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' Abstract

In this thesis the policy problems and issues of multilateral

food aid donations are discussed and analysed through an examination

of the first 10 years of operations of the World Food Programme of

the United Nations/Food and Agricultural Organisation. The food aid

policies of major donors and the changes in these are briefly outlined

in chapter one. This chapter distinguishes the main characteristics

of bilateral and multilateral food aid operations and describes the

goals and objectives of food aid donors. In chapter two the plans

and proposals which were forwarded over a twenty year period for

establishing a multilateral food aid agency are examined and the

reasons for the eventual acceptance of the W.F.P. are discussed. A

survey of the geographic distribution and project duration of

multilateral operations' is made. Chapter three investigates the

international rules and procedures for the donation of food surpluses

as aid and the advantages and disadvantages of agricultural stocks

for international agricultural trade and production are analysed. In

chapter four the rationale behind food aid projects undertaken by the

W.F.P. authorities is investigated. The social and economic project

categories of the W.F.P. are considered. The practical problems which
«

have arisen with these undertakings are discussed in detail. The

management and the performance of multilateral food aid is analysed

through the projects undertaken by the V/.F.P. Chapter five is

concerned with the system of project appraisal and evaluation adopted

by the W.F.P. authorities. The economic and social criteria for

assessing and estimating the different types of multilateral food aid

project are described and the way in which W.F.P. donations are

distributed between developing countries is discussed. The World



Food Crisis and its implications for the availability of food for

aid is considered in chapter six. The various factors which have

contributed to this crisis are discussed and an explanation for the

cause of the food shortages in the 1970's is offered. The shortages

of resources faced by the World Food Programme is analysed from the

point of view of sharing the burden of the costs of food donations

and of surplus holdings (particularly a World Food Reserve), and the

respective production and world market shares of grain producers.

The relative merits of a number of possible criteria which have been

forwarded for sharing the burden of these costs are assessed. The

problems encountered by developing agricultural exporters who are in

competition with food aid concessional sales are examined through

proposals to finance food purchases from developing agricultural

exporting countries, for donation as aid to food deficit developing

countries. This thesis draws attention to the lessons to be learned

from the experience of the World Food Programme and the management

of its resources, in the generally related areas of economic

development and international agricultural trade.
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i

INTRODUCTION

The purpose of this dissertation is to identify and analyse a

number of policy problems and issues which are peculiar to multilateral

food aid#

Multilateral food aid may be distinguished from bilateral food aid

programmes in a number of ways. By definition, multilateral aid pro-

-grammes receive their resources from a number of sources, both from

countries and institutions, and these resources are donated to a number

of countries. Bilateral programmes donate the resources received from

one country to a number of countries. Both types of programme receive

their resources from the surplus production of developed agricultural

producers, A small proportion of multilateral food aid comes from the

current production of some developed countries. Perhaps one distinction

between these two forms of aid donation is that bilateral aid can be

overtly politically oriented, whereas multilateral aid is less politically

partisan. Although each can use economic and social criteria for

allocating its resources, in the main, these criteria predominate in

multilateral operations. In bilateral programmes, political considerations

may often overrule other criteria. The case for a multilateral method of

aid donations, in preference to a bilateral approach, rests primarily on

its apparent freedom from narrow political objectives and the consequent

benefits to recipients which should result from an objective allocation

of aid resources. The shortcomings of multilateral food aid may arise,

not necessarily from the programme itself, but because countries are

unwilling to contribute to a multilateral agency, preferring to give

food aid through their own programmes. Multilateral food aid programmes

may be more objective than bilateral food aid programmes in allocating

their aid; however they depend for their resources on countries who may
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prefer to give their food aid through their own organisations. As a

consequence of this, multilateral food aid donations have tended to be

smaller than those of bilateral donations.

The focus of attention in this discussion of the issues involved

in multilateralism will be the World Food Programme (w.F.P.) of the

United Nations which was established in 1963 with the purpose of providing

food surpluses as aid for the social and economic development of developing

countries. The W.F.P. has received contributions of both surplus agri¬

cultural commodities and cash for its operations from approximately 103

countries and from a number of institutions and individuals.

The giving of food as a form of aid is not without its complications.

The problems of the World Food Programme will be analysed under the

following four general areass-

(1) What effect can multilateral food aid have upon the

development of recipient countries* agricultural sector?

What are the implications of food aid for the growth of

developing country's agricultural exports?

(2) The effects of multilateral food aid on international

agricultural trade and the regulations accepted internationally

to control disbursements.

(3) The problems of assessing the economic contribution of

multilateral food aid donations to developing countries. How

shall donations be estimated and aid projects economically

appraised? How are these problems related to the administration

and management of World Food Programme aid?

(4) The problem of finding acceptable criteria for sharing the

burden of the costs of multilateral food donations.

These problems will be considered in the light of the theory of food aid

as it is applied to multilateral food donations, and with reference to the
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practical experience of the first ten years of operations of the World

Pood Programme. These four categories provide a thread through the

labyrinth of multilateral operations; however, to avoid over-simplification

of the problems discussed, and thus a possible distortion of the role of

multilateral operations, it should be noted that these are interrelated

and intertwined. The treatment of these problems reflects this inter-

-twining. For example, the problems of the management of multilateral

food operations will be analysed at both the national and international

level and from the point of view of both donor and recipient. In other

words, points 2 and 3 are related.

To add a further dimension to these identified problem areas, and

for a more complete understanding of multilateral food operations,

consideration will be given, where appropriate, to the historical

development of the World Food Programme within the United Nations system.

The institutional and administrative aspects of the World Food Programme

will be examined, in so far as they offer an explanation and understanding

of the four problem areas. Those related international institutions which

have a bearing upon the operations of food aid in the context of inter-

-national commodity trade will also be discussed in detail. In addition

to the administrative, historical, institutional and economic factors

which will be investigated, those social factors which add to the under-

-standing of the developmental uses of multilateral food aid and are able

to assist in assessing its performance, will also be commented upon,

where necessary.

Aid in its various forms - whether financial, technical, military

or food - can be given from the developed countries to the developing

world for a variety of reasons. The Pearson Commission in "Partners in

Development" elaborates a number of reasons and motives for giving aid.

Among the many reasons, that of the moral obligation of the rich to assist



the poorer nations to achieve higher material standards, has considerable

force. Another reason for giving aid is the appeal in the donor country

to enlightened and constructive self-interest. This latter reason may

offer an explanation for commodity aid, since the giving of aid in kind

has arisen largely because of the agricultural policies of the developed

agricultural producers.

The general term *food aid* suggests food given exclusively on a

grant basis. However, the greater part of food aid donations have been

concessional sales of food to recipients from bilateral donors. The sales

have contained a grant element which varies from recipient to recipient

country. Up to 1972 approximately 30% of bilateral donations had been

grants. All multilateral food donations have been given on a grant basis.

Food aid has been given to developing countries for various purposes.

Thuss (a) food aid has been donated for the alleviation of national

disasters, famines and man-made emergencies, such as civil wars.

(b) Food aid has also been given for use as an input into economic and

social development projects and programmes, using food-for-work (i.e.

providing food directly as full or part payment to the workforce).

These projects have as their purpose the relief of unemployment, and the

provision of infrastructure, (c) Food aid has been given as the main

input in nutritional programmes, to provide vulnerable groups with

subsistence, (d) Finally, food aid has also been used to correct the

macro-economic problems besetting developing countries, such as balance

of payments and budgetary disequilibria. These four ways of using food

aid often overlap and therefore elements of each category may be found

in all food aid programmes.

Food aid does not offer a panacea for food deficits and the economic

development of recipient countries. It is generally agreed that it is

undesirable for a developing country to become permanently dependent
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upon food aid, or indeed aid in general, since this can lead to a

postponement of self-sustaining economic development. The long term

solution to the food deficit problem in less developed countries can

ultimately only be solved by an increase in their own agricultural

output, by a change in the composition of their agricultural output,

by an increase in their foreign exchange earnings, or by some combination

of these.

As a form of aid, the donation of food surpluses is inferior to

that of giving untied financial aid, since the recipient can purchase

the food required with the latter. In certain cases, food aid may also

be inferior to tied financial aid. However, this will depend on what

end use has been specified for the tied finance. If food aid is donated

to feeding programmes, or sis a supplement for national development budgets,

it may be assessed for its nutritional impact, in the case of the former,

or it may be estimated economically, in the case of the latter. However,

when food donations have been given for a number of objectives, i.e.

both economic and nutritional, the estimation of the overall contribution

of a programme or project affords difficulties.

This dissertation will investigate and analyse what contribution

multilateral food aid programmes and projects have made and cam make to

the economic growth and the development of recipient economies. World

Pood Programme aid has been donated directly to specific projects and

these project types will be delineated and assessed. Bilateral food aid

programmes have donated food to specific projects and to the general

development programmes (i.e. plans) of developing countries. It should be

noted that concessional sales of food aid have not been practised by the

World Pood Programme. Therefore, aspects of this predominantly bilateral

method of disbursement will be discussed only where it helps to clarify

the operations of multilateral donations.
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If food aid is sold on the free market of a recipient country at

prices that are lover than the indigenous costs of producing similar

agricultural commodities or the same agricultural commodity, then it can

damage local production. Such circumstances of unregulated sales of

food aid may give rise to a unique form of aid which can be, at the same

time, both beneficial and harmful to the developing economy in question.

In spite of the dangers inherent in food aid of displacing local agri-

-cultural produces, food aid can offer advantages to developing countries.

In the absence of financial aid, food aid may offer a positive addition

to the recipient*s resources.

In principle, it would be advantageous to developing countries if,

instead of receiving food, they were given financial aid to purchase the

goods and services which they judged most useful in the most competitive

markets. However, in practice, the superiority of financial aid over food

aid may not be decisive since it may be convenient for the donor to give

food, but not untied financial aid. Given the alternative for a very

poor country, food aid may be better than no aid at all. For famines and

emergencies, food aid may be regarded as superior to untied financial aid.

While food aid can be criticised for being doubly tied to one type

of food source or one type of commodity, others forms of aid (financial,

military and technical) are also, for the most part, tied to procurement

sources and to specific programmes and projects. In this sense, all

types of aid can be said to be tied aid and inferior to untied financial

aid. It is only in special cases, such as balance of payments support,

that the recipient can choose among a wide range of supplies from various

sources.

In several donor countries, including some of the largest, public

opinion seems to be more ready to support food aid rather than general
1

assistance. This may be the result of pressure from economic groups
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who are anxious to increase production and agricultural exports. In

addition, humanitarian aid such as feeding the destitute, famine relief

and raising nutritional standards, may be favoured by donor countries

as a form of development assistance.

The objection is sometimes made that food aid serves only to keep

up consumption in the recipient economy and does not, through financing

investment, promote genuine economic growth and development. This work

will examine the efforts of the World Pood Programme to promote development

by donating food aid to both investment and welfare projects. In this

context, the superiority of financial aid over food aid in increasing

investment should not be taken for granted in all cases.

As long as there is more political support in several donor countries

for food aid than for financial aid, then it may be continued and even

expanded. It should be understood that the situation may be related to

the traditional existence of surplus food in donor countries, and that

any lasting change in the state of the market might also alter the

climate of public opinion. This particular point in relation to the

World Food Crisis will be elaborated in chapter six.

The major problems and issues in general aid policy may be

summarised under the following headings»-

(a) The advantages and disadvantages of multilateralism and bilateralism.

(b) The practice of source tying.

Source typing refers to the giving of aid - either in cash or kind -

to a developing country. This aid must then be used to purchase a

specific good or service from the donor country. By tying aid to a

particular good or service, the donor can support an economic activity

in his own country, as well as providing aid to a developing country.

The problems involved in estimating the extent of this practice in the

aid policies of donor countries and in assessing the beneficial and
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harmful effects of this practice in developing countries - are issues

central to the subject of source tying.

(c) The economic efficiency of aid.

Hov can the economic efficiency of aid for a developing country

be estimated and assessed?

(D) The application of economic criteria.

How far can economic criteria be used in measuring the economic

performance and development of countries receiving aid?

