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International Food Policy Research Institute, Washington, DC

Summary. — Food aid for market sale should (i e sap between (1) rapidly growing demand

fucled by population and income growtk

supply composed of lowly growing production

and difficult commercial imports. The resulting resources should support an cmployment-
oriented development strategy promoting food production growth. As icomes of the poor risc,
food demand will increase and the food aid gap may widen. This should 10t be confused with
similar cffects produced by agricultural negleet. This strategy needs long-te -m food aid commit-
ments and a safety net against food aid cuts. Project, emergency and adjusuncnt food aid can be

integrated into this strategy.

1. INTRODUCTION

Food atd is made pessible by the existence of
food surpluses in developed countries. It pro-
vides a useful way of meeting the needs of these
countries for surplus disposal, while also helping
to achieve important objectives in developing
countries. This creates strong domestic support
for food aid, which. thercfore, generally becomes
an addition to the total volume of aid provided to
developing countries.

To be desirable from the viewpoint of recipient
countries, tood aid must avoid certain possible
adverse effects and generate certain favorable
eifects. The adw erse effeets that must be avoided
are: (a) disincentive effects on 1ood production,
and (b) dependencey effects on food policy. The
favorable cffects that must be generated are:
(a) increased food security, (b) greater equity,
and (c) faster development.

The conditions necessary for constructive use
of food aid must ensure that food aid satisfies
these criteria. These conditions depend to some
extent on the nature and uses of food aid.
Broadly, food aid can be classified into four
types, cach of which needs to be examined sep-
arately, at least initially. These types are:

1. Program food aid intended for sale to meet
unsatisfied demand for staple foods;

2. Project food aid intended to support speci-
tic feeding or developmental projects;

3. Emergency food aid intended to meet
urgent food requirements under abnormal
or disturbed conditions of demand and
supply for food;

4. Adjustment food aid intended to mitigate

the short-term sectoral adverse effects of
different types of adjustment programs (or
programs of policy rcform).

This paper concentrates on the conditions
necessary for constructive use of program food
aid and limits its discussion of project, emergency
and adjustment food aid to the relationship of
these types of food aid to program food aid.
These relationships are such th-t they require an
integration between all types of food aid. The
conditions for constructive use of food aid thus
acquire special significance. Ultanately, food aid
involves a transfer of resources to a developing
country. These resources can be used to promote
development. The conditions for the constructive
usc of food aid cannot, therefore, be framed
without a full understanding of the development
process and of the role that food aid can play in
it. When framed in this way, these conditions
constitute an approach to a food aid strategy.

2. PROGRAM FOOD AID
(a) The food aid gap

Program food aid to developing countries is in-
tended for sale in the market. The object of such

*This is a revised version of a paper presented at a
seminar on “Issues in Food Sccurity” organized jointly
by the International Food Policy Rescarch Institete and
the Food Studies Group at Oxford on July 7-9, 1987.
I am grateful for the comments and suggcstions made
by seminar participants, collcagues, friends and the
journal’s referecs.
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aid is mainly to meet unsatisficd demand for food
atsome achined level of prices, though the defini-
tion of this price level may often be implicit
rather than explicit. Such aid thus fills the pap be-
tween the quantities of food that are demanded
and supplied at those prices. This demand-supply
gap arises because the rate of growth in the de-
mand for food in developing countries tends to
be higher than the rate of growth in the supply of
food (domestic production plus commercial im-
ports) at those prices.

Rates of population growth in nuany <levelop-
ing countries are high. Lfforts ot development re-
sult in some increases in per capita income in
many of them in spite of the growth of popula-
tion. Givea their existing low levels of food con-
sumption, their income clasticities of demand for
food tend to be high. Their per capita demand for
food, therefore, tends to increase. Total food de-
mand thus increases at a rapid pace. Without new
technology, improved extension services, mod-
ern inputs and heavy investment in infrastructure
and productive facilities, food production cannot
grow as rapidly. particularly during the carly
years of development. The food import gap thus
grows rapidly. It is difficult to fill this widening
gap with commercial food imports. The result is a
gap between demand and supply at the given
level of prices.

At any given time, and abstracting  from
changes in stocks, the quantities o) food deman-
ded and supplied at given prices, and, therefore,
the gap between thum may i some sense be
treated as given. The exact siie of this gap may,
nevertheless, be difficult 10 determine without
further consideriation. This is because commer-
cial food imports and food aid, while comple-
menting one another in Titling the food import
gap. also function as substitutes in doing so.
Therefore. in determining the amount of food
aid, careful consideration needs 1o be given to
the alternative uses to which foreign exchange
can be put if it is not used for importing food.
The volume of commercial food imports deter-
mined after such consideration would then fix
the food aid gap more sharply. To ensure
that the prices of food do not fall below or rise
above th2 given levels, program food aid must
not exceed or be less than the food aid gap
defined in this manner,

