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Future United Stat2s Fcod Aid Procra ~s 

R2c~nt tight sL:splie:s in P.L. fl,20 co:1 ::·odities have led to a severe 
c:Jtt:,~c.:\ in P.L. <SC ~!'"'cgr~r~.s a.nd to a sen~ral evaluation of U.S. fovd aid 
P·J 1 i c i cs. 

Given g~~eral 2gr2 e~ ~nt withi~ the Executive Branch and t he Co r~ r2ss 
th:lt fccid cid 5n~•u·•d oe cc.,nLi!H;=-:<J int:~,,} f!.:tur-2, tr, c> broad is sL;e rc.·o. ini ng 
is 1; '.·,.::'.: kir,,; r, f fr.J~! ,: ·is vrc: :::··:;,::1 \·iilt t~c: r:'.:>St e:fccti'/2_, r,i ven tr~::, int~r-
p 1 - • , C -·' ; - c· , r r r rJ -· - c -- .•. r--· I'(: ~, t _, :, t I l , .::..1,,. 1 r ._ i ( ; 1 .... v :>. 

A decision on this issl.:i:: r.;ust be tab:n beuring in mind the follc·.: ir, g 
f:-t ctors: 

1. Th-' Ft;~u:·0 \'orl d i7 C(';(i Si'.:'.!2ticn - \.Jill th e- United States r.:-ve 
t t~? C cJ [": :: C i t '.' t O ~: ·; \ ' :~ .,:- Q CJ ? 

~-- _____ J - _ _ .. ____ ,. _ __ ------

Giv e:n t),~ recer.t cr 12~'l;c s in tr:c cnE'rgy envirorrrent, \·:c hc.ve r.o 
n '. li ~,:)le: ~:·Jjcctici~s en cc :---- ,::::ity av2ih'.lil"iti 0s for -U,c cc;-'.7ir:i;:i six y<:2rs . 
1r. U,e: d,s,: ::cc or SLiC:h proj :.-:c: t~ ons , thrcc possble sce:narios f':'.-:. y be 
hyp::: ·d ,•::s Z .-'.d : 

c: re t u rn to c on t i n :J i n ;; 1 c n g s u i: p : i e s \·/ it h e x c e s s U . S . p r c d us t i ·: e 
~cpaci t~,'; 

a co:1ti n~2ti8n of ti ~ht suoplies; 

cycli ca l flu ct(1.:1 ti cn b2t·.1:::en a fc·.-1 years of lo ng supplies end 

a ye2r 0f sisnific~nt prod~ction s~ortfal1s. 

At c u rr e n t 1 e v e 1 s o f c o n s u:: p t i u n , l c. r ~i e n t..: 11·, b e r s i n L C ' :; s ;; f r (;T 
fro :-:-i r.1a ln L:tr i-::10 r. . Procl..'.cti~;:1 in LC'C 's is !',ot ox:.,'ccted to exp?.nC: s~1ffi-
ciently in tr.e rie::.r futLn·e to offs~t oo;;uicticn g'.'C',:th as \;ell as to 
overco~::e IT.alr.'.J·~r-;tion . :·'.2r,ce, these cc,.,rtri~s ·.-1il1 continue to have .-:1 

need for food i~?o rts and to the exte~t poss i ble, food aid . 
' un ab le to 

lb 

Moreover , LDC's experiencing fu ture disas ters wi ll be 
su~ply 2.1,y su dcen ly incre2s:.:c fo cd requ·in.:r.:ents on their part, 
repres ent a further need for food aid . 

and hen ::-. •• fO!ilJ , 

3. What will it cost t~e U.S; to oive Food Aid? 

In ti ght su pply sit uat~ons current agr icultural policy wou ld 
priority to do~estic nee ds 2nd cc~~ercial exports . Un der these circu~-
stances , food aid ~ould be 1i ~i ted in size if ourchased on the acen Ga r~et; 
the food aid would ccst the full a~ou~t of the purch ase price and ~ou 1d 

'-.._.... increase the r.:arket price of the co:-:-.,;:odity. If excess ca pccity exists 
above domestic and co~~erc i al export needs , a choice will be open betwe en : 

l and retire~cnt, probably involving payments to far~ers not 
to plc:!nt; or 

<') , 



2 

building stockpiles; and/or 

increasing fcod aid. 

'--' To the extent tr.at the use of excess U.S. a~ricultural czwacity 
or fo~d aid curch~s~s on t~e op~n r~rket would r~duce the bu~~e t and 
cco no:1: ic ccs:s cf fc:r:1 prcgr2.::-.s in r,ericcis of excess ca~2city, fcod aid 
v,· 0 u 1 d 0 f: e ct i 2 l _y cos t 1 es s th en i ts p Lil' c. h 2. s e pr i c e . 

In the abstract, dollar aid is prc~ably ~o re effective than aid -
in-kind un:::cr r·Jst cirCL:·;stcdxes . f-i:;.-:e ver, food 2.id h:.1s ti~e fo1lc ·,·:ing 
crucial 2.::v2n·~::92s : it co:;s not f2ce U;e apprc~rictions li:~it:.1tic:~s of 
do1 ·1~1- ·1·G1 • 'l'"'r ~s , .... c1·i-r 1 ··-~~r:h .c,o' •• _,, ··, ,c, .-:,.,ry o;•',·c: 1' l' (· S ... rici·1·c"c- ol,:,rod c~ c , , v , 1., ...., •.. • ::;;1.... t--.._ ,~_ , 1...,,e . , . . .. _ ..., 1-..... -· ..... , • ..... , ,J ...... _. ..... 

on dall,:;r 2:id . :-' .')rcov0r, food c1id is b2:;icJ°lly f:.S.~~t ~r:.·_}.l to doll2r 2.id ; 
if ~e redu:2d food aid we could not cx p2c t fro~ Congress an equiva1ent 
increase in dollar aid. 

In selecting an option ~or future U.S. food aid policy, it is first 
necessary to decide on the following issues: 

1. 

Food aid hest servP.s the follu.-:ing o:Jjcctives: 

dis c:.stcr relief; 

hel ping to fi11 buc;c-t u :d t-alc:ncc of pay;::cnts g2f)s in 
security-rcla te:d situ2.tic1~s '.·:h1c: re o'er.er fu1~cin0 ~s 1~::;·ite::J ; 

raisin g nutritian~ l l evels of s~~cif ic grcups of p~o~lc, 
a1th e,u•;h struct:Jring effective prosr2r:'.s ir, this area is 
difficult. 

Food aid is also useful but perhaps l ess appropriate for: / . fO.)'ll 

promo ting eccnc~ic deve lo p~ent ; 

meeting broad political obj ectives . 

<.,. 

Food aid c2n also lead to export market ~cvelo p~ent while serving 
other objectiv0s. However, food aid progra~s ai~ed solely at ffiarket develop-
ment raise qG est ions of cost/effectiveness. 

The nu~be r of objectives chosen should d2ter~ine the arount of 
food aid ~e prcv,oe. Rough esti~ates of the c~a~:ities of grain shi~~2 nts 
corresponding to the vario~s objectives ~re su~gested in the options section. 

2. Shou ld the United States a re3sc~ably constant 2~c~nt of 
annuJl feed S:-!iC:: or cer. food aid ,eve is i' 11..1c~u2.t~ accord~r.c to 
avai 1tibi 1 i ti es? 

If a constan t a~ount is decided on, there will be a need for 
some sort of stocknile to ensure .ccnsta nt availabilities even 
in periods of tignt supply. 
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If t~e U.S. is to provi~e focd a1d en the basis of a~nua1 
avail 2bilities, the cost of a stcckpi1e will be avoided, 
but t h~ focd aid ~:rogran 1.1ill be vc.ri :,t.J1e 2.r:d pro-cyclical --
less aid when there is less food avail ab le worldwite. 

3. Should '.~:-F: ~r, itnd S:::!':-c:s b~ or2r:·.?.:=:d to f"::>ke a cr--j_-t,-~nt- c.t th~ 
\-,'Clri d f; ~_?-;~~~:; ·,·rri/:~ --:c r::ir~ -~ -;1,?. :.-~~:-.. ~~~~~·-::~[--Q~---:~-:°~:: 2i~ 
an:1~'.:-11'.· c-r sr.0 1_1·i: it cc:-::i:1 1 :2 to c-, 0·1ic::: ic:cc aid r,n ar :.'~~..c.. 
b::sis. 

4. 

If the U. S.G. chooses to r.-:ake a coiT.:nit:-:-:2n t, it \·1ill either 
have to cre2t~ 2 st~c~~i1o or be prep~red to accept the 
do::.c:::stic p::::1iticJI ccsts n.::i-e in tk::,s of ti£ht sup~lJ of 
r.iark'2t purchases of food and the resulting hi er.e r cricc:s 
to the U.S . consu;;-.2r . 