(e) The criteria used in the distribution of aid.

How are the questions "who will receive aid and what amount of aid?" -

to be decided. What criteria can be adopted by donors in their allocation

of their aid resources?

(F) The sharing of the aid burden.

How can the burden of the total cost and responsibility of aid

be shared amongst various countries? What criteria can be used in

deciding what proportion of the costs of total aid will be allocated to

2
a particular country?

In so far as this dissertation is concerned with multilateral food

aid, these topics will be viewed from the perspective of the World Food

Programme.

As an aid agency of the United Nations, the World Food Programme

provides surplus food commodities for a wide range of development purposes.

The W.F.P. was established as a development agency which has surplus

commodities as its main resource for social and economic development

ends, rather than as a relief agency per se. The potential of food aid

as a means of promoting economic and social development can be considered

as a major issue in this discussion. This controversial topic will be

examined by studying the variety of projects undertaken by the W.F.P.,

and by analysing the social and economic criteria adopted by the
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Programme for the allocation of its resources within and between

developing countries.

This analysis is concerned with the experience of multilateral food

donations; its aims and achievements, as well as its shortcomings and

limitations as a form of development aid. Particular attention will be

given to the system of estimating and assessing projects for selection

adopted by the W.P.P. during its first ten years of operations.

The food aid policies of major donors and the recent changes which

have occurred in these policies are briefly outlined in chapter one.

This chapter aims to set out the salient features of international food

aid, thus providing a necessary background for the later detailed dis-

-cussions of multilateral donations. The main characteristics of

bilateral and multilateral food aid donations are distinguished from

each other. The food aid programme of the United States is given a

separate consideration, because it is the largest food aid donor and

contributes the largest share of resources to the World Food Programme.

A knowledge of the American programme provides a useful point of reference

for comparing multilateral operations with bilateral operations. The

purpose of chapter one is to describe the goals and objectives, rather

than to analyse the operations of food aid donors.

The idea of a multilateral agency to distribute food and surplus

agricultural commodities to developing countries as development aid was

repeatedly rejected over a twenty-year period. The numerous plans and

proposals for such an agency are discussed in chapter two. An explanation

is offered for the rejections of these plans. The reasons for the acceptance

of the World Food Programme, as well as its scope and objectives, are

discussed and examined. The institutional and administrative organisation

of the Programme is explained, and the way in which it receives its

resources, is investigated. This chapter provides a survey of the
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geographic distribution of W.F.P. resources, and a description of the

size and duration of the projects undertaken over the ten-year period

(1963-1972).

The provision of surplus agricultural commodities as aid to

developing countries, in the post-war period, has been the outcome of

the policy of agricultural protection in developed countries. While free

trade in agricultural commodities could be the best solution to the

accumulation of surplus commodities, in its absence the Principles of

Surplus Disposal were intended to minimise the potentially damaging

effects of surplus produce on agricultural growth, competition and trade.

Chapter three investigates the international rules and procedures (the

Principles of Surplus Disposal) for the donation of food surpluses as aid.

The advantages and disadvantages of such surplus agricultural stocks for

international agricultural trade and production are analysed, with

particular attention being given to the mechanism of food aid control

and its limitations and strengths in dealing with the problems of surplus

disposal.

Chapter four will investigate the rationale behind the food aid

projects undertaken by the World Food Programme authorities. The social

and economic project categories of the W.F.P., and the distribution and

allocation of resources to these categories, are analysed. The practical

problems which have arisen with these undertakings are given a detailed

discussion. The management and performance of the W.F.P. aid is

examined through the projects undertaken in its first decade.

Chapter five continues the analysis of the management of multilateral

food aid resources, with a detailed discussion of the system of project

appraisal and evaluation adopted by the W.F.P. authorities. The criteria

adopted for assessing and estimating the different types of W.F.P.

projects are described. How multilateral donations are distributed
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between developing countries is a question central to the idea of

multilateralism. This chapter will critically consider the system

of distribution adopted by the World Pood Programme. The discussion

will be concerned with the criteria for assessing and estimating the

contribution of W.F.P. aid to the economic growth and development of

recipient economies.

The question of food aid and the problems it offers for international

agricultural trade is further discussed (from chapter three) in chapter

six. The World Pood Crisis of the 1970s, and the implications of this

crisis for the availability of food for aid are examined. The various

factors which have contributed to this crisis are considered and an

explanation for the cause of the food shortages in the 1970s will be

offered. The shortage of resources faced by multilateral food operations

is exacerbated by the difficulties involved in getting potential and

actual donors to reach an agreement on their respective shares of the

costs of the Programme. This problem will be analysed from the point of

view of the sharing of the costs of surplus holdings (particularly a

World Food Reserve) and the respective production and world market shares

of grain producers. A number of possible criteria for sharing the burden

of these costs will be explored. Finally, the problems encountered by

developing agricultural exporters who are in competition with food aid

concessional sales are discussed. A number of proposals to finance

food purchases from developing agricultural exporting countries for

donation as aid to food deficit developing countries are investigated.

In brief, it is hoped that this dissertation will identify and

analyse the major problems encountered by multilateral food aid. It will

attempt to draw attention to the lessons to be learned from the experience

of the World Food Programme and the management of its resources, in the

generally related areas of economic development and international
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agricultural trade.
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CHAPTER ONE

THE GOALS. POLICIES AND PROGRAMMES OF FOOD AID DONORS.
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Section I. The Policies of Food Aid Donors«

Section I of this chapter outlines the food aid programmes of the

major donors and the differences in these programmes are highlighted

in respect of their goals. In section II, the characteristics of the

United States food aid programme (P.L.480) are described and recent

alterations to this programme are delineated. The purpose of this chapter

is to provide a necessary background to the operations of food aid

programmes in general, before proceeding in the following chapters to

analyse multilateral food aid operations in detail, through the World

Pood Programme.

The provision of food as aid began during, and continued after, the

Second World War to recipients both in Europe and elsewhere. This was

the era of the United Nations Relief and Rehabilitation Administration

(U.N.R.R.A.) and the Marshall Plan. The total amount of food aid donated

up until 1970 probably exceeds 25 billion dollars, approximately one third

of total economic aid given during this period.1
Between 1963 and 1972, food aid annually averaged 1,300 million

dollars, approximating 15% of overseas development aid. The principal

commodities given as aid were wheat and wheat flour and the volumes

of these ranged between 10 million metric tons and 16 million metric

tons annually.

The food aid policy of bilateral donors changed in the 1970s and

some programmes became smaller than they had been in the 1950s and 1960s.

With the steep rise in the price of commodities donated as aid, the

relative abundance of food as aid which had characterised the fifties

and sixties, changed into the relative scarcity of the seventies. In

1973 and 1974, volumes of total food aid fell to their lowest levels

(since the 1950s) of 6 million metric tons and 4 million metric tons,
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respectively.

The volumes of food aid donated from 1964 to 1973 are shown in

Table I. The peak year for volume donations was in 1964? however,

during this period annual volumes were reduced. In 1973 the reduction

from the 1973 volume level of food donations was greater than the reduction

of food aid volumes in any one year over the period. That is, the volume

fell by 5 m. metric tons, whereas in any year over this period, volumes

fluctuated between 1 or 2 m. metric tons from the previous year. The trend

in food aid volumes between 1964 and 1973 has been downward. The rise in

world commodity prices, especially wheat prices in the post-1971 period,

accounts for the large fall in volume donations between 1972/73. The rise

in wheat prices was concurrent with the change in food aid policy of the

United States in the period from 1971.

In the 1950s and 1960s, bilateral programmes dominated food aid

donations, with America, the major donor, towering over the entire sphere

of world food aid. During the period 1963-1972 multilateral donations

averaged approximately 10% of total food donations. Between 1963 and

1973, out of a total average annual flow of food aid and funds of about

/1,300 million, the United States* share was 82%. Ibis included its

contribution to the World Food Programme (W.F.P.). The total value of

World Food Programme aid during the same period is estimated to have

been /841 million. This overshadowing of total world food aid

donations by America led one writer to conclude that "food aid means

2
United States food aid?' •

During the period 1969-1972, this lack of balance in the proportionate

distribution of food aid given by various countries was readjusted, although

America remained the predominant figure. This adjustment was mainly

because of food aid policy changes by bilateral donors. Whereas in 1963

the United States contributed 96% of total food aid, by 1973 this figure



TableI TotalFoodAidofD.A.C.Countriesat1973and1968prices 19641965196619671968
FoodAidat1973Prices1529.11311.31329.21124.81159.2 (milliondollarsU.S.) FoodPriceIndex10097104105100 (1968=100) FoodAidat1968Prices1390.11351.91278.11071.21159.2 (milliondollarsU.S.) FoodAidCereals(16)(15)(14)(14)(12) (millionmetrictons) Source:-F.A.0.,1975. (1)BasedonexportpriceofU.S.wheat

1174.0 95 1235.8 (13)

1257.3 93 1351.9 (12)

1217.1 101 1205.1 (10)

1276.0 113 1129.2 (11)

1129.7 231 489.0 (6)



TableII ShareofPrincipalDonorsinTotalBilateralandMultilateralFoodAidContributions1963-1973 1963

1966

1969
,0)

1972

1973

/m.

%

/m.

%

/m.

X

^m.

X

/m.

X

UnitedStates

1,221

96

1,213

91

907

77

978

77

618

55

Canada

47

4

88

7

60

5

88

7

96

9

E.E.C.Countries

4

-

6

-

88

8

129

10

265

23

Japan

-

-

1

-

60

5

35

3

106

9

Others

5

—

21

2

64

5

46

3

45

4

Total1,2771001,3291001,1791001,2761001,130100 Source:-O.E.C.D.,1974. (l)ItshouldbenotedthattheE.E.C.Commissionbeganacommunityfoodaidpolicyin1968.These figuresarebothnationalandcommunitydonations.
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had fallen to 55% - a considerable reduction# Table XI shows that

although America still contributed the largest proportion in 1973,

the burden was being shared by other countries# Out of the total food

aid of 1,130 million dollars in this year, compared with the United

States 55% contribution is the E#E#C#'s 23%, Canada's 9%, Japan's
3

9% and other countries* 4%# The proportion devoted to food aid out of

the total budget for overseas development aid varies from country to

country: the United States approximating 25%, Canada 19% and the

European Economic Community 5%#

The period of the late 1960s not only saw the emergence of new

bilateral food donors, such as Japan and the E#E#C# Commission, but

also a change in the proportion devoted to multilateral donations, from

1% of food aid in 1965, to 25% in 1973 as is shovn in Table III# In

this table multilateral channels includes the E#E#C# Commission's food aid#

Table III

Breakdown of Food Aid Disbursements between Bilateral
and Multilateral Channels

Source:- O.E.C.D. 'Food Aid* 1975.

The 1970s have not only seen the emergence of a more balanced

distribution of the sources of food aid and an increase in the importance

of multilateral donations, there has also been a change of emphasis in

the type of aid given. Until 1972 concessional sales of food far

1965 1970 1971 1972 1973

Bilateral (jim. )
Multilateral (/m.)
% Bilateral

% Multilateral

1,298 1,142 1,050 1,014 850
13 115 167 262 279

99 91 86 80 75

1 9 14 20 25
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4
outweighed humanitarian relief. For example, until 1972 the bulk

of food aid donations from the United States programme - 75% - was

accounted for by concessional sales of food. Grants represented 20%

and barter agreements 5% of this food aid programme. In a world wide

context, in the period from the Second World Weir to 1972, humanitarian

relief has never accounted for more than 30% of total food aid donations

in any one year. However by the 1970s, the humanitarian element in

total food aid had increased to represent approximately 70% of total

food aid donations. One might explain this increase in humanitarian

relief in terms of a change in food aid policy emphasis on the part of

the donors rather than by an increased frequence of disasters and

emergencies. Also one might mention that multilateral food aid

donations which have become more important in recent years, tend to

be, with a few exceptions, on a grant basis.