This way of stating the matter implies an
understanding about the relationship between
food rrices and the production of food in de-
veloping countries. In the short run. food pro-
duction tends to be quite inelastic to producer
prices. Any excess of demand over supply at
given prices will, therefore, not result in any sig-
nificant addition to output. With the volume of
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commercial imports treated as given, the excess
demand will, therefore, have the effeet of in-
creasing both producer and retail prices. Equilib-
rium in the market will be established mairly by a
reduction in the quantity of food consumed. This
reduction of consumption will necessanly oceur
primarily amongst the poor. By filling the gap at
given prices. food aid thus helps to susta - the
consumption of the poor. Lven in the longer run,
bevond a poin, the elasticity of response of food
production to food prices -- provided the relative
prices of food and non-food agricultural crops are
kept unchanged — s extremely low. Provided
food prices are sufficiently high to make produc-
tion for the market worthwhile, increases in food
production do not depend onincreases in prices
but on such factors as technotogy and invest-
ment, which can be determined independently of
prices.

Aguainst this background. it is possible to ex-
amine the eriticism that since program food aid is
sold on the market, it produces disineentive
effects on food production by reducing food
prices. There is no doubt that, if one abstracts
from any effect that program food aid may pro-
duce on the demand for food. sueh food aid does
reduce prices below the level that would have
prevailed it the supply had consisted only of
domestic production and the given quantity of
commercial imports. However, within a stetie
framework of this Kind, it would be equally cor-
rect to sayv that commercial food imports reduce
prices below the level that would have prevailed
il, given the demand, the supply had consisted
only of domestic production. The issue is, there-
fore, not whether food aid reduces food prices
but whether it reduces them to such low levels
that they start having disincentive cffects on food
production in the environment prevailing in most
developing countries. The role plaved by ‘ood
aid in this connection can be understood more
clearly if instead of saying that food aid reduees
prices, it is recognized that food aid prevents
food prices from rising too rapidly as both popu-
lation and per capita income increase over a
period.

The carly controversy about food aid to India
under PL 480 brings out clearly the significance
of the different variables and of the relationships
between them discussed above in considering the
role of food aid. In response 1o criticisms by
Schultz (1964, 1966) and Mason (1966), it was
pointed out by Dantwala (1967) that India’s food
problem during this period (1949/50-1964/03) dil
not arise from any failure of food production
growth. In fact, food production increased at the
fairly rapid rate of 2.98% per annum, but this
was not adeguate only because of rapidly rising
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population and moncey incomes. Food aid helped
to prevent the excessive increase in food prices
that would otherwise have taken place in this
situation, but the resulting prices were not abso-
lutely or relatively low and the farmers’ terms of
trade were not unfavorable.

Dantwala (1967) has also shown that still faster
growth in food production wis not inhibited dur-
ing this period by high input prices. He points out
chat *Fhe real botdeneck in the further extension
of fertilizer use in Indiais its availability, and, till
the: introduction of high-vielding varieties, a rela-
tively low technical coetficient of output response
at the higher level of fertilizer application™ (p.
14). This emphasizes the role of input availability
and technological change in increasing food pro-
duction. Mere adjustments in output and input
prices are not necessarily helpful. Besides, the
impact of high food prices on the consumption of
the poor during the interim period before pro-
duction canincrease sutficiently has to be taken
into account. Food prices must, therefore, not be
so low as to produce disineentive effects on pro-
duction but once they are at an adequate level,
further increases do harm to the consumption of
the poor without providing any real stimulus to
production. India’s First Five Year Plan de-
seribed such prices as reasonable prices. Food aid
should be neither more nor less than is necessary
to maintain such reasonable prices.

While the appropriate level of reasonable
prices in particular cases may be the subject of
debate, the prinaple that program food  aid
should be neither too farge not too small relative
to some agreed reasonable price level is clear.
The food aid gap at a given time can therefore be
defined as the gap between demand at reason-
able prices and the sum of domestic production
and commercial imports at those prices.

(b)) Future food wid needs

Over a period of years, the elements affecting
the food aid situation for any particular country
may change and as a result its food aid gap may
also change. Per capita incomes could be ex-
pected to inerease. Assuming that prices are held
unchanged in real terms, per capita demand for
food would also rise. The extent of the increase
would depend on the income elasticity of the de-
mand for food. Population would tend to rise
over the period. The total demaad for food could
be estumated for future years by multiplying the
estimated population for any future year by he
per capita demand for food projected for that
year.

Food production could also be expected to in-
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crease over time. A reasonable level of commer-
cial imports for that year can be deteninined on
the basis of specificd assumptions. If these ele-
ments are projected on a trend basis, a trend esti-
mate of the food aid gap can be obtained for
future years (Ezekiel, 1988). Food aid should be
planned to cover this gap in the future.

