 1976, the estimated costs were 5.16 billion units of account (ua). Assuming that one ua 

was at the time equal to $1.20, the total cost was almost $6.2 billion. Of this total, some 

$390 million was for the Guidance (farm structural adjustments) section of the European 

Agricultural Guidance and Guarantee Fund (EAGGF, although the French abbreviation of 

FEOGA is usually used). That is, costs of the Guarantee section (price supports, export 

subsidies, food aid) constituted well over 90% of the total CAP budget. On the other hand, 

the defenders of CAP are quick to note that '...the market support expenditures is equivalent 

to no more than 0.4 percent of the Community's domestic product, 2.5 percent of its 

expenditures on food or 5.6 percent of the final product of its agriculture.'3 

It can be argued that the EEC's levy system has caused capital resources to move 

into agriculture much beyond what would have occurred if the Community's agricultural 

system had been compelled to face up to the adjustments which an international 'free' 

market would have been brought about. This proposition has been warmly debated. 

However it seems accurate to generalize that the highly protectionist CAP has permitted at 

least the more educated, capital-endowed, innovative Community farmers to catch up, in 

\\\ 
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terms of technology, with their counterparts in the other food-exporting nations, although 

farm structural adjustment problems continue to persist. 

EEC food aid has been, to a significant extent, generated by agricultural surpluses 

resulting from the Common Agricultural Policy. These are, notably and currently, wheat 

and dairy products-- which would quite likely have been unavailable to the Third and Fourth 

World nations in the absence of the CAP. 

The CAP is of central and crucial importance, for quite different reasons, to both the 

'Europeans' and the 'nationalists.' In October 1974, the Council of Ministers directed the 

Commission to prepare a stocktaking of the CAP. In March 1975, the Commission's study 

was presented to and discussed by the Council, the Parliament and the Economic and Social 

Committee. There were certain 'problems and proposals for improvement,' but the first and 

major conclusion was summarized as follows: 'The importance of the common agricultural 

policy and its indispensable role in the process of building a United Europe was fully 

endorsed.'4 

This is not to deny that the CAP has also increased agricultural incomes, provided 

a relative stability of food prices for Community consumers, enhanced the trend towards 

self-sufficiency in food commodities, and increased intra-EEC trade in agricultural 

products.5 Whether these goals could have been achieved in different and better ways is 

beside the main point; the ostensible economic and social achievements were secondary to 

the political goal. 
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Transition Deriod 

There are several constitutional issues directly related to the procedures whereby the 

EEC allocates food aid to developing nations.6 For the moment, it will be assumed that 

Article 228 in the Rome Treaty (supported by Articles 43 and 113) provides the necessary 

and sufficient constitutional base. Three internal developments within the Community of 

Six brought about the establishment of an EEC food programme. One the gradualwas 

building up of food surpluses within the member states and in world trade. Second was the 

continuous, aggressive and opportunistic efforts of the Commission to increase its authority, 

vis-a-vis the member states, through what has often been referred to as the method of 

'Community dialogue.' Finally, the conclusion of the Kennedy Round negotiations in June 

1967 resulted in--among many other agreements--an International Grains Agreement 

composed of a Wheat Trade Convention and a Food Aid Convention. It is the latter 

international agreement which is of particular concern here. 

To use the term 'food surpluses' in a world in which there are at least a half billion 

persons in a state of serious malnutrition may appear to be a barbarism. Nevertheless, in 

terms of food supply and demand within the Community, and of the Community's 

involvement in world trade, there was a gradual building up of surpluses in the 1960s.7 It 

is quite likely that the agricultural industries of the six nations, with or without a Rome 

Treaty and a CAP, would have increased the production of wheat, sugarbeets and dairy 

products (for example) in the period of 1960-64 to 1974, but that is basically immaterial. 

With CAP in operation, wheat production in the six-nation EEC averaged almost 26.2 

million (metric) tons per year in 1960-64, while the production in 1974 was over 38.4 million 
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tons--with a decline of over 600,000 hectares in harvested area. Sugarbeet production, in 

the same periods, went from over 39.8 million tons to 54.8 (and to over 64.7 million tons 

in 1975), although in this instance the harvested area increased by 226,000 hectares. The 

comparable figures for annual milk production were nearly 65 million tons in 1960-64 and 

over 74 million tons in 1974.8 

The first objective of the Common Agricultural Policy, as stipulated in the Rome 

Treaty, was increased agricultural productivity. This goal has been achieved in part. 

However, EEC agriculture has been going through the process of structural adjustment. As 

this continues, which it almost surely will, farm production will increase at a faster pace 

resulting in even larger surpluses, unless substantial changes are made in the rules and 

operations of CAP. 

The EEC Commission is the prime mover with regard to any such changes. Pirzio-

Biroli has recently defined this vital role as follows: 'The Council acts on the initiative of 

the Commission. If the latter submits no proposals, the former is virtually paralyzed.' 9 Of 

course that basic principle also has a reverse interpretation: if the Council fails to act on 

the Commission's proposals, the latter is 'virtually paralyzed,' too. The overriding purpose 

of the 'Community dialogue' has been to build a consensus out of almost certain conflict 

situations. 10 If the Council had, over the 20 years of the Rome Treaty, agreed to even a 

majority of the Commission's proposals, the EEC of today would be (in terms of economic 

and social, but not military, policies) a powerful regional state. Further, if the political 

capabilities of the Commission had proved equal to its political ambitions, there would now 

be in operation a more extensive, expensive and effective 1 EEC food aid programme than 
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is the case. Conversely, the food aid programmes of the member states would now be 

phased out and a unified and expanded Community food aid programme would be fully 

operational--which is not the case. 

Historical overview 

There is no evidence of any EEC food aid to the developing nations until the Food 

Aid Convention, an outgrowth of the torturous Kennedy Round negotiations, was agreed to 

in June 1967 (the principal negotiating powers were the USA, the EEC and Japan). The 

Food Aid Convention became operational on 1 July 1968. 

Before this agreement, there is little evidence that even the member states (then six) 

were involved in significant food aid (cereals) programmes of their own.12 France and 

West Germany had minimal programmes in operation, but the overwhelming amount of 

food aid in cereals to the Third World was being distributed by the USA, primarily under 

its PL 480 programme. Canada was a weak second, with Australia an even weaker third. 

The non-involvement of the EEC, and its member states, seems to have been basically an 

economic calculation--i.e., neither the food products nor the funds were available. One of 

the objectives of the Common Agricultural Policy, as stipulated in the Rome Treaty, 3 was 

'to assure the availability of supplies.' This provision hardly meant that the Community 

intended to become self-sufficient in all food and feedgrain products, but that objective was 

understood. By 1959-60, the Community was 85% self-sufficient in cereals (other than rice); 

83% self-suffi.ent in rice, and 100% self-sufficient in dairy products; by 1971-72, these 

percentages had increased to 98% for cereal grains and 112% for rice. 
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The Kennedy Round negotiations were complex, but a fair generalization seems to 

be that EEC adherence to the International Grains Agreement, which was composed of the 

Wheat Trade Convention and the Food Aid Convention, was politically motivated and 

economically supportable. Thai is, the leading EEC negotiator at Geneva came to be Jean 

Rey, then President of the EEC Commission, and the principal thrust of his negotiating 

strategy was to conclude a set of international agreements which would protect the economic 

interests of the member states, while at the same time enhancing the ambitions of those who 

supported a 'Europezn' strategy. Thus, the Commission would gain influence as a 

negotiating instrument in world affairs. In any respect, the Food Aid Convention allocated 

a minimal food aid contribution of 1,034,000 metric tons annually of cereal grains (wheat 

or its equivalent) to the EEC, which was 23% of the total 4.5 million ton commitment under 

the terms of the Convention.5 The U.S. allocation was 1.89 million tons (42%), Canada's 

was 495,000 tons (11%), while the U.K., Japan and Australia agreed to a commitment of 

225,000 tons each (5%).16 

The same general propositions--commodity availability or surpluses and 'European' 

leadership ambitions--seem to be valid in regard to the Council's agreement 17 on 17 July 

1969 to commit the Community as a supplier of milk fats to the World Food Programme, 

a joint programme operated by the United Nations and the Food and Agriculture 

Organization since 1 J.nuary 1963. 

Table 1 demonstrates the importance of the European Community as a supplier of 

food aid to Third and Fourth World nations in the 1970s. Table 2 indicates the burgeoning 

(up to 1974) costs which have been incurred by the EEC. Incidentally, neither table points 

(l 
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out the rather phenomenal increases in gross Community product which occurred during 

that time period, nor the growing dependence of the Community on the natural resources 

of the developing nations. 

Table 3 shows the quantities, costs and allocations (EEC v. member states) of cereal 

grains which have been contributed as food aid since 1969. The quantities are those 

stipulated by the Food Aid Convention; the costs are incurred through prices ot the selected 

commodities which are arrived at through CAP policies and regulations; the percentages 

(EEC v. member state allocations) are determined annually through the Commission-

Council dialogue. The percentage allocations are typical of Commission-Council 

confrontations--essentially in recent years the Commission has advocated a substantial 

increase in the EEC's percentage, while the Council has accepted only a small increase (see 

below). 

Table 4 is a review of the food aid allocations by the Community of dairy products, 

plus some small shipments of eggs and more substantial shipments of sugar. A major 

difference between the programmes is that decisions on nearly all the shipments of dairy 

products are made through the EEC, although relatively small amounts of skim milk powder 

were shipped by Denmark (1974), West Germany (1974), Netherlands (1974-75) and the 

U.K. (1974-76). Considerable amounts of sugar were supplied to the UN Relief and Works 

Agency for Palestinian Refugees from 1972 to 1976. The substantial increases in quantities 

shipped were presumably caused by Community surpluses and the world food crisis of 1973

75. The political-military impacts of the Yom jKippur War, the quadrupling of oil prices by 
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the Organization of the Petroleum Exporting Countries (OPEC), and the rising tide of Third 

World resentments and threats were also subtle but significant motivational factors. 

Some of the political ramifications of this allocation issue (who received what, when, 

how and why) are worthy of more extensive analysis than this article can provide, but it is 

important at least to note that the Commission's justification for direct Community aid has 

a distinctly political tone: 'Food aid being the only means of financial cooperation between 

the Community and all developing countries, the Community...is anxious to administer its 

' 18
aid itself... 

The statistical data do not, admittedly, specify the full range of motivational factors 

which have been involved in the food aid programmes of the Community. No doubt some 

of these shipments have been motivated by humanitarian concerns (disaster, famine, serious 

malnutrition), as well as by political (influence, image, prestige) and economic (surpluses, 

trade, storage costs) considerations. Both internal and external political factors have been 

powerful influences in the determination of strategy. 

Policy 

The Community food aid programmes to Third and Fourth World nations are a 

blending of science and technology,19 economics, politics and ethics. The ethical 

underpinning comes from a complex interweaving of Judeo-Christian theology, liberal and 

socialist political ideas, and capitalist assumptions about profit and work. The economic 

underpinning has been the Common Agricultural Policy, with its concomitant high costs and 

increasing farm surpluses; the political underpinning has been continuing ideological conflict 
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between the 'Europeans' and the 'nationalists,' and a growing concern over the dangers from 

the North-South confrontation. 

Relative to -the general objectives of Community food aid programmes, there has 

been and is a continuing consensus: food aid should be used for emerging (famine) 

situations, for more purely nutritional (humanitarian) purposes, and for economic and social 

development. 20 Behind these public pronouncements, however, there are amoral, more 

implicit and more politically sensitive objectives. 

The last clause in the preamble of the much-amended U.S. Public Law 480 reads as 

follows: '...and to promote in other ways the foreign policy of the United States.' Implicit 

in that preamble is a clause which might read: '...and to promote the economic interests of 

American farmers and rural America.' A somewhat comparable condition e.xsts within the 

European Community, although there the dilemmas are even more complex and difficult 

tc reconcile. The 'Europeans' will use the food aid programmes to enhance the 

development of a European Community foreign policy; the 'nationalists' will thwart, redirect, 

modify or acquiesce as their own national political interests dictate. For example, the 

'Europeans' would devise and implement an integrated and coordinated development 

assistance policy for the Community, within which food aid would be one important sector 

among several. However, the realities of the EEC's political economy are such that the 

Common Agricultural Policy must be accepted, by and large, as it is. Tinkering, pleading, 

protesting and even posturing are engaged in, but in the final analysis there is a resigned 

acceptance that Sir Henry Plumb's judgment is valid: 'Any attempt to scuttle the Common 

Agricultural Policy could signal the break-up of the European Community.' 2' Thus, like 

,.'iI 
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all successful politicians, the 'European' Commissioners have had to accept the political, 

economic and cultural realities which both thwart and abet the long-run political objectives. 

There is the virtually ineitable linkage between EEC domestic and foreign politics and 

policies, and from these linkages arise important issues which in turn lead to alternative 

strategies. Two of these issues are analysed in some depth below. 

A positiveSum or zero-sum strate? 

There seems to be a consensus, at least among the nations of the Organisation for 

Economic Co-operation aiid Development (OECD), that there are hundieds of millions of 

human beings in the Third and Fourth Worlds who are in some state of serious 

malnutrition. A considerable amount of confusion prevails as to just how many millions, but 

the lowest figure is around 506 million; the highest reaches or exceeds one billion.2 There 

is also agreement, unanimously expressed at the World Food Conference in the Declaration 

on the Eradication of Hunger and Malnutrition, that 'every man, woman and child has the 

inalienable right to be free from hunger and malnutrit'On and...accordingly, the eradication 

of hunger is a common objective of all the countries of the international community...' 

Finally, there is little disagreement that in situations where natural catastrophes have 

occurred a common bond of humanity and decency requires that those who have should 

quickly and bountifully come to the victims' aid. 

Where the disagreement lies is in the area of uses of food aid as a development 

strategy. More specifically, there is a question of whether the European Community's food 

aid programmes harm the long-run, agricultural interests of the Third and Fourth World 

nations. The literature on this issue is certainly extensive, but the fundamental differences 



13 

can be fairly generalized. The liberal economic theorists, who rest their case primarily on 

market economy ideology, claim that the long-run effects of food aid are damaging to the 

interests of the recipient nations. Their claim is that the developing nations consistently use 

this food aid to feed the urban poor at a subsidized price, and thereby undermine the 

interests of their own farmers and peasants who need an economic incentive (i.e., a 

probable, if not an assured, profit) to produce more efficiently. Theodore Schultz was 

referring to U.S. food policy when he recently stated: 'PL 480 is on my list [of economic 

offenders] because when it comes to building agriculture, PL 480 is a liability.'2 His 

dictum would presumably also apply to the Community's food aid programme. 

At the other end of this continuum another highly respected economist, Thomas 

Balogh, has recently argued that in order to implement the new 'basic needs' strategy, 'the 

first requirement is...the resuscitation of food aid,' although he immediately uttered the usual 

caveat that this food aid should be distributed 'without ruining the peasants' domestic 

' 24 markets. 

David Jones has assumed an intermediate position. In his judgment, 

It is...most unlikely for it to be in the best interests of the ldc's [less developed
countries] for the EEC to try and produce surpluses of butter-oil or dsm [dried skim 
milk], but it is difficult to be so categorical about cereals.2 

To answer the positive-sum/zero-sum argument in any logical manner, one has to raise 

simultaneous questions. Why does a First World nation, or an international agency, or a 

non-governmental (church or non-religious) group desire to allocate and deliver food aid 

to the developing nations? Why do these nations desire to receive such food aid? If the 

principal objectives are short-run, humanitarian, disaster-based, then food aid is probably 
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a positive-sum strategy. If the objectives are primarily political, then the central question 

becomes, 'What are the political objectives of both donor and recipient?' and a rational 

justification becomes more complicated. 

Assuming that the objectives are public order and economic and social stability, then 

food aid can probably be moulded into a positive-sum strategy. John Mellor observed in 

a recent study that 'the political importance of U.S. food aid to India during 1965-68 may 

well have been immense...the key to preserving the existing political balance without massive 

diversion of foreign exchange from capital goods to food imports.' 26 On the other hand, 

President Johnson's unrelenting insistence on extracting policy changes (population control 

and agricultural investment) from India transformed, according to some political analysts, 

what was intended as a positive-sum strategy into a zero-sum strategy, with the USA as the 

loser.27 

If the objectives are basically economic, then the issues may become even more 

complicated. Nearly all Fourth World nations are suffering balance of payments difficulties, 

in part because of the higher cost of food imports. Food aid can be, and often has been, 

used to alleviate that problem. However, if economic development is the main objective-

and at the Paris Summit Conference in October 1972, all of the EEC's member states 

resolved to '...adopt ani overall policy of development cooperation on a worldwide scale' -

then a determination as to whether the strategy is positive-sum or zero-sum becomes even 

more complex. 

http:loser.27
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Political and development economists and practitioners in the USA and the EEC 

have learnt a good deal over the past 20 years about both the pitfalls and the positive 

aspects of food aid. Isenman and Singer argue 

...that the disincentive risk of food aid is more complex, more easily avoided, and 
more limited in effect than some analyses have suggested...It would be unfortunate 
if the benefits of advantageous use of food aid were to be lost because donors and 
recipients did not undertake the available means fo, anticipating and offsetting the 
disincentive effects.28 

It seems reasonably clear that food aid, to at least the most seriously affected developing 

nations (MSAs), will need to continue and will likely have to be accelerated. A study by 

OECD in 1976 concluded that '...food aid may remain essential for a long time to come, at 

an increasingly high level...,' although it went on to note that '...food aid could never provide 

more than a temporary answer to the food problem of the developing countries." 

Edouard Saouma, FAO's Director-General, claims that the 'urgency and importance' of food 

aid has not slackened; indeed, '...each cyclical food crisis tends to be worse than its 

predecessor, as the number of lives at stake--and the quantities of food required--increase 

under the pressure of population growth.'" 

In a study by the International Food Policy Research Institute (IFPRI), the 

conclusion is reached that--as a short-term strategy--'a larger role for food aid, considerably 

beyond the World Food Conference goal of 10 million tons of cereal annually, would appear 

to be required.3 

One major difficulty with food aid programmes as a useful instrument of economic 

and social development is that they tend to be implemented as residual policies in the donor 

nations--that is, after domestic consumers and hard-currency buyers are satisfied, what food 

http:effects.28
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is left over finds its way to the MSAs. U.S. Senator Hubert Humphrey posed the dilemma 

rather nicely at a Congressional hearing: 32 

We have got a big carryover in wheat and rice. The American farmer looks on 
Public Law 480 both from the humanitarian point of view as well as an economic 
point of view. When you have gct a billion bushels carryover of wheat in a 
depressed market and out there is a hungry world you wonder wheat are we doing 
to tie into the hungry needs of the world. 

Borrowing from both the title and the explanation of Albert Hirschmann,33 it could be 

said that 'the passions and the interests' (i.e., humanitarianism and economic advantage) 

seem to spring into political action almost simultaneously when food surpluses prevail. 

When these food surpluses disappear, and the world trade in food becomes market-oriented, 

then the passions subside and inward-looking interests of the export nations reappear. We 

have probably learned, as Isenman and Singer argue, how to use food aid as a positive-sum 

strategy. Serious doubts remain, however, whether the domestic political interests within 

donor nations can be restrained from using food aid merely as a strategy for surplus disposal 

once burdensome surpluses have accumulated. 

The EEC has often been charged--rather unfairly, in part--with instituting a food aid 

programme primarily as a means of disposing of the food 'surpluses' generated by CAP. A 

sharp exchange of letters was published in 1976 in The Economist, brought on because that 

journal had implied that the bureaucracy of the World Food Programme [WFP] was top

heavy. The ad interimql director of WFP, Thomas C. M. Robinson, claimed that: 'Aside 

from its [the EEC's food aid programme] contributions to the WFP it simply allocates 

surpluses for which the recipient countries arrange shipment and distribution.' 4 Adam 

Szarf, head of the Commission's Food Aid Division, promptly countered that this charge of 

1~i
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surplus disposal was 'not correct' and that the EEC '...is concerned primarily with providing 

support to the balance of payments of the poorest of the developing countries...'. 35
 

Subsequently, the Council of Ministers did establish (on 22 March 
 1977) a more 

precise statement of general food aid objectives: emergency situations, economic 

development, and improved nutrition and balance of payments. 6 However, two 

generalizations seem to be called for to qualify this statement. First, for reasons which can 

be deduced from the above discussion, the stated objectives do not include one which might 

read: 'to promote in other ways the foreign policy of the European Community.' Such an 

objective is implied and applauded in the Commission's proposal; it is depreciated, if not 

disdained, in the Council's decision. Second, the member states have a multiplicity of 

reasons and rationalizations for favouring or opposing various aspects of the EEC's food aid 

programme. The Commission has made a study of the Community's food aid policies and 

programmes for the European Association of University Institutes of Political Science.37 

Viewed in terms of volume of food aid, the objectives of food aid, the type of food and the 

breakdown of food aid (how and to whom), the report indicates that a variety of 'passions 

and interests' is at work. 

On two counts there is a reasonable assurance that a Community food aid 

programme will continue to exist and will likely prosper (i.e., grow in quantity and costs). 

First, the CAP will generate more and more food surpluses; second, the Commission will 

attempt to control the distribution of these surpluses through the development of a 

Community food aid policy. It could be that the Community's decision makers will adhere 

rather carefully to the recommendations and strictures of Isenman and Singer--to the effect 

i 6'.
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that a food aid programme can and should be so constructed and implemented that its 

incentive effects substantially outweigh its disincentive effects in the recipient nations. The 

track record thus far provides considerable evidence that political advantage will prevail 

over economic analysis and prescription. 

Europeanization of food aid 

The world food crisis of 1972-75 provided the Commission with an excellent 

opportunity to enhance the prestige and power of the European Community, and 

concomitantly to diminish the authority of the member states. Early in March 1974, the 

Commission placed before the Council its analysis of the world food crisis, a rationale of 

the EEC's responsibilities in the face of this particular crisis, and a proposal for a medium

range (three-year) accelerated food aid programme which the Council should adopt with all 

rez.sonable speed. This analysis was followed by a memorandum in which the Commission 

set out in more detail the principles and the procedures that should be adopted. In terms 

of this proposal, the Council would: (1) adopt a set of criteria for the allocation of the 

Community's food aid; (2) adopt an indicative three year programme; and (3) then decide 

on an annual programme which would specify the amount and kind of food aid to be given 

by the EEC to nations and international agencies. 

From the time the Community's food aid programme was instituted in 1968, not only 

has the Council carefully controlled the determination of who was to receive what food aid, 

'...but also the smallest details of food aid executions were subject to Council debate and 

approval.' 38 The new strategy wa designed ostensibly to make the implementation of the 

programmes more efficient and effective. The Commission thereupon proposed to the 



19 

Council an 'indicative programme' for the years 1974-77.39 Clearly the Commission desired 

to adopt the principle that, in the future, all of the Community's fooj aid programmes 

'...should take the form of Community actions.' Realistically, the Commission was relatively 

certain that the Council would not agree to such a 'Europeanization' of the Community's 

food aid programme, and it offered a set of alternatives and ranges (minimum and 

maximum commitments), which are set out in Table 5. The Commission's proposal would 

also have set up a Food Aid Management Committee, and inciuded a streamlined, two-stage 

procedure to be followed in case of emergency situations.4° 

Thus began once again the essential, seemingly endless, Commission-Council 

'dialogue.' The European Parliament soon rendered its usual and enthusiastic support for 

the Commission's proposal. Its Committee on Development and Cooperation was 

categorical: 'There can be no doubt that the EEC's food aid policy must be Europeanized, 

i.e., come under a Community system.' 41 The Committee on Budgets was both agreeable 

and prudent. It concurred in the basic principle but was concerned about the financial 

consequences of the proposal: 'Surely the Commission muct have some projections for price 

increases in the food market for the next few years even if they are tentative and gloomy.'42 

The institutions of the EEC were under a considerable amount of public pressure, 

both within the Community and internationally, to increase the scope and magnitude of the 

food aid programme. The World Food Conference in Rome held the world's attention in 

the last months of 1974, and one of its resolutions placed a heavy obligation on the wealthy, 

food-surplus nations to increase their food aid shipments so as to reach the goal of 10 

http:1974-77.39
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million tons. The USA, after a barrage of criticism internally and worldwide, finally 

increased its commitment in February 1975. 

The highly protectionist features of CAP meant that world food prices could 

approximately double before those inflationary impacts were felt within the Community. 

However, when world grain prices began to move above even CAP's target prices it became 

profitable to sell EEC foodgrains, without subsidy, in the world market. The European 

Community was, admittedly, caught on the horns of a dilemma. In fact, for some months 

in 1974 the Community acted to prohibit certain exports of what had been 'surplus' food 

commodities. An increase in food aid would mean, of course, further increase insome 

domestic food prices; at the same time, the media was emitting a steady and dramatic 

barrage--in pictures, word and print--concerning those who were starving or near-starving, 

particularly in the Sahel and Bangladesh. 

However, the Council maintained steadfastly the tenacity of its nationalistic 

convictions. No additional food aid in cereals above the Food Aid Convention requirements 

was authorized in 1974-75, although the shipments of skimmed milk and butteroil were 

increased. On 14 April 1975, the Council did decide on a new decision-making procedure 

for food aid to be used in 'normal' situations. Wainright describes the Council's new 

procedural requirements ns follows: 

(a) prior adoption by the Council of food aid programmes in all the necessary detail; 
(b) contacts between the Commission and the beneficiary countries and organisations
included in the programmes to confirm their requirement for the aid decided and to 
regulate the details of its delivery; the Commission to send to the beneficiaries a 
letter in a standard form approved by the Council; (c) after receipt of this letter and 
confirmation of its terms by the beneficiary; the Commission to proceed to the 
measures necessary for mobilization of the food aid and for its delivery.43 

\ \ ;/, 
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However, Wainright then proceeds to elaborate on the conditions and constraints which the 

Council imposed on the Commission's freedom of action. The net result, according to 

Wainright, was that the Council had almost taken back with one hand what power it had 

given to the Commission with the other.' 

On 14 Septec:.-,. 1976, the Commission renewed its proposal for a three-year 

indicative food aid programme, this time for 1977-79.4s Minimum and maximum targets 

were set forth, as specified in Table 6. In the case of cereal grains, the Commission 

proposed a substantial increase in quantities. All of the increase was to be Community food 

aid, and would mean a percentage allocation of 65.5% for the EEC, and 34.5% for the 

member states in 1977. Moreover, these percentages were to move in 1978 to 73.6% and 

26.4%, and in 1979 to 79.3% and 20.7%. 

Once again, the European Parliament's support of the Commission was complete and 

enthusiastic. The Committee on Development and Cooperation applauded the proposed 

increase in cereal grains, but in the case of skimmed milk powder and butteroil it concluded 

that the Commission's plan was 'too conservative in its estimates of needs...'. 46 Included 

in this committee report was the follwing observation: 

It is probably unnecessary to point out again that the Community's current stocks 
amount to 1.3 million tons. Hence, the opportunity cost of supplying skimmed milk 
powder is relatively small. Moreover, food aid can be in the interest of the donor,
in furthering political and economic relations with beneficiary countries. 47 

The report from the Committee on Agriculture was in general concurrence, and concluded 

with a rather enigmatic observation that '...food aid must be adapted to current practical 

possibilities and not restricted by the upper limit of the range. " 8 
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The Council decided rather differently: for 1977, the total (1,287,000 tons) remained 

the same as in the 1976 programme, but the percentages were changed; 56% was to be 

donated by the Community, and 44% by the member states 9 

The Development Council, which met in late March 1977, did adopt some measures 

which could be defined as being steps towards a Europeanization of the Community's food 

aid programme. However, on the critical issues, the Council continued to frustrate the 

Commission's European strategy. As Klaus von Helldorf has noted, this situation constitutes 

a vici, us circle.-° The member states are unable to reconcile their political differences 

over the purposes and objectives of a food aid policy; in consequence, they will not consent 

to the Commission's proposals for a Community food aid policy. Indeed, this condition is 

indigenous to confederal political systems. 

Issues 

There is a potpourri of EEC food aid issues worthy of examination. Neither space 

nor datsa, however, will permit more than a brief overview of a few of them here. 

Multilateral v,bilateral food aid 

Nearly every defence of the bilateral approach to food aid is founded on the 

presumption that this method will enhance the prestige and influence of the donor nation--in 

this instance, the European Community. However, if the primary purpose of food aid is to 

assist the poor na'.ions in economic and social development, then it would appear that the 

less effective of the two means (i.e. bilateral aid) is being employed. A considerable amount 

of the Community's food aid, however, is distributed through international public and private 

agencies (World Food Programme, International Red Cross). World Food Programme 
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food-for-work projects are far more carefully supervised and evaluated than are any of the 

food aid programmes of donor nations, including the European Community--or so the rather 

scanty empirical evidence seems to indicate. 

Food aid as a foreign policy instrument 

A fair amount of rhetoric has come from the Commission, in particular, about the 

non-political nature of EEC food aid programmes. The proposal (on 5 May 1977) from the 

Commission to the Council,5' regarding skimmed milk powder and butteroil allocations for 

1977, might lead one to believe that the decisions are largely predetermined by established 

criteria, and then verified through computerization. No doubt the set of criteria (in this 

instance, need, per capita income and external financial situation) and categories (direct, 

indirect, emergency) are useful and necessary in terms of a decision-making procedure. 

However, the hypothesis must be examined that underlying the methods used to set the 

allocations are important political motives. It should come as no surprise if the hypothesis 

is found to be verified; all food aid programmes are intrinsically political, in terms of either 

foreign or domestic conditions, or both. 