If the U.S.G. cc:s not choose tc :-:1 ::ike 2 co,·:-:-.it.rr.ent, it rray 
nriss c. chcr,ce to ex"i:rzrct such J c.or·.::,i-::.' .c nt frc:1 other d2 11e:lo;:;cd 
co untries cr,d sc re:~:ucc poss~ci12 h.:rcc::n sj,c·.ri-121. 

The d£::::isions 0n \,:Jrld food secuti::.- 21:d coi;·;;;ercial stoci: pili1~g 
arising e:ut of CEF~>l 3rJ \•1;11 t·_ ,tve c:n ir-pOl't~nt ir,flucnce on c:eci::.ic-ns on 
food aid . 

If ~t ~s c10 c1·c1--,d •h-,.L +hn us 111· 11 C-l'""l'Ol'+ f,' :1''ld r'r,~.-1 S"'r")''·y I I C:.: .. - I.,, t 1 {...t v \,, I -... • • I • .) U ~/ , J l, I i"- I \.., '-" lj -... V .,..I I I., 

dcffr oci us so::;2 2cce:r)':.,2.bic :-:iir1i:,•_; ~ Jr.n'.Jal cv~st:: pt i on le:,:l 
or tr.c c:\·0ic,::r;c·::: c,-; 1:is:'-~ '.'-riv.: f1 1;ct• .. 0ticrs, H,(•r: :. c·ci scrt 
of cc:;::-.•='t'cial st.:.c~;)i1e: is c21·l'.:.:d fGr . lf such a st:::c:.~>ilc 
is set Lip , thore ',.::.:uid be no r.:.- cd for the U. S. ta cc:~:.ic'cr 
a sq:,:ir,1tc stcc1:c;nc:i for f::::cd c::id prngrc:r:'.S . Cc~·:-:·o-: ·it.ics 
v:ould Lr: ct'.'3 i 'ic:,slc 'in suffic~c-:;t s•;~,:~;y cr:ci prcsu:-·.~'.:J:y c1t 
r cason3bly stable prices to ~cct Ll . S . food aid needs. 

If it is decid~d that the U.S. will scpport world fcad security 
defined as the avoicc:nce of fc1.,ir.e c:~ 'li1rse scale stc:r·;Jticn, 
th en fc~d aid ::o: i cios 2re clearly t:·.2 avrn~ricte i nstr~:-·2r.t 
for r.·.2e ting th::-;: cc;-:~.; it:s;::nt . ;; cec~::,ion tr.en r:-.ust be: r:2c:2 
whether io esta~1ish a sep:.rat2 stocl:pi1e for food 2.id p~r~oses 
or 'r,hethe r to continue to buy food a.id cor.;~,od ities on an 
ad hoc bas is. 

Decisions on these genera l iss~es will set the stage for a selection of 
a future U.S. food aid policy frcm among t he follc~ing options. 

Opti ons 

I 

The options belo~ set forth several alternative future strategies for 
food aid and their relationship to stockpiling cptians and other forei£n aid. 
Although the size of the various progra~s is r.otio~:a l ly quantified in ter~s 
of ~etr ic tens of grain , t~e stress in the options is on the overall a~proach 
and the objectives to be served . Option IV would ~onstitute a r el atively 
radi cal shift frcm current assistance trends and h~s not bee n el atorated 
in detail. 



I. 
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Cnticn I - A fcod ~rccr2~ li ~i~~d t o r~~tir.c dis ~st~r r elief .---· • ,- --.-- ______ __ .... . -.. .--~-- . - .-- - . --- - -- . . . 
r c2,,; 1 ;--c: ··::i:~s -- ~:·. 1~ ~-2 n:.s or s•·:,.:;si::>t 't .:)-I . j ;;--1 i i~r,~·: t.or.s OT c , .. 21!1 in r.:;s ·i: v::2rs. 

This option ~ou ld 

probab ly represent the only feJsible co urse of action under a 
conti n'..lir.'] t·ii;ht cc:-..-:-.ociity sitca.t io n~ 

would r0 c;i.lire S~'.,:; ll stodpi1es &t TTost; 

the potent i al inflationary i~pact of food aid; 

would be difficu l t to ~aint2in i n the face of pressures for expan-
sion unc~r an easy supply situation; 

would net per~it fo od aid to serve security/political or develop-
ment objectives ; 

require incrc ~sod_ dollar 0id to_ of~sct r ~Cl!:~ ions i n. feed _a~d 
fr o;-:i pre:s~nt. li::\'21S , r2;r::.1culc:r1y 1or In ·ccnHc: ; suu, ,,dci1t1cr.3.l 
dollar c:id ',·.0uld be d·i ffi cult to o:;t2in fro,-;1 Co ngress . 

be incc ns i st~nt •.-:ith any nr\·t U.S. initiJtives to r:'.oot the v:orld 
food pn,b l c:: ; 

force, th(' United S'.a tes to 1·1ithdrcv1 frc ,;1 cxi sting burc:::n sh ari n9 
a rrans;c :<: n ts ; 

This option ~ould 

foc us feed aid on activitie s for which it app2ars to have the 
hig h~st utility; 

fore go the use of feed aid for develc:~ental and broad political 
objecti ves even in years of high procuction ; 

be consi stent v:ith reasonably tis;ht ar:d cyclical cor:.:::odity sccn3.J'ios 
but would be quite restrictive under continuing l ong supply; 

require relatively small stoc kp iles for program continuity; 

limit the inflatio na ry i~pact of food aid in periods of tight supply; 

not be sufficient to permi t a long term U.S. co mmitmen t to provi~e 
continui ng food aid; 

meet with opposition fro~ the far~ bl oc and the U.S. voluntary 
agenc ies if in periods of easy supp1y set as i ~es ~ere re sL~ed . 
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(lr_1 ticn III - Ccr-,tfr,•.1e t 1:2 r-rc: s0.n t :rulti-::,,:r :: ::::::=:: fc~::! 2ic :;\'O'":: ~'. ~, 
,..., h-. · .:.-,.-· ,.. 1 ,.·r,... ,- · •, .:,- ., ::: · r~~,,·-·c..<" no,,.,.. ·• -rr rt~n,, ·-:--:.,0:0- ... -.::::.n"<... -·-s1·--;:-nre 

C, ; p. ' -_, s ..... I r: .-1 • I l ::" I V ·- 1 I I - _, ·- - .. ' • 1 l. l - .., .., __, s ..J,.,,.., :J. - .. - C - \ I ,_ .. - - ' .. 0::, ;) .. .... 

objectives as ~~11--Ship~e nts ranging 21·ound 9 million tons per year. 

The option ~0uld 

p9r~it t he fullest use of food aid to ~eet a variety of U.S. 
obj cct·iv2s ; 

be consis tent with cyclical and long supply scenarios but not 
short su~;;:,ly ; 

require a fcod aid stockpile or a relatively large co~~ercial 
stockpile if progr~8 co ntinuity is to be ma intai~ed; 

allow a long-tern U.S. cc~~ it~en t to a fixed l evel of food aid; 

permit th0 United States to encourage an increase i n burd ~n sh2ring 
a rrang C:i::,:;n ts ; 

tend to e::~coutc!<.;2 l oi--,g -ten,1 ccuntry prograr;;s ai r.'.2 d at 
general ~jli~ical cbj2ctiv 0s ; 

invol ve relatively high budget costs. 

91' t i_c r, J_~.'-=-- 'J • e f SJ d~ .. 2 j _C:_ 2 n r_: __ c'. J J_l~: '.' 2 j rj _ i ~- ... T.:> ~i_!:_J _o __ r '.ri _-:: __ .(~]''.: ('ff c _rt_ 
j t O r 2 i :) C:; r C :-. ~- i -_: C: ~,:. t: ...... ~; -.: 1 ~. n c"": r rj : ~--,:,; :. 1 

• .' ~-= : C' f1 1 (_; '. I~ ! s :·: _. ;~ I :, • ·.- :·; :; 
ap prc:.c'.·: \,·c;u ·1c ;·ic-: ·(rc:··1 ~;·J..: cunc1:.;~·:cr; 1..i12t. ·,c,·: r~:J~ riticL J.I lc·:21s 2.r1~J 
101.·: ~(c .-t'.;h uf p:-:r cc.~;·;t.3. c~:ric~l~Lir21 ~-rc;C'Jc~:icn i~, -::r.~ L~C's re: :J(c~sc:1"~ 
crHi ::::c:. l socic!l crd ccc:,e: ~1 ic orcjlc-:; for the futl,r2 . ~3ilat. (:r~:l1y or 

• thl'()••·: ·11 a r'"J-"r ~·Jl+-1'l ;-, •·ror :i "1 r.rfo i-•· ,.;,,. ''n.;'L·,, d St ;,•n s 1.1~,·10· c,.., .. , • .;,.;~-1· I l• ':.' - ~ f' c:. -..J • \., ,_. I.,,.... • .... I l, '., I I - VI { t; .• ...~ l, I. \.J ~J \.._I' • -' I ...... --

set t i r·, g t(;n-~2'..:~·.-:: c:::r,st :~·p-..:icn tar;_::~:s for c2velo::,i:--,;; cc'.: nlr ·i cs er.: '..:r,c 
poor ::.:st se~~'.cnts ·.;~--..:hin cc~r.trics. Fo:)cl ai d 1-mulc t~(' use:d to ir.crc::sc 
cun-- e:-1t ccr.s:__:·pti:;r, ';;c,;c ti~:::r '.iitn co1lc:r assistc:rc::c to e1,cot;1·2~e: pc:;;_;ii.:tion 
control and to r2ise feed production ever the int2r~ed i ute t erm . 