Estimates of trend program food aid needs for
future years are based on the level of projected
trend production in cach future year. In fact, pro-
duction in any year is likely to be higher or lower
than the projected trend level due to variations in
climatie conditions and other factors. If it is as-
sumed that consumption is to be maintained at
trend lovels in spite of such variations in pro-
duction, it becomes necessary to have compensa-
tory variations in supplies from other sources.

Stoceks could be used to offset variations in pro-
duction, but steps would then have to be taken to
build them up in the first instance and to rebuild
them in good years to the extent that they are
used up in bad years. For this to be possible, if
food aid is not to be raised in bad years, it would
have to be maintained at trend levels even in
good vears. Variations in commercial imports
can also perform this function of offsetting pro-
duction variations, but a <imilar argument applies
to them; commercial food imports would have to
be cut in good years if they are to be increased in
bad vears, while food aid is mamtained at trend
levels throughout. Besides, it may be di.ficult for
a developing country to finance increased com-
mercial imports in bad years without cutting
other essential imports. If a developing country
uses its foreign exchange reserves for this pur-
pose, it wouid need to build them up in good pro-
duction years. If the country bortows abroad to
finance additional imports, such credit would
have to be repaid. This would apply even to bor-
rowing from the International Monetary Fund,
though the cost of such borrowing might be
somewhat smaller than for borrowing in normal
tinancial markets.

For these reasons, it may be best to vary
food wid from year to year as variations occur
in food production while maintaining commer-
cial food imports at tiend levels and avoiding
variations in stock. This would ensure that the re-
cipient country would not have to face variations
in its food prices and/or food availability nor bear
the costs involved in holding large food stocks or
in varying commercial imports to deal with varia-
tions in domestic food production.

Various external conditions may affect a coun-
try’s capacity to import normal quantities of food
commercially. The prices of food on world mar-
kets may rise above normal levels. The prices of
other essential imports such as those of euergy
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may rise. The prices of the country’s main ex-
ports may fall. Internally, shortfalls may occur in
the production of export commodities or other
essential goods. All of these would tend to affect
the country’s normal capacity to import food
commercially. An appropriate change in the esti-
mated food aid gap to be filled by program food
aid wouid become necessary.

Conditions in the developing country receiving
food aid are not likely to remain consistent with
the assumptions made in projecting future trend
food aid requirements. External  conditions
af. cting the country may change. Technological
chapge may affect its agriculture or other sectors
of its economy. The country may bring about
substantial changes in its cconomic policies.
These may affect its trend demand for food or its
production. Structural changes of this kind must
be taken into account in determining its needs.
The quantity of food aid provided o the country
must be changed accordingly so that it is neither
more nor less thau the food aid gap.

(¢) Constructive use of program food aid

It is now possible to forrmulate the first two
conditions for the constructive use of program
food aid. These could be stated as follows:

1. Program food aid provided i cach year
should be neither in excess of nor less than
the food aid gap adjusted for changes in
food stocks. This food aid gap should be
scparately caleulated for cach year. It
could also be estimated on a trend basis for
future years but year-to-year changes in
food production and structural changes
affecting demand, production and com-
mercial imports should then be taken into
account as they occur so that the food aid
gap is correetly estimated for cach year.

2. The producer food prices with respect to
which the food aid pap is determined
should be sufficiently high to provide ade-
quate incentives for farmers to produce
more food without the corresponding retail
prices being so high as to reduce the con-
sumption of the poor below minimum
levels, given the existing level and struc-
ture of incomes.

3. THE DEVELOPMENT CONTEXT

(a) The problem

This discussion of program food aid deals with
the way in which food aid fits into the existing
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food situation in a particular year or into the ex-
pected food situation i future years. It takes the
values of the clements determining the food aid
gap as either given or as changing independently
of foad aid itself. However, there are factors
which affect the size of the food aid gap that are
not independent of food aid and how it is used.
These include the way in which the resourees that
food aid represents are ueed in the cconomy or
even the way in which all resources are used and
the entire set of socioeconomic policies  are
framed in view of the availability of food aid.

The relationship between food aid and the size
of the food aid gap can be most casily seen in
connection with the proceeds from the sale of
program food aid. These proceeds take the form
of domestic currency resources into which the
food aid gets transformed when it is seld in the
market. "Fo the extent that food aid is substituted
for food tiat would have been otherwise im-
ported commercially, i corresponding amount of
foreign exchange is released. For the rest, food
ard becomes available as o domestic resouree in
the form of counterpart funds after it has helped
to add 1o the volume of feod consumption. The
use to which these foreign exchunge and domes-
tic resources are put determines how the ele-
ments i the identity determing the food aid gap
will behave in the future.

It is possible for these resources to be dissi-
pated in military and civil expenditure that makes
little or no ¢ tribution to the relief of the food
problem through growth in food production or to
devetopment through growth in employment and
income. In this situation, the food aid gap may
widen at an alarming pace and create a legitimate
feeling that food aid has helped to create a food
aid dependency. However, it is possible to use
the resources resulting from the sale of program
food aid in more positive ways. The effects of
doing so would depend on their specific uses.