Generation and use ofcounterpart funds 

Bilateral European Community food aid is allocated to the developing nations as a 

grant (in contrast, for example, to sales by the USA under Title I of PL 480). However, 

grants still pose several political and administrative questions. If the recipient nation sells 

the food in some manner, it receives local currency from the sale. Who should control the 

use of these currencies relative to purpose, project, timing, and so on? In the1974, 

Commission observed that 'in many cases it wuold be a mistake to regard the creation of 
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counterpart funds as anything more than an accounting device.52 Nevertheless, the 

Community's usual procedure, when counterpart funds are involved, is co request 

notification by the recipient nation of the development project o: projects which are to be 

financed, usually in part, from counterpart funds. The final decision is left to the recipient 

nation, but the Commission tries (it is unclear as to what evaluation procedure is used) to 

satisfy itself that the prescribed criteria have been adhered to.53 

This is a more sensitive political area than one might imagine at first glance. What 

seems to be the situation is that the EEC's role in the use of counterpart funds is decidedly 

limited, to almost a reporting function; i.e., the recipient nation reports to the Commission 

how the funds are to be used for one or more development projects. Quite likely it is 

politically prudent--meaning expedient--not to be scrupulously demanding nor seriously 

inquisitive. 

Forward planning of food aid 

Recently the FAO has complained of the 'sharp fluctuations' which have occurred 

in the availability of dairy products for food aid programmes. 54 For example: 

From an annual average of 270,000 tons in the first half of the 1960s, skim milk 
powder donations fell below 200,000 tons in the late 1960s and early 1970s and to as 
little as 76,500 tons on average during 1973-74. They rose again to 121,000 tons in 
1975 and to approximately 150,000 tons in 1976, with a further increase being 
expected in 1977.55 

As noted above, the Commission's proposed three-year indicative food aid programme has 

the potential for becoming a useful forward-planning instrument for the poor nations, as well 

as for the Commission's Directorate of Agriculture. Nevertheless, if the Council persists in 
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employing its minute and tedious interventions, the indicative food aid programme will 

continue to be an unreliable planning instrument, for both donor and recipients. s6 

If the general argumdats of this article are accurate and of any predictive value, then 

it is necessary for the Community's agriculture to continue to produce surpluses, or at least 

to produce an abundance. In addition, it is obviously mandatory that the European 

Community--including, of course, its principal institut,,ns--must continue to build (not 

dramatically, but incrementally, a 'European' foreign policy, of which food aid would be only 

one major strategy among many. 

The food surpluses will almost surely be available in the near future. The 

Community's cereal grains production in 1976 was considerably reduced from 1975 (91.7 as 

compared to 98 million tons), but in 1977 there was an increase to almost 105 million tons, 

and the forecast for 1978 was nearly 115 million tons.57 Moreover, net exports were 

forecast at 5 million tons of wheat for 1978-79; only in 1976-77 had the community had a 

significant net export of wheat, and that year it was only one million tons.m The 

production of dairy products is certainly more ominous--numbers of dairy cows are still 

increasing, and so are their yields. These conditions will put the Common Agricultural 

Policy under even more intense stress, and will likely place the whole CAP at risk. Even 

the Commission's principal ally, the European Parliament, was deeply divided in its farm

price debate, 22-23 March, 1977. Budget costs for FEOGA (European Agricultural 

Guidance and Guarantee Fund) during 1977 totalled about $8.7 billion;59 dairy costs alone 

accounted for approximately 25% of the total Community budget.60 
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For at least a decade, there have been biting criticisms and scornful invectives uttered 

against the Common Agricultural Policy.6' However, a strong and expensive CAP is a 

formidable cornerstone of the European Community. This author believes that it will 

continue to be so, and that the Community's food aid progranmne will prosper accordingly. 

In the expert judgment of Dennis Bergmann, '...the EEC will soon emerge as a significant 

exporter of grain (and not only wheat as in recent years)...,' caused by the '...pressure of 

irresistible technology on an inelastic demand.'62 In political terms, one might say that this 

state of affairs will contrast with an unrelenting demand for food aid to the developing 

countries. This demand will need to be integrated with the Community's complicated 

political interests and its contending ideologies. 



Table 1. Food aid in cereils from all sources 'thousand metric "onsi 

1969/70 1970/71 1971/72 1972/73 1973/74 1974/75 1975/76 1976177
 

argeit,na 27 10 13 2 10 20 

A .traa 216 235 193 143 330 319 68 123
 
Carada 663 1608 605 712 499 728 1 3 0005
EEC 1 356 983 917 896 1 219 1 420 1 "21 1 287F.nland 15 13  25 17 24 23 33 
Japan 395 753 731 528 435 300 56 225

Norwav 14 9 8 - - 10 10 
Swveden 38 65 8 56 45 263 "5 75 
Svotzeriand 35 45 27 21 33 29 75 32
USA 10008 8 927 8 993 6 704 2983 4 576 4 154 5 400
Aigeria -  - - - 18 
jr30  - - - - 283 
others - 10 291 547 311 390 126 -
Total 12767 '2658 11 786 9634 5882 8370 6891 8310 

Source World Food Council. FoodAid ,vFC38 24 Marci 1977 7aowe I p 3 tfootnotes are not inciiucded) 

Table 2. Value and origin of food aid from OECD member nations. 

1965 1970 1973 1974 1975 
$ million % $ mllion % $ million % $ million SSmillion 

uSA 1 234.4 94 1 888.0 70.3 618.0 54.6 7280 47.8 1 216.0 58.4 
Canada 57.3 4 4 99.2 7 9 95.9 8.5 142,5 9.4 263.3 12.8
EEC countries 6.4 0.5 111 2 88 264.1 23.3 443.1 29.1 413 4 199 
Japan 0.3 - 100.0 79 105.8 -3 74.1 49 15.3 0 7 
Others 12.9 1 0 65.1 5.2 48.7 4.3 134.1 8.8 171 4 8.2 
Total 1 3113 1000 1 263.5 1000 1 132.5 100.0 1 521.8 100.0 20794 100.0 

Source. Organisation for Economic Co-operation and Development. Development Cooperation - 1976 Review OECD Paris. 
November 1976. Table V-13 pp 148-149 

Table 3.Community food aid in cereals (sources. quantities, costs). 

1969/1970 1970/1971 1971/1972 1972/1973 1973/1974 1 .'74/1975 1975/1976 Tota, 

Volume 
1000 
tons % 

1000 
tons % 

7000 
tons % 

1000 
tons % 

1000 
tons 4 

7000 
tons % 

2000 
tons . 

1000 
tons 

Community operations 
National operations 

337 
698 

32.5 
67.5 

353 
682 

34 
66 

414 
621 

40 
60 

4640 
696.6 

40 
60 

579.15 
70785 

45 
55 

643 5 
643 5 

50 
50 

708 
579 

55 
45 

3 49865 
4 627 9! 

Total 1035 100.0 1035 100 1035 100 1 160.6 100 128700 100 12870 100 1 287 100 8 12660 

Value $ million $ million $ million $ million mIIIon $ million Smilhon S m,/llo 
Community operations 
National operations 

21.9 
45.4 

30.7 
59.3 

31 7 
47.6 

85.7 
128.6 

150.4 
183.4 

108 6 
108.6 

122.5 
100.2 

551 5 
673 1 

Total 67.3 90.0 79.3 214.3 333.8 217 2 222.7 1 2246 

Source: European Economic Community. EEC Commission Brussels. 1 December 1976 Annex 1 0 8 lunpublished. and European
Economic Community. 'Dossier - Community food aid rhe Courier. No 35. January-February 1976. p 38 

'rable 4. Community food aid in other products (quantities and costs). 

1970 1971 1972 1373 1974 1975 
 1976 Total
 
Volume 
thousands of tons 
Milk 24.580 46.935 55.185 46.134 82.966 55.000 105.000 415.800 
8utteroil 10.927 10.091 15.982 15.000 45.000 45,000 45.000 187.000 
Eggs  - 0.500 0.500 -  - 1.000 
Sugar  - 6.150 6.062 6.094 6.100 6.094 30.500 
Value 
S million 
Milk 8.2 28.5 35.80 30.1 68.2 37.75 96.22- 378.57 
Butteroil 8.4 20.2 31 ,% 13.7 48.8 80.12 86.19 364 21 
Ei~gs  - 1.44 1.2 -  - 264 
Suj'ar 
 - - 1.60 1.6 2.2 2.88 2.91 11.19
Fin incial contributions - - 1.60 1.6 2.2 3.25 1.25 9.90 
Total 1G.6 48.7 71.64 48.2 121.4 124.00 186.57 766.51 

Source: See Table 3. 



Table 5. Proposod indicative food aid programme. 1974f75-1976,77. n tons i 3od 
.rOduCt 

a If all actions are of a Communty Range of annual commitments Quantitiescharcterunder 1973'74
character i,mum 43,,mum progr3mmes
 
O If a oart of ad continues n the lorm of ce1e.3,s '700 0 0 0 a 2 500 0001)20 2CC3
 

national actons 
 1 000 0000 1 300 0000 8 00 

Source EEC Commission Food Crisis 3no, S.,-' iov oe' 30000 , 20 000 .5]0 ;00
the Commun,tv s Resoons Obhies Butterot 45000 65 000 45 :00
 
rowards Oeveloping Countries 6 Marcn 09, er croduc!s - _
 
.974 p 7
 

Table 6. Proposed indicative food aid programme, 1977.79, in tons of food product. 

Minimum annual Maximum annual Quantities under 
targets targots 1976 programme 

Cereals 1 650 000 2 500 000 1 287 000 
(of -,hCh Community 

to Oroyde) 11077 000-1 350 -i0) - 708 0001 
Source: EEC Commission. Three Year Skim milk powder 150000 175000 150000 
indicative Food Aid Programme. 1977. Butteroil 45 0o0 65000 45000
79. 14 September 1976 p 3. 
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Box 6. Dairy Aid Should be Slashed 

The greatest paradox of the EC food aid programme - indeed, its greatest scandal - is 
the continued dominance of dairy products. The case for food aid is largely a case for 
cereals; the Community's own policy statements make this case with eloquence and rigour. 
Yet, 40% of the Community's expenditure on food aid is for milk powder and butter oil, 
clearly reflecting the dominance of these products in the surplus mountains and lakes which 
the CAP has produced. It seems that the Community says one thing and does another: 
delinks food aid from the CAP in its policy statements but reflects it closely in practice. The 
costs are enormous. If the 233 million [C earmarked for dairy aid in the 1986 budget had 
been released instead for cereals, an additional 1.5 million tons of cereal aid could have 
been sent to the poorest countries, more than doubling the amount actually provided. The 
greatest irony of all is that the milk lakes have now dried up and the prices of milk products 
are rising in international markets: yet the EC still continues to provide large amounts of 
dairy aid each year. 

Defenders of the dairy programme would argue that dairy aid provides budgetary 
support and point to the enormous contribution EC dairy aid has made over the years to 
dairy development in India through Operation Flood. Operation Flood has been described 
as "By far the largest and most ambitious development project ever assisted by...Community 
food aid." Beginning in 1970, the EC has committed a total of 441,000 tons of dried skim 
milk and 151,700 tons of butter oil to Operation Flood, plus a small quantity of vegetable 
oil. Valued in current prices, this is equivalent to support of over 750 million Ecu for dairy 
development in India. 

The principle of Operation Flood is simple. Dairy products supplied by the Community 
are reconstituted into milk in India and sold through retaii outlets. The money raised, the 
so-called counterpart funds, are then used to support programmes that will increase dairy 
production and develop the milk distribution network. 

Dairy development can be a useful way of increasing cash incomes in rural areas. It can 
be especially beneficial for poor farmers and for women; it is also a way of providing
valuable iood to the towns. Why then has Operation Flood been so controversial that many 
campaigns have been waged against it in Europe? 

Critics charge that Operation Flood has failed to reach its main objectives. Too little 
attention has been paid to dairy development and too much to building a sophisticated
network of cooling plants and processing factories for milk distribution. The creation of a 
market for milk has meant that milk is exported from rural areas rather than being retained 
for domestic consumption. And in towns, milk is a luxury product which dies little to 
improve the nutritional standards of the poor. To make matters worse, critics have argued
that a great part of the EC's resources have vanished in subsidies to make milk cheaper, 
again benefiting the urban rich rather than the rural poor. 

Whatever the arguments about dairy development in general - and we are more 
sympathetic than not to the development of dairying as an income-earning activity for the 
rural poor - the use of European dairy surpluses to provide budgetary support to the Indian 
Government is an inefficient instrument. India deserves Balance of Payments and budgetary 

'A. 
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support and it is scandalous that it does not receive more in other forms of EC aid;however, boosting the food aid programme with milk powder and butter oil is a poor way 
to compensate. Dairy aid should be slashed. 

If dairy aid is cut and more cereals are provided, then more food aid should be provided
for sale and less for direct distribution. The critics of food aid are often distributed by sales:
they see food aid being sold in towns and they fear urban bias, import dependency and
distortion of local marketing systems. They would prefer to see food aid distributed directly
to the poor, in food for work or supplementary feeding programmes.

We believe the critics are wrong. The purpose of food aid is to provide the resources
with which to feed or employ poor people and often the easiest way to do this is to sell food
aid in the most convenient place and use the counterpart fund to buy food locally. 

Source: Independent Group on British Aid. Real Aid: What Europe Can Do (London:
Independent Group on British Aid, 119 Fentiman Road, 1989), pp. 55-57. 
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Box 7. European Food Aid Policy, 1968-1988 

United States food aid policy in the past has emphasized self-help as a principle for 
developing country recipients but the EEC emphasizes self-sufficiency in agriculture as a 
goal for recipients of its aid and food aid policies and its trade concessions under the Lome 
agreem,.;nts. As with the CAP, the EEC recommends, as a fundamental principle (how 
could this be otherwise since the CAP is the centrepiece of European cooperation), that 
self-sufficiency in agriculture should be the central policy objective of the associate members 
of the Community. Consequently EEC policies, including food aid policy, all emphasize the 
centrality of self-sufficiency in agriculture. 

Food aid policy since 1974 has moved from its position as a surplus disposal 
instrument to that of a development resource. While EEC policy is stAl vague and evolving, 
it is clear that food aid is considered to be in some respects superior to other forms of aid. 
The Commission considers that food aid can provide a unique resource for the agricultural 
and rural development of recipients, and that it can uniquely combat hunger through 
nutritional programmes. Food aid can provide food security by the establishment of food 
security stocks in recipient countries, and food aid and aid policy can promote economic 
integration in the developing world, as well as aid structural adjustment and balance of 
payments problems. 

The policy emphasis within the European Food Aid Policy, particularly since the mid
1970s, promotes a polic' set that is uniquely European and argues for policies and 
orogrammes that the earlier PL480 programme, for example, has never argued for. In its 
policy emphasis the EEC does have a legitimate claim to have a food aid programme that 
is not concerned with the surplus disposal of agricultural products, but with the utilization 
of food aid as a developmr..nt resource. The doctrine of the United States was for two 
decades (the Fifties and Sixties) that food aid was a "marriage of convenience," recognizing 
its self-interest and the interest of the recipients of its sirplus agricultural produce. The 
EEC does not acknowledge its self-interest in food aid as an instrument of surplus disposal 
or of market development, but insists that food aid in its own right is an appropriate 
resource for the development of poor countries, and particularly for the agricultural and 
food sectors of these countries. 

Unlike United States Food Aid Policy, European food aid policy does not parsue is 
commercial agricultural trade interest by providing concessional sales of food aid. The 
European Commission provides its food aid for emergency and developmental uses and 
these are in the form of grants. Triangular transactions, for example, involve both 
commodity aid and cash aid to promote economic integration. European food aid policy 
in the 1980s has decoupled from its commercial trade interests and it is questionable 
whether its food aid was ever entirely seen in Brussels as an agricultural trade development 
instrument. 

The European Economic Community has doubled its food aid, from under 2.0 million 
tons in the early 1970s to over two million tons in 1985, whereas the United States has not 
again reached its 1970 donations. 
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Community agricultural trade policy with regard to cereals appears to have broken
the link with food aid policy as a instrument of market development during the years 1975
1986. While world food aid volumes were reduced during the 1970s, EEC volumes 
stabilized, making its donations second to those of the United States. Whereas the United 
States food aid policy developed in line with its commercial market development aims,
European food aid policy has not sought its own agricultural trade development. As a 
consequence of this different approach to surplus disposal, the Europeans have not used 
food policy for trade expansion but have attempted, as they claim, to give food as a 
development resource and to encourage the development of the indigenous agricultural 
sector of recipients of its aid. 

Source: John Cathie, "European Food Aid Policy, A Review and Assessment, 1968-1988." 
Paper presented to the Agricultural Economics Society Annual Conference, Wye College,
University of London, April 6-9, 1990, pp. 17, 29, 30, 33, 38. 
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Chapter 15
 

Food Policy, Food Aid and
 
Structural Adjustment Programmes
 

John W. Mellor
 

Developing countries have experienced a series of economic crises growing out of the 

rapid increase in oil prices of the 1970s and continued low and unstable prices for exports. 

Contributing to these problems has been a rapid increase in private capital flows that have 

often exceeded local investment capacities, thereby encouraging high levels of public 

consumption and a low rate of return on investment. In recent years these and similar 

problems have severely distorted the functioning of many developing economies and have 

resulted in unmanageable debt repayment schedules, large and often growing budget deficits, 

and rapid inflation. 

Many developing countries have now implemented structural adjustment programmes 

to confront these problems. Exchange rates have been realigned to deal with shortages in 

foreign exchange, agricultural prices have been set at parity with international prices, public 

expenditures have been drastically reduced, and ,aarkets are now operating more free!'. 

Considering the size of shocks to developing country economies and the aftermath of the 

debt crisis, the course of these adjustment efforts is encouraging. 

There are, however, two troubling aspects of these structural adjustment programmes. 

First, the climate of urgency that surrounds adjustment proposals argues for quick fixes and 
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diverts attention away from critical long-term development issues. In many instances, the 

ultimate success of adjustment efforts can only be measured in how they contribute to long

term development efforts aimed at upgrading such public goods as education, rural and 

urban infrastructure and agricultural research. In other words, successfully implemented 

adjustments should set the stage for renewed growth. 

Second, adjustment policies can inflict considerable hardship on the poor. Fiscal and 

monetary policy changes often produce falling real wages, substantial increases in food 

prices and reductions in food subsidies and other transfer programmes to the poor. While 

the accelerated growth consequent to macroeconomic reforms may expand employment and 

even nominal wages, there is increasing evidence that the very poorest do not immediately 

participate in such improvements. In the short run, the poor may even suffer a deterioration 

in their income and nutritional status. 

EconomicGrowth 

Adjustment programmes typically involve radical changes in government policies 

designed to improve the efficiency of the public sector. Depending on the specific situation, 

a number of adjustment options are available. Reduced government expenditure can be 

used to free resources for more productive use and, when combined with tight monetary 

policies, ,orks to contain inflation. A devaluation of domestic currency reduces the outflow 

of foreign exchange by affecting the relative price of traded goods, thereby restricting the 

demand for imports and promoting exports. Market restructuring schemes can be used to 

save on administrative costs of government-operated marketing organizations and to restore 

price incentives to domestic production. 

(t'J 
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Adjustment policies are designed to produce a streamlined public sector, a more 

balanced external account and more efficient internal markets. These outcomes represent 

necessary--but not sufficient--conditions for accelerated economic growth. If growth is to 

be achieved, the resources obtained through adjustments must encourage expenditures on 

the public goods needed to facilitate broad-based development. In other words, along with 

effective improvement in sectoral policies, adjustment programmes must be directed towards 

the specific goals of an overall strategy of development. 

In the past, development efforts have frequently focused on capital-intensive 

strategies of growth. To ensure the availability of resources for investment in high-growth 

capital goods production, these strategies suppress the production of labour-intensive 

consumer goods. As a result, growth in employment is minimized. Underlying these 

strategies is the assumption that factor proportions in production are technologically fixed 

and that a surplus of labour can, only in the long-run, be mobilized by an expansion in the 

supply of capital. In addition, because the supply of capital goods is seen to be the principal 

constraint to development, little is dore to promote agricultural production. 

The assumption that factor proportions are technologically fixed ignores the role of 

technological innovation in improving factor productivity--specifically labour. Furthermore, 

by ignoring the vital link betwe.en the market for labour and the market for food, capital

intensive strategies create distortions hi the allocation of resources for the production of 

food. Throughout the developing world increased employment of the poor creates large 

increases in the demand for food. Elasticities of expenditure on food run as high as 0.62 

to 1.06 for the poor in developing countries.' Unless sufficient supplies of food are 

http:betwe.en
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available to meet increased demand, prices increase and the real incomes of the poor 

decline concomitantly. The pursuit of a capital-intensive strategy of development therefore 

tends to place an undue burden on the poor and represents a failure for developing 

countries to exploit their comparative advantage in labour-intensive production. 

In the context of a global economy, adjustment programmes should move to exploit 

that comparative advantage. Therefore, a major focus of structural adjustment should be 

towards accelerated long-term growth in employment of the poor. .The link between 

increased employment and the demand for food suggests that adjustments promoting growth 

in agriculture can be especially effective in promoting overall growth. Given the present 

global debt crisis, a capital-saving agricultural strategy seems particularly appropriate. By 

raising the purchasing power of the poor throgh increased employment, agricultural growth 

gets food into the hands of the poor through market mechanisms. Over time, it can 

eliminate much of the need for policies such as food subsidies which distort the functioning 

of a developing economy. 

The development of agriculture promotes employment of the poor through increased 

production of labonr-intensive wage goods, particularly food. such a strategy emphasizes the 

widespread dissemination of new agricultural technology to increase yields and to improve 

the productivity of labour. The sheer size of the agricultural sector in most developing 

countries, accounting for 40 to 80% of total employment, ensures that agricultural growth, 

through its multiplier effects, will have important macroeconomic implications. 

Technological change in agriculture increases the incomes of small landowning 

iarmers. In Asia, these farmers typically spend a large proportion of their new incomes on 
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locally-produced, nc-a-agricultural goods and services such as textile products, transportation 

and health services, and housing (see Figure 1). Production of these goods tends to be far 

more labour-intensive than in large-scale industry. As a result of the increased expenditures 

of landowning farmers, the rural poor gain a wide range of new, non-agricultural 

employment opportunities. 

Accelerated agricultural growth thus leads to increased employment for the poor. 

As the poor begin to work more steadily, their purchasing power also rises. The resulting 

increased demand for food and other goods provides strong, indirect multiplier effects which 

stimulate new rounds of growth in the economy as a whole. Inexpensive food from 

increased production helps keep labour costs down and, thus, encourages employment 

growth in the urban sectors of the economy. The result is a general increase in domestic 

demand for labour-intensive, consumer goods. 

Over time, firms producing such labour-intensive goods for domestic const:mption can 

acquire the experience needed to compete on the world market. This isimportant inasmuch 

as any successful strategy of development requires the production of export goods to pay for 

a wide range of capital-intensive goods - for example, fertilizer and pesticides for agriculture, 

and steel and petrochemicals for industry. A strategy of technological change in agriculture, 

which stresses the increased production of primary and consumer goods, isable to contribute 

to these export needs. 

Adjustment programmes can specifically address the needs of an agricultural 

development strategy. Devalued exchange rates to improve the balance of payments 

increase purchasing power in the rural areas and improve the export outlook for agricultural 



6 

production. Removing biases in the provision of credit, eliminating wage differences 

between urban and rural areas, and bringing domestic prices into parity with international 

prices all help to improve incentives to agricultural producers. More directly, changes in 

agricultural policies, such as reduction of export taxes and restructuring of agricultural 

markets, also provide incentives to agricultural producers. 

Because technological change represents the primary engine of sustained agricultural 

growth, adjustment policies should be designed to promote farmers' adoption of new high

yield seed, fertilizer and water inputs. Price changes can contribute to this process only by 

providing more efficient market signals. Artificially h.;her prices promote growth in output 

at the expense of decreasing factor productivity, resulting in less output for additional levels 

of inputs. Technological change, on the other hand, increases he productivity of inputs. 

In this regard, the role of structural adjustments should be to rationalize markets and return 

prices to proper market levels. Budgetary savings from cutbacks in public expenditure and 

resources obtained through sectoral reform should then be directed towards investment in 

rural infrastructure, extension services and agricultural research in order to promote long

term agricultural growth. 

Food policy and thtppor 

Food policies often play and integral role in adjustment programmes. Reduced food 

subsidies or the reorganization of agricultural commodity marketing programmes can mean 

substantial budgetary savings. For example, in Sri Lanka, policy reforms reduced food 

subsidies' share in total government expenditure from 15% in the mid-1970s to 3%in 1984.2 
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Scarce foreign exchange can also be saved by a currency devaluation which discourages 

agricultural imports and increases the demand for agricultural exports, 

However, the radical changes involved in such adjustment programmes have costs 

that threaten the short-term welfare of the poor. Reductions in food subsidies increase the 

cost of food to those people who can least afford it: the poor. Similarly, a currency 

devaluation increases the cost of imported food and domestically produced substitutes. Data 

from various developing countries suggest that the poor often spend between 60 and 80% 

of their income on food (see Table 1). As food prices rise, the poor suffer a much greater 

reduction in their real purchasing power and, therefore, in their ability to procure food. 

For example, data from India indicate that a price increase of 10% for foodgrains 

reduces foodgrain coasumption of the poorest two deciles of the income distribution by 

5.9%, but by only 0.2% for consumers in the top half of the most wealthy decile. Lower 

consumption by the poor is reflected partly be declining quantities of consumption and 

partly by reduced quality of food consumed, as the poor shift their consumption to food of 

lower nutritional value. A 10% increase in foodgrain prices creates a 33% decline in the 

expenditure on milk by the poor compared to only a 9% decline for the wealthy.3 

As food prices rise, the wealthier classes also tend to shift their consumption patterns. 

While the wealthy classes spend a lower proportion of their overall budget on food than the 

poor, in absolute terms they spend a great deal more. In India the wealthy spend 2.5 times 

more per capita of foodgrains than the poor. Given this large absolute expenditure of 

foodgrains, an increase in the price of foodgrains necessarily results in a large, absolute shift 

in consumption of the wealthy out of other labour-intensive goods. The magnitude of that 
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shift and the high labour content of production combine to reduce seriously the employment 

of the poor. The result of this secondary effect of increased food prices is an even further 

reduction in the poor's purchasing power and, therefore, in their consumption of food. 

Because the poor spend so much on food, lower prices through subsidies can 

significantly raise real incomes. Food subsidies account for between 15 and 25% of total 

income of the poor in a number of countries.4 In addition, income in the form of food 

subsidies improves the nutritional status of special target groups, such as children, more than 

income in other forms.5 Therefore, in spite of the demands on government budgets, food 

subsidies in some form are often essential in the short run for maintaining the nutritional 

status of the poor. 

Subsidies can be made more efficient through selection of appropriate commodities 

to subsidize, reorganizing distribution practices and in targeting suosidies towards specific 

population groups. In Sri Lanka, in the context of economic reforms, attempts to re-target 

food subsidies under a food stamp scheme restricted transfers to half of all households 

formerly eligible for subsidies. 6 

However, these changes had a significant negative impact on the consumption of the 

poor. As a result of these reforms in Sri Lanka, the lowest quintile of the population in 

terms of food expenditure received only 38% of the total food stamp outlay. After changing 

to foodstamps, while nearly 75% of Sri Lankan households maintained or increased per 

capita caloric consumption, per capita consumption of the most poor declined by 8%. 
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Food aid and long-term growth 

Food aid can be particularly useful as a means of protecting the poor from the 

adjustment process. It can provide the means to balance the tradeoffs inherent in 

adjustment policies, such as between continued food subsidies to consumers and improved 

price incentives to food producers. Furthermore, in the transition tc 'n agricultural strategy, 

production may lag behind any initial increases in demand for food. In addition, foreign 

exchange may be unavailable to meet those short-term food needs through increased 

commercial imports. It may be necessary in the short run to provide assistance in the form 

of food aid. In the long run, agricultural growth should provide the necessary domestic 

production and foreign exchange to meet that increasing demand. 

It is often argued, however, that food aid represents a poor substitute for financial 

development assistance. Because financial assistance allows flexibility in market decisions, 

it is argued that it provides food more efficiently than food aid with its added administrative 

baggage. Therefore, successful use of food aid depends on the ability to ensure that it is 

additional to financial aid, it may still not make a net contribution to economic growth. 

Poorly managed distribution of food aid can suppress incentives to increased domestic 

agricultural production and can create a dependence on imported commodities. 

By segmenting the market for food, charging higher prices to countries with relatively 

inelastic demand and lower prices to countries with more elastic demand, food aid can be 

used as an additional form of development assistance. If a certain quantity of a given supply 

of food can be reserved for low-income people at a low price, their consumption will jump 

sharply. Food aid from developed countries can then be used as an additional source of 
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low-priced food to meet this increased demand. The remaining supplies can be sold to high

income, demand-inelastic countries at prices that more than compensate producers for the 

lower prices paid by the poor. 

Within developing countries the demand for food by the poor is highly elastic, with 

a price elasticity of demand of about -0.8, while the demand of the most wealthy is quite 

inelastic, with a price elasticity of demand of only -0.1 or less. 7 Segmentei markets allow 

for low-priced food from food aid to be sold to the poor without depressing incentives to 

domestic production. Because low prices of food aid crea' e additional demand, domestic 

farmers can maintain their markets by maintaining high average prices for domestically 

produced food through the sale of food to more wealthy consumers. 

In addition to providing increased supplies of food to poor consumers, food aid can 

help facilitate growth in agriculture. Through the mechanism of food-for-work programmes, 

food aid can help meet one of the rr ist pressing agricultural development needs in many 

African and Asian countries: the lack of rural infrastructure. One of the principal 

contributions of food-for work programmes has been the building of better roads, irrigation 

and drainage systems, and communications networks. In effect, food-for-work programmes 

to build rural infrastructure can decrease the cost of food production more than the 

potential depressing effect of food aid on producer prices. At the same time the very 

positive impact of these programmes on the rural infrastructure helps pave the way for the 

multiplier effects of agricultural growth to expand income and employment in other sectors 

of the economy. 
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For example, in Bangladesh it is estimated that food-for-work programmes increased 

the gross value of crop production by 27% in some areas, with increases of 11.9% in the per 

acre employment of labour and 41% for fertilizer (see Tabie 2). These date indicate that 

food aid in the form of food-for-work programmes can have a significant impact on the 

adoption of modem agricultural technology. 