This option 1:ould 

perri1i t ~ajor U.S. leadership in att~cking world food pro~lE ~s ; 

be co nsistent with a long supply scenario and probably consis tent 
with- cyclicc!l ccnditions; 

be inconsistent with tight supplies; 

require l arge co rr:~e rcial or food aid sto ckpiles to ensure continuity; 

require high dollar aid as part of the entire package; 

involve a long term commitment ; 

permit a large scale international burden sharing arrange~ent; 

potentially be very costly. 
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CIEP/SM 31 

FUTURE UNITED STATES FOOD AID PROGRAMS 

I. Introduction 

. -~Jiis study of' U .·s . • foocr aid programs was requested by the 
·Ex-ecutive Director of -CIEP • iri CIEP/$M 31 of December 5 
1973, which in turn drew on the NSSM 197 study of Inter-
national Cooperation in Agric·u1 ture. A parallel study of · 
food stockpiling has been prepared in response to CIEP/SM 
30, • for joint consideration with this. paper. 

A. Background 

food aid grantsand concessional sa"ies under Public Law 480 
have constituted a significant element of U.S. domestic 
commodity programs- and foreign assistance programs for 
twenty years~ · During that period, total program costs, 
net of receipts, have been nearly $25 billion. Recent 

Id 
I 

ii 
Ii 
I 

l 
\ 
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annual costs for commodities and ocean tr.anspor_tation, --~ ___ .- w -- •.• 

although considerably lower than in the mid-1960's, have 
normally exceeded $1 billion. 

Probably the most notable aspect of the PL 480 program is 
its genesis in a domestic problem. Under agricultural 
programs of the 1950's, farm income was maintained in part 
through arrangements which caused continuing over-production, 
leading to the accumulation of large and growing government 
owned surplus stocks. Food aid shipments under PL 480 
were intended to help dispose of surplus- production. 

In addition to its surplus disposal role, the program was 
directed at three other objectives abroad: · 

expressing concretely the genujne humanitarian . 
concern of America for needy people abroad in line 
with a - long tradition of usfng food for this 
purpose 

furthering U.S. political objectives overseas by 
supporting the economies of recipient countries. 
(Food aid represented a logical extension of 
Marshall Plan techniques to the rest of the world 
at a time when those techniques still were seen 0 ~b 

I ('_.. 
I U,, 
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as leading to rapid economic advances by aid 
recipients which in turn could help reduce the 
threat of Communist takeover.) 

developing new markets for U.S. agricultural com-
modities, ultimately establishing higher commercial 
demand for commodity exports as food aid recipients 
grew economically stronger.~ 

2 

During the 1960's, P.L. · 480 was seen as an important part of 
the long term U.S. development assistance program, and by the 
m~ddle of the decade it was viewed as an - instrument for pro-
moting agricultural self-help in developing countries. 

Recently a conflict has arisen between the domestic and foreign 
aspects of the P.L. 480 program. 

In 1973/74 the huge commodity surpluses were eliminated 
because of high commercial export demand following 
production shortfalls in Rtiss·ia and elsewhere. As a 
result, PL 480 wa~ no longer ·n~eded as a disposal 
mechanism. Instead, the additional foreign demand it 
created caused some further upward pressure on already 
high prices and contributed to the clamor for export 
contrqls. 'I'here was_ a strong d_2mestic ec_on_omic case 
for stopping -food -aid. . --- - - -- - ~ 

At the same time, the importance of food aid was 
heightened abroad by the world food shortage and rising 
prices. Continuation of the program was particularly 
critical in areas affected by natural disasters such 
as Sahelian Africa, in the countries of Southeast Asia 
whose economies are heavily dependent on import 
financing by the United States, and among recipients of 
ongoing humanitarian aid, but the value of the program 
to most other eligible recipients was heightened as well. 

The conflict was reso.lved by cutting 1974 food aid shipments to 
less than half the average of the preceeding four years and 
focussing it on the critical areas. While this probably 
represented the best solution at the tim.,e, .the necessity for 
such a compromise raised serious questions about the future role 
of PL 480. 

B. Factors Giving Rise to the Study 

Given ·the possibility of continuation or a later recurrence 
of world food shortages with the resulting conflict between 

I 

I 
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the domestic agricultural objectives and the foreign 
policy objectives of PL 480, a careful reassessment of 
food aid is necessary. The relationship of food aid to 
the various stockpiling schemes, particularly proposals 
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for stockpiles held in or earmarked for developing nations, 
must also be examined. Moreover, the worldwide review 
of the food situation at the November World Food Conference 
makes a reassessment at this time particularly important. 

C. Purpose of the Study 

•'I'he object of this study is to facilitate decisions on the-
overall future scope and direction of U.S. food aid and 
related decisions on the stockpiling proposals in CIEP/SM 
30. The material below draws on a series of draft papers 
which were prepared by personnel .of agencies involved in 
the operation of the PL 480 program, primarily the State 
Department, the Agency for International Development (AID) 
and the Department of Agriculture (USDA). It sets forth 
some factors which will bear on any decision about future 
food aid and presents some possible program options. 

The time frame considered is the next six years -- 1974-1980. 
The commodity focus is on grain--wheat, feedgrains and rice 
and their products -- which have comprised, and are likely 
in the future to comprise, the bulk of U.S. food aid ship--
ments, although vegetable oil, cotton, and limited amounts 
of tobacco have also been provided annually in the past. 

The conclusions drawn about food aid are general in nature. 
Precise future estimates of world food supply and demand, 
prices, and U.S. commodity program decisions cannot be 
made nor can specific future costs and benefits of PL 480 
programs be predicted with any certainty. Nevertheless, 
relative judgments are made and the broad implications of 
policies and progra~s are described. 

• 



/ 

II. The Future Commodity Situation 

A. World Prospects 

The events of 1973/74 have given emphasis to the fact that 
the U.S. agricultural economy and our food aid activities 
will be heavily influenced by the world food situation, 
particularly during peribds of world shortage. Predicting 
this interaction, even in terms of~a reasonable range of 
outcomes--i.s, of course, difficult. The views of .analysts . 
outside the -government range from deep pessimism about 
world _food availabilities to cautious optimism. A major 
~xercise to make such projections taking into account the 
energy situation is being undertaken by the Economic 
Research Service (ERS) of USDA, but results were not 
available for this study. 

Some perspective on future availabilities and needs for 
food aid can be obtained from two ERS exercises completed 
late in 1973. One exercise examined world grain supply 
and demand trends to 1985, from which 1980 data have been 
extrapolated for this study. It assumed few radical 
departures from historical trends of the past 20 years and 
assumed average weather (eliminating very good and very 
bad years), mid-range population growth (about 1 percent 
in developed co~ntries and·2.5 percent ~n LDC's) - and 
continuation of most current agricultural policies. A 
variant was projected from this base, assuming greater 
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• ·emphasis on livestock production in the developed countries 
·and higher growth and foreign aid receipts in developing 
nations, resulting in higher world grain demand. A 
second exercise looked at the capacity of the U.S. 
agricultural sector under similar conditions and assuming 
the availability of adequate production inputs and assuming 
fair financial returns to farmers. 

The studies indicated that under either set of demand 
assumptions the United States would be likely to have 
excess production capacity. Although it was not possible 
to be precise about the amount of excess capacity involved, 
it can probably be concluded that under these assumptions, 
the United States would have the capa~ity to mount food 
aid programs at least in the range of the 8-10 million 
tons of grain programmed in the 1969-72 period and possibly 
somewhat higher . 

. B. Prospects for Developing Countries 

In projecting LDC food requirements ERS built on past 
trends which dramatically illustrate the problem many 
of these nations face in their food sectors. Agricultural 



production in the LDC's as a group was estimated to rise 
at nearly 3 percent per year -- about the same as the rate 
for both developed and developing nations over the past 
twenty years. On a per capita basis however, most of 
this gain would be lost to the LDC's assuming the 2.5 
percent population growth estimates used. Per capita 
production would increase at only about one half of one 
percent per year rendering these countries dependent on 
increased imports for any significant improvement in per 
capita consumption. Thus, raising the presently low . 
nutritional levels of many of the poorest LDC citizens 
could only be achieved by LDC financed food imports 
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{reducing foreign exchange availabilities for other purposes 
•including investmen~) or through food aid. The .magnitude 
of the malnutrition problem is so great however that U.S. 
food aid alone could have only a very limited impact if 
spread among all of the poorer developing countries. A 
program of 10 million tons of grain, about the level 
of 1969-72, would add less than 4 percent to the grain 
consumption of the non-grain exporting LDC's and less than 
t;wo percent -to total caloric -consumption. 