(b) Increasing food production

Program food aid becones necessary beceuse
domestic food production has not been able to
grow adequately relative to the growth of the
domestic demand for it as incomes and popula-
tion rise. The most commen criticism of such
food aid is that countries receiving it come to de-
pend on it and relax their efforts to increase their
own food production. The obvious reply to that
criticism is to use the counterpart funds gener-
ated from the sale of program food aid to pro-
mote increases in domestic food production.

Onc important way in which increases in food
production could be promoted would be to build
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rural infrastructure in the form of roads, irriga-
tion facilities and other public rural assets, Tt is
also possible to use project food aid to support
construction of rural infrastructure. Coordinated
use of project food aid and coanterpart funds in
such construction could be very effective. Such
infrastructure improves avaitab.ility and reduces
costs of inputs. Ttalso improves iaecess to markets
and raises producer prices reliative to consumet
prices. These changes taise the profitability of
farming and thus increase the imcentive to pro-
duce more food. Some types of nfrastructure
such as irrigation facilities contribute divectly to
increases in production. Counterpart funds can
also be used to promete agricultural rescarch and
to strengthen extension services so s o improve
the technology used in food production. These
funds can also be used to inerease the avadability
of rural credit.

The effect of this approach would be to in-
crease food production at o taster pace than
might otherwise have been possible. Other things
remaining the same. the food aid gap would tend
to narrow and may perhaps even disappear. This
would provide an effective answer to those whoe
believe that the provision of food aid generates a
dependeney on food wid and would be found
attractive by those wha consider self-sufficieney
in food to be i desirable objective. Ancrease in
food production is certmnly desirable iany case.

(¢) Ruising the rate of income growth

To the extent that counterpart funds are spent
on the construction of rural infrastructure using
labor-intensive techniques as L as possiole, em-
plovment avd incomes are created immediately
for the rural poor duting the construction phase.,
The demand for tood should mcrease immedi-
ately as i resudt. While food aid adds to the im-
medute supply of food. its proper use thus
ensures that there s also an immediate increase
in the demand for food. though this may not be
of equal magnitude. Food prices therefore donet
fall as much with such use of counterpart funds as
they would have done otherwise.

Of greater interest is the somewhat longer-
term impact of food aid. It counterpart funds are
used to promote increases i food production
along the lines suggested, they would automati-
cally also promote increases in employment and
incomes during the operational phase of the
infrastructure assets that are created. In turn,
this would gencerate increases in the demand for
food.

The magnitude of the increases in the demand
for food depends on the extent to which increases
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in food production bring aboui increases in em-
ployment and in the incomes of the poor. The net
cftect would therefore vary. However, as long as
the increase inincomes is looked upon as only in-
cidental to the increase in food production, it
seems likely that the overall increase in the rate
of growth of income would be only marginal. The
increase in the demand for tood voould therefore
tend to be smaller than the increase in food pro-
duction. Thus, the use of counterpart funds to
promote increased food production would tend
to reduce the size of the food aidd gap relative to
what it would have been otherwise.

The actual behavior of the food aid gap would
of course depend on ather Factors, If, for exam-
ple. populition is growing rapidly. the food md
gap may continue to expand. The use of counter-
part funds to promote food production may in
this situation be able at most to slow down the
pace at which the food aid gap is growing.
However, under more favorable crcumstances
relating to population and food production, the
food ard gap may actuatly contract over time and
iy even be eliminated. While this outcome s
certainly preferable to o situation in which food
aid keeps rising rapidly because of wasteful use of
counterpart funds or negleet of agnicalture, it
should be recognized that the pace at which in-
comes are growimg would increase only shightly in
these situations. As i resalt, the elimination of
the food aid gap could occur at unaceeptably low
levels of per capita income. that is, while wide-
spread poverty continues to prevail. This is what,
for example, mav bave happencd in India (Eze-
kiel, 1984). Such an outcome does not seem to
make sense. [is, therefore, necessary to put the
use of food aid into a proper perspective.

(dy Emplovinent-oriented development strategy

In determining the uses of food aid. the objec-
tive should be nat the climinat:on or narrowing
of the food aid gap, but the elimination or reduc-
tion of poverty. This objective should dictate the
use not merely of the counterpart furds from the
sitle of program food aid but, in the framework
given by the availability of food aid, of all other
resources as well (Mellor, 1978, 1983). The focus
of the use of counterpart funds, as well as of all
other resources, should, therefore, be on increas-
ing incomes, particularly among the poor. Even
when these resources are used for increasing the
production of the main staple foods, special
attention should be paid to how increases can be
brought about in employment in particular and
the incomes of the poor in general. However,
there is no reason to limit attention in this con-

~
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nection to the staple food sector. Other sectors
should also be considered carefully in determin-
ing the proper use of available resources.