The capacity of developing countries to absorb increased food aid depends on 

improvements in distribution channels. These structures are essential not only for ensuring 

the most efficient use of food aid as long-term shortages caused by increases in demand 

from increased empioyment or fluctuations in domestic production. However, distribution 

channels can only be built over time and require reasonable assurances on long-term aid. 

this requirement places a burden on the developed countries. Donor countries should do 

everything in their power to provide reliable amounts of food aid over a sufficiently long 

period so that development goals can be achieved. 

If used properly, food aid does not contribute to distortions in the agricultural sector. 

To the extent that current development strategies overemphasize capital goods production 

at the expense of labour and food, distortions already exist in the allocation of resources to 

agriculture. In these cases, food aid can be used to support structural improvements 

designed to return developing countries to a new equilibrium of more labour-intensive 

production. 

£ncdlsions 

Structural adjustments are necessary to eliminate distortions in resource use in many 

developing economies. however, in pursuing these reforms, developing countries should not 
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lose sight of the long-term goals of economic development. To these ends it is essential that 

structural adjustment programmes move developing countries towards their comparative 

advantage in labour-intensive production. Given the requirements for increased 

employment and the linkages between the markets for food and labour, structural 

adjustments should provide support for a strategy that emphasizes agricultural growth. This 

can best be accomplished by policies that facilitate the widespread diffusion of the basic 

elements of the modern agricultural technology - new seeds, fertilizer and water inputs. 

It is important to realize that the losses incurred by the poor during the course of 

structural adjustment represent very real setbacks to the development process as a whole. 

It is, therefore, incumbent on both developing and developed countries to cooperate in the 

design and implementation of adjustment policies which protect the status of the poor and 

lead to an equitable pattern of growth. For their part, developing countries should give 

priority to an agricultural strategy of development. They must then make the hard policy 

decisions with respect to the allocation of scarce human and financial resources to promote 

such a policy. Developed countries, on the other hand, should provide reliable supplies of 

food aid and assistance, both to mitigate the negative impact of adjustments on the poor and 

to support a long-term pattern of development. From the dynamics of such a partnership 

between developing and developed countries, the world could conceivably evolve into a 

place where enough food is an accepted fact for all peoples. 
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Box 8. Distinctions Between Project and Program Food Aid 

Program food aid consists of food commodities that are either provided through a 
grant to the recipient country government or sold under a long-term loan agreement
with low interest rates. In either case, the food is then sold on local markets to 
consumers, which generates a great deal of local currency for the government. While
the rationale for all forms of food aid is to help alleviate hunger, the purpose of 
program food aid is to close the gap between domestic food availability and consumer 
food needs. 

Project food aid is always provided as a donation to needy nations with severe
 
financial and hunger problems. The food commodities are targeted to specific
 
consumer groups 
or specific regions within the recipient country under supplementary
feeding programs, maternal and infant care projects, or food-for-work projects. In
general, the food is not sold to consumers as it is under program food aid. However,
there is a growing trend to sell a small portion of project food aid on the local
markets as a means of paying for internal delivery costs or the implementation costs
of associated food-for-work development projects. This trend is referred to as the

moIetization of project food aid. Food-for-work projects and feeding programs are
 
usually administered by nonprofit voluntary agencies (PVOs).
 

Source: Patricia J. Vondal, _The Development Impacts of Program Food Aid: A Synthesis
fDonor Findings and Current Trends and Strategies (Washington, D.C.: U.S. Agency forInternational Development Program Evaluation, Discussion Paper No. 30, June 1990), p. 2. 



Box 9. 15A2 

Global food aid profile 1988/89
 
Total food aid ($million, 1988) 1 

of which (%): 
Bilatera food aid 
Multilateral food aid 
Food aid grants 
Food aid loans 
Proportion of total ODA 

3,791.0 

65.3 
34. 
82.9 
171 

7.9 

Cral food aid dellverfes (million tons, 1988/89)2 
Percent of world cereal production 
Percent of world trade incere ls 
Percent of developed countries' cereal stocks 
Percent of developing cocntries' cereal imports 

11.1 
0.6 
5.4 
5.5 
8.5 

Food aid categories (%of total cereals, 1989) 
Programme/non-project food aid 
Emergency food aid 
Project food aid 

of which (%): 
Agricultural and rural development 
Nutrition improvement 
Food security reserves 
Other 

55.1 
18.1 
26.4 

37.1 
18.3 
1.4 

43.2 

Regional and country group distribution 
Sub-Saharan Africa 
Asia and Pacific 
Latin Amerca and Caribbean 
North Africa and Middle East 
Europe 

(%of total cereals, 1989) 
24.8 
29.9 
20.0 
22.6 
2.9 

Low-income food-deficit countries 
Least developed countries 

79.2 
34.3 

Non-rereal food aid (million tons. 1989) 
Vegetable oil and fats 
Dairy products 
Pulses 
Other commodities 

1.0 
0.5 
0.2 
0.2 
0.1 

1 Provisional: for DAC/OECD countnes only, the main donors of food aid. 
2 Provisional figues: July/June. 

Source: World Food Program, 1990 Food 
Program, 1990), p. 21. 

Aid Review (Rome: World Food 
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Box 10, Projection of Food Aid Needs 

There is no single generally accepted methodology for estimatin,., food aid needs. A 
review of recent efforts to estimate global, regional and country-specific food trade and food 
aid needs was organized in October 1988 under the aegis of the U.S. National Research 
Council. 

The range of estimates generated by different groups of specialists, based on different 
definitions, range from 10 million to 50 million metric tons (MMT) p.' year. 

10 MMT actual food aid delivery 1987-88 
20 MMT estimated aid to meet food price stabilization needs in 1990; also, low range 

estimates of food price stabilization needs for 1995 
30 MMT average annual price stabilization needs for 1995-2000 
40 MMT high range estimates of annual food price stabilization needs 1995-2000 
50 MMT average annual food aid to achieve price stabilization plus food aid for 

hunger/nutritional adequacy 1995-2000 

Variations among the estimates arise for several reasons. One is that each model 
includes or excluded different countries from its analysis. For example, Korea, which has 
the ability to pay for its import needs, is not in every analysis although it still receives food 
aid shipments. Similarly, China, which is largely self-sufficient, also receives food aid and 
is not always included. This inclusion or exclusion of countries from any analysis
significantly alters its overall projections. In spite of this, there is surprising agreement 
among the models on aggregate and regional trade projections. Consequently these 
projections seemed ieasonably useful for policy planning, at least as assessed by the experts 
ai the workshop. 

Thz commitment of the industrial countries to meet food aid needs, however, falls 
short of the minimum food stabilization requirements of the poorest countries. Current 
food aid shipments (10-11 MMT in 1987) meet only half of these needs. Satisfying the 
lower estimates of stabilization needs would therefore require a doubling of food aid in the 
near tenr-.. It was estimated that existing calorie deficiencies owing to lack of p,,rchasing 
power amount to roughly 15-18 MMT of cereals per year. Assuming a perfect targeting of 
food aid to poorest households suffering from such deficiencies, and further assuming that 
each metric ton will result in a net increase ;n consuription within those households of one
half of each metric ton targeted to such households because of an estimated 50 percent 
substitution "leakage" factor, 30-36 MMT of grain would have to be targeted on these 
households. This would result in a net increase in market demand of 15-18 MMT among
the targeted population and the use of the other 15-18 MMT to meet market demand so as 
to stabilize, but not reduce, local food prices, while saving foreign exchange expenditures. 

Current levels of food aid, representing only 50 percent of near-term minimum 
stabilization needs, reflect political priorities and constraints on the part of the industrial 
countries. Although doubling food aid could reduce hunger without distorting global supply 
or price conditions during the coming decade, it would not happen automatically, and to be 
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effective it would have to be allocated accofding to need. Moreo-,er, this doubling in itself, 
even if allocated to countries in most need, might still not reach the people targeted, since
they are left unaffected by many ctrrent food aid modalities. The targeting task requires
additional resources cnd mechanism., of distribution through food for work, food stamps, or
entitlement measures, all of which target food beyond those currently included. Innovative 
mechanisms might improve the ;ability to distribute food through the private sector at no
-additional governm;. t cost, and achieve price stabilization (and linkled development) and 
nutritional objectives. 

The history of food aid availability shows that it has been governed substantially by
donor supply and trade pressures. This orientation has tended to keep food aid levels lower 
than estimated needs. Global food stabilization goals compete with these other pressures, 
as seen in the 1973-74 period of tight supplies, quite unfavorably. While donors are
concerned with world hunger--it is a major political issue in the industrial countries--other 
forces, such as domestic economic priorities, are ultimately more important policy
determinants. In addition, political and diplomatic concerns also have led to substantial 
political control over food aid allocations. Skepticism was exPressed by modeling experts,
therefore, regarding donor willingness to add substantial resources to food aid, even for 
innovative targeted programs so as to satisfy mininvri..- nutritional needs. 

Source: Board on Science and Techi.ology for International Development, Food Aid
Projections for the Decade of the i990s (Washington, DC: National Research Council, 
1989), pp. 5-7. 

q%1
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Chapter 15
 

Food Policy, Food Aid and
 
Structural Adjustment Programmes
 

John W. Mellor
 

Developing countries have experienced a series of economic crises growing out of the 

rapid increase in oil prices of the 1970s and continued low and unstable prices for exports. 

Contributing to these problems has been a rapid increase in private capital flows that have 

often exceeded local investment capacities, thereby encouraging high levels of public 

consumption and a low rate of return on investment. In recent years these and similar 

problems have severely distorted the functioning of many developing economies and have 

resulted in unmanageable debt repayrment schedules, large and often growing budget deficits, 

and rapid inflation. 

Many developing countries have now implemented structural adjustment programmes 

to confront these problems. Exchange rates have been realigned to deal with shortages in 

foreign exchange, agricultural prices have been set at parity with international prices, public 

expenditures have been drastically reduced, and markets are now operating more freely. 

Considering the size of shocks to developing country economies and the aftermath of the 

debt crisis, the course of these adjustment efforts is encouraging. 

There are, however, two troubling aspects of these structural adjustment programmes. 

First, the climate of urgency that surrounds adjustment proposals argues for quick fixes and 
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diverts attention away from critical long-term development issues. In many instances, the 

ultimate success of adjustment efforts can only be measured in how they contribute to long

tei-m development efforts aimed at upgrading such public goods as education, rural and 

urban infrastructure and agricultural research. In other words, successfully implemented 

adjustments should set the stage for renewed growth. 

Second, adjustment policies can inflict considerable hardship on the poor. Fiscal and 

monetary policy changes often produce falling real wages, substantial increases in food 

prices and reductions in food subsidies and other transfer programmes to the poor. While 

the accelerated growth consequent to macroeconomic reforms may expand employment and 

even nominal wages, there is increasing evidence that the very poorest do not immediately 

participate in such improvements. In the short run, the poor may even suffer a deterioration 

in their income and nutritioual status. 

Economic Growth 

Adjustment programmes typically involve radical changes in government policies 

designed to improve the efficiency of the public sector. Depending on the specific situation, 

a number of adjustment options are available. Reduced government expenditure can be 

used to free resources for more productive use and, when combined with tight monetary 

policies, works to contain inflation. A devaluation of domestic currency reduces the outflow 

of foreign exchange by affecting the relative price of traded goods, thereby restricting the 

demand for imports and promoting exports. Market restructuring schemes can be used to 

save on administrative costs of government-operated marketing organizations and to restore 

price incentives to domestic production. 
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Adjustment policies are designed ,:o produce a streamlined public sector, a more 

balanced external account and more efficient internal markets. These outcomes represent 

necessary--but not sufficient..-conditions for accelerated economic growth. If growth is to 

be achieved, the resources obtained through adjustments must encourage expenditures on 

the public goods needed to facilitate broad-based development. In other words, along with 

effective improvement in sectoral policies, adjustment programmes must be directed towards 

the specific goals of an overall strategy of development. 

In the past, development efforts have frequently focused on capital-intensive 

strategies of growth. To ensure the availability of resources for investment in high-growth 

capital goods production, these strategies suppress the production of labour-intensive 

consumer goods. As a result, growth in employment is minimized. Underlying these 

strategies is the assumption that factor proportions in production are technologically fixed 

and that a surplus of labour can, only in the long-run, be mobilized by an expansion in the 

supply of capital. In addition, because the supply of capital goods is seen to be the principal 

constraint to development, little is done to promote agricultural production. 

The assumption that factor proportions are technologically fixed ignores the role of 

technological innovation in improving factor productivity--specifically labour. Furthermore, 

by ignoring the vital link between the market for labour and the market for food, capital

intensive strategies create distortions in the allocation of resources for the production of 

food. Throughout the developing world increased employment of the poor creates large 

increases in the demand for food. Elasticities of expenditure on food run as high as 0.62 

to 1.06 for the poor in developing countries.' Unless sufficient supplies of food are 
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available to meet increased demand, prices increase and the real incomes of the poor 

decline concomitantly. The pursuit of a capital-intensive strategy of development therefore 

tends to place an undue burden on the poor and represents a failure for developing 

countries to exploit their comparative advantage in labour-intensive production. 

In the context of a global economy, adjustment programmes should move to exploit 

that comparative advantage. Therefore, a major focus of structural adjustment should be 

towards accelerated long-term growth in employment of the poor. The link between 

increased employment and the demand for food suggests that adjustments promoting growth 

in agriculture can be especially effective in promoting overall growth. Given the present 

global debt crisis, a capital-saving agricultural strategy seems particularly appropriate. By 

raising the purchasing power of the poor through increased employment, agricultural growth 

gets food into the hands of the poor through market mechanisms. Over time, it can 

eliminate much of the need for policies such as food subsidies which distort the functioning 

of a developing economy. 

The development of agriculture promotes employment of the poor through increased 

production of labour-intensive wage goods, particularly food. such a strategy emphasizes the 

wide3pread dissemination of new agricultural technology to increase yields and to improve 

the productivity of labour. The sheer size of the agricultural sector in most developing 

countries, accounting for 40 to 80% of total employment, ensures that agricultural growth, 

through its multiplier effects, will have important macroeconomic implications. 

Fechnological change in agriculture increases the incomes of small landowning 

farmers. In Asia, these farmers typically spend a large proportion of their new incomes oi, 
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locally-produced, non-agricultural goods and services such as textile products, transportation 

and health services, and housing (see Figure 1). Production of these goods tends to be far 

more labour-intensive than in large-scale industry. As a result of the increased expenditures 

of landowning farmers, the rural poor gain a wide range of new, non-agricultural 

employment opportunities. 

Accelerated agricultural growth thus leads to increased employment for the poor. 

As the poor begin to work more steadily, their purchasing power also rises. The resulting 

increased demand for food and other goods provides strong, "indirectmultiplier effects which 

stimulate new rounds of growth in the economy as a whole. Inexpensive food from 

increased production helps keep labour costs down and, thus, encourages employment 

growth in the urban sectors of the economy. The result is a general increase in domestic 

demand for labour-intensive, consumer goods. 

Over time, firms producing such labour-intensive goods for domestic consumption can 

acquire the experience needed to compete on the world market. This is important inasmuch 

as any successful strategy of development requires the production of export goods to pay for 

a wide range of capital-intensive goods - for example, fertilizer and pesticides for agriculture, 

and steel and petrochemicals for industry. A strategy of technological change in agriculture, 

which stresses the increased production of primary and consumer goods, isable to contribute 

to these exort needs. 

Adjustment programmes can specifically address the needs of an agricultural 

development strategy. Devalued exchange rates to improve the balance of payments 

increase purchasing power in the rural areas and improve the export outlook for agricultural 
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production. Removing biases in the provision of credit, eliminating wage differences 

bet een urban and rural areas, and bringing domestic prices into parity with international 

prices all help to improve incentives to agricultural producers. More directly, changes in 

agricultural policies, such as reduction of export taxes and restructuring of agricultural 

markets, also provide incentives to agricultural producers. 

Because technological change represents the primary engine of sustained agricultural 

growth, adjustment policies should be designed to promote iarmers' adoption of new high

yield seed, fertilizer and water inputs. Price changes can contribute to this process only by 

providing more efficient market signals. Artificially higher prices promote growth in output 

at the expense of decreasing factor productivity, resulting in less output for additiona, levels 

of inputs. Technological change, on the other hand, increases the productivity of inputs. 

In this regard, the role of structural adjustments should be to rationalize markets and return 

prices to proper market levels. Budgetary savings from cutbacks in public expenditure and 

resources obtained through sectoral reform should then be directed towards investment in 

rural infrastructure, extension services and agricultural research in order to promote long

term agricultural growth. 

Food Volicy and the poor 

Food policies often play and integral role in adjustment programmes. Reduced food 

subsidies or the reorganization of agricultural commodity marketing programmes can mean 

substantial budgetary savings. For example, in Sri Lanka, policy reforms reduced food 

subsidies' share in total government expenditure from 15% in the mid-1970s to 3%in 1984.2 
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Scarce foreign exchange can also be saved by a currency devaluation which discourages 

agricultural imports and increases the demand for agricultural exports, 

However, the radical changes involved in such adjustment programmes have costs 

that threaten the short-term welfare of the poor. Reductions in food subsidies increase the 

cost of food to those people who can least afford it: the poor. Similarly, a currency 

devaluation increases the cost of imported food and domestically produced substitutes. Data 

from various developing countries suggest that the poor often spend between 60 and 80% 

of their income on food (see 'rable 1). As food prices rise, the poor suffer a much greater 

reduction in their real purchasing power and, therefore, in their ability to procure food. 

For example, data from India indicate that a price increase of 10% for foodgrains 

reduces foodgrain consumption of the poorest two deciles of the income distribution by 

5.9%, but by only 0.2% for consumers in the top half of the most wealthy decile. Lower 

consumption by the poor is reflected partly be declining quantities of consumption and 

partly by reduced quality of food consumed, as the poor shift their consumption to food of 

lower nutritional value. A 10% increase in foodgrain prices creates a 33% decline in the 

expenditure on milk by the poor compared to only a 9% decline for the wealthy.3 

As food prices rise, the wealthier classes also tend to shift their consumption patterns. 

While the wealtny classes spend a lower proportion of their overall budget on food than the 

poor, in absolute terms they spend a great deal more. In India the wealthy spend 2.5 times 

more per capita of foodgrains than the poor. Given this large absolute expenditure of 

foodgrains, an increase in the price of foodgrains necessarily results in a large, absolute shift 

in consumption of the wealthy out of other labour-intensive goods. The magnitude of that 



8 

shift and the high labour content of production combine to reduce seriously the employment 

of the poor. The result of this secondary effect of increased food prices is an even further 

reduction in the poor's purchasing power and, therefore, in their consumption of food. 

Because the poor spend so much on food, lower prices through subsidies can 

significantly raise real incomes. Food subsidies account for between 15 and 25% of total 

income of the poor in a number of countries.4 In addition, income in the form of food 

subsidies improves the nutritional status of special target groups, such as children, more than 

income in other forms.5 Therefore, in spite of the demands on government budgets, food 

subsidies in some form are often essential in the short run for maintaining the nutritional 

status of the poor. 

Subsidies can be made more efficient through selection of appropriate commodities 

to subsidize, reorganizing distribution practices and in targeting subsidies towards specific 

population groups. In Sri Lanlka, in the context of economic reforms, attempts to re-target 

food subsidies under a food stamp scheme restricted transfers to half of all households 

formerly eligible for subsidies.6 

However, these changes had a significant negative impact on the consumption of the 

poor. As a result of these reforms in Sri Lanka, the lowest quintile of the population in 

terms of food expenditure received only 38% of the total food stamp outlay. After changing 

to foodstamps, while nearly 75% of Siri Lankan households maintained or increased per 

capita caloric consumption, per capita consumption of the most poor declined by 8%. 
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Food aid and long-term rgwth 

Food aid can be particularly useful as a means of protecting the poor from the 

adjustment process. It can provide the means to balance the tradeoffs inherent in 

adjustment policies, such as between continued food subsidies to consumers and improved 

price incentives to food producers. Furtherlore, in the transition to an agricultural strategy, 

production may lag behind any initial increases in demand for food. In addition, foreign 

exchange may be unavailable to meet those short-term food needs through increased 

commercial imports. It may be necessary in the short run to provide assistance in the form 

of food aid. In the long run, agricultural growth should provide the necessary domestic 

production and foreign exchange to meet that increasing demand. 

It is often argued, however, that food aid represents a poor substitute for financial 

development assistance. Because financial assistance allows flexibility in market decisions, 

it is argued that it provides food more efficiently than food aid with its added administrative 

baggage. Therefore, successful use of food aid depends on the abilit, to ensure that it is 

additional to financial aid, it may still not make a net contribution to economic growth. 

Poorly managed distribution of food aid can suppress incentives to increased domestic 

agricultural production and can create a dependence on imported commodities. 

By segmenting the market for food, charging higher prices to countries with relatively 

inelastic demand and lowec prices to countries with more elastic demand, food aid can be 

used as an additional form of development assistance. If a certain quantity of a given supply 

of food can be reserved for low-income people at a low price, their consumption will jump 

sharply. Food aid from developed countries can then be used as an additional source of 
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low-priced food to meet this increased demand. The remaining supplies can be sold to high

income, demand-inelastic countries at prices that more than compensate producers for the 

lower prices paid by the poor. 

Within developing countries the demand for food by the poor is highly elastic, with 

a price elasticity of demand of about -0.8, while the demand of the most wealthy is quite 

inelastic, with a price elasticity of demand of only -0.1 or less.7 Segmented markets allow 

for low-priced food from food aid to be sold to the poor without depressing incentives to 

domestic production. Because low prices of food aid create additional demand, domestic 

farmers can maintain their markets by maintaining high average prices for domestically 

produced food through the sale of food to more wealthy consumers. 

In addition to providing increased supplies of food to poor consumers, food aid can 

help facilitate growth in agriculture. Through the mechanism of food-for-work programmes, 

food aid can help meet one of the most pressing agricultural development needs in many 

African and Asian countries: the lack of rural infrastructure. One of the principal 

contributions of food-for work prograrmes has been the building of better roads, irrigation 

and drainage systems, and communications networks. In effect, food-for-work programmes 

to build rural infrastructure can decrease the cost of food production more than the 

potential depressing effect of food aid on producer prices. At the same time the very 

positive impact of these programmes on the rural infrastru¢:'!re helps pave the way for the 

multiplier effects of agricultural growth to expand income and employment in other sectors 

of the economy. 
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For example, in Bangladesh it isestimated that food-for-work programmes increased 

the gross value of crop production by 27% in some areas, with increases of 11.9% in the per 

acre employment of labour and 41% for fertilizer (see Table 2). These date indicate that 

food aid in the form of food-for-work programmes can have a significant impact on the 

adoption of modern ag-icultuiral technology. 

The capacity of developing countries to absorb increased food aid depends on 

improvements in distribution channels. These structures are essential not only for ensuring 

the most efficient use of food aid as long-term shorcages caused by increases in demand 

from increased employment or fluctuations in domestic production. However, distribution 

channels can only be built over time and require reasonable assuraiic-. on long-term aid. 

this requirement places a burden on the developed countries. Donor countries should do 

everything in their power to provide reliable amounts of food aid over a sufficiently long 

period so that development goals can be achieved. 

If used properly, food aid does not contribute to distortions in the agricultural sector. 

To the extent that cuirent development strategies overemphasizc capital goods production 

at the expense of labour and food, distortions already exist in the allocation of resources to 

agriculture. In these cases, food aid can be used to support structural improvements 

designed to return developing countries to a new equilibrium of more labour-intensive 

production. 

Structural adjustments are necessary to eliminate distortions in resource use in many 

developing economies, however, in pursuing these reforms, developing countries should not 
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lose sight of the long-term goals of economic development. To these ends it is essential that 

structural adjustment progiamnes move developing countries towards their comparative 

advantage in labour-intensive production. Given the requirements for increased 

employment and the linkages between the for food andmarkets labour, structural 

adjustments should provide support for a strategy that emphasizes agricultural growth. This 

can best be accomplished by policies that facilitate the widespread diffusion of the basic 

elements of the modem agricultural technology - new seeds, fertilizer and water inputs. 

It is important to realize that the losses incurred by the poor during the course of 

structural adjustment represent very real setbacks to the development process as a whole. 

It is, therefore, incumbent on both developing and developed countries to cooperate in the 

design and implementation of adjustment policies which protect the status of the poor and 

lead to an equitable pattern of growth. For their part, developing countries should give 

priority to an agricultural strategy of development. They must then make the hard policy 

decisions with respect to the allocation of scarce human and financial resources to promote 

such a policy. Developed countries, on the other hand, should provide reliable supplies of 

food aid and assistance, both to mitigate the negative impact of adjustments on the poor and 

to support a long-term pattern of development. From the dynamics of such a partnership 

between developing and developed countries, the world could conceivably evolve into a 

place where enough food is an accepted fact for all peoples. 
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Figure 1. Marginal budget shares for It 
locally produced non-food goods and 
services by expenditure level, Muda 201- I
irrigation project area. Malaysia, 
1973. 

10 "
 
Source: Peter BR. Hazell and Ailsa Roel.L 
Rural Growth Linkages: Housenold Ex. 
penditure Patterns in Malaysia and Niger
ia. Research Report 41. International Food 0L l , - -
Policy Recoarch !nstitute. Washington, lst 2nd 3rd 4tht 5th 6th 7th 8th '9th oth 
OC. 1983. Per capita expenditure decile 

Table 1.Average budget shares spent on food among the poor in selected cities and countr, 

Population Budget
City/country group share Source 

BogotaCoIcmbia Lowest 25'o 0 i2 M sgPovs"
BarranquollaCotorncia Lowest 25', )65 Musgrove-
Caii,Coomoia Lowest 25'. 068 Musgrove-
MaracaDo,Venezueia Lowest 25- 0 58 Mlusgrove'
Brazil (uroani -cwest 30. ,51 Gray'
Brazil rurall Lowest 30% ) 65 (i'ay'
naia Lo.wes 20% 37' Mellor 

Sri Lanka Lowest 10% 0 "9 Sann'
Thailand Lowest 10% 067 T'alravorakul,. 

Source Per Pinstruo-Anaersen Agricuitu. al 
oiOicy and numan nutriion oaoer orepared !or 

Agricultural Policy Worksnop. Santiago Domini
can RepuDlic. International Fod Policy Re
search Institute. Wasnington, DC 1985 

Table 2. Effect of food-for-work protects on labour ard fertilier use. Bangladelh. 1982. 

Labor (days per acre) Fertilizer (lb per acre)Infrastructure IFF Oth'er IF other 

type projects protects projects protects 

Drainage/irrigation canal 58 2 57 0 74 54
Field channel irrgation 91 5 60 4 235 9sam,Coastht embanment 34 8 41 6 24 3Flood protection embankment 74 0 92 3
Flasm-flood protlion embankment 83 1 89 2 401 41
All types 71 3 

'Phillip Musgrove Consumer Ben'avour n"Ljtn 
America. The BroCKirgs anstuion ,iasrr'gton
DC 1978 
'Cheri W Gray ,roo C,,rsu,,'ototi 0aramerers 
'or Brazi and T',e,r Acc,canCr' ,ooa "3+',C
Pesearc,' Peoon 32. r'erraiocai 'ooo PoCiicy 
Aesearcn "'stitLue vasrnrgton DC '982 

onn ,V Meelor "'e "VeavEcoromics of Growtn 
Correil Linversty P'ess iraca NY 1976 
'David Sarin The effect of :",ce and ncome 
cranges on 'od energy tame n St,anka 
Economic Develooment arc Cturai J.."ange 
January 1988 
Prasarn ',airatorakui "e E"ects on rcoee 

OislrOuion an ,ur'ton )I 4,fe"'arve Qce 
Price Poic~es n T ,aiano Researcr, Pecor 46 
International Fooa Poiicy Researcr rstilLte 
Wasnington. DC 1984 

Source: Md. Abut Quasem arnd Mohabub HOlS-
The effect on agricultural production. in 

Bangladesh institute of Development Studies 
(40 Food Policy ResearchIBIOS) and International 
Institute (IFPRI), Technicai/ Papers Develop
merit Impact o the Food-for-Wrk Program inBangaode . BIDSiIFPRI. 1985 
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[1990] 

Box 8. Distinctions Between Project and Program Food Aid 

Program food aid consists of food commodities that are either provided through a 
grant to the recipient country government or sold under a long-term loan agreement
with low interest rates. In either case, the food is then sold on local markets to 
consumers, which generates a great deal of local currency for the government. While 
the rationale for all forms of food aid is to help alleviate hunger, the purpose of 
program food aid is to close the gap between domestic food availability and consumer 
food needs. 

Project food aid is always provided as a donation to needy nations with severe 
financial and hunger problems. The food commodities are targeted to specific 
consumer groups or specific regions within the recipient country under supplementary 
feeding programs, maternal and infant care projects, or food-for-work projects. In 
general, the food is not sold to consumers as it is under program food aid. However, 
there is a growing trend to sell a small portion of project food aid on the local 
markets as a means of paying for internal delivery costs or the implementation costs 
of associated food-for-work development projects. This trend is referred to as the
 
monetization of project food aid. Food-for-work projects and feeding programs are
 
usually administered by nonprofit voluntary agencies (PVOs).
 

Source: Patricia J. Vondal, The Development Impacts of Program Food Aid: A Synthesis
of Donor Findings and Current Trends and Strategies (Washington, D.C.: U.S. Agency for 
International Development Program Evaluation, Discussion Paper No. 30, June 1990), p. 2. 