The objectives of food aid policy differ quite considerably between

donors - the major contrast being noticeable between multilateral and

bilateral donors. The Organisation of Economic Co-operation and

Development (O.E.C.D.) refers to the E.E.C. as a multilateral donor.

However, in this work multilateral food aid refers exclusively to the

World Food Programme. Generally, multilateral aid has a narrower set

of objectives than those of bilateral aid. Multilateral food aid

programmes have the objective of improving the social and economic

development of recipient countries and alleviating poverty and malnu-

-trition. The distribution of World Food Programme aid is constrained

by the desire not to displace commercial trade or production of

agricultural commodities.

In its first ten years of operation, approximately 50% of W.F.P.

resources were channelled into income generating and investment projects

in recipient economies. Humanitarian and social projects comprised
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the remaining 50%, this aid being used mainly for relief purposes and

subsistence provision for vulnerable groups. As a result of the price

rises of the post-1971 period, a larger share of W.F.P. resources have

been directed towards relief purposes to those developing countries

classified by the United Nations as most severely affected (M.S.A.)."'
Indeed all food aid programmes are directing a larger share of

their food aid donations to low income developing economies. This is

illustrated in Table IV which indicates the change in the distribution

of food aid between 1972 and 1973.

Table IV

Distribution of Food Aid between Low, Medium and High Income L.D.Cs.
1972 and 1973

Low Income

(less than ^200)
Medium Income

(/200-/375)

High Income
(more than j6375)

& million Percentage

1972 1973 1972 1973

339 577 (33) (57)

477 411 (47) (41)

202 22 (20) (2)

SourceJ- F.A.O., 1974.

Large bilateral donors such as the United States and Canada have

policy objectives over and above the fundamental intentions of providing

food aid for the development of recipients. The United States programme

has a number of goals - among them the promotion of American agricultural

trade, the assistance of the United States Foreign Policy and the

elimination of hunger and malnutrition.^ The United States food aid goals

may be directed towards expanding her commercial agricultural exports,
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without •unfairly* displacing the markets o£ competitors. United

States food aid, "as one tool in the kit of American foreign policy",
7

provides assistance to developing countries friendly to it. These

national foreign policy objectives and commercial motives are unimportant

to a multilateral programme.

Canadian food aid policy is similar in many respects to that of

her neighbour, the United States, Canada has given concessional sales

of food aid from the 1950s, with one-fifth of her contributions in the

forms of grants. Canadian food aid aims to alleviate hunger and mal-

-nutrition, promote development in recipient countries and in addition,

seeks to promote trade for Canadian produce. Like the United States,

her food aid programme shows an element of self interest.

In 1968, the E.E.C. Commission began a community food aid policy.

By 1973, European food aid was 23X of total food aid donations for that

year (see Table II). The European Economic Community has three goals

for its food aid policyt-

a) Development action, to contribute directly to the economic

development of the developing countries,

b) Nutritional action, to raise the nutritional level of the

peoples of the third world.

c) Emergency action, to assist countries which have suffered

from disasters.

The E.E.C. food aid policy differs from other bilateral donors as all
9

community food is given on a grant basis.

Although the E.E.C.'s food aid is sometimes referred to as a

multilateral programme, in this analysis the major distinction between

bilateral food aid and multilateral food aid will be made on the grounds

that the former has national or sectional objectives, while by and large,

the latter does not. It might be argued that the E.E.C. has *national
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European* foreign policy objectives. The formation of a special

relationship with the countries of Africa, the Caribbean and Pacific

(A.C.P.) might be considered as an example of a European foreign policy

objective.

In comparison with other bilateral donors, the composition of E.E.C.

food aid fluctuates considerably from year to year, with the exception

of that proportion given as cereals which has remained relatively stable.

As Table V indicates, in the years 1970-1973 the cereals given as aid increased

in nominal terms from 13.8 m. dollars to 160.7 m. dollars. In the same

period the proportion of dairy products fluctuated widely. The commodities

that are donated by the E.E.C. Commission vary in kind in accordance with

the situation in surplus production on the E.E.C. internal market. With

milk products, surpluses arise as changes are made in the Common Agricultural

Policy (C.A.P.) encouraging milk production.

Table V.

E.E.C. Aid Commitments (Food), 1970-1973. (ffm.)

1970 1971 1972 1973

Cereals 13*8 18.6 19.0 160.7

Dairy Products 75.2 - 13.5 41.2

Miscellaneous 1*7 mm 25.9 4.1

Total 90.7 18.6 58.4 206.0

Source:- O.E.C.D., *Food Aid* 1975.

Japan emerged in the late 1960s as a bilateral food aid donor.

In the early 1960s, she had given food to the W.F.P. to assist in the

development of emerging nations. Japan provides concessional sales of

rice to developing countries on a similar basis to that of the United
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States. However, Japan offers a *rice loan* which is repayable in kind,

usually over a 30 year period with a 10 years1 grace period, interest

free. Japan believes that food aid should not interfere with increases

in production in developing countries.

The distinctive features which separate multilateral food aid

donations from bilateral can be summarised as follows

(1) Multilateral food aid donations are given as grants through the

World Food Programme. However, the giving of aid as an outright grant

would not qualify an agency to be multilateral#

(2) Bilateral donors contribute to the World Food Programme in the

form of voluntary pledges of commodities and cash. The share of the

volume of total food donations held by the W.F.P. is largely determined

by bilateral food aid donors.

(3) Multilateral food aid policy does not have amy *foreign policy

objectives* beyond that of promoting the economic development of

recipients. In this sense multilateral food donations could be regarded

as neutral.

Food aid programmes, as they have evolved, have used different methods

in the disbursement of their aid. The United States food aid has been

predominantly a programme approach to donations (see Section II for an

account of United States programme titles). Food assistance is offered

on a large scale to recipients for use in their development planning,

with no particular end being specified by the donor.

The E.E.C. Commission differs from U.S. policy in favouring an

•indicative planning* approach to food aid donations. This approach

provides food aid on a three to five year basis to the recipient, and

food aid is used in a specified sector of the recipient economy.

World Food Programme aid is based on a project approach, where food

is given to the recipient for a specific project. This differs from both
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the U.S. and the E.E.C. approaches although the U.S. P.L.480 title II,

the food-for-work category of the American programme, is similar to

that of the W.F.P. project approach. The idea of using *food for work*

is based upon the *subsistence capital*, or •subsistence fund', of

classical economic theory. Food aid provides the basic sustenance for

the work force, who in turn add to the capital stock of the developing

country by constructing infrastructure, or by undertaking productive

projects. Food aid may be thought of as a *capital input* if the work

force on productive projects, such as irrigation or road building, are

paid in kind. It is reasoned that without the food aid incentive,

recipient countries would be unable to finance such projects. Food when

given as aid for productive projects may be considered as a capital

input, promoting investment and creating employment in the recipient

economy.

The programme approach to food aid distribution has been the major

method of disbursement. This method allows the developing country to sell

the aid on its internal market and with the revenue received from the

sales, finance development projects or programmes. The programme approach

distributes aid through the open market of the recipient whereas the

project approach distributes aid directly to a project. The funds arising

from the internal sales of food aid are known as counterpart funds and

are generally held in local currency. Whether these funds will be used

to finance development projects or programmes in the recipient economy

will depend upon the mutual agreement of donor and recipient. Until an

agreement can be reached on uses for counterpart funds, they remain

in a special account in the recipient economy and are interest bearing.

The European Economic Community disburses its food aid under the

sectoral approach. That is, the E.E.C. Commissions food aid is given

to a particular sector in a developing country as a grant. Food aid under
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the sectoral approach can be regarded as falling between the two common

types of approaches, project and programme. Project food aid is used

with a particular project in nr'nd and sectoral food aid is vised in a

sector or group of projects. Whereas project food aid is not sold on

the internal market to 'finance* the project, sectored food aid can be

sold and the funds used to finance the sector or project. This sectoral

approach differs from the programme approach in so far as the former

provides aid to a group of projects agreed with the donor, whereas the

latter approach provides food aid for open market sales and the resulting

counterpart funds may be used to finance the development plan or the

budget of the recipient. The project and sectoral approaches direct

food aid to a specified end, whereas food aid disbursement under the

programme approach provides the aid to the general revenue of the recipient

economy.

In conclusion, when compared with the 1950s and 60s, the 1970s have

been characterised by a considerable reduction in the volumes of food given

as aid. This drop in the total volume of food aid was explained largely

in terms of a policy change on the part of the major bilateral donor,

America. During the 1950s and 1960s, America had borne the vast proportion

of the food aid burden; however, during the period 1963 to 1973 America

began to contribute a smaller amount to the total volume of food aid

than she had donated in the 1950s and 60s. Although she continued to

carry the major share of the food aid burden in the 1970s, some of the

weight was now shouldered by the newly emergent bilateral donors - the

E.E.C. and Japan, and by multilateral programmes which had previously

played only the most minor part in total food aid donations. As well

as changes in the total volume of food aid, and in the composition of

donors contributing to food aid, the 1970s saw a change in emphasis in the

type of aid which was being donated. Whereas concessional sales of food
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aid had dominated in the 1950s and 60s, the 1970s experienced a trend

towards humanitarian relief.

The discussion then proceeded to delineate some differences between

multilateral and bilateral forms of food aid. With reference to the

goals of donors it was stated that although all food aid programmes

are devoted to the alleviation of poverty and malnutrition and the

assistance of the economic development of developing countries, bilateral

programmes tend to hold a more complicated and diverse set of aims than

multilateral programmes, with commercial and political motives often

playing an important part. Like the goals, the methods of donating food

aid have differed between bilateral and multilateral donors. The United

States have favoured the programme approach, the E.E.C. Commission the

sectoral approach, and the World Food Programme gives its donations

through the project approach. (The W.F.P. project approach is examined

in detail in chapter four.)
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Section II« The Food Aid Policy of the United States of America*

In 1954, the 'Agricultural Trade Development and Assistance Act*,

Public Law 480, was passed by the United States Congress. The purpose

of this act was to dispose of the surplus agricultural commodities stock-

-piled by the government.1^ The rationale behind this legislation

was that these costly to store surpluses could be married to the

"hungry world's food deficit". By using agricultural surpluses to aid

developing countries, the costs of storage could be reduced, agricultural

trade could be promoted and at the same time, hunger and malnutrition

in the world could be reduced. The existence of a food gap and a foreign

exchange gap in many developing countries could be overcome by providing

surplus agricultural produce which would be paid for by recipients in
11

their own inconvertible currencies. The payment for food aid in local

currency could be made to the P.L.480 administration or to a number of
12

other U.S. aid agencies which were involved with the food aid programme.

Public Law 480 is divided into four categories or titles I - IV.

Concessional sales of food aid sire known as title I sales and they have

comprised 75# of all U.S. food donations. While title I sales contain

a grant element which varies from recipient to recipient (see below),

repayment is made to the representative agency of the United States.

Second in importance to concessional sales of food aid is title II

donations which have represented approximately 20# of P.L.480 aid.

Title II donations of food are given entirely as grants, usually for

emergencies, famines and relief purposes. Under this category, food can

also be given directly to food-for-work projects. The United States food

aid contributions to the World Food Programme come from titie II of

P.L.480, and her cash contributions to the programme are made from the

Agency for International Development (A.I.D.).
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The remaining titles III and IV are concerned with barter arrange-

-ments and hard currency payments for United States food aid, respectively.

The barter arrangements concluded tinder title III were concerned with

trading wheat for commodities desired by the U.S. agencies and private

firms engaged in these transactions. Title III transactions have been

largely discontinued after complaints from competing wheat producers

that these were 'unfair* trading arrangements and competition was being

13
undermined. The introduction of the new P.L.480 of 1971 saw titles

I and IV merge.

Public Law 480 has in practice been altered by Congress every year

since its inception, with major alterations made to the programme in

1958 when barter agreements were discontinued. In 1966, the 'self-help'

clause was introduced. This clause requires recipients of P.L.480 to

demonstrate that they have undertaken measures of self help. A population

planning programme might be considered as one example of a policy which

would be regarded as 'self help'. In 1971, the new terms of P.L.480

saw the phasing out of the acceptance of payment for food aid in local

currency. The title I changed the terms of U.S. food aid making payment

in convertible currency or dollars necessary. From 1954 to 1971 Title I

agreements had allowed long grace periods, long maturities and low interest

rates and payment in non-convertible currency.