It is possible to make major gains in employ-
ment and in the incomes of the poor by devoting
resources to increases in agricultural production
outside the main staple foods. These would in-
clude both food and non-food crops. Similarly,
they would include both crops meant for dom-
estic consumption and export crops. However, in
determining the items chosen for expansion and
the types of activities or the institutional forms
through which the expansion is brought about,
the primary objective of raising emplovment and
the incomes of the poor should be kept in mind.
Increased dairy production, particularly when it
is small-scale, may provide one avenue for pro-
moting increases in cmplovment and  income
(Ezekiel, 1987b). Smallholder tea or coffee pro-
duction could be another avenue.

To complement the use of resources in the
food and non-food agricultural sectors, resources
devoted to the non-agricultural sector should also
be given as much of an emplovment orientation
as possible. As long as widespread poverty pre-
vails, highly capital-intensive industrial schemes
should ordinarily be eschewed in favor of more
employment-oriented projects that would gener-
ate incomes nainty in the hands of the poor.

An employment-oriented strategy of the kind
outlined would produce & higher overall rate of
growth of income as well as a more equitable dis-
tribution of that income. In this situation, the
rate of growth ef demand for staple foods would
rise sharply. At the same time, the rate of growth
of production of staple foods would also rise.
Since the growth in demand would emanate from
increases in the incomes of the poor in all sectors.,
while the growth of production would oceur only
in the staple food sector, it seems likely that an
employment-oriented equitable strategy of de-
velopment would produce a widening of the food
aid gap over time that may be auite sharp.

(¢ Widening food aid gup

1t has been noted carlier that a wasteful use of
counterpart funds or a neglect of agriculture in
general may lead to an alanining widening of the
food aid gap. It now appears that the adoption of
a powerful emplovment-oriented strategy of de-
velopment with the suppert of food aid could
have the same effect, at leas in the initial vears.
It is even likely that the food aid gap may grow
more rapidly under an employment-oriented
strategy than it would in a sitvation in which re-
sources are wasted or agricuiture is neglected.
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The fact that the size of the food aid gap would
tend to widen rapidly in both situations does not,
however, justify their being lumped together and
treated cqually as examples of how food aid
fosters food aid dependency. The two situations
are catirely different in character and must be
clearly distinguished. One situation results from
a deliberate and active development strategy
based boldly on the use of food aid as a develop-
ment resource. The other results from a negative
approach to development and to food aid that is
reflected in a waste of resources or a negleet of
agrictlture. The development of cither situation
may be encouraged by the availability of food
aid. What distinguishes them is the difference in
the results that are produced.

The growth in food aid under an employment-
oriented strategy is accompanied by rapidly rising
income as well as rapidly rising food production.
In one sense therefore, the widening of the food
aid gap under this strategy provides a measure of
the country’s increasing capacity to abserb pro-
vram food aid in an effective manner.

It is thus apparent that the conditions for the
constructive use of food aid cannot be considered
independently of issues relating to the objectives
of development and the strategies by which they
can be achieved. Food atd can function as an in-
strument for loosening the constrainy that limited
availubility of food imposes on the adoption of a
development strategy based on rapid growth of
employment and income. It does this notonly by
filling the widening food aid gap that results from
such a strategy but by providing increasing re-
sources to implement it. A rapid growth in the
volume of needed food aid botk results from and
promotes rapid development with equity.

() Long-term commitment

For a country to adopt an employment-
oriented development strategy based on food aid
along the hines s‘uL;:u'tcd above, it must be confi-
dent that it will receive the rapidly lmrczmng
quantities of food aid that it will then require.
Two points need to be noted in this connection.
First, such a strategy of development would
generally take a few years to produce results.
Scecond, onee it has developed a large food aid
gep as a resulc of this policy, it could face serious
difficultics if it is unable to obtain the food aid
that it needs.

In this situation, if developing countries are to
make the longer-term commitment that is in-
volved in adopting an employment-oriented stra-
tegy of development, donors in turn will have to
make the corresponding longer-term  commit-
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ment to provide the increasing quantities of food
aid that wiil be needed. In particular, donors will
have to recognize that such inereasing food aid
needs do not arise from a finlure of administra-
tion or a wilful neglect of agriculture but from the
deliberate adoption of a strategy in which the de-
mand for food is being pushed up ata faster pace
than the rapidly rising production ot food.

Both donors and rectpients must recognize that
in this situation the rapid income growth in the
recipient country is only possible because of the
increasing quantities of food wmd that are being
provided. They must also recognize that these in-
creasing guantities of iood aid represent increas-
ing quantities of development resources that are
being transferred in this manner in order to foster
faster growth with equity. Further, they must rec-
ognize that the food aid gap will ultimately start
contracting and even disappear altogether as (1)
the growth in demand for food begins to slow
down as both population growth rates and -
come clasticities of demand fall, (i1} the growthin
food production begins to aceelerate, and (i) the
country’s capacity to pay for commereial imports
increases.

tu) Need for asafety net

A country adopting a long-term emplovment-
oriented strategy of development based on in-
creasing receipts of food aid along the hines
discussed above faces one sertous risk. TFor whit-
ever reason, food aid mayv become unavailable
in the needed quantities even though long-term
commitments have been made along the lines dis-
cussed above. The country may then tind itself
unable to satisfy the demand for tood that it has
generated. Food prices may rise sharply and un-
rest may occur as people who have become
accustomed to consumimg food at certain fevels
are suddenly deprived of part of that food.