Box 9. 	 15A2 

Global food aid profile 1988/89
 
Total food aid ($ million, 1988)1 

of which (%):
 
Bilateral food aid 

Multilateral food aid 

Food aid grants 

Food aid loans 

Proportion of total ODA 

Cereal food aid deilverWs (million tons, 1988189)2 
Percent of world cereal production 
Percent of world trade in cereals 
Percent of developed countries' cereal stocks 
Percent of developing countries' cereal imports 

Foid id catogodes (% of total cereals, 1989) 
Prograrnme/non-project food aid 
Emergency focd aid 
Project food aid 

of which (%): 
Agricultural and rural development 

Nutrition improvement 

Food security reserves 

Other 


Regional and country group distribution (% of total cereals, 1989) 
Sub-Saharan Africa 

Asia and Pacific 

Latin America and Caribbean 

North Africa arid Middle East 

Europe 


Low-income food-deficit countries 

Least developed countries 


Non-cereal food aid (million tons, 1989) 
Vegetable oil and fats 
Dairy products 
Pulses 
Other commodities 

1 Provisional: for DAC/OECD countnes only, the main donors of food aid. 
2 Provisional figures: July/June. 

Source: 	 World Food Program, 1990 Food Aid Review (Rome: 

Program, 1990), p. 21.
 

3,791.0 

65.3 
34. 
82.9 
1.1 
17.1 

11.1 
0.6 
5.4 
5.5 
8.5 

55.1 
18.1 
26.4 

37.1 
18.3 
1.4 

43.2 

24.8 
29.9 
20.0 
22.6 
2.9 

79.2 
34.3 

1.0 
0.5 
0.2 
0.2 
0.1 

World Food
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Box 10, Projection of Food Aid Needs 

There is no single generally accepted methodology for estimating food aid needs. A 
review of recent efforts to estimate global, regional and country-specific food trade and food 
aid needs was organized in October 1988 under the aegis of the U.S. National Research 
Council. 

The range of estimates generated by different groups of specialists, based on different 
definitions, range from 10 million to 50 million metric tons (MMT) per year. 

10 MMT actual food aid delivery 1987-88 
20 MMT estimated aid to meet food price stabilization needs in 1990; also, low range 

estimates of food price stabilization needs for 1995 
30 MMT average annual price stabilization needs for 1995-2000 
40 MMT high range estimates of annual food price stabilization needs 1995-2000 
50 MMT average annual food aid to achieve price stabilization plus food aid for 

hunger/nutritional adequacy 1995-2000 

Variations among the estimates arise for several reasons. One is that each model 
includes or excluded different countries from its analysis. For example, Korea, which has 
the ability to pay for its import needs, is not in every analysis although it still receives food 
aid shipments. Similarly, China, which is largely self-sufficient, also receives food aid and 
is not always included. This inclusion or exclusion of countries from any analysis
significantly alters its overall projections. In spite of this, there is surprising agreement 
among the models on aggregate and regional trade projections. Consequently these 
projections seemed reasonably useful for policy planning, at least as assessed by the experts 
at the workshop. 

The commitment of the industrial coutries to meet food aid needs, however, falls 
short of the minimum food stabilization requirements of the poorest countries. Current 
food aid shipments (10-11 MMT in 1987) meet only half of these needs. Satisfying the 
lower estimates of stabilization needs would therefore require a doubling of food aid in the 
near term. It was estimated that existing calorie deficiencies owing to lack of purchasing 
power amount to roughly 15-18 MMT of cereals per year. Assuming a perfect targeting of 
food aid to poorest households suffering from such deficiencies, and further assuming that 
each metric ton will result in a net increase in consumption within those households of one
half of each metric ton targeted to such households because of an estimated 50 percent
substitution "leakage" factor, 30-36 MMT of grain would have to be targeted on these 
households. This would result in a net increase in market demand of 15-18 MMT among
the targeted population and the use of the other 15-18 MMT to meet market demand so as 
to stabilize, but not reduce, local food prices, while saving foreign exchange expenditures. 

Current levels of food aid, representing only 50 percent of near-term minimum 
stabilization needs, reflect political priorities and constraints on the part of the industrial 
countries. Although doubling food aid could reduce hunger without distorting global supply 
or price conditions during the coming decade, it would not happen automatically, and to be 
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effective it would have to be allocated according to need. Moreover, this doubling in itself, 
even if allocated to countries in most need, might still not reach the people targeted, since 
they are left unaffected by many current food aid modalities. The targeting task requires 
additional resources and mechanisms of distribution through food for work, food stamps, or 
entitlement measures, all of which target food beyond those currently included. Innovative 
mechanisms might improve the ability to distribute food through the private sector at no 
additional government cost, and achieve price stabilization (and linked development) and 
nutritional objectives. 

The history of food aid availability shows that it has been governed substantially by 
donor supply and trade pressures. This orientation has tended to keep food aid levels lower 
than estimated needs. Global food stabilization goals compete with these other pressures, 
as seen in the 1973-74 period of tight supplies, quite unfavorably. While donors are 
concerned with world hunger--it is a major political issue in the industrial countries--other 
forces, such as domestic economic priorities, are ultimately more important policy 
determinants. In addition, political and diplomatic concerns also have led to substantial 
political control over food aid allocations. Skepticism was expressed by modeling experts, 
therefore, regarding donor willingness to add substantial resources to food aid, even for 
innovative targeted programs so as to satisfy minimum nutritional needs. 

Source: Board on Science and Technology for International Development, Food Aid 
Projections for the Decade of the 1990s (Washington, DC: National Research Council, 
1989), pp. 5-7. 
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Chapter 16
 

Food Aid as a Development Resource
 

Edward J. Clay and Hans W. Singer
 

This survey isprimarily concerned with the academic and policy literature since 1977. 

Perhaps an explanation is required, therefore, of why it is appropriate now to look at the 

literature for this relatively short period of less than a decade. There were valuable 'stock 

taking' reviews in the late 1970s which provided a sense of the state of the debate on food 

aid and development, such as the earlier survey by Singer, sponsored by the World Food 

Programme, summarised in the article by Maxwell and Singer and Isenman and Singer's 

survey on the disincentive debate.' 2 ,3 Others, notably Wallerstein and Hopkins, have 

documented the political and institutional history of the system of food aid relationships that 

emerged between 1950 and 1975. 45 These studies, and the literature seeking to stimulate 

thinking and influence wider opinion on world food problems, were concerned with issues 

that had come to be seen as important before and during the 'world food crisis' of 1972

74.6,7 But unavoidably, their discussion referred to the extant literature, which largely 

related to the period prior to the crisis. India had been the largest recipient of cereals food 

aid.8 Food aid had played an important role in the Vietnam conflict.9 Market conditions 

and the responses of aid donors had contributed to a serious food security problem for some 

of the least developed countries. 0 ,1 
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Undertaking this survey has made us more aware of that crisis as representing a 

watershed in the history of food aid.12 The subsequent explosive growth of the literature 

and the newer preoccupations within it are in part a response of academics and 

development lobbyists in developed countries and of the international community to 

perceptions of that crisis. For example, as this survey shows, interest has increased 

considerably in issues such as food security, emergencies and the consumption, nutritional 

and poverty dimensions of national and international food problems. There have also been 

changes in the world food aid system. Amongst the most important to which writers draw 

attention are: the emergence of a more complex set of donor-recipient relationships, a 

higher proportion of resources channelled multilaterally ahd a shift of emphasis from 

programme aid for sale to emergency and project uses. The smaller volume of food aid is 

now more effectively regulated by international commitments and the legislative procedures 

of donor countries. There has been a major reallocation of food aid away from earlier 

recipients, many of which have joined the ranks of the 'middle income' or newly 

industrialising countries, particularly towards the least developed countries of sub-Saharan 

Africa. These changes are discussed more fully in Chapter 2.13 

A decade on from the World Food Conference, most donor agencies are engaged in 

a reassessment of their food aid programmes, their impact on the more recently important 

1 5 recipients of food aid and by implication of the changes made in the mid-1970s.4' The 

moment, therefore, appears particularly appropriate for a resurvey of the literature, since 

a process of reassessment is underway which is providing substantial new data on the impact 

of food aid. The wider controversy about food aid has, if anything, become more intense 



in recent years, with critical attention focusing again on the role of project food 

8 ,19aid.16,17,1

1. Overview 

This chapter is concerned with the overall question of whether and to what extent 

food aid is a development resource. The various concepts of the 'additionality' of food aid 

are examined, giving rise to a discussion of its comparability with other forms of aid: to 

what extent is it an extra resource made available by donors; how far, if at all, does it poach 

resources from 'financial aid' programmes; if it is regarded purely as balance of payments 

support, rather than as a source of additional food what may its effects be on donor 

agricultural trading interests and recipient agricultural and fiscal policies? The policies and 

decisions of recipient governments are seen to be crucial in securing a developmental impact 

for food aid, as are the motives and interests of the donor community. Some writers 

contend that the original PL 480 legislation in the United States and the international 

arrangements for regulating food aid confined the world food aid system within a mould of 

donor food power and recipient dependency which analysts have only been questioning since 

the world food crisis and Conference in the mid-1970s. The predominant features of the 

new mould which many advocate are a greater degree of multilateral programming and 

more emphasis on development criteria in the choice of recipient countries and target 

groups. But dependency, and the related criticism that food aid has failed to be self

terminating, continue to exercise some writers, who still also find evidence of donor self

interest alongside the new humanitarian concerns. 
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2. Food Aid its a Resource Transfer 

Food aid: an additional resource? 

Food aid may offer an opportunity to employ an 'additional' resource for economic 

and social development. This argument is frequently made in three distinct ways. First, 

food aid is, at least partially, sometimes wholly, an 'additional' resource transfer from 

developed countries beyond what would be available in other forms of development 

assistance. Second, food aid provides additional food for countries or projects. Third, food 

aid is an additional channel of assistance from the viewpoint of recipient countries. Much 

controversy and some confusion surrounding the role of food aid as a resource transfer 

concerns one or more of these concepts of additionality. Looking at the way they are 

applied or presumed provides a focus for clarifying some issues such as: the relative merits 

of fbod aid and 'financial aid'; the controversy as to whether food aid should or should not 

be used to provide balancc of payments support; the opportunities and constraints imposed 

by the way bilateral and multilateral food aid is administered. 

Food aid and 'financial aid' 

Many writers draw a distinction between food and financial aid, pointing to the 

relative merits or demerits of each as a form of assistance. Some argue that food aid is at 

least partially additional to financial aid, i.e. total aid would be less if no food aid were 

providedY° l.'2 Zf This proposition reflects the origins of food aid in surplus disposal 

by developed country food exporting nations: 'food aid, the good face of what is still partly 

surplus disposal, became an accepted component of international food trade.'24 
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'This view is strengthened by the fact that bilateral food aid is often funded and 

administered both with the involvement of Ministries of Agriculture and separately from 

other forms of aid such as capital aid and technical assistance.2 ,2' 27 Similarly, within 

the multilateral system, we see the World Bank, including IDA and the Regional 

Development Banks, taking care of financial aid and the WFP providing food aid. - '29 

There is much speculation in the literature as to the truth of this proposition of 

additionality.3 Estimates from the early days of PL 480 suggest that as much as half of 

Title I long term credits would have been provided under alternative special U.S. 

programmes. The participation in the Food Aid Conventions and in supporting 

international programmes of countries which did not have food surpluses and provided cash 

for food aid out of the aid budget has been seen as involving some trade-off between food 

aid and other development assistance.31 32 ,33 However, the better implementation of 

international targets for food aid vis-a-vis financial aid may be grounds for thinking that at 

least some food aid is additional. 34 Aid budgetaiy practice in different countries, for 

example the extent to which aid allocations are linked to GNP or food aid levels are fixed 

in bargaining processes independent of or part of the total aid budget process, will influence 

the trade-offs. 5 

This debate, however, is not particularly strong on analytical and empirical evidence. 

The issue is treated largely as a matter of political judgment, which involves the hypothetical 

question, what would happen to financial aid if food aid did not exist. Those who see food 

aid as additional to financial aid argue that food aid has more political support in the donor 

countries, particularly in the farming communities but also amongst humanitarian and 

http:assistance.31
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,37'-8charitable groups. The central place of this additionality proposition in debates 

on food aid would appear to invite further research on aid budgetary practice in donor 

countries. Pragmatically, the view which is taken on the additionality question might be 

expected to influence proposals for the levels of food aid and burden sharing amongst donor 

countries. 

The institutional separation of food aid from other forms of development assistance 

lumped together as 'financial aid' has perhaps the consequence of creating a 'food aid' 

versus 'financial aid' dichotomy. This dichotomy in turn fosters the presumption that food 

aid, doubly tied as a commodity and by source (if bilateral), is an inferior 'second best form' 

of assistance to financial aid.39' 

The notion of the 'second best', which implies some ideal, or first 'best', set of policy 

measures that would ensure an optimal allocation of resources, derives from economic 

analysis.41 Writers seeking to assess the effectiveness of food aid (or aid more generally) 

as a resource transfer have tended to adopt their optimalist model of analysis and to make 

a comparison with some idealised, untied, wholly concessionary grant transfer, i.e. a gift of 

foreign exchange which would maximise the transfer value to the recipient economy of the 

resource transfer. The value-cost ratios of the untied financial is unity, i.e. aid worth one 

dollar to the recipient costs the donor one dollar. Departure from this ideal reduces the 

efficiency of the transfer from the viewpoint of the donor and the recipient. A comparative 

measure of efficiency for inferior forms of transfer is how far the ratio is below the 

maximum value of one.42,4 

http:analysis.41


7 
Some writers following this line of analysis have inferred that, instead of doubly tied 

food aid, rich countries should provide untied financial aid and recipients could choose 

whether they needed food or not.44,45 But the leap from economic theory to reality 

involves many assumptions, not least about the behaviour of recipient country governments 

as well as donors. Others, however, while arguing that food aid may be inferior to financial 

aid, also say that the former is acceptable because it is partly additional.' The more 

difficult analysis of the efficiency implications of partial substitution between food and other 

forms of development assistance as these exist (also frequently tied to commodities, 

technical services and by source) appears not to have been attempted. 

The currently dominant view appears to abe that too sharp a distinction between food 

transfers and other forms of aid ('financial aid') is undesirable. There is much stress on the 

need for closer cooperation within bilateral agencies and between multilateral (and 

bilateral) institutions in administering the different forms of aid.47'48 '49 '50 51 The 

increased emphasis on food aid as an international resource transfer in balance of payments 

53 54 55 56terms52, , . , ' 57'% as a budgetary resource for recipient governments generated 

by sales and as an income transfer to target populations of project food aid,59'6 ' 61 are 

blurring the distinction between food and other aid transfers. The emphasis on strategies 

or sectoral planning of external support to the agricultural and food sectors of developing 

countries, including food aid, is also breaking down the institutional barriers which separate 

the administration of different forms of aid.62'6 An early expression of the current 

conventional wisdom was that of the U.S. Senate Committee on Agriculture in 1978 
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reviewing food aid in the context of the new legislative provisions on food for development 

(PL 480, Title III): 

'Food aid is only one segment of a large complex set of linkages in the development 
process and should be treated as a coordinated "country package" approach to 
maximise effective use of limited development resources (emphasis added).' 64 

These fresh or re-emphasised thematic concerns, which have significantly reshaped thinking 

about food aid, are considered in the subsequent sections. 

Additional Food or Balance of Payments Suport? 

Where there are hungry people, people and nations too poor to meet their food 

requirements, food aid can at least partly fill such a gap and contribute directly to 

combatting world hunger. However, if food aid substituted for commercial imports that the 

recipient government would otherwise have made then the food would be nearly equivalent 

to a gift of foreign exchange and provide direct short term balance of payments support. 

The proviso 'nearly equivalent' is important because realistically, unless a beneficiary 

country received - grant of foreign exchange tied only to food purchases, but otherwise 

unrestricted by other conditions, then the practical differences between an aid transfer and 

a commercial purchase on timing, detailed commodity characteristics, administrative 

requirements of negotiation, operation and monitoring are likely to be significant." The 

alternative possibilities of providing additional food, the second notion of additionality, and 

using food aid as a way to free up the limited foreign exchange resources of most developing 

countries, have found advocates since the earliest days of food aid.6' 67 What is striking 

in the recent literature is the shift in favour of the use of food aid for balance of payments 

support and more extensive attempts to establish empirically the degree to which food aid 
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' 69 has actually substituted for commercial imports.6 These developments are striking 

since the original concept of food aid was, and the formal, internationally agreed position 

is, that food aid should be additional to normal commercial import requirements. 

This second concept of additionality is deeply entrenched in the national legislation 

and formal international agreements that regulate food aid policy. The original concept of 

food aid, as set out in the enabling legislation (PL 480) for U.S. food aid 70 and 

subsequently in the FAO's 'Principles of Surplus Disposal', was that it should not replace 

commercial imports and that 'usual marketing requirements' (UMR) should be fulfilled 

before food aid is allocated to particular countries.71.72 The origins of this requirement 

of additionality lay in U.S. congressional fears of competition between public programmes 

and private traders. There were also U.S. fears of competitive dumping by exporting 

countries and concern that food aid would violate those basic free trade principles which it 

sought to make dominant in the post war period. 3 The cardinal principles were then 

established that food aid must be additional to normal commercial imports and that 

additional development must be directly based on the food actually received as aid. The 

formal requirement that food aid should be additional to 'normal' imports therefore has 

much to do with safeguarding developed country interests and institutionalising their 

5' 76 preference for orderly markets, and little to do with development. 74' 7

The developmental case made in favour of the use of food aid for balance of 

payments purposes has typically two components which find parallel counter arguments. 

Developing countries are expected to benefit most from food aid when it substitutes for 

commercial purposes which they would have made anyway, because then it is almost as good 

http:countries.71.72
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as untied financial aid, freeing foreign exchange for the other imports, including investment 

goods, raw materials and energy. In this case any additional development effect is not based 

on the additional food imported but on the additional capital goods or other imports 

financed with the precious foreign exchange freed by the reduction in commercial imports. 

There is, of course, the possibility that some, or in an extreme case even all, of these 

additional imports would also consist of food depending on the priority of the recipient 

country for the use of the freed foreign exchange, i.e. if circumstances warrant, then the 

range of possible outcomes includes that of complete additionality. The case rests on a 

positive presumption about the way the recipient government will use the freed foreign 

78 '9 80,' 1,82exchange resource. 7 ' The counter argument is that the provision of food 

does not directly contribute to feeding hungry people, or to social or human resource 

development, but may encourage recipient governments to sustain overvalued exchange 

rates, thereby avoiding structural adjustment with all the long term effects that follow from 

a less efficient development path.a3 These views find echo in some official statements, for 

example that of a British Foreign Secretary' and the European Communities Council of 

Ministers.8 

The second argument, particularly, in favour of using large scale programme food aid 

for balance of payments support is that, by avoiding any automatic increase in the level of 

food imports, the potential direct negative effects on the domestic food sector are 

minimised.8 7 This argument is again countered by writers who.see balance of payments 

support for food imports as encouraging structural import dependence, whereas the 
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provision of additional resources for developmental purposes can be directed to meeting 

short run deficits that could not be financed or to other investment activities. 8 

Some writers, favouring the use of food aid as balance of payments support, have 

indicated that the additional development made possible should have the indirect effect of 

increasing purchasing power for commercial imports, so that even those commercial 

exporters originally displaced will be compensated or, in the long run, even better off. 

Nevertheless, the related argument that food aid creates a market for subsequent 

commercial imports has also been frequently used as a criticism of food aid for creating 

dependency. 

The divergence of opinion on these issues turns on the assumptions made about the 

behaviour of recipient governments and the ability of donors to define correctly the form 

and scope of effective conditionality. 90 That this is a matter of value judgment is suggested 

by the way the views of analysts appear to cluster in terms of their wider political and 

economic assessment of the character of Third World governments, the need for relatively 

untied aid and the appropriate role for governmental intervention in markets. Thus those 

such as the Brandt Commission, stressing the need for greater North-South transfers in the 

context of pressures created by the World recession since 1979, take a broadly consistent 

position favouring the (greater) use of food aid for balance of payments support in the 

context of structural adjustment. 91',9",9 

In contrast, many critics also place a strong emphasis on the efficiency gains from 

economic liberalisation in developing countries, including a more flexible market responsive 

exchange rate policy which they see as hindered by balance of payments support. 94 95 
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Significantly, the weight of recent case experience cited by those stressing the merits and 

demerits of food aid as a foreign exchange transfer appears to be different. Perhaps this 

points to the need for pragmatism and responsiveness to country and even regional 

circumstances, which, as a number of writers argue, is hampered if not precluded by the 

existing guidelines on surplus disposal and the enabling legislation and regulations of some 

donor agencies.' ,97,98 

Has food aid actually substituted for commercial imports? A number of recent 

studies have explored this question through econometric modelling and careful statistical 

analysis for individual countries. The balance of evidence suggests that food aid did de facto 

substitute to a significant degree for commercial imports in a number of important importing 

countries such Egypt,99, °0 ,10 ,102 Lanka,103,'I 0 South 0,as Sri and Korea 1 whereas 

in India, for over 20 years the largest recipient, less than a quarter of cereals food aid 

substituted for commercial purchases. Broad estimates that more than half of cereals food 

aid has substituted for commercial imports,' °6 whilst supported by case study data, 

ultimately nevertheless continue to rest on a judgment about what would have been the 

importing country's response in the longer run to sustained and radically different donor 

policies. 71he interpretive case histories and quantitative estimates on the substitution issue 

are both heavily dependent on observed importing country behaviour in response to 

relatively short ru but large, changes in overall food aid availabilities (such as the cut-back 

which occurred in the early 1970s) and also to unilateral donor decisions to suspend aid to 

particular countries. 07 

,.1
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The increase in research activity on these issues will perhaps show in due course to 

what extent apparently conflicting views reflect a balance of different experiences and the 

interpretation of experiences reflecting differences in economic philosophy. What is not in 

doubt is that views on the balance of payments support versus additional food question are 

dependent on assumptions about donor-recipient relations in the context of the past and 

present system of food aid relationships and the role of food within the importing country. 

Institutions and Allocations 

Food aid: the institutional dimension 

Food aid is unique amongst the various forms of development cooperation in that 

donor (exporting) countries and the international community have evolved a distinctive set 

of arrangements for management, regulation and consultation separate from those which 

encompass other forms of aid.'1 8' 1°9 Some writers have characterised this set of 

relationships as the world food aid system with its own, to some degree separate, 

ch:-'acteristics. This sense of separateness provides the third sense of additionality. From 

the viewpoint of recipient countries, food aid represents a distinct aid channel with different 

possibilities and problems, not least because it involves different agencies, or sections within 

agencies, and different rules. 

The important subject of the history of these institutions and relationships falls 

outside the scope of this study, whose primary focus is the literature on the economics of 

food aid. But there is a growing literature concerned with 'institutional' or more broadly 

'political' aspects of the complex system of global food aid 

relationships, ° 11,112,1 3 ,114,115 which considers factors that influence the 
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allocation of resources to food aid programmes and the distribution of these resources 

between different channels: bilateral (government to government), multilateral and 

voluntary agencies. Issues of the use and impact of commodities are also discussed. This 

literature complements the more narrowly economic literature in asking questions about 

institutional arrangements and allocations in potentially and actually shaping the impact of 

food aid. 

A world food system 

An important body of writing is concerned with the evolution since the Second World 

War of the complex system of food aid relationships, to a considerable degree separate from 

those for other forms of development assistance, making food aid a separate, and therefore 

from the individual recipient viewpoint, an additional, channel of 

118'119assistance. 116 117' A transition is documented from preoccupation with surplus 

disposal to the use of surpluses in the context of the political and economic dimensions of 

foreign policy and a growing concern about economic development and humanitarian 

problems of the emergent Third World. As well as charting the evolution of the national 

policies of food aid donors, authors point to the significance of the establishment and growth 

of multilateral food aid channels. There is also a parallel growth of institutional 

arrangements for what Wallerstein calls 'bilateral aid coordinating mechanisms', particularly 

the Food Aid Convention, for the regulation of food aid and burden-sharing. Writers also 

draw attention to the importance of multilateral channels, the WFP and the IEFR, and 

international consultative mechanisms such as the CFA, as widening the basis of donor 

support for food aid to include food importing developed countries.1 22 1 '122 Finally, 
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considerable attention is given in the literature to the role of the 'world food crisis' of 1972

74 in exposing the limitations of the system of food aid relationships and institutions in 

coping with global crisis. Writers highly critical of food aid wrote in particular on the tragic 

developments of this period, and the interpretation of and commentary on the political and 

economic significance of these events by national administrators and 

politicians. 121,124.125,126,127,128 

However, most of the academic literature documents in detail developments only up 

to 1974-75, the period of the World Food Conference. This poses the question of the extent 

to which subsequent developments, responses to crises and different circumstances, will lead 

to a substantive reassessment of the food aid system. Writers attempting to characterise 

food aid as a set of economic and political relationships broadly agreed on a number of 

aspects of a food aid system as it then existed. Food aid having its roots in surplus disposal 

was still characterised by instability and unreliability of flows. The programming of food aid 

was therefore actually procyclical, contributing to world food insecurity, rather than 

anticyclical in impact. Second, multilateral food aid was of limited significance, so that 

whatever the theoretical arguments in favour or against, practical assessment was 

difficult. 129 Third, the allocation of bilateral food aid was overwhelmingly dominated by 

political considerations. The geographical distribution therefore was not in accord with 

needs defined in economic or humanitarian terms."3 Fourth, food aid was seen by many 

as having created relationships of political and economic dependency by recipients on 

donors, which represented an obstacle to self-reliant development in recipient countries and 

133 134 provided a political weapon, 'food power', in the hands of donors.131132 , , 

I 
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Learning from the World Food Crisis 

Only now are attempts being made to reassess the record in terms of developments 

in the decade since, and subsequent to, the World Food Conference. No overall attempt 

at reassessment has been undertaken, but writers have addressed one or more of the four 

major criticisms noted above of the food aid system of the preceding two decades. An 

important question is the extent to which there has been learning, from these early 

experiences, that has significantly altered practice in terms of international institutions and 

35
the activities of donor and recipient countries. 1

Food aid and food security is discussed extensively elsewhere. The separate 

importance given in discussions of international food policy and food aid to this issue is 

itself a reflection of the extent of learning within the international community about the 

problem of food insecurity, dramatically demonstrated by the events of 1972-74. 36 The 

increase in minimum contributions (commitments) under the Food Aid Convention in 1980 

is greatly reducing the procyclical implications of large fluctuations in overall cereal food 

aid flows. 137 Some writers have drawn attention to other ways in which food exporters and 

food aid donors are managing their trade and aid flows individually and through informal 

coordination, which makes repetition of earlier events unlikely." The question of 

whether food aid is used effectively to stabilise individual food systems and economic activity 

has been extensively considered and is discussed elsewhere. The overall impression created 

by individual country assessments and evaluation of donor programmes is that there is still 

considerable scope for making donor programming much more sensitive to the changing 

circumstances of individual countries. 139 Positively, the increasing share, of food aid 
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provided on an emergency basis, and the establishment of institutional arrangements to 

provide information on emergencies, would appear to be another aspect of the international 

attempt to learn from earlier experiences along lines suggested by the World Food 

Conference. However, these developments have yet to receive systematic attention in the 

literature apart from official international and agency documentation. 140 

Growing mltilateralism 

Writers have drawn attention to the increasing share of a broadly constant pool of 

food aid resources which are being channelled multilaterally. 141,142 ,143 This shift in the 

channelling of resources isyet to be reflected fully in the food aid literature, still dominated 

by documentation of the period up to 1975.14 The potentially positive implication of 

these 	developments is indicated by writers in terms of: 

(a) 	 resource pooling, where donors are providing a range of surplus commodities; 

(b) 	 economies of scale for smaller donors; 

(c) 	 partial additior.a-L'ty of multilateral food aid where this involves burden-sharing 
beyond the small group of temperate zone food exporting countries; 

(d) opportunities for triangular transactions involving Third World exporters. 

From the specific viewpoint of recipients, there are four obvious potential advantages: 

(a) 	 recipients have prior knowledge of terms and conditions; 
(b) 	 multilateral assistance can eliminate or substantially reduce recipient vulnerability to 

major changes in individual donor food policies; 

(c) 	 high level of concessionality, typically grant assistance; 

(d) 	 commodity flexibility or at least a genuine attempt to respect recipient needs without 
regard to short run surplus disposal and longer term agricultural trade development 
considerations. 4 5,14 
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The potential disadvantages for recipients could lie in the loss of their margin of manoeuvre 

provided from dealing with a greater number of donors with a range of criteria.147 

Second, historically there are severe project restrictions on the uses of multilateral food aid. 

Many writers have drawn attention to the separate channelling of different resources (food, 

investment finance, balance of payment support and technical cooperation for different 

sectors--agriculture, health, etc.) within the family of international agencies, whereas 

bilateral aid is more typically the responsibility of separate sections within a national 

institution for development cooperation. 148 Attention has also been drawn to other 

practical problems of multilateral food aid. First, the allocative process for multilateral 

assistance may create problems of cost-effectiveness. The issue is, as one writer notes, 

linked to that of overall scale of operation. Second, writers have been critical of the 

practical effectiveness of multilateral, as well as bilateral, programmes citing instances of 

logistical difficulties, slowness of response in relation to emergencies, problems of project 

design and implementation.m , ' Issues are raised which have to be considered in 

relation to different uses of food aid and the evaluation record for bilateral as well as 

multilateral assistance. Other assessments of bilateral programmes have recommended an 

increased use of multilateral channels as being more effective in many of the uses of food 

aid than bilateral government to government assistance.1 2' 5s One writer, in 

commenting on the shift of resources to multilateral channels in the mid-1970s, commented: 

'The political significance of these data appear rather straightforward. The level of 

multilateral food aid commitments is meaningful, in spite of its small absoltbe size, both as 
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an indication of donor commitment and as a means of promoting other desirable bilateral 

policies. 'L' 4 

The search for development impact 

The theme which preoccupies much of the recent policy literature is that of 

increasing the developmental effectiveness of food aid.155 ,L 6 ,5 7 The implication of this 

theme is that the past record indicates the need for such improvement and indicates ways 

in which this can be achieved. Greater prominence is given to developmental criteria in 

regulatory and official policy statements on food aid. For example, the legislation under 

which U.S. food aid is administered now explicitly requires three quarters of programme 

food aid to be targeted on low income countries, whilst an increasing proportion of these 

flows should be made under longer term, Title Il food for development, 

agreements.'159"16 Donors have explored ways in which allocations can be improved by 

the use of formal criteria, such as the allocation model developed by the Australian 

Development Assistance Bureau. 161  Donors have made formal commitments to 

multiannual or longer term programming of resources in relation to agriculture and food 

'61 3 64",165  sector planning by recipients. Z There is now an extensive literature 

sponsored by donors and international agencies on food aid needs and requirements. This 

extensive, official, documented concern to make food aid a more effective tool for 

development is an indication of past inadequacies and the continuing need to assert 

developmental priorities against other influences on food aid policy.166', 67 

At the same time, writers continue to note a geopolitical distribution of food aid that 

strongly reflzclzs foreign policy and export promotion influences unrelated to development 
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concerns. 6 '' 69- 0 The other criticisms concerning food aid policies relate to the 

dependency relationships created by food aid and the economic and social costs of abuse 

of these relationships. There are two distinct issues raised in such criticism of food aid. 