The new terms of P.L.480 title I have two types of long term credit

sales:

P.L.^80 loans (l) are repayable in dollars over a period of up to 20 years,

with a grace period of up to 2 years, a minimum rate of

interest of 3%, and of 2% during the grace period.

(2) loans repayable in convertible currency, whe^-e repayment

can be made in either dollars or local currencies at an

agreed rate of exchange over a period of up to 40 years,



16

with a grace period of up to 10 years, and at the

same rate of interest as those applying to dollar

14
credits.

The pre-1971 concessional sales of food aid produced local currency

proceeds or counterpart funds in recipient countries. These local

currency proceeds were to be used to assist the United States Government

expenditure within the recipient country and to be loaned to the

recipient government for use in that country for agreed development

15
projects. The P.L.480 procedure of making a food aid agreement with the

recipient government, before having reached agreement on which development

priorities counterpart funds would use, in practice, caused friction

between donor and recipient. This problem has also been met by Canadian

food aid programmes which operate on the same basis. The United States

had in the early 1960s made three to five year food aid agreements with

large recipients such as India, Pakistan and Brazil.

The 1966 emphasis in P.L.480 of developing countries demonstrating

'efforts to self-help', was taken by some recipients as an unwarranted

•leverage* by the United States on their development priorities. The use

of leverage to encourage the selection of development priorities in India,

in 1965, led to food aid donations being given on a month by month basis,

rather than the normal five year agreement. This policy pursued by the

United States of withholding food aid (short tether policy of 1965-66),

produced a bitterness over food donations, for donor and recipient alike.

Both the World Food Programme and the E.E.C. Commission have avoided

the problem of the end use of counterpart funds encountered under the

programme approach. The W.F.P. and the E.E.C. Commission specify, in

advance of providing donations, the end to which their food aid will be

directed in the recipient economy. The World Food Programme does not allow

sales of its aid and therefore has no counterpart funds resulting from its
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donations. While the E.E.C. Commission may allow its aid to be sold in

a particular sector of a recipient economy, the counterpart funds

resulting are automatically owned by the recipient government. The E.E.C.

Commission requires the recipient government to agree in advance of

receipt of food aid on both the sector and the use of any counterpart

funds resulting from the sales of its aid.

During the 1960s, counterpart funds accumulated in a number of

recipient countries, since they were not being used to finance development

programmes or projects. On receipt of title 1 aid, the recipient

government pays for this aid, usually into a special food aid account

in its central bank. The account is held in the name of the donor, who

may either loan these funds, or grant them to the recipient government.

If the funds are not loaned or granted to the recipient government for a

particular development project or programme, they may be borrowed by the

central bank who pays interest on the loan of these funds. The funds may

however be loaned to a particular project or programme, where interest

is paid on the loan, or the funds may be granted to a project or programme.

Over the years, notably in India, these counterpart funds increased in

size. It was felt that these proceeds were never likely to be spent by

16
the U.S. authorities in India. Counterpart funds, in this case, added

17
to the growing debt problem of the recipient country.

The impact of local currency proceeds on the recipient economy has

produced two bodies of * theory* among economists. One view considers that

counterpart funds do not represent real resources. Their use after a number

of years, when the food aid has been consumed, will produce inflation in
18

the recipient economy. An alternative view proposes that the impact
19

of counterpart funds are neutral if used to finance productive programmes.

If food aid has been used for consumption and not for investment in

development projects, then releasing counterpart funds a number of years
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after their accumulation, in a condition of food shortage, could

exacerbate an inflationary situation. However, the impact of counterpart

funds on a recipient economy, will depend upon how large these funds are

in relation to recipient government expenditure. If the funds are a small

proportion, then it is unlikely that they will contribute to inflation.

Nevertheless, the management of large holdings of counterpart funds in a

recipient economy would require care to avoid harmful effects.

The growth of counterpart funds in developing countries has been

reduced in the post-1971 period of P.L.480 aid. However, funds resulting

from pre-1971 food aid transactions still remain in recipient economies.

The introduction of harder terms for concessional sales of food (title i)

has reduced the volume of food aid sales. As the United States food aid

programme has become smaller in volume, it has changed the emphasis of its

food aid policy from sales to that of grants of food aid. In 1974, the

"Humphrey Amendment? to P.L.480 was introduced. This required that a

large share of U.S. food aid be given for humanitarian purposes. This

altered the grant basis of U.S. food aid from a 1973 proportion of 39%

to a grant basis of 70% given in 1975 and 1976. It can be said that

since 1973 P.L.480 has become predominantly a grant programme, contrasting

with the earlier two decades of food aid concessional sales (title l).

During the 1950s and 60s United States food aid has been distributed

to over 130 countries. In terms of per capita food aid contributions,

Israel has received over /100 per capita annually in this period. However

in terms of the volumes of food aid, India, Korea and Vietnam received the

largest share up to 1972.

In the period 1962 to 1972, 75% of P.L.480 was allocated to less than

15 recipients. India, Pakistan, Korea and Vietnam accounted for half of

P.L.480 aid. As is shown in table VI, India received one fifth of total

P.L.480 aid. Over the period 1966 to 1973, an average of 75% of total
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Table VI

Major Recipients of P.L.480 Assistance 1966-1973 (including non-food
"commodities).

(million U.S. dollars)

Fiscal Years
1966 1970 1971 1972 1973

India 567 222 235 105 64

Pakistan 23 86 101 103 82

Korea 115 104 107 212 159

Vietnam 143 111 188 68 188

Indonesia 24 146 98 125 118

Brazil 79 62 35 6 10

Yugoslavia 136 - - - -

Egypt 26 - - - 1

Turkey 17 46 29 8 6

Israel 27 41 56 54 60

Morocco 34 17 39 37 17

Tunisia 2 28 31 23 14

Taiwan 17 mm 19 - -

Bangladesh mm - - 87 59

Total 1210 863 938 828 778

t of P.L.480 to LDCs 78.5 76.0 76.7 69.3 69.6

Sources- P.L.480, 1974 Report.
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F.L.480 food aid donations were distributed to less developed countries.

The remaining 25% went to countries such as Israel and Spain which were

not considered to be developing countries by the U.S. authorities.

In 1974, India requested the discontinuation of U.S. food aid

donations since the hardening of terms of P.L.480 in 1971 bad resulted

in increased costs for recipients of food aid. The effect of this dis-

-continuation was an immediate rationing of food aid stocks in India.

In the short term, the U.S.S.R. provided a wheat loan to meet the shortfall

of food aid imports. However, in the longer term, India has resolved

through her Economic Development Plan to increase her own agricultural

output, thus promoting a higher degree of self-sufficiency and eliminating

the need for food aid imports.

For two decades, the United States food aid programme was of such a

scale that one might almost say it •was* food aid. However, with the

change in U.S. food aid policy and U.S. agricultural trade policy, the

United States no longer holds the position of the single mammoth food

aid donor. The food aid burden is now distributed amongst a large number

of donors. Nevertheless, for the present, the United States remains

the largest food aid donor.

Gunnar Myrdal has argued that political action precedes economic
20

theory. In the case of both multilateral and bilateral food aid, this theory

seems plausible. The United States food aid policy was a direct result

of a policy of agricultural protection which, in turn, was based upon

political action to secure the incomes of farmers. Similarly, the

emergent E.E.C. Commissions food aid policy is an outcome of the Common

Agricultural Policy which has, as one of its aims, the protection of

farmers' incomes within the Community. The dfnergence of the World Food

Programme in 1963 derived from the desire of the United Nations to

establish a multilateral food aid agency which was free to pursue social
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and economic objectives without any interference from national,

political considerations.

In brief, America's food aid policy has been shaped by an act

commonly known as Public Lav 480. Under this act, surplus agricultural

stocks have been directed to developing countries. However, the reasons

behind this act must not be viewed as being entirely humanitarian or

altruistic. By using her food surpluses in such a way, storage costs

have been reduced and more importantly, American agricultural trade has

benefited. Public Law 480 is divided into four categories, or titles.

Title I is made up of concessional sales of food aid. This type of aid

has dominated U.S. food donations up till the 1970s. Title II donations

take the form of grants and titles III and IV are concerned with barter

arrangements and hard currency payments for U.S. food aid. Since its

inception in 1954, many alterations have been made to the original clauses

of the Act. A major policy change was undertaken in 197*1 • Under these

new terms of P.L.480, a recipient could no longer pay for food aid in

local currency. These measures were an attempt to solve the problem of

the end use of counterpart funds. This particular question was discussed

in terms of the issues involved for both donor and recipient. Finally,

attention was drawn to the diminished size of the volume of the United

States food aid programme under these new terms, and the accompanying

change of emphasis from concessional sales to grants of food aid was

noted.
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Notes

1. C.C.P. 70/20, 1970, F.A.O. 45 Session.

2. R.L. Bard, *Food Aid and International Agricultural Trade*,
1972, P.304.

3. Countries in 1974 with Individual Food Aid Programmes were -

Australia, Austria, Belgium, Canada, Denmark, European Economic
Community, France, Germany, Italy, Japan, Netherlands, New Zealand,
Norway, United Kingdom, Unites States, Sweden, Switzerland,
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5. Twenty five countries with a per capita income of less than /200
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chapter two),
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However these estimates have been challenged as exaggerating world
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Brookings; or 'The Protein Fiasco* in Lancet, July 1974.
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23

12. For an account of Agencies involved in U.S. food aidt see
•Food Aid and International Economic Growth*, Ames Iowa, 1975.
Also *Card Report 41', Ames, Iowa.

13. For an account of the dumping activities of P.L.470 see
Folke Dovring, *Aid by Dumping*, International Development
Review, 1968, and R. Davis, *Food for Peace*, Stanford Food
Research Institute, 1960.

14. P.L.480 Concessional Sales. Foreign Agricultural Economic Report
No.65. U.S.D.A. Also Presidents Annual Report to Congress 1974.
See O.E.C.D, 1974.

15. See T.H. Schultz, *Value of U.S. Farm Surplus to Under-developed
Countries*, Journal of Farm Economics, 1960.

16. R.S.Mason, 'Money we can*t Spend*, Atlantic Monthly, 1964.
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pressure within the recipient economy.

19. The opposite view that counterpart funds are not *real resources*,
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1973, Chapter 1.
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Section I. Plans and Proposals for the Establishing of a Multilateral

Food Aid Agency 1943-1963.

In this chapter (section i) the evolution of the ideas and issues

which have been proposed for a multilateral food aid programme will be

discussed through an analysis of the plans and proposals for such an

agency in the post-war period. The arguments for and against implementing

these plans will provide an opportunity for a close examination of some

of the difficulties and limitations involved in multilateral food aid.

It has been argued that one advantage of multilateralism is its apparent

freedom from national objectives and interests, allowing a neutrality

towards the social and economic objectives of developing countries.

However, a multilateral food aid agency can afford problems for the

working of the free market. This is especially the case with reference

to the international wheat market.

Section II will survey the broad objectives of the World Food

Programme and will describe the institutional and administrative operations

of this aid agency. The geographic distribution of World Food Programme

aid will be illustrated. Finally, the size and time span of W.F.P.

projects over its first ten years will be investigated.

The twenty years from 1943 to 1963 saw many attempts to establish

a multilateral agency to deal with the disposal of surplus production of

food, in a manner that would benefit poor nations. Up to the 1940s,

one solution to gluts of staple foodstuffs had been the restriction of

food production. In the United States in the 1930s, in response to the

fall in price of agricultural commodities, the government intervened in

the agricultural sector providing subsidies to farmers. The provision of

subsidies, in turn created increases in production, adding to the problem

of overproduction. One solution to surplus production of agricultural
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consnodities adopted in the 1930s, was the destruction of stocks. For

example, in Brazil surplus coffee stocks of 75 million bags were burned.