The fact that food consumption would have
been much lower if an employiment-oriented de-
velopment strategy had not been implemented is
important but not very helpful in this situation.
This is because a situation in which people are
suddenly unable to meet their normal standards
of foad is quite different from one in which they
have simply not achieved those standards. Faced
with a cuthack in needed food aid, a developing
country may be able to cut buck other imports,
draw down reserves or borrow in financial mar-
kets abroad in order to finance additional com-
mercial imports. However, the scope for taking
any of these steps is limited and some damage
would undoubtedly be done in the process. There
is, therefore, need for some arrengement that
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could function as a safety net by providing funds
on an assured basis for financing additional com-
mercial cereal imports.

The  International Monetary  Fund  (IMF)
Cereal Import Financing Scheme seems (o pro:
vide an arrangement of this kind. Unfortunately,
assistance under the scheme s subject to many
restrictions. ‘Their effect is to make it an unreli-
able source of assistance in case of need. Sugges-
tions have been made for ity improvement
(Ezekiel, 1985). These need not imply @ much
Larger use of its resources in the normal course,
Recourse to it would not be ordinarily necessary
for food aid receiving countries if variations in
food aid are used to otfset variations in domestic
food production. However, if the suggested im-
provements are carried out, the scheme could
provide the needed assurance to a country
embarking on a jong-term employment-oriented
development strategy that it would be able to
obtain assistance to finance additional commer-
cial imports it that became really necessary in
some futnre vear.

(h) Addiional conditions for program food aid

It is now possible to formulate four additional
conditions for the constructive use of program
food wid. These are:

3. Counterpart funds from the sale of pro-
gram food aid should be used to increase
food production. This will also resalt in
soine increases in employment and income
and henee in the demand for fooa.

4. As a preferred alternative to Condition 3
above, un employment-oriented strategy of
development should be adopted in which
all resourees, including the counterpart
tunds generated from the sale ol program
food aid, are used in the light of the avail-
ability of food aid, to promote rapid in-
creases in employment and in the incomes
of the poor. This shoud be done through
(a) a suitable mix of growth of labor-

intensive
(i) production of staple foods,
(i1) production of agricultural goods
other than staple foods,
(iit) non-agricultural industries, and,
(iv) all types of services in both rural
and urban arcas;

(b) labor-intensive  infrastructure  con-
struction activitics in both rural and
urban arcas.

5. Both donors and recipients of food aid
should make the necessary long-term com-
mitment to the provision of the increasing
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quantities of food aid that would be re-
qaired within the framework suggested in
Condition 4.

Recipient countries should be provided
with a safety net to protect them against a
failure of food aid in some future year after
they have embarked on such a program
through assured access to financial assist-
ance for Afinancing food imports on a
concessional — basis  under  reasonable
arrangements such as these that could be
incorporated into an improved IMF Cereal
Import Financing Scheme.

&

4. NON-PROGRAM FOOD AID
() Project food aid

Project food aid is provided in support of
specific projects. It is generally meant to cover
the food costs of projects, lhnugh even such food
aid may be sold in o closed loop arrangement.
Project food aid may also cover other project
costs, but it then functions like program food aid,
exeept that the proceeds of food sales are com-
mitted to the particulor project (Ezckiel and
Gandhi, [987). Proicets supported by project
food aid fall into two Basie categories: (a) feeding
projects and (b) (h\clnpmcnl 1 projects.

The object of feeding projects is to provide
food to the hungry in general and to vulnerable
groups among them in particular. Problems arise
inidentifying the target groups and ensuring that
the food aid that is provided results in a corres-
ponding net addit'on to the food consumption of
the targeted individuals.  Intra-family  adjust-
ments in the food consumption of different mem-
bers of the family and adjustments between the
family's consumption of food and of other iteme.
are often made.

For these reasons, facreasing attention has
been focused in recent years on ways of incicas-
ing the incomes of the poor through employment
pmjuls which are self-targeting, vather than
trying to feed poor families or specified members
of such families direcetly. /\dmlllunly such pro-
jects cannot help those who are unable to work.
* Feeding projects may still be needed for them.,
Though employment projects may originate from
concepts underlying feeding projects, they in-
creasingly take on the characteristics of develop-
mental projects. There are obvious trade-offs
between humanitarian and developmental ()hj(.’t.-
tives in such projects, but if adequate attention is
paid to the formulation, design and inplementa-
tion of projects, it seems likely that assets would
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be created that could make a lasting contribution
to the growth of employment and income.