First, has the use of food aid in the pursuit of political influence impacted negatively on 

recipient countries? Second, how is the nature of the food aid dependency defined which 

has potentially damaging economic and social implications for developing countries? 

On the first issue, there are country examples where food aid policy, even in crisis 

or emergency situations appears to have been effected with potentially damaging 

implications for the recipient country. A well documented example is Bangladesh during 

the period in which internal food crisis and international food scarcity coincided, 1972-74. 

One writer, in a wider review of the question of the aid relationships of Bangladesh, 

comments: 'It is not a trivial matter for a small country with a tenuous food balance to be 

' 173174 caught up in the political concerns of other countries.'1 71, 72 ' Such experiences 

have created a broad disposition to prefer multilateral or internationally coordinated food 

176 ,aid, particularly in emergency situations. 175 

The dependency debate and 'self-termination' 

The second related criticism of food aid, which draws upon such examples, is that it 

creates economic and political dependency. The criticism that food aid creates or fosters 

dependency relationships between donor and recipient economy arises in two distinct ways. 

First, dependency is a key concept in a political economy that is concerned with the totality 

of relationships between developed (core, metropolitan) and developing (periphery) 

economies. 177 It is not clear that testable hypotheses could be derived from such theories, 
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which are distinct from more specific criticisms of the impact of food aid, such as its 

disincentive effects on local production or the changes caused in consumption habits which 

shift demand from local to imported goods,1 8 encouraging or permitting policies that 

neglect agriculture and rural development and reinforce structural biases within the 

economy that intensify inequality and poverty. 179,180,181 These impact issues are 

considered in subsequent chapters. 

A second more specific concern is that food aid has not proved to be self-terminating, 

implying that many developing countries became economically and hence politically 

dependent on the continuation of food aid to finance food imports.182 The literature often 

contains confusion of self-sufficiency in food, and self-reliance where self-help measures can 

result in self-termination of the need for food aid. These concepts are identical.not 

Increasing domestic food production to replace imports is one way of using food aid to 

reduce dependence, but is not the. only way. If food aid helps to generate overall 

development, including increased exports, then the recipient country might, without being 

self-sufficient in food, increasingly replace food aid with commercial imports. That is the 

broader rationale of 'market development', explicit or implicit objective of some bilateral 

food aid programmes. Unless this is restricted to the specific commercial market of the 

food aid donor, it is compatibi--in fact it merges with--the development objectives of food 

aid. Something like this can be said to have happened in South Korea and Taiwan, both 

formerly major recipients of food aid.1 3'l u 

A different issue of dependency arises in relation to project food aid.',' 1 

Additional food resources may be provided to support existing institutions or new projects 
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which would not otherwise have received local resources. Unless the projects are designed 

in such a way that local resources can eventually replace external support, then specific and 

serious problems of 'micro' dependency may arise. The issue of self-termination is therefore 

quite different in considering the overall food system and support for specific 

interventions."" 

The volume of food aid has declined since the late 1960s, and there has been a 

significant redistribution of resources since the mid-1970s, thus implying the termination or 

reduction in food aid flows to many formerly significant recipients. 18 189,190 

Nevertheless, the alleged failure of food aid to be self-terminating is often seen as evidence 

of its overall failure or the creation of an economic problem. But as much of the official 

rhetoric of food aid describes it as 'temporary' or 'transitional' this criticism could be 

described as a backwash effect of the rhetoric. 191 But the opposite criticism is also 

frequently made that food aid is too short term and not sufficiently dependable to allow 

proper planning by recipients. These criticisms have fostered the more recent emphasis on 

the need for continuity of supply, multi-year commitments, reserves to guarantee supply and 

the need to build-in food aid as one element among others of external support, and also as 

an element of food security in the national planning and policy-making mechanisms of 

recipient countries. 

'Writers point to the purely domestic agricultural and exporter surplus disposal 

objectives, as well as the developmental or purely humanitarian concerns, that continue to 

influence decisions on quantities and kinds of commodities in donor programmes. Such 

donor agricultural policy influences also interact with foreign policy objectives in 
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determining recipient selection. Wallerstein192 contains a fuller account of the continuing 

struggle between administration and legislation, between agencies and interests for control 

of U.S. food aid. There is no comparable account as yet for other donor programmes. 

Austin and Wal~erstein also illustrate this interaction of interests with the case of U.S. 

humanitarian assistance under PL 480 Title II during the late 1970s: Congress mandated 

1.6 million tons but other legislative restrictions, giving priority to domestic consumption 

needs, adequate carry-over of stocks and (commercial) export demand, implied that 

commodity supply rather than nutritional needs had 'driven the programme.'1 93 This in 

turn created programmatic rigidities and uncertainties of supply at the level of individual 

country programmes and projects. As the authors suggest, there are fundamental difficulties 

inherent in legi.¢lating for and managing the 'additional' food aid resource which is in part 

available only because of a coalition of disparate interests and the consequent multiple, 

sometimes inconsistent, agricultural development and foreign policy concerns that influence 

food aid policy. 

As this review of the institutional literature tends to suggest, there is no independent 

subset of issues concerned with the politics of food aid that can be separated from the 

economic analysis. There are political dimensions to the institutional configuration of the 

food aid system, and allocations to food aid and distribution of food aid that cannot be 

explained solely in economic, developmental or humanitarian terms. Any attempt to assess 

the economic impact of food aid must take into account the historical facts of the political 

context as well as the economic factors that have influenced the global availability and 

distribution of these resources. 
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Chapter 17
 

How to Really Reform Food Aid: Two Proposals
 

Most proposals for the reform of food aid programs represent little more than 

marginal improvements designed to limit the worst failures or build on successful program 

experiences. In this chapter Shlomo Reutlinger and Willis Peterson propose a set of radical 

changes that, if adopted, would lead to greater consistency between the agricultural 

commodity programs in developed countries, the incentive needed to expand food 

production in developed countries, and the food needs of poor people in developing 

countries. The two proposals are complementary. Both would utilize food stamps--or food 

money--to transfer purchasing power to low income consumers. Both would rely on ma. .et 

mechanisms to direct the production, marketing and consumption of food aid commodities. 

Vernon W. Ruttan 



Efficient Alleviation of Poverty and Hunger.
 
A New International Assistance Facility
 

Shlomo Reutlinger
 

This article advocates the establishment of a new international poverty and hunger 

alleviation facility which would significantly expand the use of food and financial aid for 

increasing food consumption by people without adequate purchasing power. Much of 

existing international aid, including most of the prevailing food and financial aid and the aid 

provided by existing and proposed new financial facilities, is oriented to assist governments 

of developing countries with economic development and financial crises. But the numbers 

of poor and hungry people are increasing, as are the poor nations which lack foreign 

exchange tc import sufflicient food. Clearly, more than expressions of concern and marginal 

modifications of existing and fragmented national and international aid are needed to 

provide the world's poor households with minimally adequate food security.' 

Apart from emergency relief, food aid programmes can be classified into two major 

categories: (1) those which use food aid to complement financial aid for balance-of

payments assistance or the support of specific public expenditures and development projects; 

and (2) those which are primarily designed to increase immediate food consumption by 

vulnerable groups. This article will focus exclusively on the difficulties encountered in food 

aid programmes of the type designed to increase food consumption among vulnerable groups 

and how some of them might be overcome. 
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'Food money': underutilized Instrument 

It is clear that, if we want many more malnourished people to benefit from food 

'surpluses,' we must look for a new and innovative approach.2 Such an approach ought to 

address the basic cause of the poor's underconsumption, their lack of sufficient purchasing 

power,3 while leaving the distribution of additional food to existing retail establishments. 

'Food money' fits these requirements. It has the potential of improving the efficiency of 

food aid-supported programmes in a way not unlike the way in which , millennia ago, the 

introduction of money contributed to improving the efficiency of exchanging commodities 

generally. The 'food money' approach to distributing the benefits of food aid not only would 

improve the efficiency of targeted programmes, but also could provide a much needed 

added incentive to the development of a viable food trading sector. 

This is how 'food money' works: food coupons are given to selected households. The 

coupons entitle their holders to purchase food of a stated value from any store or vendor. 

The store or vendor exchanges the coupons in a commercial bank for cash. The commercial 

bank is reimbursed by the government, which in turn uses the proceeds from the sale of 

food aid in the open market to finance the programme. Direct costs of administering the 

programme are minuscule; stores and banks need not charge because the programme draws 

customers. Food prices may even be lowered as marketing costs are reduced with the larger 

volumes handled by stores. The only administrative cost is for printing and distributing the 

coupons, and for auditing against abuses. In many existing programmes, the coupons can 

be used only for a restricted list of foods, but this is rarely advisable because the best food 

bargains may not always be included (household needs and market conditions can be highly 
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variable) and because it might also lead recipient households to sell coupons at less than 

full value. However the system is set up, all programmes should be adapted to the local 

marketing system, financial institutions and the target popudation. 

Food aid programmes based on the distribution of 'food money' obviously cannot 

circumvent all the difficulties encountered in the existing targeted programmes--whatever 

the instrument used for targeting public distribution benefits, it is never easy to identify or 

certify deserving households. Once these are identified, it is never easy to assure that the 

benefits are delivered only to the intended beneficiaries or delivered at all. 4 Nor is the 

distribution of 'food money' the only way of overcoming the inefficiencies in direct food 

distribution prograimmes. In earlier articles, I have suggested that, for instance, judicious 

application of commodity selection criteria can immensely improve the efficiency of a food 

aid programme.5 Yet, when administrative capacity to operate efficient public distribution 

is scarce and markets function more or less smoothly, the 'food money' instrument is still 

a much better alternative. 

Many objections to these schemes can be raised which I will try to clarify briefly. 

First objection: Why not distribute money for food instead of a new currengy? This 

is a valid criticism in principle. Money can serve much the same purpose as 'food money.' 

A special 'food money' has several potential advantages, but also some costs. Whether in 

practice the advantages of issuing and distributing a 'special' currency outweigh the costs and 

administrative burden needs to be considered on a case-by-case basis. What are some 

possible advantages? One is that it provides the government with a clearly identifiable and 

transparent account of the overall size of the programme. It will also clearly distinguish the 
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budget allocated to the transfer of purchasing power to individual households from other 

items in the budgets of ministries (e.g., public works, social welfare, health, education) 

involved in administering programmes. Above all, there is an important psychological factor 

that may make 'food money' more effective. While in principle money and 'food money' 

are fungible within the household, the latter may convey the message that feeding the family 

should receive higher priority. Also, those excluded form benefits may object less in the 

knowledge that the money is clearly intended for the purpose of alleviating hunger and 

officials charged with handling the programme may find it less convenient to circumvent the 

programme's intent. 

Second objection: It is difficult to identify the target population. True, but this 

applies to any direct food subsidy distribution scheme. Some advocate that purchasing 

power assistance be provided only to households with young children or to those with visible 

health impairment. Others advocate that assistance be provided only to households willing 

to do something in return--to work in public employment programmes, to send their children 

to school every day, or to avail themselves of health and nutrition education services. In 

fact, any of these options can be more easily developed if they are tied to a food coupon 

scheme and do not simultaneously require setting up separate food distribution or feeding 

programmes. Educators, health workers and extension workers whose function nit is to 

advise poor households on improving their housing and sanitary facilities, and administrators 

of public works programmes can do a better job if they are left to concentrate on what they 

do best and are not required to 'market' food. 
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Third objection: Not all the food coupons go to the intended beneficiaries. True, 

but this leakage is likely to be less than that found in direct food distribution programmes. 

People entitled to receive the coupons are likely to be aware of their entitlement and 

complain if they are deprived. A government store of a store specifically designated to 

distribute rations can more easily 'divert' a shipment or sell the subsidized food 'under the 

counter' to customers ready to pay to market price and blame the disappearance of rations 

on logistical problems. Any agency that cannot control the distribution of food coupons is 

even less likely to run an efficient direct distribution programme. 

Fourth objection: These schemes do not allow nutritionists to influence exactly which 

foods will be consumed and by whom in the family. It is true that a 'food money' scheme 

provides no assurance that the household will use the additional purchasing power in the 

'right' way. But neither do most food price subsidy or direct food distribution schemes 

provide such assurance. Unless the supplied food contains the full complement of nutrients 

for the household and is not tradeable, any food aid is easily substituted for purchased foods 

and the released purchasing power can be spent in accordance with the consumers' 

preferences.6 Essentially they all augment the purchasing power of the recipient household. 

Only a food subsidy provided in the form of a lower food price for any amount a household 

wishes to purchase provides an additional incentive to purchase that food (not all food!) 

over and above the generalized "income effect". However, the gain is often not worth the 

cost. The additional food-purchasing incentive may not be for the food that can provide 

nutrients to the household in the most economical way, or the cost of administering the 

programme may not be worth the gain. If passed on to the household, additional untied 
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purchasing power proportional to the savings realizable from not having to administer a 

food price subsidy programme may lead to a higher level of food consumption. 

Perhaps nutritionists could be more effective if they were to spend all their time 

educating households in ways of making best use of all their available resources rather than 

by designing and then insisting on supplying standardized food rations. The best use of 

resources is likely to be different for different households, depending on the composition 

of the family, their individual nutritional requirements and even tastes and different 

economic opportunities. But even if it could be determined how additional resources in the 

household should be best used, it must be realized that providing a particular food ration 

cannot assure that an equivalent increase in the consumption of that food will actually occur. 

The household sovereignty over its behaviour cannot be easily circumvented. The notion 

that it is possible to increase an individual's energy intake by 300 calories or protein intake 

by 20 grams of protein if a ration of this magnitude issupplied should by now have become 

thoroughly discredited. 

Fifth objection: The cost is high. True, but the alternatives may have much higher 

costs. A "food money" programme may be nutritionally effective if it increases the average 

truly needy individual's annual purchasing power by $10 or $20 (or a household's income 

by $50 to $100). If coupons are distributed to 20% of the population, it might cost $4 to $8 

million for an urban population of two million people. Is this much compared with 

alternative food subsidy programmes or with the cost of wasted human capital? 

Sixth objection: Th.ere is not much actual experience with "food money"schemes. 

True, experience is on thin ground. Such programmes have been implemented in four 



8 
countries: the USA, Colombia, Sri Lanka and Jamaica. A large food stamp scheme has 

been recently instituted in Mexico. it is encouraging that in all these cases the programmes 

have run smoothly, the administrative costs have been low, and most of the benefits were 

captured by the intended target population. 

The US food stamp "provides assistance on a typical day to 1 out of 11 Americans. 

With a turnover of about 50 percent among typical households in any 12 month period, one 

out of seven people in the country receive some food stamps every year."7 The only 

disputed issues in this programme are whether it is "properly" targeted and whether enough 

eligible people use it. There is also a debate on whether it is worthwhile to continue the 

programme as is or to simplify administration further by distributing cash to participants. 

In the Colombian food voucher scheme, eligibility was restricted to households with 

young children and pregnant or lactating women. The coupons were distributed by health 

centers. The programme has worked well, except that its contribution to households' 

purchasing power fell tar short of what was needed and the nutrition impact probably could 

have been greater if the coupons had not been restricted to a list of foods which included 

highly processed foods not ordinarily purchased by poor households. But an explicit 

objective of the programme was to provide an expanded market for the Colombian food 

processing industry. 

The Colombian food stamp programme was dismantled in 1982. Why? Perhaps 

because it worked "too well". It took away resources from programmes which diffuse 

benefits to politically more influential groups and effectively transmitted them to those in 

greatest nutritional need. It generated bureaucratic opposition from agencies operating 

V.'
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more traditional programmes that make more intensive "lse of programme administrators 

(ie. that "leak" more of the benefits to intermediaries). In the words of one analyst, 

"probably one of the main reasons [for dismantling the programme] is that malnutrition is 

not contagious in the short-run. Poor families lack the organizational power...to demand 

solutions to malnutrition." 

The Sri Lankan programme has also illustrated that it is feasible to transfer income 

efficiently with food stamps, although whether the programme accommodates the proper 

target population and responds to changing circumstances affecting households' needs is still 

debated.9 

The Jamaican scheme distributes food vouchers primarily through mother-child health 

centres. This replaces distribution of food by the health clinics, and seems to work much 

better. 

One major deficiency of all existing food voucher programmes in developing 

countries has been that they have augmented family income by only a few percentage points. 

Attempts to detect statistically significant improvements in nutritional status have therefore 

been quite unsuccessful. It would be as wrong to draw negative inferences about the validity 

of the food voucher approach from these studies as it would be to infer that aspirin does not 

produce benefits on the basis of experiments with the administration of miniscule doses. 

A new international facilty 

If it is correct that those most vulnerable to food deprivation can be efficiently helped 

through widespread adoption of the "food money" instrument in conjunction with other 

measures to assure sustainable development impact - such as expanded employment, public 
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works, education and health projects - the next question is how governments and the 

international community might best go about mobilizing the resources needed to move 

forward. 

Clearly, one way is to reallocate existing resources, replacing programmes which have 

failed with better and more efficient ones. Undoubtedly, there is some scope for doing this. 

But it is also quite clear that this will not be sufficient. It is clear that additional resources 

need to be mobilized. In brief, the rationale for establishing a special Fjverty and Hunger 

Alleviation Facility (PHAF) can be summarized as follows: 

* 	 Present food and financial aid do not provide resources adequate to the task. 

There exist adequate food surpluses which, if combined with modest 
additional financial aid, can be transformed into an efficient instrument for 
poverty and hunger alleviation. 

By bringing together food aid and financial resources, the proposed facility 
could integrate aid of both forms from all donor countries in programmes
designed to alleviate poverty and hunger. This would overcome the 
difficulties and inefficiencies which arise from some development agencies and 
programmes having access to either food aid or financial aid but not to both. 
It would also boost the demand for domestically produced food. 

* 	 A special Poverty and Hunger Alleviation Facility has a good chance of 
tapping the widespread support of the public and leaders in all countries who 
grow increasingly dissatisfied with prevailing levels of household food 
insecurity, the implied deterioration of human capital and forgone
opportunities in mobilizing unemployed labour for the protection of the 
natural environment. 

Structure, size and mode of operation 

Some 	preliminary thoughts are presented here on the size and possible structure of 

and international Poverty and Hunger Alleviation Facility and the kind of programmes that 

such a facility might support. The ultimate responsibility for developing and implementing 
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programmes would rest, of course, with the governments of the countries in which they will 

be operating. Much more thought needs to be given before appropriate modes of operation 

can be established, and these will have to reflect the wide range of conditions and policy 

environments prevailing in different countries and their experiences with existing 

programmes. The following remarks are intended only to stimulate discussion about 

whether, and how, a facility might be structured. 

Initial size and possible source or funding. 

The initial size of a new facility might be on the order of 1$ billion per year for a 

minimum period of five years. Provided that only highly efficient income transfer 

programmes are funded, 10-20% of the total grants made available should be sufficient to 

pay for the identification, preparation and administration of the programmes. The 

remainder will be available to augment 40-45 million people's annual income by 

approximately $20. If the benefitting households spent half of the additional income on 

food, it would enable them to augment their per capita daily diet by 300-400 calories and 

to increase substantially their other essential non-food expenditures. 

Given that households can be expected to spend one-half of the income conveyed in 

the programmes on food, about 50% of the facility's total available funds could be supplied 

as food aid. The remainder would have to be obtained as contributions of foreign exchange 

from public and private funds in donor countries or from domestic currency allocated from 

governments' budgets in the recipient countries. 

This is obviously only a beginning, though a respectable one. By all estimates, there 

are at least 200-400 million very poor people in the world who are currently unable to afford 
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a minimal diet and other household necessities to sustain a healthy and productive life. 

However, under the best of circumstances, it will take time to formulate and establish 

efficient programmes, and, in the meantime, plans might be formulated to expand the 

facility while administrators of the fund and of programmes supported by it are alerted that 

expansion will be contingent on efficient performance. 

Who huld administer the facility? 

Obvious candidates are the World Bank and the World Food Programme. They both 

already support projects in health, nutrition and education to poor target groups. They both 

support development projects primarily in agriculture and transportation, to which income

supplementing employment programmes should be integrated as much as possible. Some 

division of responsibility would need to be worked out; the World Food Programme could 

be in charge of the food aid component of the facility's funding while the World Bank would 

take primary responsibility for assistance with the preparation, approval and supervision of 

projects.
 

Who should propose and implement Irorammes?
 

Primary responsibility lies obviously with the governments. But the best assurance 

that programmes are operated for the benefit of the intended groups would be provided by 

the widespread participation of many existing public and private national and international 

agencies. Certainly LEAD, Unicef, 11O, WHO, bilateral aid agencies, international and 

national non-government organizations (NGOs) and locai governments should be actively 

involved in the identification, ?dministration, and support of programmes drawing funding 
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from the Poverty and Hunger Alleviation Facility. Roles could be assigned according to 

types of programmes or countries. 

Criteria for determining programme eligibility. 

Finally criteria will need to be established for determining the kind of programmes 

that would receive support and with what priority. 

* 	 They must transfer income efficiently to the people who are expected to 
benefit. The administrative cost should never be in excess of 10-20% of the 
benefits conveyed to the intended population. A programme which transfers 
food valued in the marketplace at 10 rupees and costs the programme 15 
rupees to deliver iswasteful and inefficient. A public employment programme
which costs $2 per employed person (after subtracting the value of the work 
performed), and conveys to the person only an additional $1 of income is also 
a very inefficient programme. 

The beneficiaries should be those with clearly identified unmet needs. This 
is difficult to establish and often it is not possible to exclude all people no 
longer requiring assistance. But an attempt should always be made to make 
as transparent as possible the poverty and hunger status of the prospective 
target population. 

* 	 Programmes should be judged on the basis of achieving both short-run and 
long-run hunger alleviation objectives. Are there built-in or parallel 
programmes which provide nutrition education and health services? Are 
adequate opportunities provided for children to receive useful education, 
rather than only food? Does the programme provide or are there available 
opportunities for productive employment? 

Programmes, if possible, should create incentives (effective demand) for 
locally produced foods and other goods and services (eg, marketing services)
which utilize otherwise underemployed resources. This might suggest that 
programmes would be preferred in some areas over other areas, depending 
on supply responsiveness to incentives. 

* 	 Programmes should include a plan for adjusting the needed assistance to 
changing circumstances and for phasing out. for instance, if opportunities for 
developing productive employment in an ecologically unfavourable 
environment are limited, temporary income and food assistance should be 
coupled with a required plan for stimulating eventual migration of the 
beneficiaries to a more favourably situated location. 
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Criteria for country eligibility 

The resource constraints on reducing poverty and hunger and therefore the assistance 

required from an international facility will obviously vary from country to country. For some 

countries, assistance may have to cover nearly the full cost of new programmes. In other 

countries, it may be sufficient to cover only the additional food import requirements and 

foreign exchange costs, while in still others the facility would be primarily used for supplying 

the needed technical assistance. 

Summary and Recommendations 

The economic crisis afflicting many developing countries in the 1980s suggests 
two major lessons: (a) foreign aid can be ineffective and even counter
productive if it is used to support bad projects and policies; and (b) policies
that subsidize unproductive enterprise and tax productive enterprise have 
resulted neither in satisfactory, sustainable economic growth nor in the 
alleviation of hunger. 

* 	 These lessons should not be interpreted to suggest that the transfer of 
resources is not am important ingredient for development, nor that reforming 
existing policies through what is termed structural adjustment is a sufficient 
condition for alleviating poverty and hunger. 

The numbers of poor and hungry people - in the hundreds of millior.5 even 
before the crisis of the 1980s - are increasing. Their deprivations often tend 
to intensify while growth-oriented policy reforms are being instituted. At best, 
it will require many years for the poor to see substantial gains. 

In the meantime, special programmes are needed to assist the poor, not only 
for humanitarian reasons, but also because they will enable governments to 
overcome political resistance to urgently requiied growth-oriented policy
reforms. They also will provide people with the prerequisite improvements 
in health, nutrition and education needed to take advantage of the 
opportunities for productive employment. 

* 	 The creation of "human" capital requires attention both to access by the poor 
to more and improved public services in health and education, and to 
increases in their purchasing power for food and other essentials. The ideas 
presented in this article focus on the latter. 



--

15 

Fortunately much, though not all, of the foreign aid needed to support 
programmes and augment the purchasing power of the poor can be supplied 
in the form of food aid from existing food "surpluses". 

Briefly summarized, the specific proposals are as follows: 

* A special international facility should be established for augmenting the 
purchasing power of poor households. It would be used to increase their 
consumption of food and other essentials. 

* 	 In order to assure that the resources allocated for this purpose reach the 
target population and are not dissipated in paying for transmission costs, the 
recipients should be paid in food "money" or in cash. The additional food 
should be handled through existing and improved food marketing channels 
and not be supplied through expensive, parallel public food distribution 
channels. 

Whenever it is possible and economical, the augmentation of purchasing 
power should be provided in conjunction with projects that promote lasting 
changes in the productivity of the target population; that is, in conjunction 
with health and education programmes, or with projects that create assets and 
improve the environment. Tying assistance to participation in projects of this 
kind is a practical mechanism for targeting benefits on some of the 
households in greatest need. 

* 	 While the supply of additional food from food aid can make an important 
contribution to the kind of poverty and hunger alleviation envisioned, it 
should be recognized that financial resources are required as well. With a 
facility that has command over both financial and food aid resources, there 
is a better chance for structuring programmes which efficiently augment 
purchasing power and alleviate hunger. 

Poverty and hunger alleviation poses significant challenges to resource mobilization 

and above all to the resourcefulness of those charged with designing and implementing cost

effective programmes. East, West, North and South are increasingly recognizing that much 

of the 	planning and implementation of programmes intended to stimulate economic growth 

in the 	productive sectors is best left to a private sector which iesponds to market signals. 

Freed 	from that task, public servants in governments and international organizations may 
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be able to use their intellectual and administrative talents in the design and implementation 

of better programmes to alleviate poverty and hunger. But will they rise to the challenge? 
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International Food Stamps
 

Willis Peterson*
 

The farm income support and foreign aid programmes of the past several decades 

suggest that two common characteristics of the utility functions of high-income nations are 

the desire to increase the incomes of farm people in their own nations, and to improve the 

diets of poor people in poor nations. 

It is apparent, however, that the programmes have not worked very we'!. The 

drawbacks of farm income support programmes are well known. Support prices above 

market equilibrium levels create expeiasive and wasteful surpluses, their benefits are 

capitalized into the value of land which is detrimental to future generations of farmers who 

purchase the land, and the greatest share of income support goes to the largest and 

generally most prosperous farmers. In addition, commodities are treated unequally. Cash 

grain, dairy, and sugar producers receive the bulk of the income support while beef, poultry 

and vegetable farmers receive none. In spite of the hundreds of 'idlions of dollars poured 

into farm income support programmes, farmers complain of low prices, government red 

tape, and interference in their production decisions. And nual communities continue to 

decline and lose population. 

"The author wishes to thank Yoav Kislev, Terry Roe, Vernon Ruttan and Adolph Weber 
for helpful comments and suggestions on previous drafts of the article. 
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Foreign aid programmes such as the USA's PL 480 also have drawn criticism. 

Subsidized food arising form the surpluses accumulated in the developed countries and 

shipped into the poorer, food-deficit countries reduces the prices received by farmers in 

recipient countries and retards the development of their agriculture. In spite of these food 

shipments, hundreds of millions of people suffer from malnutrition and it is estimated that 

over 40,000 (mostly children) die each jU because of this condition. 

The objective here is to suggest a new direction in farm and food aid policy - a single 

programme that will increase farm prices in both developed and less developed countries 

(LDCs), encourage rather than discourage world food production, and go a long way 

towards eliminating malnutrition in the Third World. 

The programme 

An international food stamp programme would bear some resemblance to the US 

programme. Rich nations would issue food stamp coupon books to poor people in poor 

nations with a guarantee that food vendors in the recipient nations could redeem the stamps 

to the issuing countries for hard currency. The stan'ps would be used by poor people to 

purchase the food of their choice in either their domestic markets or the world market. 

The operational details of administering the programme may vary from country to 

country but a few generol points can be made. First, it is desirable to keep the programme 

as simple as possible, while targeting the food aid to the lowest income people. Because 

of the difficulty of measuring income of poor people in poor countries the simplest approach 

would be to give (not sell) stamps of varying values to everyone who requests them in the 

poorest urban neighbourhoods, towns, or villages - the places where people are suffering 

Y
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from malnutrition. Some higher income people may take advantage of the programme but 

the cost of screening them out would probably exceed the value of the stamps. Of course, 

stamps would vary in value by the average income level of the community and by age of 

recipient. Stamps for babies and young children would carry smaller face values than those 

for teenagers and adults. 

Second, it is important that stamps not be tied to the food imported from donor 

countries. If they were, recipients would simply substitute donor country food for 

domestically produced food, causing local prices to fall. Recipients must be free to purchase 

food in the open market. Since domestic supplies will not in most cases be adequate to 

supply the increased demand for food, it is essential that recipient countries open their 

borders to unrestricted food trade - exports as well as imports. Domestic food prices, 

therefore, would correspond to border prices. It would also be desirable for recipient 

countries to allow imports of agricultural inputs - fertilizer, seeds, chemicals, machines and 

so on - so that LDC farmers could respond in a greater degree to the increased demand for 

food in their countries. 