This represented one third of the total Brazilian coffee output from

1929 to 1941•

The pressure to find an outlet for surplus agricultural production

without cutting back output or destroying surplus commodities was the

main reason behind food aid programmes. This was the main reason for

the introduction of the United States programme in 1954.

It was first suggested at the Hot Springs conference in 1943 that

the two problems of overproduction and undernourishment could be solved

by a multilateral agency. Such an agency would be to the mutual benefit

of producers in rich countries and consumers in poor countries. Food

surpluses could be given to benefit poorer nations and this could be

achieved without it being necessary to cut back production in surplus

producer countries.

Due to the costs involved and the unclear implications of such a

programme, no action was taken at this time towards establishing a multi-

-lateral agency. The outcome of this conference was the founding of the

United Nations agency with responsibility for agriculture, the Food and

Agricultural Organisation (F.A.O.). The F.A.O. was given responsibility

for the accumulation and dissemination of information on agricultural
1

commodities, production and trade.

As first Director-General of the F.A.O., Boyd-Orr put forward a plan
2

for the establishment of a World Food Board (1946). The plan proposed

four major areas of responsibility for the Board:-

(a) To stabilise prices of agricultural commodities on the world

markets, including provision for the necessary funds for

stabilising operations.

(b) To establish a World Food Reserve adequate for amy emergency
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that might arise through failure of crops in any part of the

world.

(c) To provide funds for financing the disposal of surplus

agricultural products on special terms to countries where the

need for them is most urgent.

(d) To co-operate with organisations concerned with international

credit for industrial and agricultural development, and with

trade and commodity policy, in order that their common ends

might be more quickly and effectively achieved.

These proposals identified four issues between agricultural trade

and food aid, which have been central to the discussions of food aid

programmes since the idea of food as aid was first introduced. Although

the plan was acceptable on 'technical grounds', some aspects of these

proposals were not specific enough to warrant full acceptance. Neither

the implications of such a proposal for agricultural trade and competition,

nor the costs of putting such a plan into operation were given sufficient

consideration.

The World Food Board would have given the F.A.O. a supra-national

interventionist role in agricultural trade and for this reason alone was

unlikely to be acceptable to national producers whose sovereignty over

their own agricultural production and trade would have been considerably

reduced. The plan did not take into account the costs of administering

and funding a stabilisation operation nor did it consider who would bear

the costs of such an operation, and how these would be allocated among

potential member countries of the Board. Another weakness of the plan

was the failure to specify in sufficient detail the establishment of a

Food Reserve for emergencies. For example, the size of a World Reserve

and its relationship to the stabilisation aspect of the Food Board was

left undetermined.
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Thirty years sifter the proposal for an international food reserve

was first made, the idea of such a reserve held internationally was judged

undesirable. However, in 1974, the proposal for an international policy

of co-ordinating national reserves was accepted in principle by the

Third World Food Conference,

The proposed World Food Board wished to combine in one agency:

stabilisation policy, disposal policy, trade policy, finance and reserve

policy and in addition, food aid policy. The delegates to the F.A.O,

conference considered that this plain was 'too ambitious and wide in

character*,^
The plan did however have merit in identifying the wide range of

problems that can arise from food aid proposals. It is still regarded

by some authorities as having some virtues. Commenting on Boyd-Orr's

proposal, the Director-General of the F.A.O. said in 1975:-

"There has been a filure to put forward amy great practical
scheme at the same high level of bold, global vision which
might have made a major impact on a world food situation that
is still a disgrace to the twentieth century." ^

The numerous plans for a multilateral agency made in the twenty-year

period after the World Food Board proposals were narrower in scope and

their objectives more specific.

In 1949 an International Commodity Clearing House (i.C.C.H.) Mas

proposed for the purpose of the promotion of a balanced expansion of

world trade in agricultural products. This plan was concerned primarily

with the problem of agricultural surplus accumulation in hard currency

5
areas and deficits in areas which lacked convertible currencies. The

proposed I.C.C.H. was to have been a public corporation, with a fund of

5 billion dollars, and was to be authorised to trade in surplus commodities

and in particular to negotiate sales in convertible currencies or at
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concessional prices. Hie I.C.C.H. was also to have the power to hold

buffer stocks and to negotiate bilateral or multilateral trading

agreements, or exchanges of commodities on a barter basis.

The F.A.O. conference rejected the I.C.C.H. proposal because the

short term sales for local currency or at concessional prices were in

conflict with the overall aims of achieving multilateral trade and

general convertibility of currencies.^ The proposal that an international

agency should involve itself in buffer stock activity was also rejected.

It was felt that stocks should be held nationally but administered under

internationally agreed rules. To this end, the conference agreed to the

establishment in Washington of the Committee on Commodity Problems as

an advisory body. The * principle1 of sales for local currencies suggested

by the I.C.C.H, proposal was adopted by bilateral programmes such as the

U.S. P.L.480.

Since the rejection of the I.C.C.H. proposal, the two issues of

price stabilisation and emergency reserves have been considered as

separate issues requiring separate arrangements.

In 1953, the 'Three Circles Plan' was proposed, to establish a

multilateral relief agency to combine speed and flexibility of relief

operations with the acceptance and use of all kinds of contributions.

The proposed arrangements were as follows:

(a) An inner circle of financial contributions to provide the

nucleus of the plan and to constitute a relief fund proper,

based on renewable financial contributions on an agreed scale*

(b) Contributions in kind constituting a second circle of 'fixed

value commitment' contributors, providing an additional reserve.

This was to be used on terms which would allow for somewhat less

operating flexibility than the 'inner circle' fund.
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(c) An outer circle of ad hoc participants linked to the plan

by the recognition of its objectives and by financial

contributions to its administrative expenses, without any

other advance commitments.

The operation of such a plan would depend on the inner ci"41e*s willingness

to adhere to its own more rigid rules. After discussion, the principles of

the *Three Circles Plan* were rejected and the plan was never put into

operation.

The Council of the P.A.O. put forward, in 1954, a plan for the

establishment of a World Pood Reserve. It was felt that, in the interests

of flexibility and speed of relief operations, emergency food reserves

were not an appropriate multilateral institution. However, it was agreed

that an International Relief Pund for ad hoc purchases of relief supplies,

as and when they were needed, was desirable.

The various plains and proposals suggested for establishing a multi-

-lateral food aid agency were rejected on the grounds that they would have

interfered with agricultural trade and with national policies of agricultural

production. The combining of trade policy, reserve policy, stabilisation

policy and food a::d policy under the authority of one agency was considered

too costly and complicated an undertaking. The United States, by virtue

of its protection in agriculture and its oligopolistic position in the

international wheat market, did not favour these proposals and did not

support them.

The United States acted as the de facto World Pood Reserve during
7

the fifties and sixties. During the period 1954 to 1962, the United

States food aid programme was * international food aid*. These bilateral

donations increased annually,although many economists saw food aid as the

embodiment of all that is worst in aid policy, that is, highly tied,

politically convenient to the giver, and potentially harmful to the
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recipient# A multilateral food aid programme that could provide

food aid without the disadvantages of a bilateral programme was considered

desirable. In 1962, the principle of such a programme was finally-

accepted and this led to the establishment of the Vorld Pood Programme.
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Section II. The World Food Programme 1963-1972.

The establishment of a multilateral food aid agency in 1963

followed a series of unsuccessful propositions to institute such an

agency from as early as 1943. Four reasons may be forwarded to explain

the time lag between the initial propositions and the actual introduction

of the World Food Programme.

Firstly, the plans proposed for a multilateral agency embraced

policy objectives other than that of providing food aid and were rejected

for this reason.

Secondly, a major factor in explaining such a long delay was that

before 1960 the multilateral utilisation of food surpluses was not

acceptable to the major bilateral donor, the United States. However

in 1960, the U.S. agreed to support a multilateral food aid agency for a

three year trial period. It might be suggested that the change in the

policy of the U.S. towards a multilateral qgency resulted from the establish-

-ment in 1958 of the European Economic Community's Common Agricultural

Policy (C.A.P.) which introduced its own protection in agriculture. This

change in Europe may be considered to have acted as a threat to America's

European markets for agricultural produce. The United States, as the major

food aid donor, suggested that the costs of food aid operations could be

shared through a multilateral ^ency between developed agricultural exporters

9
and importers.

A third reason for the acceptance of a multilateral agency was the

United Nations campaign and unanimously adopted resolution on "The

Provision of Food Surpluses to Food Deficit Peoples through the United
10

Nations System". The F.A.O. Freedom from Hunger Campaign (F.F.H.C.)

had presented a case for a special role for multilateral donations which

differed from bilateral food aid donations. This specialisation would be



32

on £ood-for-work projects, emergency operations, nutritional and social

and economic development projects.

Finally, it has been suggested that a major reason for the rejection

of plans for a multilateral agency was the fear of interference with

international agricultural trade. This fear was largely removed when it

was shown that adherence to the Principles of Surplus Disposal could

11
present food aid operations from merely becoming dumping operations.

In the late 1950s, the F.A.O.'s Freedom from Hunger campaign, in

♦Development through Food*, argued a case for a five year experimental
12

multilateral food aid programme. The changing climate of opinion

among major bilateral food aid donors, led to a decision to support this
13

experiment on a three year basis. " In consequence, the World Food

Programme of the United Nations and the Food and Agricultural Organisation

was established in 1963. In 1966 it was decided that the programme

would be continued on a permanent basis.

The objectives of the World Food Programme were to use its food aid,

not only for relief and emergency purposes, but to assist in the social

and economic development of its recipient countries. Its aid was to be

used as a direct input, * subsistence capital1, on selected projects in

the recipient economy.

The W.F.P. adopted the project approach to food aid donations which

contrasted with the predominently 'programme approach* pursued by the

major bilateral food aid donor, the United States.

The World Food Programme's activities were constrained by potential

displacement effects that food donations could have on both national and

international commercial sales of food. Accordingly, these activities

have been concentrated in areas that have the least impact upon commercial

markets. The organisation does not allow its donations to be sold in the

free market of the recipient economy, even though strict adherence to this
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♦sales policy' has prompted criticism that the V.F.P.'s policy is
14

'unnecessarily restrictive'. A few exceptions have occasionally been

made to the rule on sales, such as that small amounts of commodities can

be sold on internal markets for funds to purchase tools to assist a

particular project.

The World Food Programme is the joint responsibility of the United

Nations and the Food and Agricultural Organisation and is ultimately

responsible to these organisations (see chart Appendix A). Kembership

of the programme is on a voluntary basis, and the policy of the programme

is determined by the Intergovernmental Committee (i.G.C.) of the World

Food Programme. The I.G.C. has 24 members, of which twelve are elected

from the United Nations Economic and Social Council (U.N.Econ.Soc.) and

twelve from the Food Agricultural Organisation (F.A.O.). The I.G.C.

meets twice a year, under an elected Chairman, to review proposals and

policy of the Programme. The W.F.P. has a small permanent staff headed

by an elected Executive Director responsible to the I.G.C. Countries who

wish to be considered for aid formulate a project request through a

project officer, based in the recipient country and the I.G.C. considers

each request at its annual meetings. The Executive Director of the

W.F.P. has authority to allocate emergency aid to a recipient up to the

value of 750,000 dollars, without prior consultation with the I.G.C. The

Intergovernmental Committee it was hoped would reflect equally the interests

of donors and recipients; however there is evidence that recipients have

15
a greater influence. This is over resources already committed to the

programme and not over potential donations.

The source of commodities for World Food Programme donations are the

voluntary pledges of the members of the Programme which can be made in cash

or in kind. Over tie ten years of the Programme, pledges have come from over

104 countries, and these mainly from the members of the Organisation for
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Economic Co-operation and Development (o.E.C.D.) Development Assistance

Committee which has contributed an average of 95% of the total donations

given to the Programme. Pledges from individual countries have ranged from

the smallest contribution of 100 U.S. dollars to the largest contribution

of 125»000,000 U.S. dollars, In addition, the organisation has received

contributions of wheat and cash from the Food Aid Convention of the Inter-

-national Wheat Agreements of 1967 and 1971# The single most important

contributor is the United States of America. Up to 1974, the U.S. had

contributed half of the resources available to the W.F.P. From the

initial founding of the W.F.P., the U.S. had agreed to match resources

to not more than 50% of the total resources available to the Programme

in any one pledging period. In 1974, the 'matching* clause was reduced to

40%. The United States authorities explained their action in terms of

their desire for a fairer spreading of the burden of food aid donations.