Project food aid cannot operate without com-
plementary financial and other resources. The
counterpart funds from program tood aid may be
used for the purpose. As indicated carlier, addi-
tional project food aid - which is then described
as monetized food aid -- may be provided for
sile to obtain financial resources, bat such food
aid is then esseatially similar to program food
aid. Project food aid that is provided to cover the
food costs of projects is thus complementary to
program food aid. If program food aid is in-
creased over time because of the adoption of an
employment-oriented strategy of development,
as suggested carlier, increases take place in the
financial resources available to complement pro-
jeet food aid. More food aid supported projects
can then be undertaken.,

The adoption of an employment-oriented pt-
tern of investment has wider implications in this
context. If such a stoategy is adopted with the
support of program food aid and some of the re-
sulting counterpart funds are used to comple-
ment project food aid. the effect should be a
rapid long-term rise in employment and in the in-
comes of the poor. After an initial period of time,
this should make feeding projects and relief-
oriented  developmental  projects  increasingly
unnecessary, exeept perhaps for particularly
backwird areas or disadvantaged groups. Since
organization of such projects in poor developing
countries is difficult and expensive, a reduction in
the need for them should be considered to be an
important advantage of such a development stra-
tegy and of the use of relatively large (and ini-
tially increasing) quantities of program food aid
o support it,

(b) Emergency food aid

Emergency food aid is provided to meet situa-
tions in which the conditions of food demand and
supply that normally exist in an area have been
scriously disturbed or upset, leading to a higher
probability of acute hunger, starvation and
even death for large sections of the populaiion.
Emergencies of this kind may arise because of an
event such as an earthquake, storm or flood, be-
cause of civil or military disturbances, or because
of drought. Famines caused by drought and some
of those caused by floods fall into a special categ-
ory. They are repetitive and preventible. Food
aid hclps the victims of these disasters to satisfy
their minimum food needs, though it cannot
meet other needs such as those for clothing, shel-
ter and medical treatment.

%
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Food aid for famines has often been too little
and too late. It has often been provided too far
from the homes of the affected population.
Also, it has usually provided too little assistance
for rehabilitation. Besides these weaknesses,
emergency food aid has often been used to sup-
port fecding of the affected population just as in
“feeding” projects, with little or no attempt to
utilize the “labor resource” that becomes avail-
able in this situation to create durable assets that
could make a contribution to production, cm-
ployment and incomes, and to possible preven-
tion of famine, in the future.

If food aid for famine relief is used to create
long-term assets, it can contribute significantly to
develepment in general and to famine prevention
in particular. It is possible to link measures to
deal with famine with those intended to deal with
seasonal and structural unemployment in “nor-
mal” years. This would be particularly useful
because the permanent administrative and in-
stitutional apparatus that would be created for
the latter would also be capable of dealing cffi-
ciently with famine when it oceurs. Useful lessons
in this connection can be drawn from the experi-
ence of the Maharashtra Employment Guarantee
Scheme, which has now been in operation for
over 12 years (Ezckicl, 1987a).

More broadly, famine prevention is best
treated as one aspect of development. Those fac-
tors that contribute to development through
increased production and higher incomes auto-
matically provide some measure of protection
against the worst effects of adverse climatic con-
ditions and may even help to prevent famine. It
may be necessary to adopt an area-specific
approach if famine prevention is to succeed
within a short period of time. Such an approach
can, however, be more casily fitted into a de-
velopment program if that program is promoting
growth at a rapid pace than if growth is slow.

(c) Adjustment food aid

Adjustment food aid is intended to support
“programs of policy reform aimed at bringing
about desired changes in the working of the eco-
nomy as a whole or of specific components of it.
The immediate effect of such reforms is generally
to bring about a worscning of the conditions of
the poor because employment and incomes fall
and food prices rise. The food consumption and
nutrition levels of the poor, therefore, tend to
fall. In combination with counterpart funds from
program food aid, adjustment food aid can help
to mitigate these interim adverse effects of policy
reform on the poor in zddition to providing
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directly some of the resources needed for such
programs. This also helps to reduce opposition to
these adjustment programs. There are three
broad types of policy reform, all of which can be
supported by adjustment food aid. These are:
(i) Struciural Adjustment Programs, (ii) Bal-
ance of Payments Adjustment Programs, and
(iii) Market Restructuring Programs.

Structural adjustment programs are com-
prehensive programs of adjustment aimed at
improving the efficiency of resonrce use through-
out the economy and are often supported by
structural adjustment loans from the World
Bank. These programs generally call for liberal-
ization of trade and climination of subsidies of
various kinds including those on food. Structural
adjustment loans are intended to cover the initial
excesses of imports that develop as a result of the
program and to finance needed additional invest-
ments in new, more competitive industries.
However, they do not provide any resources to
mitigate the adverse effects which reduced cm-
ployment and higher food prices produce on the
poor. Counterpart funds from program food aid
and additional adjustment food aid can mitigate
these adverse effects.