The actual distribution of stamps is probably best carried out by neighbourhood or 

village institutions and leaders such as educational, medical or religious groups, or by local 

governments. The distribution agency can vary both within and among countries. The 

redemption of stamps into currency can be done by local financial institutions working with 

a representative of the donor country or agency. The distribution of stamps should not be 

more difficult than the distribution of physical commodities. In fact, it should be easier 
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because the transportation, storage and retailing functions would be decentralized in the 

private sector rather than being the responsibility of the donor. 

In order to judge the feasibility of an international food stamp programme, it is 

necessary to have some idea of differences in per capita food production, trade and 

consumption among nations. These values are measured in wheat equivalent quantities 

(WEQ). Total WEQ of a country is the total tonnage of agricultural output, with each 

commodity weighted by the ratio of its world market export price over the world market 

export price of wheat.1 

All agricultural commodities are included in a sample of 1190 countries, which 

comprise about 94% of the world's agricultural land. To smooth out year-to-year 

fluctuations in production, a three-year (1982-84) average output was computed. The same 

general procedure was used to estimate agricultural imports and exports in WEQ units. In 

this case some adjustments were made in order to measure only agricultural output. For 

example, in beer and wine trade, only the agricultural commodities used to produce the final 

products are included. The trade figures are for 1983. 

Per capita agricultural output in kilograms of WEQs for the 10 highest and 10 lowest 

countries of the 119-country sample is pregented in Table 1. The average amount available 

for consumption in these countries, obtained by adding imports and subtracting exports, is 

also presented.2 The difference between the consumption levels of the higher and lowest 

countries is remarkable, although the large gap is due to quality differences (livestock 

products) as well as quantity. The greater the share of livestock and poultry products in the 

diet, the larger the WEQ for a given nutrient intake. 
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Although trade reduces the difference in the amount available for consumption 

between the highest and lowest countries, it does not by any means equalize per capita 

consumption across countries. Most of the nations ranked near the bottom are LDCs with 

limited ability to purchase food in the world market. It appears that most nations, especially 

the poor ones, in large part make do with what they produce at home. The simple 

correlation coefffcient between per capita production and consumption for the 119-country 

sample is 0.85. 

The average per capita consumption for the 119-country samp!e is about 1200 

kilograms of WEQ. The median is about 900. Middle-income countries tend to consume 

in the 700 to 1000 kilograms up to these levels. 

Threshold Million metric tons 
1000kg 800 
700kg 297 

Nearly half of the additional output in both thresholds goes to India, whose per 

capita consumption level was 508 kilograms of WEQ. China (PRC) was omitted from the 

calculations of both thresholds. That country's per capita consumption averaged 815 

kilograms during the 1982-84 period. 

The major food-exporting nations (USA, Canada, Argentina, Brazil, Australia and 

New Zealand, plus the Western European countries) produced an average 1811 million 

metric tons of WEQ annually during the 1982-84 period. The 297 million metric tons 

required to reach the 700-kilogram threshold represent a 16% increase in the total food 

output of these countries. Thus it is not out of the realm of possibility for these countries 

to supply the entire increase in output for all poor countries to reach the 700-kilogram level. 
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The food exports of these developed countries during 1983 were about 500 million metric 

tons of WEQ. Expanding their annual exports by 297 million metric tons amounts to nearly 

a 60% inc,:ease. 

In order for the international food stamp programme to work it would have to be a 

joint effort of the world's developed nations, each country contributing according to its 

population and per capita income. The recipient nations, at least to begin with, are the 45 

countries having a per capita annual consumption of 700 kilograms of WEQ or less. These 

are mainly the lowest income countries. Middle-income countries also have poor people 

who suffer from malnutrition. Whether these people could be brought into the programme 

depends on how much the donor countries are willing to spend. Governments of middle

income countries might be persuaded to initiate a similar programme in their own countries 

to increase food consumption of their poorest citizens. Private philanthropic and religious 

organizations could also participate in the programme, issuing stamps redeemable from their 

own funds. 

It probably makes sense to initiate a pilot programme in a small, low-income country 

to work out the operational details and problems. "The coverage could gradually be 

increased, starting with the poorest nations where hunger is most severe. As the programme 

expanded, the full consortium of donor countries would begin to contribute funds, while 

phasing out their traditional faim income support and food aid programmes, keeping the 

total costs roughly constant. The pilot project could be carried out by a single donor country 

or group of countries. 

51 
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Several advantages of an international food stamp programme over traditional farm 

and food aid programmes can be envisioni.td. First, it would be a market-oriented 

programme in which farmers produced for the mariet according to relative prices rather 

than for government stockpiles or subsidized exports. Farm incomes and prices could be 

increased without creating artificial reductions in supply. Second, the food would be 

privately owned all the way from producers to Third World consumers, so there would be 

an incentive to move the products to consumers promptly rather than having them 

accumulate on the docks. Beneficiaries of the programme would be free to purchase those 

products which satisfy their tastes rather than having to take surplus commodities form 

donor countries. This would provide for more diversity of food supply and healthier diets 

than is true under surplus disposal programmes. 

Because the stamps would represent an income transfer to poor people in poor 

nations, the higher incomes of the recipients would allow them to increase their purchases 

of non-food as well as food items. However, the relative decline in the price of food to the 

recipients would offset this tendency by encouraging substitution in favour of food. The 

relative magnitude of the two effects depends on the income elasticities of demand for food 

and non-food items, and on the cross-elasticity of demand for non-food items with respect 

to the price of food. For the poorest people in poor countries the income elasticity of food 

demand must be quite high if the primary reason for starvation or severe malnutrition is a 

lack of purchasing power. Thus one would expect that the largest share of the increased 

purchasing power would be spent on food. 

http:envisioni.td
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From a pure welfare economics criterion, the best solution to a lack of purchasing 

power is a cash transfer to that recipients can buy those items which maximize their utility. 

But commodity-specific money such as food stamps appears to be more politically palatable 

and is the next best thing to a cash transfer. Similar kinds of commodity-specific money 

such as education, housing or fuel stamps could be used in any country to enhance the 

ability of low-income people to purchase more of those goods and services that society 

wishes to transfer to them. The use of such money eliminates the need for government to 

own physical facilities of goods and reduces the adndnistrative cost of the programmes. 

Cost and effects 

The cost of an international food stamp programme would depend on four factors: 

(1) the amount of food to be added to the diets of poor peope in Third World countries; 

(2) the increase in the world market price of food caused by the increased demand from the 

recipient nations; (3) the increase in the quantity of food produced by the recipient nations 

due to the more attractive prices; and (4) administrative and transport costs. 

Consider the 700-kilogram thre. hold which would require 297 million metric tons of 

WEQ. The 119-country group produced a total 5113 million metric tons of WEQ annually 

during the 1982-84 period. The 297 million metric tons figure represents about a 6% 

increase in the food production of these 119 countrie3,. The increase in the world market 

price of food required to bring forth this increase in quantity depends on the world 

aggregate supply elasticity of food. The smaller the elasticity, the greater the increase in 

prices. It is to be expected that this elasticity is smaller in the short run than in the long 

run. Considered a short-run supply elasticity of 0.20. 

,:/
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With a 0.20 short-run elasticity, a 6% increase in quantity requires a 30% increase 

in prices. This figure assumes that all countries allow their internal prices of food to 

increase with border prices. In reality some countries that do not participate as a donor or 

recipient in the programme may attempt to maintain stable prices in their countries. If so, 

the world market price would increase by more than 30%. However, if prices increased 

much beyond 30%, there would be increasing pressare for these nations to open their 

borders, allowing their internal food prices to increase thereby stimulating their food 

exports. Realistically one might expect a 30 to 35% increase in the world market price of 

food in the short run. 

Over the long fun, five to ten years after the start of the programme, the supply 

elasticity would be much higher, in the neighborhood of one. However there is reason to 

believe that world market prices of food would settle in at a level somewhat above the 6% 

increase implied by this elasticity. The increase in the economic growth of the recipient 

nations, resulting from higher agricultural prices received by their farmers and their more 

open economies, would increase their demand for food from what it would otherwise have 

been. Thus it does not seem unreasonable to believe that the programme would increase 

farm prices at least 10 to 15% in the long run. 

At some point, as development occurs, the recipient nations will have increased their 

per capita domestic production to attaia the 700-kilogram threshold, or become rich enough 

to buy the food without the help of the donor countries. At this time the programme could 

be phased out. Of course, the mechanism could be kept in place as a standby measure in 

times of war or natural disasters such as droughts or floods that may cause famine. 
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Having estimated the increase in world food prices resulting from the programme, 

it is now possible to provide an estimate of its annual cost. The estimated cost will be 

limited to the short run and the 700-kilogram threshold. During the 1982-84 period the 

world market (export) price of wheat averaged $164 per metric ton. Adding 35% of this 

price to take into account the estimated short-run increase in food prices, and multiplying 

this figure ($221 per metric ton) by the 297 million metric tons required to reach the 700

kilogram threshold, yields a cost of about $66 billion. The 297 million metric ton transfer 

assumes that all of the additional food is supplied by non-recipient nations; there is no 

additional output by the recipient nations. In reality some additional output is expected to 

be forthcoming from these countries as their agricultural prices increase. If so, the cost will 

be somewhat less tfhan $66 billion. There are also transport and programme administrative 

costs. But as a rough approximation, the aanual cost of the programme should not exceed 

$70 to $75 billion. 

How does this compare to the cost of present farm and food aid programmes? 

Currently the USA and Western Europe spend about $50 billion annually to support farm 

incomes. Ad to this the cost of similar programmes in Canada, Australia and Japan plus 

the cost of storing the surpluses and administering these programmes, and the cost would 

run at a minimum in the $70 to $75 billion range. In addition, the developed nations 

currently spend about $25 billion annually on concessional food aid programmes, about 

0.35% of their collective GDPs. (Since some of this is the value of surplus commodities 

accumulated from their farm programmes, there is some overlap of the two figures.) At any 
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rate, it seems safe to say that the cost of an international food stamp programme would not 

exceed the cost of current programmes, and would likely be less. 

Concluding remarks 

Hundreds of millions of people in the world suffer from malnutrition, and it is 

estimated that over 40,000 die each day from the direct or indirect consequences of this 

condition. Recently there has been an increasing awareness that hunger in poor countries 

is as much a poverty or demand problem as one of supply.4 In the developed countries the 

problem is one of overproduction and surphses resulting from programmes aimed at 

increasing farm prices. An international food stamp programme could go a long way 

towards eliminating malnutrition in the Third World while increasing farm prices in both 

the developed and less developed countries by an estimated 30 - 35%. Al this could be 

accomplished at a cost no greater and probably less than is currently spent on farm income 

support and food aid programmes. 



Table 1. 

Table 1. Per capita agricultural proouction 
and consumption (kg of WEC per person per 
year. 1982.-84). 

Production Consumption 

Top ten countries 3869 2787 
Bottom ten 

countres' 319 414
 

ExcluCes Saudi Arabia. 
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ENDNOTES 

I, 

1WEQ in country 'j' is WEG = " p,/p. •,, 

where Pi is the world market (export) price of commodity i, P, is the world market (export) 
price of wheat, and Q. is the physical output of commodity i in country j. further details on 
the construction of kEQ can be obtained from Willis Peterscn, 'International supply 
response", Department of Agricultural and Applied Economics Staff Paper P87-16, 
University of Minnesota, St. Paul, MN, June 1987. The FAO Production Yearbook, Rome, 
1984, served as the data source for the output figures. The trade figures are from the FAO 
Trade Yearbok, Rome, 1984. 

2"Country-specific figures are presented in the Appendix to Willis Peterson, "International 
food stamps", Department of Agricultural and Applied Economics Staff Paper P87-38, 
University of Minnesota, St. Paul, MN, November 1987. 
3"The positive relationship between income and food imports was reported in James P. 
Houck, "Foreign agricultural assistance - it's mostly a good thing for U.S. farmers", Choices, 
Vol. 2, 1987, p. 19. 

4'World Bank, Poverty and Hunger, Washington, D.C., 1986 
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[1990] 

Box 11, The Entitlement Approach to Famine Relief: Food or Cash? 

"Why hunger?" remains as relevant a query today as it has been for thousands of years.
but the aiiswer cannot be quite the same as in the past. The enormous expansion of
productive power, especiaily in agriculture, that has taken place over the last few centuries 
has certainly made it possible to guarantee adequate food for all. The persistence of 
chronic hunger and severe famine despite more than adequate productive opportunities 
poses a range of questions that would not have been immediately relevant in the past, when 
production possibilities were much more limited. This is not to say that issues of 
technological transformation and expansion of production have ceased to be important. 

canMuch more certainly be achieved, and the rewards from productive expansion can 
indeed be very substantial. But even with existing technologies and the current state of 
knowledge, a better marshalling of our resources and a better system of distribution can 
eliminate much of the nutritional shortfall that is observed across the world today. Hunger
and famine have to be seen as economic phenomena in the broadest sense - including
production, distribution, and utilization of food - and not just as reflections of problems of 
food production as such. 

There are many policy implications related to the shift in the focus of analysis from 
production (and availability) to entitlements in general, including the various links in the 
economic chains. One important question concerns the form of the relief that may be 
provided in helping famine victims. In African famines, relief has typically taken the form 
of distribution of free food in relief camps and distribution centers. 

It is necessary to distinguish between two things that are achieved by food relief to 
famine victims: (a) giving the destitute the ability to command food, and (b) providing this 
relief in the actual form of food itself. Tihough these two aspects are integrated together in 
direct food relief for famine victims, they need not in general be thus combined. For 
example, cash reliefcan provide the ability to command food without directly giving any food 
to the victim. Indeed, cash relief can stimulate other parts of the food in terms of the 
response to increased demand as a result of the greater purchasing power of the famine 
victims. 

A person's ability to command food can be see~i as having two distinct elements, namely,
his or "pull"and the supplier's "response." If a person starves because of loss of employment
and the absence of means of buying food, than that is a failure originating on the "pull"side. 
On the other hand, if the person's ability to command food collapses because of the absence 
of supply, or du:,. to the "cornering" of the market by some manipulative traders, then this 
is a failure arising on the "response" side. In most famines - whether in Africa or Asia - the 
element of "pull failure" has tended to be the dominant one in the genesis of the collapse
of entitlements of the famine victims. In this situation, creating purchasing power for famine 
victim may ie an obvious and immediate way of recovering some of the lost ground.

The use of cash disbursement has the advantage of quickness, which is particularly
important in the light of much-discussed delays in the relief system in the case of some 
African famines, such as those in Sudan, Somalia, and Ethiopia. The provision of cash 
income leads to giving aid to the potentiai famine victims immediately. It also has the effect 
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of pulling food into the famine-affected regions in response to the enhanced market demand 
as a re'1,It of cash disbursements. 

The cash disbursement system also helps to prevent the widely observed phenomenon
of what has been called a "food counter-movement," by which food moves out of the famine
stricken regions to more prosperous lands. This has occurred in many famines, such as the 
Irish famines of the 1840s, the Ethiupian famine in Wollo in 1973, and the Bangladesh
famine of 1974. There is nothing terribly puzzling about this, since non-famine regions

(England in the case of the Irish famines, Addis Ababa and Asmara in the case of the Wollo
 
famine, India in the case of the Bangladesh famine) often have greater purchasing power

and greater pull in comparison with the famine-stricken regions, and as a result food can 
easily be attracted away through the market 'aechanism from the famine regions to non
famine areas. When additional cash income is provided in the famine region - for instance,
through employment schemes - such "food counter-movements" can be reduced or 
eliminated, and this itself may be very important. 

There are, of course, problems also with providing relief in the form of cash income and 
employment schemes. If the markets are so distorted that the expansion of demand will not
lead to 'response," there may be no alternative to the government itself moving the food to 
the victims and directly arranging food distribution. On the other hand, the administrative 
resources of the government are also restricted, and the record of famine relief based on 
large-scale movement of food grains by government has not beenthe particularly
encouraging in many African countries. When the administrative structure is limited or 
inefficient, the case for using cash relief to regenerate entitlements and to create the "pull"
for food movement may be a sensible policy. Indeed, in those African countries in which 
cash relief has been tried, such as Botswana, the record of achievement seems to be very 
creditable. 

The system of cash relief also has some additional advantages. It regenerates the 
infrastructure of trade and transport in the economy, through increased demand and more 
economic activities, and this can be of lasting benefit, especially since famines tend to 
disrupt these links in the economic chain. Further, since the distribution to destitutes 
usually requires the setting up of "relief camps," the system of direct feeding or direct 
distribution of food can be very disruptive to normal family life as well as to pursuing
normal economic activities, in particular the continued cultivation of land. In contrast,
providing relief in the form of subsidiary employment without nmxking people move from 
their homes has the advantage of being less disruptive for work and living. While the 
decision on the balance between cash relief and food relief must depend on a careful and 
pragmatic assessment of the exact conditions in the country or region in question, it is 
worthwhile to consider the possiblity of providing food to famine victims via the means of 
cash. When hunger and famines are seen not just in terms of availability of food, but 
primarily in terms of entitlement failures, it becomes natural to consider these other means 
of changing the operating of the dysfunctioning food-chains. 

Source: Amartya Sen, "Food Entitlements and Economic Chains" in Lucile F. Newman 
(ed.), Hunger in History: Food Shortage. Poverty and Deprivation (Cambridge, Mass.: Basil 
Blackwell, 1990), p. 375, 379-381. 

<') 



Pirf vi -- Perspective on the Future 

In this section an attempt is made to provide a perspective on the future directions 

of food aid. The environment for food aid will be much different in the 1990s than in the 

past. In the past the level of US food aid has varied with the size of surplus food and food 

grain stocks. The direction of food aid flows has been strongly influenced by competition 

between the US and the USSR. In 1990, new and more flexible food aid legislation was 

passed by the US Congress (See Chapter 1). 

The paper by Raymond F. Hopkins, "Reforming Food Aid in the 1990s" is based on 

testimony before the US House of Representatives Select Committee on Hunger in June 

of 1989. Hopkins noted that in the 1980s there was a negative relationship between the 

degree of need and per capita food aid. He urged that in the 1990s food aid be targeted 

to address more directly the problems of food insecurity, agricultural production and 

environmental protection and enforcement. 

In "Alleviating Hunger While Building Markets" (1989), John W. Mellor advocates 

a program directed toward both alleviating hunger and building markets. He urges that US 

food aid levels should be doubled by the year 2000. He insists that large quantities of food 

directed toward infrastructure development in rural areas will contribute to rapid generation 

of growth in marketable surpluses which will in turn generate growth in rural incomes. This 

in turn will expand the demand for food, including the commercial imports of feed grains. 

He insists that the alleviation of hunger through economic development must take place 

where the poor and hungry are located--and that is in rural areas. 

In a final chapter I again raise the question--"Does Food Aid Have a Future?" In the 

past the food aid program has been sustained by multiple constituencies--farm groups, 



agribusiness, maritime interests, voluntary organizations. By pursuing the multiple interests 

of its constituencies, food aid was larger than it would have been if targeted to more 

specific--and less inconsistent--objectives. 

One conclusion that emerges from the papers presented in this volume is that it has 

been exceedingly difficult to find a principled answer to the question--"Why Food Aid?" 

Food aid has not been an effective method for dealing with agricultural surpluses. It has 

been far larger than it would need to be to meet market development objectives. It has not 

been an effective lever to induce policy reform. Ways are still being sought to make it an 

effective instrument for economic development. And its potential for alleviating hunger and 

malnutrition has not yet been adequately realized. 

Vernon W. Ruttan 
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Chapter 18
 

Reforming Food Aid for the 1990s
 

Raymond F. Hopkins
 

U.S. food aid has been allocated according to a set of multiple objectives. As a result 

"friendly" governments sometimes received aid while countries with larger numbers of poor, 

hungry peoples got less or no aid. In light of the special needs of particular countries, 

especially ones in Sub-Saharan Africa (where estimated "needs" have grown from a small 

portion of total world need in the 1960s to an estimated half of needs--by U.S. and FAO 

studies), rood aid must be appreciated as a resource to be allocated with great concern as 

to its potential impact on hunger. 

As the world's largest provider of food aid, the United States should play a leading 

role in addressing international problems in which food aid is an especially appropriate 

response. In the thirty-five years since the initial enactment of PL480 legislation significant 

changes have occurred in the political and economic environment in which food aid occurs. 

Although our U.S. legislation has from time to time been amended to reflect some of these 

changes, as in 1966 and 1974, important anachronistic elements remain. U.S. food aid policy 

and ts legislative foundation consequently are in need of reform. 

In pursuing our national interests, and the global interests that we share with others, 

the U.S. must adjust and adapt our programs in light of new information and changing 

circumstances. Failure to do so represents an egregious lack of vision and entrepreneurship. 
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I refer to this failure as "egregious" because the United States retains a leadership position 

in international food aid both in resources and intellectual understanding. In spite of this 

we have allowed inertia and an outdated construction of domestic and international interests 

to dictate the purposes to which food aid should be subservient. 1990 is a time for 

substantial reform. 

I. BACKGROUND 

U.S. food aid is provided today in a world context much chanf'- I from the economic 

order prevailing in the 1950s and 1960s. As a result of the relative decline of the U.S. as 

an economic hegemon, growth in the world's economy with attendant shifts toward more 

urban, industrialized societies, and a larger share of aid provided by other industrialized 

states, the U.S. food aid program plays a much smaller role in the world's food aid regime. 

Furthermore, it is strikingly out of step; it is the only donor program with an undiluted 

commercial interest required by its legislative mandate and manifest in its Title I or sales 

program. Aside from commercial factors, political uses also are more prominent in the U.S. 

program than in others. Although the cold war hysteria of the 1950s has subsided, strong 

claims by State Department officials to direct food aid according to diplomatic goals 

continue. Countries receiving the world's food aid have also changed; increasingly they are 

ones with chronic food insufficiency, high population growth and modest development 

capability. Thus, the world of donors and recipients has changed considerably, far more so 

than the U.S. food aid program has to date. 

Since its inaugural Congressional support for food aid has never been a problem. 

No executive branch request for funding, for example, has ever been cut by the Congress. 
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In several instances, in fact, food aid requests, such as the emergency supplementals 

proposed by President Reagan in 1984 and 1985, were increased by Congress. 

Congressional action in this case was motivated by concerns to insure adequate food 

supplies to Africa, then suffering a famine. Such action was facilitated, however, by the 

large surpluses which the U.S. held at that time. Cuts in food aid which in constant dollar 

terms is a third of its earlier size, therefore, have come from Executive initiatives: either 

OMB or USDA have proposed reductions, as they did in 1973-75. 

In the 1950s, at the time of its legislative founding, Iae United States was joined only 

by Canada as a regular contributor of food aid to other countries. The Canadians provided 

aid as grants, while the United States used grants for "humanitarian" aid; for larger 

untargeted flows, food aid was provided through long-term soft loans, i.e. Title I. These 

loans, however, troubled other commercial exporters. As early as 1954 these other 

countries, feaful that Title I food aiL could be used to win commercial market shares away 

from them, coupled with concerns of American economic leaders committed to free trade, 

helped establish as coordinating committee, under the aegis of the Food and Agriculture 

Organization (FAO), known as the Committee on Surplus Disposal (CSD). The function 

of tnis group was to monitor all food aid to be sure that it was not in violation of free trade 

principles. Aid was to be targeted in a way to provide food to people whose needs could 

not be met through commercial markets; because they lacked adequate purchasing power 

their receipt of food aid would be additional 1:o commercial trade. The origins of food aid, 

therefore, lay in efforts to address simultaneously regionally specific international problems 

of development and food imbalances. Some countries were food short; simultaneously the 

/V 
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U.S. had growing food surpluses arising from agricultural efficiency and the excessive 

stimulation of domestic subsidy programs. As just noted, the food short countries have 

changed; today's most needy states are less significant to U.S. political and military concerns. 

Similarly, surpluses have become less permanent. 

Since its teginning as a surplus disposal, anti-communist effort of the U.S., the 

underlying character of the international food aid regime-encompassing the set of donors 

and recipients--has changed dramatically. The U.S. contribution has fallen; from providing 

over 95 percent of the world's food aid, the U.S. now provides between 50 and 60 percent. 

Moreover, in dollar terms the U.S.'s contribution is less than 50 percent. Other bilateral 

and multilateral donors now have a significant role. 

In 1963 an international organization, the World Food Program (WFP), was created 

to coordinate a special portion of food aid, aid to be used in recipient government projects 

that would help people improve their lives, particularly in agriculture. The WFP in 1974 

was authorized to expand its authority under a new international committee, the Committee 

on Food Aid Policies and Programs (CFA) which would serve as an overall body to establish 

principles for food aid and to provide guidance to donors and recipients of food aid. This 

"governing" task was added to the CFA's regular charge to approve particular food aid 

projects supported by the multilateral WFP. 

Figure 1 shows how the burden of food aid funding has shifted; also it shows the 

declining role of food aid as a help to the U.S. in promoting exports. The top portion, 1.1., 

shows the fraction that food aid has represented as a portion of total U.S. agricultural 

exports, while 1.2 shows the fraction of food aid provided by the U.S. as the total of all 
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world food aid. The evolution of giving summarized in these two charts indicates clearly the 

decline in food aid as a major factor for U.S. commodity exports and the decline of U.S. 

resources as the sole provider of food security for poor countries. At the inaugural of this 

regime, two countries were providing aid to ten to fifteen countries; by 1989 the regime has 

expanded to the point where over 25 countries provided food and over one hundred 

received it. Ironically, the physical volume of food aid in tonnage terms declined over this 

period even as the burden of providing it became more widely shared. 

The share of food aid in international trade has likewise declined. At its zenith in 

the mid-1960s the U.S. provided over 15 million tons; other donors' contributions, 

particularly during the Indian emergency of 1965-66, raised the total to 17 million tons--over 

one-fourth of world grain trade. In the 1980s food aid averaged about 10 million tons; the 

peak was 12 million tons during 1985 at a period when grain trade exceeded 200 million 

tons. Thus food aid constituted about 20 percent of total world cereal exports in the 1955

65 era compared to about 5 percent in the 1980s." 

Food aid allocation have also changed. Over the years particular interests, sometimes 

famine alleviation, other times the desire to reinforce foreign policy actions or even support 

military adventure, have had a compelling role in the U.S.'s allocation of food. For 

example, in the mid-1960s and again in the mid-1980s, famines in India and Africa 

respectively caused substantial shifts and increases in the size of food aid. Conversely, in 

the late 1960s and early 1970s, use of food aid as a resource to support the American 

"These figures are for trade in grains, the major food crops traded. There are, of 
course, non-cereal components to food aid but they usually constitute a relatively small 
portion of such aid by volume or value, principally dairy products and cooking oil. 
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military effort in Southeast Asia became important. When American involvement in that 
region redirected aid, Congress reacted to limit the economic and military support available 

to the State Department in its backing for governments in Cambodia and Vietnam. Food 

aid was increased as a way to compensate for falling aid levels in dollars. Congress then 

enacted rules to limit program Title I food aid to the poorest and neediest.' More recently 

State Department political objectives have pushed food aid toward Central American states 

(except Nicaragua). 

II. EXPERIENCE AND REGIME REFORM: LESSONS FROM AFRICA 

Just as thought regularly precedes ction, so legislation either precedes or at a 

minimum consolidates program reform. The 1966 reforms of food aid, for example, shifted 

the emphasis of food aid's purposes to development, requiring countries to establish self

help measures to be funded by sales of concessional food. These changes arose in part as 

a result of concern that food aid could hurt recipient countries through disincentive effects 

upon local production. Dish icentives might be created by weakening a government's interest 

in providing efficient prices or funding for research for the food and agriculture sector, by 

lowe,-ing market prices for foods and thereby decreasing food producers' income and 

incentives, and finally by creating tastes for imported foods such as wheat and rice that are 

expensive or impowible to produce locally, thus creating an unnecessary dependence on food 

imports. These concerns, raised by economists studying food aid in the 1950s, stimulated 

the 1966 reform aimed at avoiding disincentive effects and promoting self-help. 

Today further reforms are in order based again on the experience of research and 

evaluatioas. Let me focas on Sub-Saharan Africa as an example of why reform is needed. 
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This region has grown to absorb the largest share of food aid over the last fifteen years. In 

Africa research related to food production, marketing, state intervention, appropriate new 

crop strains and household nutrition habits all have accumulated to the point where major 

conclusions about the importance of and solutions to food problems are possible. This 

research's conclusions are not only widely shared but dictate new formulas to use food aid 

as an effective resource transfer. 

Food is central to Africa's economic de',Plopment. Per capita food production 

declined in Africa from 1970 to 1983 by 17 percent. This was a major factor in the general 

economic malaise of that period. For food aid to help solve food problems that hinder 

African development, it must be designed to improve national food markets and foster local 

development actions. Indeed, the U.S. Food for Progress program was proclaimed with just 

this link to food in mind. Accomplishing its goals could prevent famine emergencies like 

those of 1973-74 and 1984-85 from recurring. 

How would food emergencies be prevented by such accomplishments? First, 

increasing productivity by rural food and agricultural producers is critical for general 

economic development and it also provides income to some of the poorest, most vulnerable 

groups. Second, reducing variations in food supply in Africa would avoid debilitating 

instabilities in price which cause harm to the economy as a whole and misery for the poorest 

part of the populace. Third, establishing a security floor under hunger is a highly effective 

and equitable approach to improving general well-being. 

Increasing the productivity of those who labor in food production is critical for 

economic development for several reasons. First, subsistence agriculture is the largest single 
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source of employment in Africa. In effect it establishes the minimum wage. This also 

means it sets the minimum income standard; below this group there is now an even poorer 

and growing landless group who, denied subsistence plots by legal rules or the cruelty of 

nature, populate permanent squatter encampments. Similar developments can be seen in 

Central America. Second, food surpluses from the rural population are crucial to freeing 

labor to grow cash crops and work in non-agricultural sectors. Food grown by these people 

is an important wage good. In general, food accounts for 50 to 70 percent of most Africans' 

household expenditures, whether purchased or used as a direct consumption item. The 

higher the income of food producers, the higher will be the wages in other sectors of the 

economy, and the more pressure will be put on these sectors to use labor efficiently. 