C. World Commodity Scenarios 

Because the projections above do not take into account 
variations in the weather, possible policy changes, the 
current energy situation, ·and other factors, they cannot 
be regarded as definitive. The current wide range of 
uncertainity about future world food prospects requires 
consideration of at least three hypothical world food 
scenarios against which to test program and policy options. 

Scenario 1 Short supply - Under this pessimistic scenario 
world stock levels would remain low during most of the 
next six years and prices would be high. Stockpile 
btilding would not be feasible and even small increases 
in demand or decreases in supply would have a noticeable 
upward impact on prices. Although this scenario may not 
be likely, a combination of bad weather and fertilizer 
shortages might produce such an outcome at least over 
the next several years. 

• 
Scenario 2 Long supply - An optimistic scenar10 along the 
lines of the ERS exercises would project a rapid return 
to high stock levels and excess productive capacity. Land 
retirement would be called for in the U.S., creating the 
opportunity to meet commercial demand at reasonable prices 
and to build stockpiles and/or to mount a large scale food 
aid program. This option, while attractive and seemingly 
possible in view of the likeiy record grain crops this 

\ 

\ 
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year and the ERS projections, calls for continuing good 
weather, readily available inputs and favorable economic 
incentives for farmers. Its probability is open to some 
question. 

Scenario 3 Cy clical conditions - Under this scenario world 
grain production wou l d gradually rise over a period of 
several years to the point where tJ-:-S. land retirement 
could be called for. Nevertheless, during at least one 
year \'fOrld production' could dip well below trend. While 
this scenario reflects the var iability of weather, other 

,growing cond itions and possible limitation? qn inputs _, _, . _ 
it too must be regarded as a hypothesis. • 

• 
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III. Food Aid, Dollar Aid, and Stockpiles 

Aid in kind in the form of food is, of course, only one 
of a number of forms of foreign assistance which may be 
employed in achieving U.S. objectives. Dollar aid, 
particularly development loans and supporting assistance 
grants have many similarities to food aid in their economic 
impact. Concessional stockpiling represents a variant on 
food aid which must be considered in conjunction with 
future food aid plans. This section describes briefly 
the major characteristics and interrelationships of these 
aid forms. 

A. The Existing Food Aid Program 

Through the PL 480 program, the United States has provided 
food mainly to meet current consumption and working stock 
replenishment needs in developing countries. The law 
does not preclude food shipments designed to build more 
substantial LDC stocks, and a few programs to build buffer 
stocks have been carried ou~ notably in India. 

PL 480 Grain Shipments 
(in millions of metric tons 

including grain equivalent of products) 

Fiscal Years 

Commodity 1968 1969 1970 1971 1972 1973 1974* 

Wheat 10.8 7.0 7.7 6.7 6.4 4.2 1.9 
Feedgrains 2.1 1.0 1.4 1.3 1.5 1.5 1.3 
Rice .7 1.0 1.0 .9 1.1 1.0 . 6 

Total 13.6 10.1 g:o 6-:? 

* Program Plan 

As the table above shows, the amount of grain shipped under 
the program has gradually decreased from 13.6 million tons 
in 1968, which included large shipments for South Asia drought 
relief, to no more than 3.8 million tons this year, 
reflecting the cutback discussed above. In between, as 
better weather and the use of improved seed varieties 
raised LDC grain production, particularly in India, the 
program held to a grain shipment level of about 9 million 
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tons a year of which normally 75-80 percent represented 
Title I sales and the remainder grants under Title II. 
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Two main characteristics of the PL 480 program differentiate 
it from other forms of foreign assistance. 

First, it has been restricted to the provision of a limited 
gro~p of ag r icultural commodities-~ those for which 
government commodity programs have neen in effect, 
mainly grain. Several related characteristics flow from 
this: . 

r As pointed out, decisions on the use of PL 480 
are and will be heavily influenced by external 
factors which override normal programming 
considerations. The current year has demonstrated 
PL 480 can operate in a procyclical manner with 
programs being cutback at a time when there is 
greater need for them. 

PL 480 -provides only consumption goods, 
predominately foods. The program may directly 
raise food consumption levels in recipient 
countries to the extent that _the commodities 
provided are in addition to what would otherwise 
have been imported. -Even more specifically, 

;/ 
(/ 
I 
I 
l -

through Tit-le II the prog-ram..: may raise c'onsumptibn ___ - .----•--:···· 
levels of specific groups within a country. To 
the extent that the commodities provided substitute 
for what would otherwise have been imported, the 
Impact of PL 480 is less direct. It frees 
foreign exchange and financial resources for other 
purposes either consumption or investment, exactly 
which being difficult to determine because of 
fungibility. Moreover, whether food aid in 
fact leads to additional consumption or not 
cannot be accurately determined. The general 
presumption has been that Title II has a relatively 
high degree ·of additionality and Title I a high 
substitution content except in time of substantial 
recipient food shortages. 

Finally, external factors can limit the amount of 
PL 480 which can be provided to a given recipient 
despite the budgetary flexibility noted below. 
The legislation provides that PL 480 be additional 
to traditional commercial imports, normally 
calculated on the average of the previous three 
to five years. While this restriction may be 
waived in cases of extreme hardship, it is a 
limiting factor in many countries. The upper 
limit is represented by the desired consumption 
level which the recipient wishes ·to reach above 
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the usual marketing requirements. 

Second, PL 480 is the only foreign assistance program 
which is relative ly free from congressional appropriations 
restraints. To the extent that annua l appropriations 
are not sufficient to finance a desired program level, the 
PL 480 _program may draw on CCC borrowing authority to 
provide-~f _1._1E ds. This authority could provide well over a 
billion do fTru£:~. in additional financing in any one year. 
Subsequent years appropriations reimburse CCC for the 
expense. This flexibility enables PL 480 to serve as a 
contingency fund for rapid U.S. response to a variety of 
requirements including disasters and in meeting budget 
and balance of payments requirements in key recipient 
countries. 
With those characteristics in mind, certain general 
conclusions may be drawn about the effects of PL 480. 

Where the benefit to be obtained can be achieved 
by raising or maintaining food consurnptio~ 
PL 480 is clearly an appropriate form of 
assistance. 

Where policy places high priority on the provision 
of assistance in any form, i.e., ~n budget or 
balance of payments support situations, PL 480 
is also appropriate and, if other. sources of 
financing are limited, occasionally indispensable. 

Where an increase in overall or sectoral productivity 
is the desired effect, the impact of PL 480 will be 
less direct. 

B. Dollar Aid 

Achieving U.S. objectives through foreign assistance 
programs not tied to food shipments offers a possible but 
not probable alternative to PL 480. Specific comparisons 
are made in the benefits section below. 

The main form of food aid which offers substitution 
possibilities with dollar aid is Title I commercial sales. 
The two forms of dollar aid to which Title I assistance 
is most clearly related are supporting assistance grants 
and development loans. Like the former, Title I sales are 
a relatively fast disbursing form of aid although they 
do involve a debt burden inappropriate in countries with 
relatively poor balance of payments prospects such as t ·: fORb 
Cambodia or Sahelian Africa. <,.v 

.... o:i 
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The softest Title I terms are identical with those for 
development loans and concessional food sales are similar 
in many respects to program lending. The current develop-
ment assistance strategy, however, is moving away from 
program loans toward specific projects aimed at critical 
development bottlenecks, affecting the poorest groups in 
the LDC's. Under this approach food aid could substitute 
only for sector development loans designed to generate 
local currencies and linked to sect~ral policy reforms. 

Despite the technical potential for substitution of dollar 
aid for food aid, such a trade-off has not been feasible 
in recent years because of deep Congressional cuts in 
dollar assistance appropriations. Food aid has thus 
tended to substitute for dollar aid shortfalls. It appears 
unlikely that dollar aid will be available in large enough 
amounts in the future to constitute a significant substitute 
for food aid. 

C. Stockpiling Proposals 

The establishment of stockpiles earmarked for concessional 
disposal is one means of avoiding procyclical cutbacks 
in ongoing food aid programs and making up major crop 
shortfalls in developing countries in times of world food 
shortage. The need for such a stockpile is based on the 
assumptions that 

• 

a major world food shortage is relatively likely 
in the future 

future procyclical cutbacks in food aid will be 
unacceptable 

the cost in terms of budget outlays and price 
increases of buying commodities on the market at 
such times is also likely to be unacceptable. 

Under the current approach to food aid with its require-
ments for maintaining usual commercial marketings, a conces-
sional stockpile could not directly be used to mitigate the 
impact on developing nations of the price increases in their 
commercial imports -- which in some ca~es could have a greater 
adverse effect than either crop losses or food· aid cutbacks. 
New legislation and new international rules on the provision 
of food aid would be needed to address this latter problem. 