Balance of payments adjustment programs
are short-term programs which have the limited
objective of improving the balance of payments
position of developing countries wiihin three to
five years. Such programs may be supported by
balance of payments loans from the International
Monectary Fund. They generally call for exchange
rate devaluation and a cutting back of money
supply growth rates through reductions in
budgetary deficits. For this purpose, food and
other subsidies are reduced and public sector
schemes for employment generation and income
transfer are sharply contracted. Imports, often
including commercial imports of food, fall. The
loans provided in support of such programs are
intended to cover existing balance of payments
deficits, but do not provide any resources to
mitigate the adverse effects which the program
produces on the poor. Counterpart funds and
additional adjustment food aid can mitigate these
adverse effects.

Market restructuring programs are programs
of adjustment aimed at rationalizing and streng-
thening the functioning of food markets by rais-
ing producer prices and opening the market to
the private sector. These programs could be sup-
ported by special programs of financial assistance
from donors. [Towever, for the most part, they
have been supported by food aid and the pro-
gramming of counterpart funds generated by sale
of program food aid. Counterpart funds and ad-
justment food aid can be used to keep consumer
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prices from rising immediately to the full extent
when producer prices are raised and to create
buffer stocks that can protect both consumers
and producers from excessive swings in open
market prices.

An employment-oriented strategy based on
program food aid along the lines suggested pre-
supposes that maximum efforts iare made to
achieve an efficient use of domestic resources in

the development process. The implementation of

such a strategy may, therefore, have to be initi-
ated by adopting a market restructuring program
as well as balance of payments and structural ad-
justment programs depending upon prevailing
circumstances. Once the strategy has been suc-
cessfully launched. the efficiency of the market in
particular and of resource use in general should
be maintained while trade and exchange rate
policies are not allowed to get out of line. If this
is properly done, these different types of adjust-
ment should not be needed again unless internal
or external shocks create new balance of pay-
ments or other difficulties.

5. INTEGRATED FOOD AID AND
DEVELOPMENT

Food aid is a development resource. I it is
used, as it should be, to support an employment-
oriented strategy of development, not only the
counterpart funds from the sale of progrim food
aid, but all other resources should be used to
promote rapid increases in employment and in-
come. This would require, but not be limited to,
the promotion ot food production. Food produc-
tion would then increase at a rapid pace, but in-
come and the demand for food would grow cven
more rapidly. The food aid gap is likely to
expand initially as a result. This would make it
possible for the country to absorb increasingly
larger recources in this form and thus continue
to support its strategy of rapid and equitable
development.

Development along these lines would create
conditions in which project and emergency food
aid would become less and less necessary. Until
then, however, such aid should also be used to
complement the employment-oriented strategy
of development by dealing with emergency situa-
(ons, strengthening the infrastructure needed for
growth and creating the apparatus for promoting
rapid development,
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As indicated carlier, counterpart funds and ad-
justment food aid should be utilized to support
whatever adjustments are needed at the time at
which an employment-oriented strategy of de-
velopmeni based on program food aid is initi-
ated. Once the needed initial adjustments are
made. adjustment food aid should no longer be
required as long as the conditions necessary for
efficient resource use are maintained, uniess the
country suffers internal or external shocks to its
cconomic system. A country that follows this
path is likely to find itself increasingly capable of
handling even such shocks without much assist-
ance from abroad.

The best results are thus likely to be obtained
by combining an employment-oriented develop-
ment strategy with initial structaral, balance of
payments and market reforms and with rural
labor-intensive infrastructure projects (as well as
any needed feeding projects) implemented dur-
ing normal, seasonal or emergency periods. Food
aid should be provided in whatever forms and
quantities are needed to support this approach.

The aggregate quantities of different types of
food aid needed under this approach would be
large and would probably expand initially at what
appears to be an alarming rate. However, this
is primarily becavse the combination of an
employment-oriented development strategy, an
increase in the efficiency of resource use, and a
focus on creation of necessary rural infrastruc-
ture, brings about rapid increases in income and
hence in the demand for food at current high in-
come clasticitics of demand for food and high
population growth rates. In this situation, even
though production of staple foods and commer-
cial imports of food may both grow steadily over
the initial period, the program food aid gap may
nevertheless grow sharply. This gap would nar-
row only later as population growth rates and in-
come clasticities of demand start falling and rates
of growth of staple food production and of com-
mercial food imports start rising,

Any judgment on the large and initially in-
creasing volume of food aid of all types that such
an approach requires should recognize that this is
not due to failures of policy. It is due rather to
svecess in increasing rates of growth of employ-
ment and income, and therefore in reducing the
degree of absolute poverty and hunger. The large
and increasing volume of food aid during the ini-
tial period creates the conditions under which the
need for all types of food aid — program, pro-
ject, emergency and adjustment — is ultimately
reduced and even climinated.

P
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