From 1963 to 1974, there have been five *pledging periods* during

which the ratio of cash resources to commodity resources has averaged

28%/72%» Table VII indicates the resources made available to the World

Food Programme from 1963 to 1974.

TABLE VII

Pledges (Resources of the W.F.P.)

1963-65 1966-68 1969-70 1971-72 1973-74 total

U.S.dollars(millions) 84.6 189.5 283.3 249.3 261.8 1068.6

Percentages:

Commodities 70 67 78 72 72 72

Cash, Services 30 33 22 28 28 28

100 100 100 100 100 100

Source:- V.F.P./l.G.C. Add. 1 1973.



35

The problem of the sharing of the costs of W.F.P. aid amongst

donors will be discussed in chapter six, section II,

The World Food Programme calls on the resources pledged from a

donor when these are required for a project in a developing country.

The Prograirane does not hold commodities itself. Should the W.F.P, fail

to use all the commodities pledged from a donor in one pledging period,

the resources may be carried on to the following pledging period. However,

commodities that are not utilised by the Y,F.P. in a particular pledging

period are not automatically transferred to the following period. During

the first pledging period, 1963-65, the ¥,F»P, did not claim all the

commodities offered during this period. The reason given by the W,F,P,

authorities for the failure to use all the commodities pledged in the first

period was that they did not receive enough requests for aid from developing

countries. However, the W.F.P, has utilised all its pledges in subsequent

periods.

The commodities given to the World Food Programme have been mainly

wheat and wheat flour, which have averaged 81% of the commodities donated

from 1963-1974. Milk products have provided on average 10% of commodities.

The proportion of wheat used as aid is similar to that used in bilateral

programmes. In addition small donations of a variety of commodities,

i.e. fats, oils, sugar, etc. make up the resources of the World Food

Programme.

As was stated in chapter one, in general multilateral aid has the
16

advantage of being more impartial than bilateral aid. However, by

virtue of its dependence on grains which are tied to major producers*

output and market opportunities, this impartiality is not fully realised

in respect of the procurement of its resources. A striking example of

this ftying* can be demonstrated by the reduction in wheat to the World

Food Programmed resources in the 1973/74, 1975/76 pledging periods from
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the Pood Aid Convention. (See chapter six, section II.)

The United States* 'matching* clause can be considered as the tying

of contributions to that of her agricultural competitors. In addition

to this the United States exercises a negative veto over multilateral

food, by refusing to ship its pledged commodities to unfriendly countries,

or to projects that conflict with its own aid objectives in the country
1 $

concerned. Cuba, for example, did not receive W.F.P. aid until after

she had resumed diplomatic relations with the United States. Nonsense

is made of the principle of multilateral aid by national objectives

overriding international objectives. W.F.P. aid was originally conceived
18

to be complementary to bilateral food aid. Since the U.S. had the

largest food aid programme, W.F.P. projects were established in countries

such as Korea, where there had already been considerable bilateral food

19
aid donated. The Programme*s 'criterion of complementing* bilateral

food programmes was limited by the rule that no single country should

receive more than 10% of the W.F.P. annual budget.

The W.F.P. spends 5% of its resources on administrative overheads

and 22% on transport. A sizeable proportion of its expenditure returns

to the donor countries as payment for shipping services. The transportation

of the World Food Programme's aid is highly tied, with 85% of its

commodities carried by nine nations. The United States alone carried

an average of 47% of World Food Programme commodity aid during the

period 1963-72. By an act of the U.S. Congress, at least 50% of
20

P.L.480 title II donations must be carried in American ships. It has

been argued, however, that although 50% of title II donations must be

carried in American ships, this need not be 50% of W.F.P. transportations

since only a proportion of title II donations go to the W.F.P. Thus it

can be concluded that although commodity aid itself is tied, its

transportation need not be.
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During the period 1963-72, the V.F.P. authorities have donated

aid to projects in 92 countries, and according to their estimation, 27

million people have received multilateral food aid over this period.

This type of calculation involving 'head counting' can be extremely
21

misleading. Under the project approach, estimates of the number of

beneificiaries of food aid are liable to error or misrepresentation

if those whose diets are wholly food aid and those whose diets are

'topped up' by food aid are included among the beneficiaries on an equal

weighting. As a measure of food aid performance, other than emergency

donations, adding up the numbers of individuals that have received some

food aid can exaggerate the numbers reputed to have benefited.

World Food Programme aid has been donated geographically to five

regions (see table VIIl). On a regional basis, North Africa and the Near

East have received the largest proportion, 41%, of W.F.P. aid since 1963

with a high point being reached in 1968 of 49%. In that region, 13

countries have been alloted W.F.P. aid, with Egypt and Turkey receiving

9% and 7% respectively.

The seventeen countries of Asia and the Pacific region were given

28% of this aid, with India being allocated the maximum amount allowable

under the W.F.P. rule for country donation - 10%.

The region of Africa, south of the Sahara, consists of 37 countries.

Botswana, Lesotho and Nigeria have been assigned 2% each of the Programme's

resources. The region of Latin America comprises 24 countries, with

Columbia and Mexico having been allocated 4% of the W.F.P. resources,

respectively. The smallest region, Europe (Southern), is made up of

6 countries, with Cyprus having received the largest share of W.F.P.

resources for that region.

On a per capita basis, World Food Programme donations have been over

5 dollars per year in 17 countries, withi Botswana receiving 42 dollars per
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Table VIII

Geographical Distribution of Aggregate W.F.P. Disbursements 1963-72.

Region/Country %

Africa (south of the Sahara) 219 17

of which* Botswana 26 2

Ivory Coast 12 1

Lesotho 23 2

Nigeria 25 2

Latin America 175 13

of which* Columbia 49 4

Mexico 46 4

North Africa and Near East 534 41

of which* Egypt 124 9

Algeria 83 6

Turkey 88 7

Sudan 45 3

Syria 40 3

Asia and the Pacific 367 28

of which* India 133 10

Korea Rep. 45 3

Pakistan 54 4

Europe (Southern) 21 2

of which* Cyprus 12 1

Grand Total 1316 100

Source*- W.F.P./l.G.C. 23/5 add. I.
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capita the largest commitment to a single country. (This will be

discussed further in chapter five.) This compares with India, where

0.25 dollars per capita per year of W.F.P. aid has been donated. Such

a small contribution is unlikely to make any impact upon development

in India, because of the 10% rule.

In the first ten years of its operations, only 14% of W.F.P.

resources were committed to the 25 least developed countries that have

22
been identified for special consideration by the United Nations.

In contrast, 19 countries with per capita incomes of over 500 dollars

(in 1972) received World Food Programme aid (although that is not to say

that the poor did not receive aid). The system of basing donations on

countries and not on indexes of poverty and need, leaves a lot to be

desired from a multilateral agency with the eradication of malnutrition

and poverty as its prime objective.

From 1963 to 1972, the World Food Programme completed 492 projects.

Their range of duration is shown in table IX to have three phases.

Between 1963 and 1966 the largest number of project commitments was over

a two-year period. In 1967/68, this increased to a three-year period

and, finally, in 1969/72, this increased further to a five-year span.

During the •experimental• period, W.F.P. projects did not exceed

five years1 duration, and the size was in the range of 200,000 dollars

to 500,000 dollars. Since 1969, project size has increased to between

1 million dollars and 2.5 million dollars. Similarly, the trend with the

duration of projects has increased from two years to five years. The

increase in range and duration of projects up to 1973 gave administrative

cost savings to the World Food Programme. With the shortage of food aid

in the post-1971 period, project size and duration is unlikely to increase

from the 1973 position.

The largest single project undertaken by the W.F.P. has been the
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Table IX

Development Projects by Range of Duration 1963-1972

Project Duration Number of Projects

1963 1964 1965 1966 1967 1968 1969 1970 1971 1972

Less than 6 imonths 2 4 4 4 3 4 5 3 6 8

From 7 to 12 i» 1 11 24 21 17 17 18 25 24 29

•' 13 to 18 it 2 19 27 27 16 13 12 14 13 15

" 18 to 24 t» 11 46 44 46 36 34 37 45 46 46

•« 25 to 30 it 1 1 1 3 9 10 7 8 9 6

" 31 to 36 ti 7 8 11 25 11 67 74 70 60 60

" 37 to 48 it 1 1 1 15 34 40 41 45 52 62

" 49 to 60 it 1 2 3 19 33 58 93 119 130 132

" 61 to 72 n 4 7 10 15 18 24 24

" 73 to 84 « 1 2 3 7 14 17 20

M 85 to 96 n 2 1 2 3 3 5 6

" 97 to 108 it 1 1 5 9 6 8

More than 108 n 1 2 2 5 11 13

Total

Total in US dollars

(millions)

26 92 115 166 212 261 319 378 403 429

22 54 65 165 245 436 798 1018 1081 1194

Source*- W.F.P./l.G.C. 23/5 p.99.
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Milk Marketing and Dairy Development Project (India 618 W.F.P./l.G.C.

19/9), which spanned a period of five years and cost a total of

55,960,000 dollars. This project can be regarded as a 'one off*, since

the milk inputs were made available to the V.P.P. authorities from the

E.E.C. Commission's surplus milk powder. Since 1976 the E.E.C. has

defiided to dispose of its milk powder surplus as animal feed in the

Community, rather than as food aid overseas.

World Food Programme food donations have altered their geographic

distribution since 1973, with a greater emphasis now being placed on food

aid distribution to lower per capita income countries. The trend through¬

out the first decade of its operations for larger and larger projects

has, in the post 'world food crisis' period, levelled off, as resources

made over to the Programme have, in real terms, diminished.

It can be concluded that a multilateral food aid agency was not

established until the 1960s because of the unwillingness of agricultural

producers to endorse plans for an agency which would have had a wide range

of powers to interfere with the free market in international agricultural

trade, and which would have had a number of policy objectives in addition

to food aid policy. Such an agency dealing with a number of policy

objectives would have been costly and complicated to administer, and would

not have simultaneously achieved all the objectives envisaged.

The World Food Programme was established on the understanding that

its concern would be with food aid policy alone. The W.F.P. receives

the greater part of its resources from the surplus production of developed

agricultural countries. The W.F.P. receives 70% of its reserves in kind

and 30% in cash. The commodities donated to it are mainly wheat. The

transportation of W.F.P. commodities is highly tied with 85% being

carried by nine nations. Multilateral food aid has not been entirely

above the pressures of national interests, particularly the interest
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of the major contributor to the Programme, the United States.

Over its first ten years, the W.F.P. has steadily increased the

number, size and duration of its projects. Multilateral food aid has

been distributed to five geographic regions, with North Africa and

the Near East receiving 41% of its resources. On the basis of country

donations, Botswana has received the highest per capita contribution

of W.F.P. resources, in this period. Chapters four and five will

investigate the W.F.P. project types, seeking to analyse the rationale

behind this unique form of aid distribution. In addition, the Programmed

practical experience as a food aid agency is discussed.
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Appendix A.

A note on the proposed changes in the World Food Programme arising

from the World Food Conference of 1974

The ad hoc World Food Conference of November 1974 *agreed* to deal

with the food crisis under three proposals. These proposals were as

follows J

(a) The creation of an International Fund for Agricultural

Development (l.F.A.D.)f to encourage food production in

developing countries.

(b) To increase world food security by establishing a system of

reserve stocks to ensure adequate supplies of food at reasonable

prices,

(c) The establishing of a ministerial level World Food Council.