Two sets of circumstances would diminish the need for conces-
sional stockpiles 

Ongoing food aid programs could be held to. a level 
low enough that program continuity could be 
maintained even with relatively small world stocks. 



sufficiently large unearmarked world stocks could 
build up or be consciously created to protect a 
relatively large ongoing program. 

Several other factors affecting a decision on concessional 
stockpiling should be taken into account 
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Advance earmarking of stocks for developing nations 
will limit future flexibility in overall supply 
management. It prejudges future choices between 
domestic, commercial export and food aid needs. 

The cost of carrying a large concessional stock-
pile could be quite high in a long supply situation 
or during an extended cyclical upswing. 

Unlike the price mechanism which would govern the 
release of stocks for general use under unearmarked 
stockpile schemes, release of concessional stocks 
owned by the United States or an international 
body would require difficult judgments about 
individual country needs, and would be complicated 
by foreign policy considerations. 

These points argue for a cautious approach to earmarked 
concessional stocks and raise questions of their domestic 
political acceptability and international negotiability. 

In addition to schemes involving international or donor-
owned concessional stocks, stockpiles could be established 
in the developing nations through regular food aid ship-
ments or the LDC's could take ownership of stocks located 
in exporting countries. It would be difficult, however, 
to develop any advance worldwide scheme for such arrange-
ments as opposed to ad hoc, country-by-country arrangements. 
Given continuing pressures on food supplies in the LDC'~ 
the building of buffer stocks would only be feasible 
during a period of substantial above trend production in 
the recipient country. Moreover, such stockpiling would 
need to be part of a well planned agricultural stabilization 
scheme, and the costs and benefits should be carefully 
assessed. Establishing buffer stocks~in the LDC's would 
have the disadvantage of limiting the flexibility of 
total concessional stocks in meeting world disaster relief 
needs. 

1/ 
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CIEP/SM 30 presents preliminary analysis and a set of 
options including both unearmarked and earmarked conces-
sional stocks, indicating the pros and cons of the various 
options. The options in this paper are presented in terms 
of the type of stockpile needed if program continuity is ~-f~~b; 
judged to be important. 2 ! 
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IV. The Benefits of Food Aid 

Under the present short supply situation, the cost of 
food aid in budgetary and economic terms has risen to 
the point that food aid is at least as expensive as 
dollar aid if not more so. The possibility that this 
situation could continue or recur requires a reexamination 
of the benefits to be obtained froIB;._food aid. 

·The -assessment of the • absolute effectiveness of any form 
of foreign assistance is an extremely difficult task. 
Only general conclusions can be drawn. In arriving at 
such conclusions about food aid, this study has examined 
it in terms of the major categories of objectives it 
has been deemed to serve. 

The task is complicated by the fact that most food aid 
programs serve several objectives simultaneously. 
Neverthel~ss, there is some analytic value in attempting 
to identify the primary purpose of individual country 
programs under Title I. The table on the following two 
pages represents an effort to categorize food aid programs 
by primary objective over the past five years. While it 
does not reflect full interagency consensus on the 
categorization of each individual program, the general 
trends in program emphasis seem reasonably clear. 

As the table shows, there has been gradual increase in the 
proportion oft.he total program aimed primarily at 
security/shorter-term politic~l objectives from about 
16 percent in 1970 to 29 percent in 1973. The sharp 
commodity cutback in 1974 coupled with the high priority 
accorded to food aid for Southeast Asia preempted most of 
the limited Title I conm1odi ty availabilities, increasing 
the share of the total program directed at security goals 
to 57.9%. Conversely programs primarily serving economic/ 
development/longer-term political objectives have declined 
steadily from 57.6 percent to 14 percent of the total during 
the period. Apart from the growing emphasis on security 
objectives, the decline is in part accounted for by the 
shift in the Korea program from a development orientation 
(under which it would have been phased~ out) tq large 
scale shipments in compensation for voluntary textile 
export restraints. This has led to the creation of a 
separate category for the program after 1970. 

Grant food aid under Title II, all of which is attributed 
in the table .to humanitarian objectives, has ranged from 
24 to 37 percent of the total program with much of the 
fluctuation caused by the rise and fall of emergency and 
disaster relief shipments. Programs specifically and 
primarily aimed at agricultural market development have 
constituted only a small proportion of the program --
1-3 percent. 
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P.L. 480 Programs Bz Objective / (Title I programs shown by country) 
(Commodity Costs in millions of dollars) Program 

Actual Plan 
1970 1971 1972 1973 1974 I J 

I 
Security/Shorter Term I 

Political 

Indochina/Asia 
Cambodia 0.9 . 9. 8 29.1 194.2 
Thailand -- 2.9 28.1 
Vietnam 124.0 117.2 108.4 176.9 304.2 

Subtotal 124.0 118.1 118.2 208.9 526.5 
·-~-

Middle East 
Israel 41.0 50.7 49.8 45.7 39.4 
Jordan 1.2 1.9 5.8 6.8 
Lebanon 6.4 6.1 

Subtotal 41.0 58.3 57.8 51.5 46.2 

Base Rights 
Iceland 0.6 0.8 o_. 6 0.7 0.5 
Portugal -- 17.9 10.4 

Subtotal 0.6 0.8 0.6 18.6 10.9 

Shorter Term Political 

Burma 1.9 
Guinea 1.9 4.6 5.1 3.2 3.0 
Guyana 0.1 0.3 0.2 
Liberia 1.0 1.6 
Sierra Leone 0.5 
Taiwan 9.7 5.1 4.5 
Zaire 2.3 1.1 2.3 0.3 --

Subtotal 6.2 16.7 14.6 8.2 3.0 
Total Security/STP 171.8 193.9 191.2 287.2 586.6 
% of Total P.L. 480 (15.8) (17.6) (17.4) (29.4) (57.9) 

Commercial/Political I Korea 130.8 151.2 149.4 6.0 ' % of Total P.L. 480 (--) (11.9) (13. 7) (15.3) (.6) 
• Humanitarian I 

Title II I 
~ergency 31.9 46.2 160.8 82.5 58.0 
Other 231.1 256.6 242.9 207.5 209.0 · 

Total Humanitarian 263.0 302.8 403.7 290.0 267.0 l % of Total PaL. 480 (24.2) (27.5) (36. 7) (29.7) (26.3) I 
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Program 
Actual Plan 

1970 1971 1972 1973 1974 

Economic Development/ 
Long Term Political 

Afghanistan 3.0 3.0 6.3 1.8 
Bangladesh .... 38.1 
Bolivia 7.2 0.4 3.9 2.7 13.8 
Chile ··-- 9.2 
Colombia 5.2 8.1 5.2 3.6 12.1 
Dominican Republic 6.2 8.9 12.4 0.1 0.5 
Ecuador 2.1 4.7 5.6 1.2 
Ghana 17.8 11.0 6.5 2.4 
India 186.8 146.6 33.4 
Indonesia 128.7 126.6 114.9 103.8 10.8 
Jamaica 0.8 
Korea 99.0 
Morocco 2.9 17.5 24.8 1.2 9.3 
Pakistan 85.4 63.6 67.2 70.6 30.1 
Paraguay 1.5 2.7 1.6 
Philippines 9.5 9.2 20.4 23.3 7.0 
Sri Lanka 7.3 8.1 21.2 10.9 4.4 
Sudan 1.1 5.0 
Tunisia 16.8 12.1 14.1 3.5 8.6 

'---• Turkey 37.1 20.1 3.1 
Totai Economic Dev/LTP 625.7 437.9 339.7 230.6 141.7 
% of Total P.L. 480 (57. 6) (39.7) (30.8) (23.4) (14. O) 

Market Development 

' Brazil 22.2 22.6 1.1 
Iran 2.4 12.9 13.6 7.4 7.9 
Jamaica 0.5 0.2 
Korea 4.3 
Uruguay 0.3 1.5 12.7 
Total Market Dev. 24.9 37.0 15.2 20.3 12.2 
% of Total Title I (2.3) (3.4) (1.4) (2.1) (1.2) 

TOTAL P.L. 480 1085.4 1102.4 1101.0 977.5 1013.5 
• 
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A. Security/Shorter Term Political Objectives 

Although in a broad sense most food aid programs can be 
considered as serving political ends, the establishment of 
this category of objectives represents an effort to be 
somewhat more specific. The country food aid programs 
included under this heading in the table above either 
would not have been carried out o:r:u-would have been some-
what smaller in size if based solely on dev~lopmental and 
other . standard PL 480 criteria. Other country programs, 
notably the large scale food aid efforts in Indonesia 
~nd Pakistan have a high political content also but are 
provided in the context of a major U.S. development 
assistance program. 

Programs under this heading may be divided into two 
sub-groups. In one group there are the relatively large 
scale security-related programs in Southeast Asia and 
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the Middle East along with programs explicitly undertaken 
to protect base rights. In the second group are programs, 
usually small in size, frequently aimed at less specific 
goals such as the maintenance of continuing good relations. 