Linkages between increasingly efficient rural food producers and small-scale rural industries 

can further stimulate mutual growth. 

Major price instabilities strike economies of African states when food production 

varies much over 10 percent. During the recent 1984-85 drought, cereal production fell as 

much as 50 percent in some countries and overall staple food production by 15 to 25 

percent. Per capita food productivity in Africa is not only the lowest in the world, but 

variability in production is high, exceeded only by the Soviet Union. 

In developed countries, such as the U.S. or Australia, with the many possibilities 

people have for making adjustments in their diets and with government safety nets for the 

poor, it is easy to cope with such variation. In 1983, drought reduced the U.S. corn crop 

over 50 percent. It was barely noticed by those outv'de the farm community even though 

corn prices rose dramatically. Australia, a major wheat producer, lost over half its wheat 
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crop that same year in its worst drought in this century. In response Australia bought wheat 

on the world market to meet its commercial export and food aid commitments, and bore 

the kurden of this adjustment in a rather pragmatic fashion. 

In contrast, in Africa, because of the importance of food in employment and 

household expenditures, instabilities in production wreak havoc in national economic life 

and in individual lives. Populations in areas hardest hit by the shortages migrate, burdening 

other regions and causing the loss of capital resources. Terms of trade are drastically 

altered; wealthy herdsmen become impoverished. Employment shrinks, demand for non

food goods falls and tie formal economy is increasingly circumvented by informal exchanges. 

Even in years when national food production is normal, large numbers of Africans can be 

affected by regional variations. 

To end hunger in Africa requires increased productivity, reduced market instabilities, 

redistribution of access to work or other social bases for gaining exchange rights to food, 

and institutions which will sustain such changes. The specific uses of food aid must be 

designed around a recognition of these central elements in each country's food system and 

must anticipate the changing needs of the food system with respect to satisfactory 

performance of these features. 

Desiderata for food aid to be constructive in Africa require planning and formal 

commitments. In planning how much food aid Africa could absorb without disincentive 

effects, a conservative approach would be to examine the average level of commercial 

imports in the 1980s. While it may be inappropriate to a.sume that all additional food aid 

could substitute for commercial imports that, thanks to a growing debt burden, are not 
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affordable, past imports requiring foreign exchange are a good indicator of economic 

demand and hence absorptive capacity available without displacing local production. 

Market and political factors make it implausible that fox I could actually substitute 

completely. Nevertheless, past consumption levels, assuming a static equilibrium expansion 

between domestic production of food and domestic demand, give a rough "shadow" estimate 

of how much food aid can be absorbed. 

A National Academy of Sciences workshop projected that world food aid needed for 

stabilization in LDCs by 2000 would be 29-37 million tons--roughly triple current levels. For 

Africa about half or more of projected import increases may r.quire some aid to finance 

them. For food deficit countries where reform measures are moving in directions urged by 

the U.S. and the World Bank, such an increase in callable food guarantees would be 

especially deserved, particularly as a countercyclical way to balance food needs and prevent 

shortages. For African countries all food aid could increase by $500 million per year, I 

believe, without violating the spirit of usual marketing requirements set to protect 

-ommerdal interests. 

Successful food aid requires multi-year commitments. Each country's use would work 

best if the agreement regdating the aid allowed the resource flow to change from year to 

year in size, type of food commodity and even between food and cash. For example, if 

Guinea or Madagascar were to have a banner year in rice production, then a switch to allow 

a donor to send them less rice and some wheat or cash might be appropriate as a reward 

for their "success." 
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A high priority for food aid should be as a resource for improving African states' 

food markets. Past U.S. rules and practices regarding food aid made this priority difficult 

to accomplish. Fir.'t. !he interagency working group has usually had inadequate information 

about failures in food policy and insufficient leverage or assurance of covering risks in policy 

change to nurture market improvement. The effort to use food aid in support of a grain 

market restructuring in Mali is the major exception, and that effort was set back by the 

1984-85 dropout. 

In many African recipients, unfortunately, policy reforms to improve the food system 

have been lacking or reluctantly made. Reluctancc¢ to move toward greater reliance on 

small farmer incentives and private market transactions coupled with fewer food subsidies 

and trade restrictions results from a legacy of socialist ideology, colonial-period market 

controls, efforts to restrict pariah entrepreneurs and a demand that the state assure food 

security to key political groups. This analysis leads to the second major conclusion: food 

aid must address policy reform. 

A third priority is that food aid should be provided so as to maximize its economic 

gain in the transaction. A classic trade-off exists between the two economic desiderata of 

efficiency (i.e., minimizing costs per unit) and effectiveness (i.e., getting the job done). This 

trade-off is especially germane to food aid. To be effective in stabilizing food supplies and 

expanding access of the hungry to food without creating disincentives, the amount and type 

of food aid provided needs to vary from season to season. This requires more 

administrative oversight than sending a fixed amount annually. It is hard, therefore, to 

minimize costs and still meet such needs effectively. If world food prices should be high 
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when needs increase, then donor budget costs must grow or effectiveness is lost as the 

volume of food shrinks, failing to prevent destabilizing price rises in a recipient's food 

system, new drains on foreign exchange, and the growth of hunger in the population. 

From the point of view of effectiveness in getting caloric supplies to the most hungry 

and generating resources for development, a country (and the "right" people within it) must 

receive the right amount of the right kind(s) of commodity, at the right time. When this 

happens, however, the purchase costs, transport costs and storage costs may all be higher 

than under a plan to deliver food at the cheapest possible cost per ton. Since saving money 

and saving lives are both worthwhile goals, solutions seeking to minimize cc..ts and 

maximizing benefits are needed. While no general formula is workable, there are ways to 

strike a balance. In light of the changing food situations in Niger in 1984-87, for example, 

more cost minimizing/benefit maximizing strategies could have been adopted by donors. 

In 1985-86 grain production in Niger doubled. By 1987 storage was at full capacity just a 

year or so after many perple in Niger were facing starvation. Rather than continuing to 

supply sorghum or other grains when the country was stuffed with millet, donors could have 

switched commodities. Milk, for instance, was in short supply after herds were depleted. 

The principle illustrated here is that food aid should help stabilize grain and overall food 

supplies in each case. 

The rationale for allocating food aid ultimately requires that benefit exceed costs for 

both donors and recipients. Beyond this, one begins to look for improved benefit/cost ratios 

for donors and recipients in situations where different food aid levels may result in greater 

benefits for one but greater costs for the other. This search need not be a zero-sum 
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situation, i.e., where any gain to one is a loss, however minor, to the other. Hence, 

improvements in the cost/benefit ratios of both donors and recipients can be sought 

together. Although "optimal" outcomes for donors and recipients simultaneously are 

unlikely, there are likely to be choices, especially when surpluses exist in donor states, such 

that greater food aid improves relative benefits for both. 

The costs of U.S. food aid have historically been less than those nominally stated. 

This is true for surplus holding donors since the export of food reduces downward pressure 

on domestic prices and creates a savings in the Agriculture Department's expenditures for 

commodity programs. Of course, trade liberalization, including reducing subsidies, and the 

greater use of supply management could also reduce the level of surpluses and the 

Treasury's "savings" from food aid. Indeed, if food aid carried no benefits, these other 

approaches would be more cost effective. Food aid, however, is beneficial. The best way 

to price the benefit food aid brings is to use the "shadow" price of the equivalent food on 

the local market, that is to calculate what the food would sell for in the African recipient 

in the absence of any government regulation which artificially lowers (or occasionally raises) 

prices. When the PLA80 legislation requires counterpart funds, this approach should be 

used. In comparing alternative commodities to be used as food aid, the way to optimize the 

value of the transfer is clearly to choose that mix of commodities that can be obtained at 

the same cost in the U.S. bat yield the highest local sales possibilities in the recipient, thus 

reflecting relative demand.2 

Cooking oil rather than grain may be the key commodity on occasion, for example. 

Market distortions might make this judgment difficult, but local economists, perhaps working 
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with host government and otLe:r donor officials, should be able to reach judgments on this 

issue fairly easily every three to six months. The simple point is that donors should provide 

the food commodity that yields the highest benefit in sales terms in the recipient relative 

to the procurement costs. This is true whether the food is to be sold, to be "exchanged" or 

to be used directly in projects and nW marketed. Of course, marketing food, except for 

emergency cases, is the most efficient way to provide it, and one most in keeping with 

expanding food marketing channels. PL480 legislation should reflect this by making 

monetization of all food aid the norm and direct use of imported food aid in feeding people 

the exception to be used for emergencies and other special situations. 

A further point is the taxation benefit to African states of the revenues from food 

sales. Selling food aid openly, into areas with effective demand, can amount to cheap, 

efficient and progressive taxation. True, in extreme cases, it has been suggested that food 

aid might act as a "drug," encouraging governments to become increasingly reliant upon it 

either as a way to cover large deficits in a food subsidy program (as in Egypt) or as a source 

of important revenue which might better be raised through a more egalitarian and efficient 

taxation system. Bangladesh, for example, depended at one time for a large proportion of 

its budget on food aid. In the mid-1970s revenues from food aid sales were equal to 75 

percent of government development expenditures. Instead of developing a more efficient 

and effective taxation system, Bangladesh, some argue, was allowed to develop a dependency 

on earnings derived from its food sales, earnings which would disappear if either domestic 

or commercially imported food were used in its ration shop sales instead of food aid. 

Further, there have arisen politically important groups that have a stake in the food shop 
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system being continued. Thus, it will be important for African states to use revenues from 

food aid to assist agricultural development and not principally to run food subsidy programs. 

A streamlined PL480 bill could reaffirm the US's priority for such self-help targeting. 

Donor coordination is another widely agreed upon requirement of a reformed food 

aid regime. Numerous studies by the World Bank, the European Economic Community and 

the International Food Policy Research Institute have concluded this. The multiplicity of 

projects, especially in small countries like Lesotho and Burkina Faso have been noted as 

creating unproductive burdens on governments, not to mention the cost of dealing with 

project design, review and evaluation experts from fifteen or twenty donor agencies. 

Perhaps even more important for food aid is the prospect that failure to coordinate aid may 

(1) waste resources in clogged transport routes, warehouse spoilage, demurrage charges and 

(2) allow procyclical arrivals of food, especially egregious if duplicative rather than 

complementary commodities arrive as food needs decline. 

With -dheestablishment of food donors who were not food exporters in the 1970s and 

the decline in efficiency of food aid as a surplus disposal mechanism for exporters, the 

surplus disposal rationale was attenuated. Furthermore, a new rationale had arisen. 

Counaies such as Mal, Kenya and Zimbabwe, clearly too poor to be significant donors, 

could improve their own economies if they became occasional suppliers of food aid paid for 

by richer countries such as Japan )r Germany. Such "triangular" aid can be extremely 

helpful. First it provides cash to a poor country to secure food, second it strengthens 

region, markets, and third it delivers food to a country in need. Expanding food aid from 

such donors would promote regional trade, reduce transport costs, and stimulate 
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development. "Triangular" supply arrangements, in which neither the food donor nor 

recipient is the source of supply, have been encouraged by international groups such as the 

World Food Program; moreover, the U.S. could benefit directly or indirectly as more surplus 

food (from the U.S. or not) moved into trade channels. Even the United States, the premier 

food-supplying nation, has entered into triangular supply arrangements, shipping wheat to 

Zimbabwe so as to supply white maize to Zambia as food aid. 

A last point of agreement among experts is that food aid should be given away as 

little as possible. Welfare may be temporarily an unfashionable term, but the fact is that 

the welfare of Africans is low, and the world's rich have an obligation in an interdependent 

world to assist Africa. Furthermore, it is in the long term interest of the U.S. and other rich 

countries to do this. Welfare, however, does not and should not mean free food 

distribution. Free food can disrupt voluntary rural work efforts, create dependencies among 

nomadic populations as in Mauritania and northern Kenya, and become device fora 

manipulating populations by the agency charged with the free distribution. Famines are the 

only real situation in which free distribution is justified. Famine prevention, of course, is 

a goal of reform in food aid. Thus, a major effort should be made to create rural work 

projects in areas of greatest nutritional vulnerability, not necessarily using food, but having 

the possibility of adding food as an input. These projects could then be expanded at times 

of regional or national crop shortfalls and food from overseas, if appropriate economically, 

could be used. Food could be part of the work project's compensation program, eithcr as 

a partial wage payment or through closed-loop sales to "beneficiaries" in the project. This 

would expand total food supply to an area suffering an economic downturn and/or food 
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shortfall that threatens the populace's basic food security. Monetization of all food aid as 

the "normal"procedure, as mentioned earlier, should be part of the reform measures in the 

1990 legislation. 

In conclusion, then, there has developed around food aid since the 1950s a set of 

widely shared norms for its appropriate use, taking into account its ramifications in the food 

system and economy of the recipient country. Such norms, discussed above as priorities in 

Africa, are shaped by a consensus on what has been learned from experience with food aid 

impacts. Reform of U.S. food aid should respond to the lessons of these norms. First, 

because food aid is a substitute or an addition to domestic production, policies affecting 

investment and efficiency in food production are highly pertinent to whether food aid can 

avoid disincentive effects; this in turn affects its future need--food production policies must 

be linked to food aid. Second, macro economic and food price policies affecting incentives 

are important in the allocation ot food aid since food aid can reinforce or undercut 

government policies in these areas. Third, food subsidies either targeted or general and 

their cost effectiveness are a key factor in the actual impact food aid will have. Finally, 

information on nutrition and health related issues provide a basis for the justification and 

selection of commodities provided as food aid. 

II. PRESCRIPTIONS: TARGETING FOOD AID TO ADDRESS FOOD 
INSECURITY, ENVIRONMENTAL AND AGRICULTURAL 

PRODUCTION PROBLEMS 

In light of the changed world situation and our increased knowledge of effective food 

aid policy analysis, the United States should adopt the reform suggested above. Having 

established the initial principles and rules under which food aid became an institutionalized 
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regime in international trade3 , the U.S. is now in a position to provide new leadership in 

the international community. How? By legislation that shifts priority to needs, targeting 

resources into areas where the use of food is most appropriate and most efficient in 

promoting development that will reduce need, and setting an example in its own behavior 

so that food becomes delinked from agricultural subsidy and protection policies. This would 

enhance the U.S. position in the Uruguay round of GAIT trade negotiations over 

agriculture, especially if the U.S. had a position on "bona fide" food aid common to other 

donors--i.e. grant not loan aid. This would also allow aid to be managed in a way that 

would be more likely to induce policy cooruination and increased food provision by other 

industrial countries who, unlike the United States, are not food or agricultural exporters. 

To achieve this goal, five stps would be appropriate. These steps are: (1) 

establishing food needs as the principal allocation priority for food aid; (2) establishing 

modalities whereby needed tonnages of food aid, particularly for the most stressed 

populations and locales, currently heavily in Africa, would be protected from price 

fluctuations; (3) streamlining food aid to make it a fully grant program and one related to 

prospects for debt forgiveness (this is particularly important in countries where such a step 

is appropriate in support of economic policies to stimulate development and cushion 

economic sacrifices required to enhance domestic investment and frugality); (4) enhancing 

policy coordination and co-,financing among donors, and (5) eliminating earmarking except 

for projects that attack fundamental problems leading to food insecurity, including high 

population growth, deteriorating soil and forested land and the waste of harvested grain (as 

consistent with the Hamilton Task force recommendations). 
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These prescriptions may more precisely be put forward as reforms to the existing 

PL480 legislation and implementation. The aim is to establish changes not only in U.S. 

procedures and rules, but throughout the international regime. The flirs proposed change, 

giving priority in allocations of food aid to countries desperately short in domestic 

production and without adequate economic purchasing power in the world market, has an 

intuitive sensibility. After all, these countries in which the need for food is undeniably large, 

while the commercial import option to achieve food security is blocked by national poverty 

and growing debt. These countries need to import food under any circumstances. The 

important thing is that the food should come in a reliable and responsive way to their needs 

which vary from year to year. This requires that other priorities, particularly diplomatic, 

commercial and bureaucratic ones, do not force the misappropriation of food for less 

efficient uses. Furthermore, inertia, built-in to the aid system through the older, multiple 

purpose, annual authorization view of food aid can prevent quick responses to changes in 

the level of need--or type of commodity. 

Food aid regulations should be formulated in a way that stabilizes poor countries' per 

capita food supplies, while at the same time meeting one of the newer norms of food aid 

provision, as stipulated in the Bellman Amendment of 1979, namely to prevent harm to 

local markets and producers. Following this scenario the top 10 countries for U.S. food aid 

would not include India, Egypt, Pakistan, Philippines, El Salvador, the Dominican Republic, 

and Morocco, states where the U.S. is the dominant provider. Rather, the allocation of 

funds would be substantially redirected towards countries with high rates of environmental 

threat, malnutrition and high population growth such as Ethiopia, Mozambique, Sudan, 
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Bangladesh, and a number of other smaller African states. Rewriting Section 2 of PL480 

to meet the needs priority might look like the following: 

Sec. 2. 	 The Congress hereby declares it to be the policy of the United States 
to enhance food security in developing countries and to encourage
international trade based on the use of food aid funds to combat 
hunger and malnutrition and to encourage economic development,
especially ;.a local food and agricultural production. In furnishing food 
aid under this Act, the Pre.ident shall
(1) give priority consideration, in helping to meet urgent food needs 
abroad, to making available the maximum feasible volume of food 
commodities (with appropriate regard to domestic price and supply
situations) required by those countries most seriously affected by food 
shortages and by inability to meet immediate food requirements on a 
normal commercial basis. 

A second recommendation is to provide stability in food resources targeted to the 

needy countries and peoples, especially for extremely vulnerable states in Africa, since price 

fluctuations pose a special problem for food security and are likely to be substantial in the 

1990s. The 	 creation of a special earmarked, no-year account for Africa, similar to 

subminimums already used in the Title II legislation, could guarantee greater security for 

the special needs in Africa. An African subminimum, added to the existing minimum 

tonnage requirements, would guarantee food for Africa and reduce the prospect that people 

in the world's poorest countries will have to disproportionately share the costs of instability 

in world food makets in the 1990s. With appropriate links to policy in recipients, this 

subminimum need not have a disincentive effect. 

The thrd recommendation is to redraft the authorizing legislation so that AID may 

administer an entirely grant program dedicated to development. Title I/IIn would be moved 

to a separate legislation for use by USDA, the State Department and other agencies, 

including AID, and would serve the purposes of subsidized food exports from the U.S. 
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government, including market development. Roughly, a billion dollars of grant funds per 

year tied to food costs is a reasonable target. The separately legislated export promotion 

and diplomatic program would receive PLA80 reflows plus other funds sought by USDA for 

assuring U.S. commercial market shares. This separation of programs would provide a 

double bargaining asset in the GATT negotiations. The grant food aid program would send 

aid to those countries where food can be a valuable resource in attacking the particular 

problems associated with food insecurity and hunger. The export program could be a more 

direct counter to other countries' agriculture subsidies. Detailed prescriptions in PL480 

currently should be eliminated both for the transformed Title I (e.g. Sections 101 and 108 

should be dropped) and for the expanded grant progra,,;i (e.g. make Section 206 more 

flexible and targeted for food security objectives). Uses of local currency should be given 

high priority for attacking pressures on arable land and the rapid environmental 

deterioration in many countries. Irrigation, reforestation, research on production and other 

national and international collective benefits should be central to projects supported by food 

aid, either under Section 201 or 206. 

Foughb in rewriting the legislation, Congress should provide incentives for other 

countries to coordinate and cooperate wih the United States in overseas undcrakings using 

food aid. Needs forecasted in a 1988 National Academy of Sciences workshop indicated 

that stabilizing national supplies in developing states reqv-red a doubling or tripling of the 

aid currently available. Reform of the U.S. program should encourage other donors, who 

are not exporters, such as Japan, to view more positively the leadership and collaboration 

of the United Sta.es and make it easier for them to utilize U.S. farm commodities in their 
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food aid programs. Reforms away from using aid as a trade subsidy should put the United 

States in a much stronger posture vis-a-vis our own preference for a liberal trading order. 

If the U.S. adopted the first recommendation--a need approach, it could negotiate with other 

donors to match or exceed the U.S. in contributions. Other donors' grants should grow 

substantially, as they once did from 1968-78. This recommendation would strengthen the 

current Section 205 of PLA80. Otherwise, in the Uruguay Round of trade negotiations, the 

U.S. will have to defend our call for reduction of barriers against the allegation of 

inconsistencies in the U.S.'s own program via Title I programs used for "unfair" market 

competition as measured by free trade principles. 

A ffth reform is to reduce radically earmarking a:..,t ,he requirement for "double" 

counting of food transfers. Earmarks for use of local sales receipts are cumbersome and 

inefficient. Their purpose might appropriately be maintained in the legislation much in the 

manner of the Bellman Amendment. This requirement, that the Secretary of Agriculture 

affirm that any food aid provided will Dot adversely affect local production or 

national/international marketing, could be a mcdel for any other Congressional constraints. 

For example, Congress might require food aid be targeted to alleviate food insecurity 

without legislating specific modalities, which can ,'hange. Another "amendment" could 

require that priority be given environmental concern~s such as improved and more efficient 

agricultural techniques. If food aid allowed recipients to exploit less heavily the marginal 

soils of Africa and to protect the environment more generally, its allocation would be given 

high priority among the projects financed by the U.S. Furthermore, such uses would be 

especially attractive for co-financing with other countries, possibly under the aegis of the 
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World Bank which already is encouraging such steps. Particular projects, such az foOd-for

work programs, might be supported by food from the U.S. and food and cash from other 

donors. Currently, projects developed using food aid are widely scattered geographically and 

functionally; they are seldom integrated into national food needs or linked to food 

production and distribution of the recipient country. This is especially true in mother-child 

health clinics and institutional feeding, though this type of project could be adapted to a 

food/population/environment policy context. A U.S. priority for food security would be 

evidence of U.S. leadership among the economically sophisticated members in the aid 

community and could be more successfully monitored in Congressional oversight. 

The United States remains the world's largest exporter of grains, the largest provider 

of food assistance, and the most complex policy implementator. Detailed legislative 

requirements, however, often create undesirable constraints and complex configurations for 

policy implementation. They can even create disincentives within the bureaucracy to 

accomplish tasks. As such they are often a source of amusement and scorn among political 

scientists. Although Congress hl ; often been successful in earmarking specific projects or 

in initiating higher standards for environment and industrial performance, its efforts have 

inconsistent effects. Rather than streamlined, efficient management resulting, often the 

more complications that have been built into legislation, as in the Title III case, for example, 

the more the results have yielded the net opposite than intended. 

IV. CONCLUSION 

The United States and the other donors do not provide adequate food aid to attack 

successfully food shortages in poor states. The world's most food insecure states remain 
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extremely vulnerable. Furthermore, what food aid is provided is not allocated in relative 

proportion to needs. While many highly food insecure states often suffer from declining 

agricultural productivity, increasing deforestation and igh population growth rates, they are 

given relatively lower priority in practice. In fact among the top twenty recipient states of 

U.S. food aid there is a negative relation between degrees of need and per capita supply! 

Even in a country like El Salvador, which has rapid deforestation, generous U.S. programs 

have largely ignored production and environment problems. This is equally true in Africa 

where much aid has bee "dumped" under the guise of emergency feeding, i.e. free food. An 

overwhelming case can be made for changing regime practices, especially those of the U.S., 

towards targeting food to food insecurc states and tying it to appropriate food production 

and environmental goals. Currently food aid provided to the most needy countries comes 

disproportionately from other countries than the United States. Thus, the U.S. has fallen 

behind in taking leadership to address global environmental and agricultural production 

needs to alleviate emergencies. Potentially explosive situations are developing in the highly 

concentrated urban populations emerging in the Third World. Cognizance of this danger 

is required. Otherwise urban based political pressure will accelerate the mining of the 

earth's soils in the next decade in these poor states. 

The criticisms just reviewed have given rise to an evolutionary change in the world's 

food aid regime. Initially food aid was to come from donors' surpluses, to add to total 

trade, to be provided on an annual ad ho basis, and used to promote commercial trade or 

to address emergency humanitarian needs. The new formula, reflecting principles of market 

efficiency and development gains rather than exceptionalism and diplomatic gains, are that 
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food aid should (1) be supplied most efficiently, (2) be a substitute for a recipient's food 

imports, (3) be given under longer term commitments, and (40 provide development 

investments for recipients. 

Each of these four principles would be incorporated in future U.S. legislation, 

changing the remaining elements of the older ones still embodied in the original legislation. 

In some cases, as with other established U.S. programs, although new principles have been 

openly advocated by food aid specialists, based on expert consensus, such ideas are not well 

received by national government budgetary authorities, diplomats, or commodity interests. 

The recommendations for the PL480 component in the farm bill which will be under 

discussion in 1989-90 derive from these new principles. The key recommendation is that 

food aid should go to poor countries most in need of food imports to meet nutrition 

deficiencies. Such need should become the principal priority of food aid. Food aid should 

attack the very conditions and causes that justify its existence. Its aims, therefore, would be: 

(1) the need to improve agricultural production through practices that do not threaten the 

environment and which take advantage of the latest technology; (2) the support of regional, 

national and international markets to smooth out instabilities in domestic food supply and 

reduce the need for grant food imports in the longer term, and (3) the design of flexible, 

environmentally targeted interventions, perhaps using cash-for-work from food sales 

proceeds, in which donors such as the United States and Japan would provide co-financing. 

With such an emphasis, I believe, the prospect for co-financing with other donors who 

could provide both cash and food inputs to longer term efforts seems promising. The World 

Bank has begun efforts to initiate a framework for such cooperation. Significant aid donors 
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that are not food exporters, such as Germany and Japan, have exhibited a willingness to 

associate their financing when such efforts are not competitive with their own domestic 

industries. 

The broad proposal outlined above is for reform of the international food aid regime. 

The United States, as its principal founder and major contributor (both to its substance and 

its rules) is well placed to assert leadership in attacking food insecurity. New knowledge 

about world food needs and effective uses of food aid provide a basis for regime reform. 

Leadership in this realm, taking advantage of the developed world's rich agriculture 

productivity and surplus capability, along with a concern for efficient world agricultural 

production, calls for powerful states among donors of food aid to direct their use of food 

aid more centrally toward the goals of protecting people and protecting our environment. 
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Chapter 19
 

Alleviating Hunger While Building Markets
 

John W. Mellor
 

This paper has three objectives: 

*to review the relationship between agricultural growth, overall economic growth, per capita
incomes, and commercial exports

* to point to the great potentials which lie ahead in the 1990s, and to discuss why these 
potentials are grossly under-recognized

* 	to lay out an action plan to eliminate hunger and build commercial markets 
simultaneously over a 20-year period 

Export Markets Depend on Third World Agricultural Growth 

With respect to commercial cereal export markets, developing countries are the only 

remaining growth market. 

In the developed countries we see continued increases in agricultural output by about 

2% a year. That is because we have institutionalized the seed varieties, chemicals and 

production methods that increase agricultural productivity. Thus, inevitably, supply moves 

ahead of demand and either exportable surpluses are generated, storage stocks are 

increased, or resources have to be withdrawn from agriculture at an uncomfortably rapid 

pace. 

These processes now are beginning to occur in the Soviet Union. So far, their 

demand for cereals has been growing rapidly, particularly due to a rapid growth in livestock 

consumption that has moved ahead of the moderate pace of agricultural production growth-
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a pace which has been faster than that of western Europe. Eventually, demand growth will 

slow. At that point, the Soviet Union will move towards self-sufficiency and the United 

States will lose this export market. 

In developed countries like the United States, incomes have been raised to the point 

at which people do not wish to consume significantly more food even when their incomes 

rise. In the developing countries of the world, incomes are so low that as incomes grow 

food demand increases rapidly and continues to do so for many decades. It is possible to 

raise incomes and hence food consumption of people in developing countries so rapidly that, 

when combined with rapid population growth, food demand will outstrip even the most 

rapid rates of food production growth that are possible. That will create substantial 

commercial markets if the capacity to pay for those food imports is created. 

There are four key points to keep in mind with respect to incGme growth and the 

eventual creation of commercial markets: 

* The mass of the people in developing countries live in rural areas. 
* If agricultural growth can be accelerated in the rural areas where all these people are 

located, it will increase both employment and incomes, as well as output from the 
rural sector. 

* Agricultural growth is the best way to incorporate this mass of rural people into the 
development process. The cost of moving rural people into nonagricultural jobs in 
the major metropolitan centers is too high. Countries that have tried have ended up
with unequal income distributions and relatively slow growth.

* The United States will not be able to capture all of these third world export markets. 
Developing countries will generate exportable surpluses in some agriculture 
commodities, while at the same time importing others. The imports will be much 
greater than the exports. If the United States concentrates on eliminating the export
competition, the growth processes which bring about the import potentials may be 
lost. 

There are exceptions to the generalization that agricultural growth must be the basis 

on which the overall growth occurs. The two key exceptions are Hong Kong and Singapore. 
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They are both city-states which lack a major agricultural sector. That is not characteristic 

of developing countries generally. The third exception isSouth Korea, which first developed 

its industrial sector and then that pulled the agricultural sector along. However, South 

Korea was peculiar in two respects. Most important was that the extremely large quantities 

of capital needed to move the industrial sector without support from agriculture were 

provided by massive capital imports. Those capital imports were way beyond what could 

be sustained in most developing countries. Second, South Korea had preferred access to 

the largest and most rapidly growing industrial market in the world--the United States. 