The following comments may be made on these proposals:

(a) The Fund was to have amounted to 1,2 billion dollars; however, as

yet, the I.F.A.D, has not been established. The E.E.C. Commission is not

supporting the proposal, largely because the members of the nine cannot

agree on a common aid policy. The individual members of the Community may,

however, contribute to the fund, with the exception of France. The fund

for the l.F.A.D. is unlikely to reach the proposed 1.2 billion dollars.

This is largely due to the inability among the larger potential donors to

agree on how the costs of such a fund should be allocated among themselves.

(b) The proposed co-ordination of national stock policies to provide

World Food Security (the Boerma Plan) was accepted in principle by the

participants to the World Food Conference. (See chapter six, for a

discussion of the issues involved in establishing a World Food Reserve.)

The co-ordination of national reserve stock policies to provide World Food
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Security is hampered by the U.S.S.R. and China refusing to partake in
23

these discussions. Without the co-operation of both China and the

U.S.S.R. the provision of a world food reserve becomes a difficult

task. Indeed the large and irregular purchases of grain on the world

market, by these countries, provided a destabilising influence on world

grain prices in the early 1970s. The World Food Conference proposed that

10m. metric tons of food aid be set aside for annual minimum donations.

It was also intended that 2m. metric tons of this minimum food aid total

be channelled through the World Food Programme. However in 1975 both

these targets had not been achieved. The World Food Conference also

proposed that food aid donations, and intended donations, be estimated

in volume terms rather than in monetary terms.

(c) The World Food Council (W.F.C.) adds yet another tier of inter-

-governmental activity to the already complex procedures for multilateral

food aid (see chart on following page). The World Food Council will have

a permanent staff to assist the ministerial representatives from members

of developed and developing countries who sit on the Council. The Council

aims to find solutions to the problems of food deficit developing countries,

primarily by providing assistance to increase their agricultural output.

In addition, the W.F.C. may also deal with the problem of sharing the

burden of food aid costs amongst donors, attempting to increase the

annual volume of food aid donations from the levels of 1973/74 and

1974/75.
Finally, the Intergovernmental Committee of the W.F.P. was enlarged

and renamed the Committee on Food Aid in May 1976. The membership of

this Committee will comprise 30 countries, compared with 24 countries of

the Intergovernmental Committee but it is intended that the basic

principles of the World Food Programme will remain.



45

The Organisational Structure of the World Food Programme (1976)

UNITED NATIONS
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Agricultural
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Economic and
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World Food Programme
-Intergovernmental
Committee (30 member's)

Executive-Director of W.F.P,

Staff Project
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Transport
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Storage

Project
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the field
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Notes

1. Boyd-Orr in 'As I Recall* referred rather bitterly to the outcome
of the Hot Springs Conference* "The poor required food and all that
they got was statistics#"

2. F.A.O. Proposals for a World Food Board and World Food Survey,
Washington 1946. A World Food Survey was, however, established.
Measures such as a *protein gap*, 'calorie gap*, were those developed
by the F.A.O. The Economist in 1952 referred to this work and the
F.A.O. ass "a permanent institution devoted to proving that there is
not enough food in the world"•

3. 'As I Recall', Boyd-Orr, 1965, op.cit. and R.P. Sinha, 'World Food
Security*, J.A.E. 1976.

4. A.H. Boerma (1975), 'The Thirty Years War Against World Hunger',
Aberdeen, (mimeo), Boyd-Orr Memorial Trust, (see also chapter six).

5. See U.N.C.T.A.D. E/Conf. 46/47* Food Aid (international Commodity
Problems), F.A.O. Session 1949.

6. Freedom from Hunger Campaign, Basic Study No.2, Development through
Food, Rome 1961•

7. For elaboration of this view see G.E. Brandow, 'Conflicts and
Consistencies in the Agricultural Policies of the United States
and Canada*, American Journal of Agricultural Economics, Dec. 1973.
Also Sinha, op.cit.

8. For examples Brandow, G.E. Annals of the Am. Acad, of Pol. & Sci. 1960
Bronfenbrenner, M., A.E.R. May 1955.
Johnson, Gale, Ann. of Am. Acad, of Pol. & Sci. 1960.
Swerling, B.C., Kyklos 1961.
Viner, Jacob, Foreign Affairs, July 1951
Schultz, T., Journal of Farm Economics 1960.

9. R.L. Bard, 'Food Aid and International Agricultural Trade*, 1972.

10. United Nations General Assembly Resolution 1496 (XV) 27 Oct. 1960.

11. World Food Programme, Basic Study No.2. 'The Impact of Food Aid
on Donor and other Food Expoerting Countries.'
G.R. Allen and R.G. Smethurst, F.A.O. Rome 1965.

12. Freedom from Hunger Campaign, Basic Study No.2, Development through
Food, Rome 1961.

13. Sen as Director/General of F.A.Os "The main reason for lack of
progress to a multilateral programme appears to have been the reluctance
of governments to undertake measures which might weaken their national
initiative and national powers of control. In other words, the climate
was against multilateral action in operational fields as distrnct
from advisory or informational roles." Development through Food, p.14.

14. For example, R.G. Smethurst, Journal of Development Studies, 1969.
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15. The balance of representation of donors and recipients on the
Intergovernmental Committee is discussed by R.G. Smethurst, op.cit.
He argues that there is a bias in favour of developing countries
on the I.G.C. The evidence for this bias is baaed upon the number
of L.D.C.s on the 24-member I.G.C. The 13 members representing
developing countries, however, would not necesaarily mean that L.D.C.s
have a greater influence on the W.F.P., since the resources of the
Programme come from developed country donors whose influence may be
greater.

16. For further discussion of issues see T. Balogh, *Multilateral versus
Bilateral Aid*, O.E.P, 1967.

17. D.R. Wightman, *Food Aid and Economic Development*, 1968.

18. See World Food Program, a story of Multilateral Aid, Rome 1967.
Also Development through Food, op.cit.

19. See P.L.480 table (see chapter one).

20. D.R. Wightman, *Food Aid and Economic Development*, op.cit.

21. R.G. Stanley, *Food for Peace*, 1972, uses this method of estimating
beneficiaries. He has estimated, for example, thfct the numbers of
beneficiaries of the United States 'Food for Peace* (P.L.480) up to
1972 were 1.5 billion people. This figure was calculated by adding
up the population of every country that received U.S. donations,
regardless of whether individuals had received the food aid or not.

22. The United Nations General Assembly resolution 2768 (XXVl) of the
18 November 1972, identified 25 developing countries in need of a
special aid provision. The World Food Programme has decided to
provide 50% of the internal transport costs of its food donations in
these rountries. The W.F.P. policy before this resolution had been to
deliver food aid to the recipient country where the government then
met the internal transport costs of delivering the aid to the project.
The transport and storage costs of food aid in the low per capita
income developing countries are very high with these costs in the case
of Nepal, Bhutan, Niger and Guinea exceeding the world market price
of wheat in 1972 (see table X overleaf).

23. *Ad hoc Consultation on World Food Security*, E.S.C: W.F.S. 75/76
April 1975.
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Table X

Internal Transportation, Unloading and Storage Costs for W.F>P.
Development Projects in L.D.C»s (1972-76).

Estimated internal costs per metric
Country ton (US#1) at 1972 prices

Haiti 26

Sudan 50

Yemen Arab Republic 60

Burundi 20

Chad 50

Dahomey 27

Guinea 90

Mali 35

Niger 92

Rwanda 22

Upper Volt? 40

Botswana 15

Ethiopia 25

Lesotho 13

Malawi 42

Somalia 22

Tanzania 45

Afghanistan 30

Bhutan 180

Nepal 180

(5 countries have since been removed from the list



CHAPTER THREE

THE CONTROL OF THE DISPOSAL

OF SURPLUSAGRICULTURAL COMMODITIES
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Section I» The Principles of Surplus Disposal, the World Food

Programme and International Food Aid Policy

This chapter will investigate the problems and issues which surplus

production and its disposal through food aid programmes pose for

competition in agricultural trade. It will examine the rationale behind

government finaneing of stocks of surplus agricultural commodities, and

the international regulations to control surplus disposals will be

discussed with reference to the Committee on Surplus Disposals of the

F.A.O. This committee is an international body which deals with the

regulation of the disposal of surpluses and food aid in international

agricultural trade. It was responsible for the formulation of the

Principles of Surplus Disposal which were designed to prevent unfair

competition in agricultural trade and to ensure that food aid does not

undermine competition. The limitations and shortcomings of these

procedural rules or ♦principles* will be analysed. These 'principles*

have been particularly important for multilateral food aid since they

have, in part, determined the kind of operations the World Food Programme

has undertaken.

Clearly, if there was free trade in agricultural commodities, there

would be little need for the regulation of the disposal of surplus agri-

-cultural commodities. Since protectionist policies in agriculture are

the prime reason for surplus production, the abolition of protection

would also reduce surplus holdings. However, if there was such a reduction

in the volumes of surplus holdings, this would result in a reduction of

the size of food aid programmes.

The Committee of Surplus Disposal has argued that the long term

alleviation of hunger and malnutrition would depend essentially on progress

being made in raising the efficiency of production and distribution in
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developing countries. It could be said that progress in this direction

has been hindered by protection in agriculture which interferes with

commercial trade and the expansion of agricultural production in both

developed and developing countries. In Appendix B, the phases of food

aid policy and agricultural protection are described, and the relationship

between the two is explored.

The Principles of Surplus Disposal were formulated in 1954 to safe-

-guard commercial agricultural transactions against displacement by

dumping practices and by food aid transactions (i.e. concessional sales).

The Principles were designed as a working procedure to curtail the overt

and blatant dumping of surplus agricultural commodities such as are donated
v

1
through food aid transactions. On the recommendation of the seventh

session of the F.A.O. conference, the Committee on Commodity Problems (C.C.P.)

established a working party to consider the most suitable means of disposing

of agricultural surpluses. To this end the consultative Sub-committee

on Surplus Disposal (c.S.D.) was given as its terms of reference: "that

the disposal of surpluses be made without harmful interference with the

2
normal patterns of production and international trade." Consultative

machinery in the form of monthly meetings in Washington, at the permanently

established Committee on Surplus Disposal was an accepted proposal of the

working party. The monthly meetings of the Committee on Surplus Disposal

provides a forum where the interests of third party exporting countries

can be discussed in advance of disposal agreements between donors and

3
recipients of food.

The original working party on surplus disposal was composed of eight
4

members, of which two could be said to represent developing countries.

The Committee decided that national price support policies were a permanent

feature of agricultural trade and out with their terms of reference, as

was the closely linked phenomenon of recurrent stock accumulation. The
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Sub-committee on Surplus Disposal produced general principles which had

three main objectives for formulating disposal programmes. They have

5
subsequently been accepted by over 50 countries. These principles were

expressed in broad terms and aire subject to interpretation by the members

agreeing to them. The three concepts which make up the Principles are:

Additionality, Orderly Disposal and, Voluntary Consultation.

The First Principle, •Additionality' concerned cases where surplus

agricultural commodities were given in such a manner as to increase

consumption in poor countries without damaging commercial interests or

commercial exports. That is food aid should be additional to commercial

sales. This principle of additionality was held by the committee to be the

foremost policy for the absorbion of excess supplies of food and they sought

to achieve this in 'courageous policies* for increasing consumption in poor

countries by raising general/external purchasing power. In short, countries

would be sold food concessionally and inconvertible currency would be

accepted in payment. This principle of additionality aims to benefit both

commercial interests and poor countries. However, without specifying this

concept further, in practice it is not always possible to say if food aid

has been additional. That is to say, a country may have purchased food

(wheat) at world market prices, but because food aid is offered at lower

prices this may be preferred. Clearly what constitutes additional agri-

-cultural imports in developing countries, is not easily determined in

the form defined by the C.C.P. In fact, the definition of additionality

was to be decided between donor and recipient. Consultation with third

party exporters who might have been affected by a food aid agreement was

not obligatory. Consequently, the additionality principle only offered

a partial safeguard of commercial interests.