With respect to the security related programs, food aid 
cannot be judged an inherently more effective form of 
assistance than the grants of dollar aid which comprise 
the bulk of U.S. economic assistance designed to achieve 
such objectives. Dollar grants for general commodity 
imports can provide recipients with the greater economic 
flexibility which is normally desirable in security-
related budget and balance of payments support situations. 

Nevertheless, two aspects of food aid, under current 
legislation, have made it an effective substitute for 
qollar grants. First, concessional food sales constitute 
a fast disbursing form of aid available on soft terms, and 
unencumbered by the host of economic criteria accompanying 
development loans -- the other potential substitute. 
Second, because there is no effective legislative limitation 
on the size of the annual PL 480 program, food aid can 
be initiated or increased in a recioient country in the 
absence of other aid. The main 
program limitation on security related food aid is the 
absorptive capacity of recipients for commodities. A 
second potential limiting factor is the willingness of the 
Congress to permit food aid to be used on a massive scale 
fo~ security objectives. 

Where priority for assistance is high, where commodity 
import financing is called for and where other sources of 
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funding are unavailable, food aid represents an effective 
form of assistance. As a corollary where security 
objectives require high levels of food aid, the assurance 
of program continuity provided by earmarked or relatively 
large food stockpiles becomes relatively more important. 

Where food aid is directed at other political objectives, 
its value is more doubtful. With ·respect to those 
programs intended to maintain good relations or transmit 
a signal of U.S. interest, the effectiveness of any form 
of assistance is open to some question. Such programs 

' tend to proliferate and require continuing annual ship-
ments which can -put pressure on availabilities for higher 
priority uses. Because the quantity of assistance needed 
in such cases is difficult to determine, shipments tend to 
gravitate toward the level of prior years. Without 
adequate stockpiles these programs will cut back in times 
of short supply with adverse political ramifications, yet 
it is questionable whether stockpiling is warranted to 
assure their continuity. 

Given the difficulty in relating the provision of food 
aid to political outcomes, as a general rule it would 
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appear that food should be provided only where the objective 
is relatively specific. 

B. Humanitarian Objectives 

i:.ood aid grants under Title .II, which are normally provided 
directly to individuals in recipient countries, are broadly 
justified on the basis of humanitarianism although these 
grants can also serve developmental and political purposes. 
The Title II program has been popular with the public 
and the Congress even during periods of tight food supplies. 
The importance attached to humanitari~n aid led to the 
continuation of the greater part of the ongoing Title II 
program in 1974 when other food aid was being sharply 
reduced except for Southeast Asia. Continuation of the 
Southeast Asia programs without maintaining humanitarian 
food aid would undoubtedly have aroused congressional 
hostilities. 

The Title II donation program may be divided into 
two major segments: emergency/disaster relief and ongoing 
or regular feeding activities. 

LIMITED OFFICIAL USE 



17 

Food donations have been very effective in alleviating 
hardship and preventing starvation in emergency and natural 
disaster situations in the poorest countries. Food is 
frequently the largest and most immediate need in these 
situations. Food aid in donation form is particularly 
appropriate for the poorest countries, and where specific 
areas or groups of people have been affected. Concessional 
Title I sales are more appropriate in other instances. 

The relatively unrestricted food aid authority permits 
rapid and large scale responses to disasters. Except in 
the case of relatively small disasters which can be met 
from the limited foreign assistance contingency fund, 
grant dollar aid to meet emergencies requires congressional 
authorization and appropriations , normally preventing the 
immediate response necessary in disaster situations. 

Determining the appropriateness of food aid to the ongoing 
activities under the present Title II prog·ram is more 
difficult. The broad objective of these activities is 
improving the welfare of the poorer segme 1ts of LDC 
societies by an income transfer -- in these cases through 
the transfer of food. Grant dollar aid potentially could 
have the same effect as food aid at somewhat lower 
administrative costs. A dollar grant welfare program for 
poor people abroad would not; however, win much acceptance 
in the United States, in part because dollars are mor e 
likely to be diverted from the intended recipients. Food 
aid grants, on the other hand are accepted as providing 
a more direct U.S. response to a basic human need abroad. 

Given the case for food aid as a means to humanitarian 
objectives, there remains the complex problem of how it 
should be programmed. The magnitude of poverty in developing 
countries makes the need for food aid open ended both in 
size and duration. The available U.S . resources are 
hardly sufficient to have a meaningful welfare impact 
worldwide. One criticism of the Title II program has 
been that it spread resources thinly among a number of 
countries and activities . Food aid also has tended to be 
provided where distribution was easiest rather than 
where the need was greatest or where the potential 
nutritional benefits inherent in providing food were greatest. 

In recognition of these problems, the Title II program has 
over time shifted to a high priority ~mphasis on providing 
nutritionally significant types and quantities of food to 
the groups judged most vulnerable to the effects of 



malnutrition -- pregnant and lactating mothers and 
preschool children. Effective programs in this area are 
difficult to design and require recipient government 
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support if they are to have lasting impact. Thus maternal 
child health (MCH) programs have only slowly become a larger 
proportion of ongoing Title II activities, reaching 24 
percent in 1974. While future program growth in this 
area may also be slow, it represents potentially a highly 
effective means of providing food aid. 

Second priority in programming Title II shipments has been 
assigned to food for work activities, which have replaced 
the former family feeding projects. Under these programs, 
which have ranged between 15 and 30 percent of ongoing 
programs, the assurance of nutritional impact on vulnerable 
groups is traded off against economic and community develop-
ment benefits. The importance of aid in the form of 
food to these activities is not as clear as with MCH . 
Program effectiveness does depend on careful planning 
and organization to maximize impact of the small scale, 
village level projects . Where such a management capability 
does exis~ this type of activity has been judged to be a 
highly effective means of providing food aid grants. 

Nearly 50 percent of ongoing food aid is provided through 
school feeding programs which are aimed at producing 
nutritional benefits while improving school attendance 
and educational performance. Existing organizational 
mechRnisms of the eduction system can be used to facilitate 
distributing the food. Nevertheless, because these 
programs are not specifically targeted at the nutritionally 
neediest groups, and because they tend to spread nutritional 
resources thinly, school feeding activities are being 
assigned a lower priority in the allocation of Title II 
resources. 

C. Economic Development Objectives 

In the past a major portion of the concessional food aid 
sales were provided as part of the U.S. development assistance 
program in recipient coun tries. More specifically, in line 
with the 1966 amendments to PL 480 sales agreements must 
link food aid to recipient measures to improve agricultural 
performance. 

Much attention was given to these self help conditions 
during the mid 1960's, reflecting the more interventionist 
style of the foreign aid program at the time. On several 
occasions the conclusion of agreements was delayed pending 
assurances from recipient governments that they would 
provide increased resources to promote food production. 4fo~b, 

. ~· < 
..., o:> 
< = 



This approach tended to produce bilateral confrontations 
with adverse political ramifications. 
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With the shift to a less interventionist approach in recent 
years, self-help stipulations have been given little 
emphasis. Concessional sales have been treated more as 
general budget/balance of payments support similar to 
dollar aid program loans. 

The relationship of food aid to development is indirect. 
To the extent that food aid provides long term financing 
for imports that would otherwise have been made, it does 
free foreign exchange for other uses including investment 
in physical production and human resource capacity. Whether 
productive investment will result from food aid is of 
course very difficult to determine. 

To the extent that concessional food sales result in 
additional food imports, they are unlikely to produce 
economic growth and may serve as a disincentive to LDC 
agricultural production by depressing prices, although 
this latter outcome is uncertain. 

Many arguments for and against the effectiveness of food 
aid were presented during the course of the study. The 
value of food aid as a means of non-inflationary budget 
support was cited as well as its use in restraining 
excessive food price increases, permitting governments to 
pursue expansionary economic policies without undue 
hardship to consumers. Conversely, it was pointed out 
that food aid may encourage population growth and divert 
the attention of recipient governments from the needs of 
their countries' agricultural sectors. 

N::>ne of these arguments can be very clearly joined outside 
the context of specific country programs. The effectiveness 
of food aid in a country context will depend on careful analysis 
to determine its likely economic impact and, as necessary 
on the setting of conditions related to its use. This 

~oes not, on the whole, appear to have been the pattern 
in recent years for determining what countries shall receive 
food aid and in what amounts. Moreover to adopt such an 
approach may lead to excessive intervention and confronta-
tion. Nevertheless, in the absence of careful programming, 
P.L. 480 cannot be considered a highly.effective economic 
development instrument. 
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D. ~arket Development Objectives 

Although relatively few PL 480 programs are undertaken 
solely for market development purposes, the program as a 
whole has been viewed as contributing to this goal. 
Food aid aimed at other objectives can introduce U.S. 
commodities and suppliers to recipients, promote long 
term supply relationships and protect traditional U.S. 
markets for some commodities through tied commercial 
import requirements from the United States as a condition 
of PL 480 sales. Evidence of the success of food aid in 
promoting markets has been found in East Asia where former 
PL 480 recipients such as Taiwan are now large scale 
commercial importers of U.S. commodities. 