Economic Growth Potential is High in the 1990s 

The 1960s and 1970s constituted a period of rapid economic growth in developing 

countries. The growth rates slowed to a crawl and almost stopped towards the middle of 

the 1980s. Even in the latter part of the 1980s only a few Asian countries had returned to 

the rapid growth of the 1960s and 1970s. Two points must be kept in mind in assessing the 

potential markets for the 1990s: 

* It is not surprising that economic growth slowed in the 1980s. The oil shocks, the rapid 
inflation that was associated with the United States' participation in the Vietnam 
War, and a number of related factors resulted in major structural distortions 
throughout the global economy in the 1980s. In order to bring those distortions 
under control and create a favorable basis for eventual return to growth, the growth 
processes themselves slowed to a halt in the 1980s. A rapid cessation of monetary 
growth in the United States, the debt crisis and attempts to get that under control, 
and other forces slowed the growth process. 

* The basic engine of growth is not foreign trade, but the development of human resources. 
A productive labor force combined with effective institutions allows technological 
change and productivity growth to proceed. The processes of human resource 
formation were proceeding rapidly through the 1980s throughout the developing 
world, even in Africa where the actual growth rate was so disastrously low. A much 
larger stock of human resources provides the basis for faster growth in the 1990s than 
was possible in the 1960s and 1970s. 
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Elimination cif the distortions of the 1980s--and the growth in the stock of human 

resources and the institutional structures to utilize it--offer a favorable prospect for the 

1990s. 

Food Aid Plus Economic Growth Can Alleviate Hunger 

One way to alleviate hunger is to use large quantities of food in the short run, and 

also stimulate economic growth which would allow for a rapid growth of commercial 

markets in the long run. 

Who Are the Poor and Hungry? 

The first questions that must be raised when talking about alleviating hunger through 

economic development and creating commercial markets are who are the poor and hungry, 

where are they located, and how many of them are there. 

By the usual definition of absolute poverty at the level of severe caloric deprivation, 

there are about 700 million people below that miserably low poverty line. A somewhat 

more reasonable poverty line indicates there are about one billion people who are hungry 

and poor. 

These people are located largely in rural areas. Ninety percent of the hungry poor 

in Africa are in rural areas as are 80% in Asia. Even in Latin America, which is very 

urbanized, 60% of the hungry poor are in rural areas. 

Most striking about the hungry poor is that a substantial proportion of them--about 

250 million--are located in rural areas that have a high potential for agricultural growth. 

These areas have been productive enough to support a large but very poor population. 

Rapid population growth has occurred in these areas precisely because they are productive. 
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Because they are productive, they offer potential for the application of new high-yielding 

varieties that can raise incomes and food supplies, and lift the hungry poor out of their 

extreme poverty. 

Innovations and Infrastructure are Catalysts for Growth 

What needs to be done to avail of these opportunities? There are two key elements: 

* technological innovations that allow an increase in productivity, particularly in yields per 
acre of the scarce, valuable, highly productive land 

* infrastructure that allows those commercially viable technological innovations to move out 
over the whole rural area 

Studies of infrastructure show that rural areas that do not have access to all-weather 

roads and the institutional structures that go along with them are left out of the 

development process. 

The cost of providing accessible roads to all rural people in developing countries is 

about $300 billion. The distribution lines for rural electrification and rural telephones would 

add some 10% to that cost, for a total of less than $350 billion. 

Two caveats need to be kept in mind if this figure seems overwhelming: 

* 	Somewhere between 15% and 40% of the cost of building that infrastructure is 
represented by the food consumed by the peopie building it; labor-intensive processes 
are the most appropriate ones for producing this infrastructure. Large food surpluses
could be used for this purpose, providirg the goods upon which the incomes of 
laborers building that infrastructure could be spent.

* If infrastructure along with ancillary improvements were provided over a 20-year period,
it would amount to about $15 billion per year. 

The program to eliminate hunger described above could be described as a 20-20-20 

program. Twenty billion dollars a year to pay for infrastructure, 20 million tons of food aid 

a year to provide the food for that labor force, and a 20-year period. The 20-year period 
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should be seen as combining 5 years for building up the capacity for the program, 10 years 

of steady activity, and 5 years of gradual decline in program activity. 

The cost of such an effort could be shared with developing countries. Perhaps they 

could pick up half of it. The costs, of course, are immense. The $20 billion is equal to a 

little more than half of the total of current annual foreign assistance from developed to 

developing countries. The food aid involved would be three times the present food aid 

level. Thus seriousness of purpose and resolve would be required in order to build the rural 

institutional structures for such a massive effort. 

Now is the time for such an effort. It would not have been possible 20 years ago 

because many other factors besides building the basic infrastructure were necessary, but not 

available. For example, all the vital institutions of technological change hardly existed 20 

years ago. Now, most of those are being provided at somewhere near an appropriate scale. 

Again, now is the time to put on the massive push for the infrastructure. 

The United States Can Do Well While Doing Good 

If the United States is serious about alleviating hunger through economic 

development and growth and creating commercial markets in the long run, three critical 

needs have to be met: 

* Foreign assistance must be substantially increased and focused on the countries where the 
bulk of the poorest people are located.

* Foreign assistance must have a major food cornponent. 
* Developing countries must recognize the need for adequate food supplies for their people 

and plan to give greater emphasis to agriculture, rural development, and 
employment. 

The risk that programs may be discontinued must be reduced by effective food 

security programs. These programs include putti. g food aid on a more stable basis and 
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reinvigorating the now more or less moribund International Monetary Fund cereal facility 

which provides loans to developing countries to meet their critical food imports in times of 

scarcity. 

It must be recognized that a substantial amount of the commercial demand for 

cereals imports will come on the livestock feed side and not the human food side. At the 

same time that the potential market is tapped for vast quantities of livestock feed, the 

livestock industry in developing countries can provide a tremendous increase in employment 

and hence demand for food for direct consumption. If it is to prosper, the livestock industry 

needs substantial technical assistance in production, storage, transportation, and other 

aspects of marketing. Technical assistance to the livestock industry should form a major 

part of a foreign assistance program. 

Thus there is great opportunity for U.S. agriculture to do well while doing good. To 

do so in this complex world requires understanding complex processes and effective policies 

that will work to alleviate hunger and create markets. 
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Chapter 20
 

DOES FOOD AID HAVE A FUTURE?
 

Vernon W. Ruttan*
 

The easing of the cold war has undercut the strength of one of the major 

justifications that has been used to support foreign economic assistance in the past. 

Economic and security assistance to poor countries has declined since the mid-1980s along 

with the decline in tension between the United States and the USSR. Unlike other 

assistance programs, however, changes in the level of U.S. commodity stocks have been a 

stronger determinant in the level of change in food aid levels than tensions between the U.S. 

and the USSR. Fluctuations in food aid have varied directly with the level of U.S. surplus 

stocks and inversely with the strength of commercial exports. 

The future of U.S. food aid is uncertain. Even so, there is a potential for a 

constructive role for food aid in this evolving world setting if used to relieve the stress on 

domestic markets of countries attempting to implement economic and agricultural policy 

reforms; to meet the emerging needs of countries caught up in the trauma of natural 

disaster of the breakdown of poiitical order; or to support development efforts designed to 

remove chronic food scarcity. Unfortunately, the self-interests of the several food aid 

constituencies have diverted food aid toward less defensible objectives. Even a cursory 

glance at the list of countries that have been major recipients of food aid suggests that 

*The author is indebted to Donald Ferguson of the U.S. Department of Agriculture 
and to Jon O'Rourke of the U.S. Agency for International Development for comments on 
an earlier draft of the chapter. 
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strategic objectives have carried a heavy weight relative to development or humanitarian 

objectives (Figure 20.1). 

Interests and Clients 

Support "r food aid has moved through three. phases.' In the 1950s and into the 

mid-1960s, major support came from the agricultural con:;tituencies and their Congressional 

patrons. The 1950s and 1960s were years of large U.S. grain stocks. From the 1950s into 

the 1970s Senator Hubert H. Humphrey (D-MN) lead the Congressional effort to initiate 

and expand "food aid". Indeed, it is difficult to write a history of food aid without it 

becoming a biography of Hubert Humphrey (Chapter 1). 

During the 1960s and 1970s when food aid was being heavily oriented toward political 

and security objectives, the administration itself became a major constituency for food aid. 

food, for example, provided large financial support for Vietnam activities. It was during this 

time also that Israel and Egypt became large recipients of food aid. 

During the late 1970s, the humanitarian assistance constituency, operating through 

the private voluntary organizations, had become a strong constituency for food aid. The use 

of food aid as an instrument of development has, from the beginning, received strong 

rhetorical support. But it has never been able to generate substantial constituency support. 

Since 1980 fur.ding for the promotion of agricultural exports through subsidies has 

increased substantially, but principally through programs other than PL-480. As a result, 

those interested in market development and trade expansion have shifted much of their 

attention from food aid to other export enhancement programs. 
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The interest groups discussed in this section include the four major clients of the PL

480 program--the farm commodity groups that benefit from market development, the 

agribusiness firms who handle the commodities, the maritime interests that are involved in 

the overseas shipment of farm commodities and the private voluntary organizations and 

cooperatives involved in the distribution of Title II commodities. 

Farm Groups 

During its initial years, the general farm organizations were strong supporters of food 

aid. The initial proposals for the sale of agricultural commodities for foreign currencies was 

first promoted at the 1952 American Farm Bureau convention. The interests if the general 

farm organizations in food aid has never strayed far from their concern with surplus 

disposal. This has meant that their interests tended to weaken or even evaporate whenever 

surpluses have become less burdensome. The general farm organizations have, however, 

represented neither consistent or effective support of opposition to food aid since surplus 

stocks began to decline in the late 1960s. 

During the 1970s and 1980s, the commodity organizations have acquired increasing 

political strength relative to the general farm organizations. This has been due, at least in 

part, to the emergence of strong subcommittees organized along commodity lines in the 

House Agriculture Committee. This helped create the symbiotic relationship between 

interest groups and subcommittees that enabled commodity organizations, such as the 

National Corn Growers Association, the National Association of Wheat Growers and the 
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American soybean Growers Association to use their political resources to successfully pursue 

limited but highly focused political agendas. 

The commodity organizations have been both supporters and participants in the 

market development activities supported with PL-480 funding. Except during the period of 

high prices int eh 1970s, they have opposed the use of U.S. foreign assistance resources, 

including projects funded with PL-480 resources, to enhance the production of commodities 

in developing countries that might compete with U.S. produced commodities.2 And they, 

along with the general farm organizations and the voluntary organizations have vigorously 

opposed the use of food aid as a bargaining chip for U.S. political or strategic advantage. 

While typically conservative in their domestic politics, they have seen no inconsistency in 

pressing for sales on concessional terms to either the centrally planned economies or 

countries ruled by right wing authoritarian or totalitarian regimes. 

Agribusiness 

The role of the agribusiness industry in support or in opposition to food aid has been 

difficult to document. Their representatives do not play an active role in House and Senate 

hearings. However, the leading firms in the industry, several of them with headquarters in 

Minnesota, had relatively easy access to Senator Humphrey. Dwayne Andreas, chairman 

of Archer-Daniels-Midland, a major soybean and corn-processing firm and a close friend and 

financial supporter of Humphrey has commented to reporters about his ability to influence 

the regulations governing the administration of the PL-480 program. Representatives of 

Cargill, working through Senator Humphrey, were effective in persuading the Agriculture 
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Department to put surplus government grain up for sale at inland as well as at port 

locations. This helped Cargill offer more for the U.S. grain and still make money because 

of its superior transportation facilities.3 The populist and radical critics have been 

particularly vigorous in criticizing what they have interpreted as "incestuous" relationships 

among the grain trade, the U.S. Department of Agriculture and Congressional interests that 

have supported the use of local currency sales proceeds to support the market development 

objectives of U.S. exporters.' 

The agribusiness sector, however, has generally opposed farm programs that have 

been responsible for surplus accumulation. They have been more favorable to programs 

that partially or fully "delink" commodity prices and payments to farmers. Cargill was, for 

example, particularly active in the mid-1960s and again in the 1980s in proposals to delink 

prices and payments and reduce the role of the government in international trade. The 

agribusiness sector has also supported negotiations, during the several rounds of GATT 

negotiations, for a more "liberal" international trading regime. It seems apparent that the 

agribusiness sector, the grain trade in particular, has been more effective in influencing 

program than policy. 

Maritime interests 

The maritime industry, including related shipping, port and labor organizations, has 

been among the more successful interest groups in bending the food aid program to its own 

advantage. It may have been a historical accident that the"cargo preference" (PL-664) and 

food aid (PL-480) legislation were both enacted in 1954.' But the survival of this youthful 
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liaison has not been an accident. The shipping industry was successful, in the Food Security 

Act of 1985, in forcing an increase in the portion of food aid shipped on U.S. vessels from 

50 to 75 percent. In the summer of 1989 shipping interests were also pressing for a 

provision that wold bring commercial grain shipments, and other bulk commodities funded 

under the AID Economic Support Fund (ESF) budget under the cargo preference 

provisions. 

The maritime industry has been able to maintain and even strengthen the cargo 

preference provisions (in addition to ship building and operating subsidies) over the 

opposition of the USDA, agricultural producers, and the exporters of other bulk 

commodities, as well as the Great Lakes maritime unions. There are several reasons. One 

is that the direct cargo preference subsidy, reflected in higher shipping costs on PL-480 

commodities, is relatively small--running in the $150 million range--in contrast to subsidies 

to agricultural producers running in the $15-25 billion range since the early 1980s. Others 

point to the strength of labor support of cargo preference and to the secondary employment 

benefits in the Congressional jurisdictions represented in the Senate Merchant Marine 

Subcommittee and House Merchant Marine and Fisheries Conmittee. Senator Paul 

Sarbanes (D-Maryland) is a vigorous supporter of cargo preference. The Port of Baltimore 

is in his state. But several members of Congress from the Midwest, who are also strong 

supporters of PL-480, have failed to support the elimination of cargo preference. The flow 

of Political Action Committee (PAC) contributions from the Seafarers International Union, 

the Transport Institute, the Maritime Research and Development Institute, and related 

"front" organizations help explain this seeming contrf4diction. The single interest focus of 
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the maritime interests has apparently given the industry greater leverage on this particular 

issue that of the opponents whose legislative agendas tend to be more diffuse. 

Voluntary organizations 

The participation of the private voluntary organizations in food aid, predates the 

passage of PL-480. Their interests have been represented primarily through the Surplus 

Commodities Policy Committee of the American Council of Voluntary Agencies and the 

Inter-religious Task Force on U.S. Food Policy (now Interfaith Action for Economic Justice). 

From the Marshall Plan era to the present, the most active agencies have been CARE, 

Catholic Relief, Lutheran World Relief, Church World Services, and the American Jewish 

Joint Distribution Committee.6 

The commitment to broad humanitarian objectives on the part of the voluntary 

agencies has lead to continuing tension with the government agencies responsible for food 

aid. The agencies with the strongest humanitarian commitments tend to view governments 

as the source of unfortunate barriers to richer and more productive relationships among 

peoples. From the point of view of the voluntary agencies the primary objective of foreign 

aid should be the elimination of hunger, disease, and injustice. They view the use of food 

aid in the interest of political or strategic advantage as subversive of the basic humanitarian 

impulse of a society based on moral purpose. 

There has, however, been considerable stress within the PVO community over how 

to achieve consistency between their basis humanitarian concerns and their client 

relationship to the government food aid program. CARE, which has extremely limited 
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private financial support, has been driven by both bureaucratic ambition and financial 

imperatives to suppress whatever qualifications it might have about the surplus disposal and 

security objectives its distribution programs have served. Catholic Relief Services, motivated 

by a worldwide evangelical mission, has typically taken the view that more isbetter whatever 

the objectives of its patron - the U.S. government. Lutheran World Relief and Church 

World Service have both experienced greater internal tension in attempting to resolve their 

client role with their convictions about church-state relationships. Lutheran World Relief 

has resolved the problem in a manner reminiscent of Solomon--by limiting government 

support to less than 50 percent of its level of program activity. It has also occasionally 

opposed efforts by CARE and Catholic Relief to broaden government financial support for 

PVO program activity. Several other voluntary relief organizations, such as the American 

Friends Service Committee and Seventh-Day Adventist Service, have viewed any government 

support as a corruption of the concept of volunteerism. 

The voluntary agencies have not, however, shared the qualms about the impact of 

food aid on agricultural development or the efficiency of commodity aid relative to financial 

aid that has been the focus of so much debate among economists and populists. It has been 

enough that food was available to meet the needs of poor people. The view was expressed 

rather dramatically during the first year of the PL-480 program in testimony before the 

House Committee on Agriculture: 

"Just as there is no surplus person in the world, so there is really no surplus food in 
the world in relation to the needs of people ....The challenge presented by the 
mountain of surplus food is a moral one which if met dynamically, can help 
immeasurably to capture the sympathy and imagination of the world. 7 
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The voluntary agencies did, however, pressure the reluctant State and Agriculture 

Departments in the late 1950s to allow them to initiate programs that would involve the 

exchange of food for work. But it was not until the early 1960s, during the Kennedy 

Administration, that such proposals were adopted. 

During the 1950s Senator Humphrey, who shared the sense of mission of the 

voluntary agencies, praised their work and drew on their support in his efforts to reform and 

expand food aid. The government became more open to them during the Kennedy 

Administration when George McGovern and later William Reuter, one of their own, served 

as Food for Peace coordinator. President Kennedy held a White House reception for the 

representatives of the voluntary agencies. But his support was more symbolic than 

substantial. 

The limited influence the voluntary agencies exerted on food aid policy and 

programming was, at least until the mid-1970s, a function of the size of food surpluses. 

During periods of burdensome surpluses, they wee welcomed as partners in food aid. But 

when surpluses receded, their role as clients was again made clear to them. The political 

victories of the voluntary agencies were small triumphs--more often in the area of program 

administration rather than food aid policy--government funding of transport costs, 

broadening of the commodities available for voluntary agency distribution, maintaining the 

flow of dried milk for the donation programs. 

Since the mid-1970s, the voluntary agencies have achieved somewhat greater political 

success. congressional reaction against the security orientation of food assistance during the 

Vietnam War and the publicity associated with the world food crises of the mid-1970s 
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created a more favorable political environment for the pursuit of humanitarian objectives. 

As noted earlier, the 1975 International Development and Food Assistance Act, as well as 

subsequent legislation, included minimum volume levels for commodity distribution through 

Title II donations. The share of food aid distributed under Title II, largely through NGO 

organizations, has risen substantially since the mid-1970s. And the 1987 Act contained 

provisions for monetizing not less than 10 percent of donated commodities to be used for 

program support.8 

The political significance of the voluntary agencies should also be seen in a broader 

context than their activities in support of their particular interests in greater resources for 

their own programs. They share wiih the agricultural commodity organizations an intense 

aversion to the use of food aid to advance U.S. political or strategic objectives. Because of 

their pervasive linkages to the religious communities which they (except CARE) represent, 

they have contributed to a broad and pervasive support for a basic needs orientation in 

development assistance. They have very substantial capacity to mobilize public opinion and 

to draw attention to problems that are difficult for governments to address. And NGO field 

staff have often been an effective source of criticism of the corruption and ineffectiveness 

of official aid.9 They and their constituencies have often been the only source of broad

based support for development assistance. They have successfully pursued a "Camels nose 

in the door" strategy. The Senate draft of the 1990 revision of the Food for Peace Act 

contains a process that would bring representatives of the PVOs into a new Food Aid 

Consultative Group. 
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One conclusion stands out rather clearly. There is a congruence between interest 

group geography and the regional distribution of congressional support for food aid. 

Legislators from the corn and wheat belts have been the most consistent supporters of food 

aid. During and after World War II earlier isolationist and protectionist sentiment among 

rural constituencies gave way to aggressive pursuit of government support for market 

development, surplus disposal, and humanitarian relief. It is no accident that both 

Democrats and Republicans from the Midwest found a basis for supporting food aid 

regardless of their committee assignments. Lee Egerstrom of the St. Paul Pioneer Press 

Dispatch has commented that if "Senator Humphrey had been assigned to the Public Works 

Committee the Food for Peace program would have been attached to the Maritime 

Administration!" 

Why Food Aid? 

It has been difficult to find a principled answer to the question of "Why Food Aid?" 

There has been a continuing effort among some proponents of food aid to show that food 

aid is, at least for some purposes, a more effective instrument of economic assistance than 

financial aid. This has not been an easy task. 

Food aid is no longer an effective method for dealing with agricultural surpluses. The 

dominant objective of food aid in the 1950s and into the early 1960s was to dispose of U.S. 

agricultural surplus. Yet the program was, even then, unable to move sufficient 

commodities within the constraints in which it was forced to operate to have much more 

than a marginal impact on United States surplus stocks. The program found it difficult to 

avoid substituting concessional credit sales for commercial sales. It has been argued that 



12 

in some sense the program could be viewed as an offset to the increasingly over-valued 

dollar during the 1950s and 1960s. 10 But an earlier devaluation or more rapid transition 

to a iloating exchange rate would have been more effective. In the absence of devaluation, 

a straightforward two price "domestic allotment" program which held domestic prices above 

world market levels and permitted exports to move into world markets at border prices 

would have been more effective in disposing of surpluses. 

A second important objective of United States food aid from the very beginning has 

been its use as an instrument of market development for U.S. producers. There have been 

three elements in this effort. The most direct were the "Cooley loan" subsidies of the late 

1950s and 1960s to agribusiness for facility investments in recipient countries. The second 

has been support for commodity organizations for technical assistance, consumer education, 

and food promotion programs in recipient countries. The third has been the more subtle 

effect of large-volume commodity imports in changing the tastes of consumers in favor of 

wheat or rice, and away from "inferior" domestic carbohydrates. The facilities subsidies have 

at times been important in the development of national capacity to produce the inputs 

needed to sustain agricultural production--fertilizer in India for example. The latter two 

programs have been credited with some success in situations where the growth of consumer 

income was consistent with the changes in consumption patterns being promoted--higher 

consumption of wheat products in Japan and the use of U.S. feed grains in pork and poultry 

production in Taiwan and Korea. 

There has, however, been a lack of clarity in discussions of market development. It is 

quite appropriate to include technical assistance, consumer education, and food promotion 



13 

campaigns under the rubric of market development. But it stretches the concept too far to 

include large volume concessional sales, on the grounds that they will contribute to change 

in consumer tastes, as market development. It seems doubtful that a program justified 

primarily on market development criteria would have been able to claim more than a small 

fraction of the resources allocated under PL-480 Title 1.11 

What about food aid as an instrument of leverage in support of U.S. political or 

economic objectives? The history of efforts to employ food aid to induce other governments 

to initiate economic or political reforms or to support the United States global political 

agenda indicate that it is an exceedingly blunt instrument. The limited successes against 

India in the 1960s, and against Bangladesh and Egypt in the 1970s, for example, suggest that 

success has been achieved only when there was substantial political support for the reform 

in the recipient country or the recipient country was in an exceedingly weak bargaining 

position. As an instrument to create generalized goodwill toward the United States food 

aid has, when sensitively administered, been somewhat more effective. But it would be 

difficult today to find serious advocates of the "food power" perspective that briefly captured 

the imagination of populists and politicians in the early and mid-1970s. 

If there is any area in which food aid might be expected to have a substantial impact it 

is on recipient country economic development. A very high share of the commodities 

transferred under Title I have been used by the recipient governments to generate revenues 

that could be used to support their development budgets. It is generally agreed that the 

potential release of other resources for development is greatest where food aid replaces 

commercial imports because it then frees foreign exchange for other purposes. But donors, 
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particularly the United States, have insisted that agricultural commodity aid be additional-

that it not displace commercial imports. Substantial quantities of the food transferred under 

Title II have been used to support "food-for-work" or other local development projects. In 

resourcesspite of efforts to direct the generated by food aid into development-related 

investment, it isgenerally conceded that there continues to be very substantial "leakage" into 

routine budget support, current consumption, and the pockets of public officials and their 

clients. No one (except perhaps Hans Singer and John Mellor) argues that PL-480 

commodity transfers are efficient financial transfers whenas as measured against 

development objectives. It is somewhat discouraging, after over 30 years of effort, to find 

program designers and managers claiming little more than that agricultural commodity 

assistance can become an effective instrument for development--but that radical changes in 

the way it is programmed and administered will be necessary.1 2 

The strongest support for the view that food aid is a superior instrument of assistance 

has been put forward by the basic needs constituency for food aid.13 It has been argued 

that food aid for disaster relief and for meeting the needs of the nutritionally deprived is 

a superior form of assistance. It can, in principle, be mobilized quickly for disaster relief 

and it can be targeted to the nutritionally deprived. If targeted to improved nutrition and 

as an incentive to participation in tormal schooling and training programs, food aid could, 

it is argued, contribute effectively to human capital formation without having significant 

distinctive effects on agricultural production. But evaluations of school feeding programs 

have found it difficult to document the impacts on school attendance or academic 

achievement that have seemed so intuitively obvious to feeding program advocates. 14 
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Multiple Constituencies for Mulfiple Objectives 

In the past it has been the this diversity of objectives that has accounted for the 

continuing political viability of food aid as a component of U.S. development assistance. 

There has been a constituency for food aid in times of food surpluses and in times of food 

scarcity. The commodity interests and the human needs constituency have not been able 

to agree on the objectives of food aid but they have been able to cooperate in support of 

PL-480 appropriations. Those in the administration who have been concerned with foreign 

policy and development assistance have seldom believed that food was as useful as money-

but they have welcomed it because it was accessible and fungible. 

The importance of the multiple objectives of the program for its continued political 

viability was recognized and insisted upon by Senator Humphrey. This point has been 

stressed by a former Senate Committee on Agriculture and Forestry staffer Thomas R. 

Saylor in a discussion of the 1975 revision of the PL-480 legislation: 

The multiple objectives and accompanying multiple constituencies provide a much 
broader base of support than other foreign assistance programs provide. To 
undermine this would be to severely weaken PL-480 and leave it much more 
vulnerable to the budget cutting process.1 s 

It is hard to disagree that up until at least the late 1960s, the food aid program was 

larger than it would have been if targeted to more specific--and less inconsistent--objectives. 

And the total aid effort was also larger than it would otherwise have been in the absence 

of food aid. But it is doubtful if this argt-inent can be made to carry as much weight in the 

early 1990s as in the past. The coalition of commodity groups, shippers, and PVO's was 

ineffective in preventing a substantial decline in food aid shipments in the 1970s. During 
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the 1980s, when surpluses reappeared, the agricultural interests chose to support disposal 

efforts outside of the PL-480 framework. 16 

The Future 9f Food Aid 

There are now clear signs that the old congressional-agency-interest group coalition has 

been eroding. Several USDA studies have found that export subsidy programs, including 

PL-480, were a less cost-effective method of enhancing exports than either export credits or 

consumption oriented market development prograims. 17 As personnel ceilings continued 

to erode AID staff capacity, both in Washington and in the field, the Agency has found that 

the administrative requirements necessary to make food aid an effective instrument for 

development has bocome excessively burdensome. Conflicts were also emerging between 

the PVO community--particularly CARE and Catholic Relief Services--and AID over the 

use of food aid "monetization" to support the development of indigenous PVO's in recipient 

countries. Yet the PVO's themselves were finding it increasingly burdensome to respond 

to emergency food aid needs, particularly in African countries characterized by high delivery 

costs and weak institutional infrastructure. 

Forecasts of program levels in areas as highly politicized as food aid are notoriously 

hazardous. A National Academy of Sciences workshop suggested that an increase in food 

aid to the 20-50 million metric ton range from the current level of about 10 million metric 

tons would be needed by the end of the 1990S.18 This forecast was included in the 

"boilerplate" of both the House and Senate 1990 bills. Yet it seems unlikely that the 

economic and political forces that have contributed to the increasing separation of the 

supply management and market development objectives from the economic development 
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and humanitarian assistance aspects of U.S. food aid will become weaker in the immediate 

future. An implication of this conclusion is that the agricultural commodities distributed 

under PL-480 auspices will continue to decline rz;Iative to commercial exports, to assisted 

exports and to other forms of bilateral aid. This implies that it will continue to be difficult 

to sustain even the present World Food Program target of 10 million tons of bilateral and 

multilateral food aid. 

The positive perspective on PL-480 is that it has generated substantial benefits to each 

of its major domestic clientele groups and some benefits to recipient countries that would 

not otherwise have been available. It was useful not because it is superior to other forms 

of aid, but because the commodities were available! A minimalist defense might be that it 

was the least bad use that could be made given the surpluses that became available. This 

defense cannot, however, avoid confronting the argument that better use could have been 

made of the same resources. 

The 1990 Act allows the Administration, under special circumstances, to purchase food 

not included in the "docket" determined by the Secretary of Agriculture as available for use 

under the Food For Peace Act. This presents a modest opportunity to design a program in 

which commodities can be more directly programmed to meet planned emergency food aid, 

chronic malnutrition and hunger objectives. Food security could be more effectively assured 

by further broadening the mix of commodities that might be made available to poor 

countries. The definition of food aid should, for example, be broadened to include the 

technical inputs - fertilizer, pesticides and animal feeds - that are necessary if farmers in 

recipient countries are to contribute effectively to their countries food security needs. All 
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food aid should be placed on a grant basis. The United States now provides development 

and economic support for assistance primarily on a grant basis to deeply indebted recipient 

countries. We now provide concessional food aid loans with a 7 to 10 year grace period and 

up to 30 years to repay the loan (down from 40 years in previous legislation). It is time to 

correct this anomaly. 

There have been a number of creative suggestions for more radical reform of food aid 

from outside the official food aid agencies. G. Edward Schuh has proposed that food aid 

support of school feeding programs should be reorganized to reinforce incentives for school 

participation.19 John W. Mellor has proposed the use of an expanded food aid effort to 

mitigate the unfavorable effects of structural adjustment programs on the poor. Shlomo 

Reutlinger and Willis Peterson have outlined the elements of an international food stamp 

program that would avoid distinctive effects on agricultural agriculture in recipient countries 

while simultaneously expanding the demand for agricultural exports from donor countries. 

Bound by huge budget deficits; by the revised Gramm-Rudman-Hollings constraints; by 

military involvement in the Persian Gulf; by competition between Eastern Europe and the 

Third World for assistance resources; and an apparent increase in food and feed grain 

stocks it is unlikely that the political resources needed to bring about dramatic institutional 

innovation in food and policy will be mobilized in the 1990s. 
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