Where PL 480 programs are undertaken with no other aim 
than market development the question of cost becomes a 
greater factor. Specific benefits should be apparent 
before the soft credit terms of PL ij80 ar . e mployed. The 
question of the future role of PL 480 in market development 
is, however, best examined in the context of broad U.S. 
export promotion policies. 

Given continuing congressional interest in the use o f 
Pi 480 for market development and the relatively small size 
of the specificly targeted programs, market development 
activities could be continued without significant impact 
on the rest of the food aid program. 

• 
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V. Costs 

When the United States faced surplus production difficulties, 
the true cost of PL 480 to the budget was considered to be 
substantially lower than the market price at which commodities 
were purchased. The differential was accounted for by 
domestic commodity program costs which would have been 
incurred if commodities were not shipped overseas under 
PL 480. A CEA staff analysis indicates that in 1970, for 
every dollar of food aid shipped about 35 cents was saved 
in farm program costs. In addition the present value of 
the loan reflows under Title I (at a 10 percent discount 
rate) reduced the budget cost by another 33 cents. By 
1974 this calculation was no longer valid. Farm program 
costs affecting PL 480 had dropped to zero, and the program 
was creating some price pressure. 

Under new farm legislation covering most commodities 
shipped under BL.480,high production including production 
for food aid, will be a major objective so long as market 
prices remain above target or minimum price levels. Under 
these circumstances, food aid costs will equal the market 
value of the commodities. Should market prices begin to 
fall below these targets, government payments to farmers 
are required to make up the difference. Because of the 
potentially high budget cost of such government payments, 
farm programs to retire acreage from production are likely to 
be instituted to maintain prices above targets. If there 
is a likelihood of large overproduction requiring the 
retirement of substantial amounts of land, set-aside pay-
ments to farmers may be necessary to assure land retirement. 
To the extent that an increase in food aid would reduce or 
obviate the need for set-aside payments, the real budget 
costs could be considered as lower than the market value 
of the commodity shipped by the amount of the savings in 
set-aside costs. These costs offsets cannot now be 
predicted with any accuracy. 

The fact that food aid would be relatively cheaper in 
budgetary terms when it reduces set-aside payments does 
not necessarily argue for its use. Stockpiling could 
represent an alternative to food aid for current consumption 
depending on the costs and benefits of the particular 
stockpiling scheme. Moreover, there will still be 
substantial additional costs associated with food aid. 
F'rom a domestic commercial viewpoint "food aid represents 
the least cost/effective means of dealing with excess 
capacity. 



Several factors affecting the Title II program costs are 
worth a special note. First, of course, costs are not 
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offset by loan repayments. Second, in addition to the basic 
commodity costs, food donations involve processing, 
packaging, and fortification costs of perhaps 20 percent of 
total commodity value. These costs presumably increase 
the effectiveness of donations in achieving their 
humanitarian objectives. 

Third, Title II also involves larger freight costs than 
Title I. The full cost of all commodities shipped is 
grant-financed under Title II whereas only the differential 
between U.S. and foreign flag freight rates on bulk 
shipments is financed as a grant under Title I. As a 
result, freight costs for Title II shipments amount 
currently to 36 percent of commodity costs versus about 
5 percent for Title I. 

Finally, Title II shipments probably involve a high 
proportion of additiona l demand with resulting price 
raising potential. Thus, while food donations appear to 
be an effective means of achieving certain h umanitarian 
objectives,a careful cost-benefit calculation would be 
in order for individual programs. 

• 
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VI. Public and Congressional Attitudes 

Public attitudes toward foreign aid are, of course, 
difficult to gauge except in general terms. There appears 
to be a continuing broad base of public support for food 
aid, at least for humanitarian assistance directed at 
the poor, particularly in disaster situations. High 
food prices and potential food shortages do not appear to 
have weakened this sentiment in the short-tun, although 
the long-run impact of continuing tight supplies would 
be difficult to forecast. Public support for development 
assistance does not appear especially strong or if so 
is not effectively registered through the Congress. 
However, the humanitarian aura surrounding food aid 
probably tends to make the public more receptive to the 
use of food to promote development. The use of food for 
security related purposes arouses the most vocal and 
specific public opposition, although this has not to 
date had a significant impact in Congress. 

Any decision to stop using food for disaster aid or to 
eliminate food donation programs would meet with strong 
public opposition, effectively mobilized by the U.S. 
voluntary agencies. Beyond this, increases or decreases 
in food aid are unlikely to attract much public interest. 
The public might, however, be mobilized behind a major 
U.S. food aid initiative in response to the world food 
problem particularly if such an initiative created an 
image of strong U.S. leadership in the world and involved 
an international burden sharing arrangement. This support 
could become quite significant if there were a dramatic 
threat of starvation abroad and falling food prices at 
home. 

While Congress in general mirrors these public attitudes, 
the critical viewpoints are in the farm bloc and specifically 
in the agriculture committees. As long as these committees 
have jurisdiction over the program, any conflict between 
U.S. agricultural interests and food aid objectives is 
likely to be resolved in favor of the former. In this 
sense, food aid will continue to be a residual program. 
Removing food aid from agriculture committee jurisdiction, 
however, would probably also entail a shift in financing to 
the Foreign Assistance Appropriation9 Act. In turn, this 
would probably remove the access of the food aid program 
to CCC borrowing authority and hence the vital flexibility 
available to the program would be lost. 



Except in short supply situations, where they would 
probably favor traditional commercial export customers 
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over food aid recipients (aside from the most critical 
cases), the Agriculture Committees are likely to support 
large scale food aid. Moreover, they are likely to oppose 
restrictive amendments on food aid (which tend to be 
pushed in the foreign affairs/relations committees), 
provided that the food aid program involves some market 
development activity, appears responsive to specific 
commodity interests in its implementation, and is not 
entirely oriented toward security related activities. The 
committees will insist on a relatively high ratio of 
credit sales to grants. Any effort to phase out the food 
aid program would meet with Agriculture Committee 
opposition. Congress as a whole is unlikely to override 
the Agriculture Co~i.IUittees' positions . 

• 
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VII. Multilateral Aspects 

A. Burden Sharing 

Since the early 1960's the U.S. has, with some 
success, encouraged other countries to share the food aid 
burden;but the U.S. remains by far the largest donor. Our 
share of total food aid dropped from 95 percent to 76 
percent between 1960 and 1972. Two arrangements for burden 
sharing have been encouraged. 

The UN World Food Program (WFP) which serves 
as a channel for food aid in which the U.S. 
share of the $220 million annual program for 
each of the next two years will be 32 percent. 

The Food Aid Convention (FAC) of the International 
Grains Arrangement, a food aid accounting 
mechanism for wheat and feedgrain shipments, 
in which the U.S. share is 1.9 million tons 
or 45% of the 4.2 million ton total. 

Although there is no prohibition on attributing grain 
. provided to the WFP against the FAC commitment, the U.S. 
traditionally has not done so. Thus the total U.S. grain 
shipment obligation under both arrangements would be about 
2.5 million tons, well below the 3.8 million tons to be 
shipped under P.L. 480 in tight-supply 1974. 

In addition to the value of burden sharing itself, FAC and 
to a lesser extent WFP have been seen by the U.S. as a 
means of diverting other countries' commodities from 
commercial channels, enhancing U.S. commercial export 
prospects. No sacrifice for the U.S. has been involved 
because, for other reasons, P.L. 480 shipments have been 
far above the U.S. obligation under the arrangements. 
While FAC has served the dual purposes of burden sharing 
and diversion to date, it is not certain that U.S. exports 

· have benefitted significantly thereby. The EEC is now 
questioning the value of extending it for the future. 
There is no very good basis for assuming that other 
donor nations will increase food aid at the potential 
price of increased dependence on food imports or a reduced 
share of world commercial markets. 

• 
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B. Food Aid Commitments 

During preparatory discussions on the World Food 
Conference, the question of a food aid commitment by donor 
nations has arisen. Secretary Butz has also proposed a 
commitment scheme although on an annual basis. 

One year commitments to a minimum level of food aid, made 
when reasonably good information is available on upcoming 
U.S. harvests, would not differ greatly from current 
programming practices under which an annual budget plan 
is normally prepared during July or August. The commitment 
would presumably not be country specific. The main risk 
in such a commitment would occur if stocks were relatively 
low. An unanticipated tightening of the supply situation 
would leave the U.S. obligated to procure commodities at 
any price, a fact which would not be lost on the trade. 
An annual commitment would also prevent subsequent budget 
cutbacks in food aid which might be warranted by changes 
in U.S. fiscal policy. These risks could be lessened by 
setting commitment levels somewhat below actual program 
plans. Even if the full planned amount were committed, 
however, it seems unlikely that annual commitments would 
lead to any significant foreign policy benefits for the 
United States. 

A longer term commitment by the United States, for example 
3-6 years,might be welcomed by the LDC's, depending on 
the level. A commitment in the 3.8-4.5 million ton range 
for grain would probably not have much impact because many 
past recipients of U.S. food aid have been denied assistance 
at this level this year. A commitment in the 6-9 million 
ton range would have greater effect. Such a commitment would 
require earmarked or large unearmarked stocks. Moreover, 
the lack of any flexibility to cut annual program levels 
would call either for setting back-up stocks at conservatively 
high levels or for deciding in advance that cost incre ases 
from possible market purchases in times of commodity 
tightness would be accepted if stocks were not sufficient. 
Under either circumstance the cost of such a commitment --
annual shipments plus provision for back-up--could be high, 
very high under a tight commodity scenario. 

A large annual commitment by the United States would improve 
prospects for food security in the d~veloping countries, 
where it is needed most, and could promote better economic 
planning. A U.S. proposal would put pressure on .other donor 
countries for similar commitments. It could be framed 
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in terms of a multilateral arrangement, possibly involving 
increased food aid burden sharing by others. Also the 
foreknowledge of a fixed amount of concessional demand would 
improve decision making on annual U.S. commodity programs. 

The likelihcx:xl of other specific benefits from a long-term 
food aid commitment is less certain. It is not clea~ for 
example, whether the LDC response could be converted into 
support for the United States on trade, raw materials 
access and other issues. Without a reasonable assurance 
of some benefit.s of this sort, a long-term commitment 
becomes less attractive. Moreover, while initial reaction 
to a commitment on the part of developing countries may be 
highly favorable, the potential leverage from subsequent 
annual food aid agreements may be diminished as countries 
begin to view them as filling an obligation. 

• 
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VIII. Options 

The options below set forth several alternative future 
strategies for food aid and their relationship to stock-
piling options and other foreign aid. Although the size 
of the various programs is notionally quantified in 
terms of metric tons of grain, the stress in the options 
is on the overall approach and the objectives to be served. 
Option IV would constitute a relatively radical shift from 
current assistance trends and has not been elaborated in 
detail. 

Option I -- Phase down ongoing food aid and provide 
food only in emergency and disaster situations. Under 
this option,food aid would be rapidly cut back for all 
objectives except disaster relief and security programs 
in Southeast Asia, the latter being phased out more 
gradually. Disaster aid would be provided from year to 
year based on assessments of the commodity circumstances 
and the requirements at the time. In most years possibly 
.5-1.SM tons of grain would be shipped. 

Commodity Scenarios - The approach would fit a 
continuing very tight s u pply situation. It would not be 
consistent with other scenarios. 

Stockpiling Options - Under very tight commodity 
constraints, stockpiling would not be feasible. Under 
other scenarios there would be no need for major conces-
sional stockpiles. 

Dollar Aid - This option would require increased 
dollar aid to offset reductions in food aid from present 
levels,particularly for Indochina; such additional dollar 
aid would be difficult to obtain from the Congress. 

Pro 

1. Under a continuing tight supply situation such a 
program would represent the most reasonable and feasible 
approach. 

Con 

1. In anything but a tight supply situation this 
approach would meet with opposition from LDC's, the American 
public, and the Congress. 

2. Under easier supply scenarios the U.S. would be 
foregoing significant benefits from food aid. 
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3. By removing the mainstay of their overseas 
operations, this approach would seriously injure CARE and 
Catholic Relief Services. 

4. The approach would force the U.S. to abandon 
its international food aid burden sharing commitments. 

Option II -- A program limited to disaster relief, 
the highest priority security assistance requirements and 
food donations for high nutritional impact activities. 
To the extent warranted by the commodity situation this 
approach would maintain existing U.S. Food Aid Convention 
and World Food Program obligations and continue 
voluntary agency programs at minimal levels. The approach 
might call for shipments of 2.5-4.5 million tons of grain 
annually. 

Commodity Scenarios - This option would fit a 
reasonably tight continuing situation and a cyclical 
situation. It would not be consistent with a long supply 
scenario. 

Stockpiling Options - The approach would probably 
not require large or earmarked stocks to maintain program 
continuity. 

Dollar Aid - The approach would have no particularly 
strong implications for other foreign aid levels. Dollar 
aid could be focussed on LDC agricultural production. 

Pro 

1. The program would be directed at activities in 
which food aid appears to have the highest utility. 

2. The program probably could be continued during 
all but the tightest world commodity situations avoiding 
procyclical effects. 

3. The approach would be flexible enought to permit 
continuation of U.S. international commitments, some 
voluntary agency programs, and limited market development 
activities,broadening its political acceptability. 

4. Although not requiring large stocks in support of 
food aid, the approach would limit current consumption 
food aid requirement~ permitting larger quantities of 
food to be stockpiled during high production years. 



5. The approach would meet the highest priority 
objectives at low -budget cost and limit potential price 
pressures from food aid. 

Con 
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1. The United States would forego the use of PL 480 
for major political initiatives and for developmental and 
humanitarian objectives. 

2. In cyclical upswings, this option represents 
less food aid than LDC's would expect, possibly leading 
to less cooperation by them on a variety of international 
political and economic issues. 

3. The option might be opposed by the farm bloc 
and the U.S. voluntary agencies,particularly if set-asides 
were in effect. 

4. The United States would probably not obtain 
significant benefits from pledging the le ·els of grain 
implied by this option as a continuing annual food aid 
commitment. 

Option III -- Continue the present multi-purpose 
program emphasizing disaster relief, security/short-term 
political objectives and nutrition programs but supporting 
development assistance objectives as well. The program 
could range around the 9 million ton grain shipment levels 
of 1969-72. 

Commodity Scenarios - This option would not be 
consistent with a short supply scenario, but would be 
consistent with cyclical or long supply conditions. 

Stockpiling Options - This option would require 
concessional stockpiles or a large general stockpile if 
program continuity is to be maintained. 

Dollar Aid - The approach would have no particularly 
strong implications for other foreign aid levels. Food 
aid could be programmed in conjunction with dollar aid 
to achieve developmental objectives. 

Pro 
• 

1. Would permit the use of food aid to meet a variety 
of foreign policy objectives and support major political 
initiatives. 
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2. Would be broadly acceptable among LDC'5;raising 
prospects of c ooperation by the latter on international 
i s sues. 

3. Would be preferred by the voluntary agencies 
a nd the f a rm bloc. 

4 . Would imply shipment levels large enough to 
make possible a long term commitment to annual food aid 
levels . 

Con 

1. Would tend to encourage the use of food aid to 
meet lower priority needs, and remove pressures for 
careful programming. 

2. Could involve relatively high budget costs, 
particularly if concessional stocks were established to 
ensure program continuity. 

3 . Could constitute a disincentive ~o increased 
LDC agricultural production, increasing their food dependency. 

Option IV - Use food aid and dollar aid in a major 
long-term effort to raise and underwrite per ca~ita 
consumption and production levels in LDC's. This approach 
would flow from the conclusion that low nutritional levels 
and low growth of per capita agricultural production in the 
LDC's represent critical social and economic problems for 
the future. Bilaterally or through a major multilateral 
effort>the United States would consider setting tentative 
consumption targets for developing countries and the ct-· fO~b 
poorest segments within countries. Food aid would be Q <~ 
used to immediately increase consumption. The higher 
consumption levels would be maintained from stockpiles 
in tight supply years. Dollar assistance would be . 
focussed on raising food production over the intermediate 
term and on encouraging population control activities. 
The program would be undertaken only in developing countries 
which were willing to increase their own emphasis on the 
food sector. A bilateral approach could focus on selected 
countries; a multilateral arrangement might cover a large 
number of LDC's. The size of the food aid program under 
this option is difficult to specify but would probably 
be large. Large stockpiles would be required anct dollar 
development assistance levels would be high. The approach 
would be consistent with a cyclical commodity scenario 
assuming large and relatively long-lasting upswings in 
production over trend or with a long supply scenario. 
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Pro 

1. This option constitutes a dramatic U.S. initiative 
and assertion of U.S. leadership in attacking the world 
food problem. 

2. The approach focuses U.S. development assistance 
efforts on a relatively limited set of problems -- food, 
nutrition and population growth -- where demonstrable 
results might be obtained over time. 

of 

Con 

3. 
U.S. 

The option could assure full or nearly full use 
agricultural capacity over a long time frame. 

1. 

2 . 

This potentially would be a very costly option. 

The approach could lead to substantial U.S. 
entanglement in LDC political and economic affairs. 

3. Unless carefully programmed, food aid under this 
approach could have a distinctive impact on LDC agricultural 
production. 

' .___/ 4. The approach would tend to limit flexibility for 
using food and dollar aid for security/political purposes. 

5. The approach might not be supported by other 
donor countries. 

• 
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