The Second Principle of 'Orderly Disposal of Agricultural Stocks'

was considered desirable by the C.S.D. to prevent wide fluctuations in
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prices and output of producing countries, especially when in a downward

direction! "That member Governments which have excess stocks of agri-

-cultural products should dispose of such products in an orderly manner

so as to avoid any undue pressure resulting in sharp falls of prices on

world markets, particularly when prices of agricultural products are

generally low." The potential disruptive effects of large stocks of

agricultural produce on world agricultural growth makes orderly disposed

of these stocks desirable.

The Third Principle considered! "That where surpluses are disposed

of under special terms, there should be an undertaking from both importing

and exporting countries that such arrangements will be made without harmful

interference with normal patterns of production and international trade."

Voluntary consultation between members agreeing to the Principles was

considered appropriate to the observation of the objectives embodied

in the Principles.

While offering these general principles the Committee found that it

was not possible to offer a generally acceptable and precise definition

of the term ♦surplus*. They concluded "that it will generally be possible

to appraise the surplus element involved in a given market situation by

6
reference to some commonsense pointers." Commonsense pointers may be

taken to mean a consensus of opinion in the C.S.D. on what constitutes the

surplus element, rather than attempting a rigorous definition of surplus

production and its causes.

The difficulties arise in attempting to give an adequate definition

of a surplus commodity because of the presence of stocks of a particular

commodity, and government intervention in the form of price support

policies. Stocks of agricultural commodities can be held by governments

for a number of purposes. Stocks can be held for purposes of price

stabilisation in the commodity concerned. For example, the existence of
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large stocks of grain held by the United States provided price stability

on the world market in grains during the fifties and sixties. Stocks

can also be held for reserve purposes. The U.S. stockholdings in the

1950s and 1960s provided *World Food Security* and a World Reserve that

could be drawn upon for food shortages and emergencies. The costs of

these stocks were borne by the United States Treasury. However, one might

assume that since the released stocks would have lowered world prices, it

follows that part of the costs of these stockholdings must have been

borne by the major food importing countries through the higher prices of

food imports, if only in the short term. Emergencies may be another reason

for building up stocks, such as strategic stockpiles in times of war.

Surplus holdings may be an unavoidable outcome of agricultural price

and income support. For example, the U.S. holdings of large quantities

of wheat in the fifties and sixties was a consequence of the internal

agricultural policy of the government rather than primarily a stock policy.

Similarly, the E.E.C. Common Agricultural Policy, with the aim of self-

sufficiency in food production and with an internal price support policy,

has accumulated structural surpluses.

Since government stocks of produce are not earmarked for specific

purposes, the difficulty arises in interpreting the purpose of large

stockholdings. Governments will tend to hold large stocks of commodities,

compared to those held by the free market, as the costs can be borne from

the general revenue. As J.M. Keynes has written: "It is an outstanding

fault of the competitive system that there is no sufficient incentive to
the individual enterprise to store surplus stocks of materials, so as to

maintain continuity of output and to average, as far as possible, periods
7

of high and lew demand."

The C,S.D. Principles recognised the different purposes of stock

policy pursued by governments, but offered no recommendation other than
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that stocks should be disposed of in an orderly manner. However, in the

fifties, there existed sterilised stocks of commodities which did not

influence the world market price. The stocks of Brazilian coffee provide

one example of this. The near monopoly held by Brazil in coffee production

would have resulted in prices for coffee being lower in the event of

rapid disposal, than in withholding these stocks from the world market.

Because of the virtual monopolv in production and in marketing of

Brazilian coffee, a fast liquidation of stocks would have been counter¬

productive to the Brazilian Government. Clearly, government stock policy

will be governed by a number of factors, that all governments involved

in stockpiling would not necessarily agree upon.

Having accepted the stock policy and price support policy of the

major agricultural producers, not surprisingly, the C.S.D. judged it

difficult to compile surplus commodity statistics for reference to

disposal activities.

It is generally considered that the large stocks of wheat held in

North America during the mid-sixties played an important part in suppressing
8

the free market price of that commodity. Since 1933, the agricultural

support policies pursued by the U.S. Government had, as a major objective,

the improvement of incomes in the agricultural sector. This was achieved

through a variety of instruments. Price supports provided incentives for

the farmer to increase production, without regard to demand. Supplies in

excess of effective demand were stockpiled at the expense of the United

States tax-payer. The 1950s saw increases in productivity resulting from

the increased use of chemical technology, high yielding seeds and

mechanisation. This in turn added to the stocks of food products. The

U.S. Government offered export subsidies to exporters of food products.

Export subsidies under U.S. support amounted to 40# of the world market

price. This policy could make a 40# difference between the internal
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price and world price of wheat. The existence of these stocks was

an outcome of the internal agricultural support policy. However, since

the U.S. is a major commercial exporter of grains, (the U.S. dominating

5075 of the world market, and the combined grain exports of Canada and

America taking up over 66% of the total world market), their effect on

the world market was a stabilising one and not necessarily competitive.

One view on the effects of U.S. government intervention in the

agricultural trade sector argues that competitiveness was not impaired

by this policy: "It seems that most of the export subsidies and domestic

protection afforded to American agriculture may have served simply to

offset the special loss of competitiveness created by price supports

and that one set of policies have largely compensated for the effects

of another." 10
The difficulty in estimating what the world price of agricultural

commodities would have been in the absence of protective policies is

complicated as account would have to be taken of the effect of large

stockholdings and export subsidies on market prices. Realising these

difficulties, the C.S.D. decided that even in cases where a government

has not declared its stockholdings as being in surplus, a consensus for

the particular •surplus* commodity cnoruld be agreed by the members of
11

the committee.

In accepting national price support policies and the existence of

stocks as a •fact of life*, the Consultative Sub-committee considered

that the mechanism of free market prices may at times be a very inadequate

instrument for regulating supply and demand, particularly in the case of

agricultural commodities. However, they did not see the abandonment of

protective measures as a solution to the surplus disposal problem because the

Sub-committee accepted the national policies which had brought about the

surpluses in the first place. The C.S.D. did not wish to criticise national
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policies, but to provide a permanent forum for consideration of surplus

problems and possible agreed solutions to surplus disposals.

It was not possible for the C.S.D. to define surplus production

with reference to a given price, since current prices could mean prices

asked for on the world market, or prices current for a particular type

of transaction in the seller's country. Using a trend price for the

particular commodity would not have solved the problem either, since

large stockholdings and the policy of agricultural protection had

existed over a long period of time.

The existence of export subsidies, or import levies, makes the use

of price as a reference for surplus commodities difficult. Even when

stocks are low, excess productive capacity, resulting from support

policies, complicates the definition of surplus. The United States has

over-capacity in production in relation to domestic effective demand, and

world effective demand is constrained by a number of factors such as

import levies or shortages of foreign exchange in potential importing

countries. The E.E.C. also has over-capacity in sectors of its agriculture

which is encouraged by price supports. In short, when protection exists

in agricultural trade in major agricultural exporters and importers, the

use of price as an indicator for estimating surplus production is not

possible. The policy of protection offers problems beyond the terms of

reference of the Consultative Sub-Corrmittee on Surplus Disposal.

The subject of a reference price for particular agricultural

commodities is one on which the U.S.A. and the E.E.C. have failed to agree.

A surplus situation could be deemed to exist when world market prices fall

below agreed reference levels. However, the U.S. has judged the reference

price suggested by the E.E.C. to be too high. In fact, the U.S. has been

consistently reluctant to specify particular prices in discussions on

12
moves towards agricultural free trade.
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In the case of food grains, a possible definition of a surplus

would be the excess of stocks over an agreed definition of •normal*

stock holdings. These could be defined in terms of food reserves, that

is the number of days of normal consumption held in reserve. Although

there might be some argument on the definition of the desired number of

days* reserves, it would probably be possible to reach some agreement

13
on a general desirable level of stock reserves. Although in the United

States, 66 days* consumption has been estimated to be a minimum safe

stockholding reserve, they deem it necessary to keep two years* supply

in reserve (this includes seed and animal feed). These stocks might

be considered as the necessary precaution against natural fluctuations

in climate and weather, and not as a threat to competition.

On the assumption that all nations held reserve stocks of food,

14
as envisaged by the 1974 Boerma Plan, to meet world food security,

surplus stocks could be defined in terms of physical quantities, over

and above minimum reserves held as national stock security. The minimum

reserves would include a weather factor reserve, and seed stocks.

Surplus capacity in agricultural production, in relation to effective

demand, is also encouraged by price supports and export subsidies. Food

aid can be donated from current production, as well as from abnormal

stockholdings. Vhen this is taken into account with government intervention

policy and the use of food aid concessional sales policy, a special danger

to commercial agricultural trade results. The view taken by the Consultative

Sub-committee was that an export operation was not considered as a surplus

disposed operation merely because there was an element of subsidy to

bridge the gap between domestic and export price, but because of the

existence or expectation of abnormal stocks. Harmful interference with

normal patterns of trade could result because of the terms granted and/or
the quantities and rates of movement of the commodities concerned.
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The Principles of Surplus Disposal were accepted by bilateral food

aid donors and proved their worth in respect of barter agreements which were

curtailed in the late fifties by the U.S. authorities in response to

complaints from Canada, Argentina and Australia, whose commercial exports

were being damaged by these agreements. The Sub-committee on Surplus

Disposal provided a forum where the commercial interests of competing

agricultural exporters could be safeguarded from blatant dumping and

unfair trade practices. Although there was no compulsion attached to the

C.S.D. or any enforcement of its principles, member countries generally

responded to consultation in a favourable manner.

The Principles of Surplus Disposal have provided an international

code of behaviour, on which the *rules of the game* for surplus disposal

are agreed between member F.A.O. nations. The consultative machinery has

offered an opportunity for a reappraisal and redefinition of the Principles

in the light of changing surplus holdings and disposal policy in inter-

-national agricultural trade. The concentration of surplus stocks in the

U.S. and the willingness of its government to consult with interested

third party countries in its surplus disposal and food aid operations,

has made possible the *success* of the Principles of Surplus Disposal.

A measure of this *success* is the smaller number of complaints made to

the Committee on dumping by member countries.

The Principles have also played a central part in the shaping of
15

multilateral food aid operations. When the W.F.P. came into existence,

it emphasised its adherence to the Principles, indeed all its proposed
16

food donations automatically are vetted by the C.S.D., with the exception

of emergency operations, which go ex post facto to the Consultative Sub¬

committee. Multilateral operations to individual countries are generally,

with few exceptions, small in size when compared with the operations of

larger bilateral food aid programmes. The W.F.P. small project size and
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method of food aid distribution makes the displacement of commercial

agricultural production and sales less likely than it is with large

bilateral food programmes. Although both multilateral and bilateral

programmes are not bound by the C.S.D., it is unlikely that the Executive

Director of the W«F.P. would discount any recommendations made by the

Committee, The Principles of Surplus Disposal are regarded by the W,F,P,

17
authorities as the *cornerstone of International Food Aid Policy*•

In fact, it can be stated that without the acceptance of these principles,

the ¥,F,P, would not have been possible,

Hie Principles are a guide to surplus disposal and food aid

operations; however, in practice, the fulfilling of these rules affords

difficulties. Difficulties arise when food aid, designed to augment

the recipient's economic development, is considered in the light of a

case for additional consumption. In its strictest form, the additionally

principle operates when food aid is used to combat famine or to improve the

diets of children. Food aid strictly adhering to the additionality

principle is beyond criticism, since programmes would be designed for

increasing the food consumption of poor people; however, if distributed

through open market sales in the recipient economy, it will not

necessarily improve the diets of the poor, unless specific measures are

18
taken by the government to increase their purchasing power.

In an attempt to meet the additionality principle measures such as the

provision of special outlets for food aid were designed so that they could

be used by low income and vulnerable groups in the recipient economy. For

example *fair-price* shops in India provided a sales outlet for food

donations at prices lower than the prevailing internal prices of 'similar*
19

commodities. These shops were situated in poor areas, attempting to

ensure that the food aid would reach the poor and thus achieve additionality.

Other measures, such as mass feeding programmes and the donation of food to
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schools for their own consumption, may meet additionality.

In fact, about three-quarters of bilateral food aid does not satisfy

the additionality principle, if this principle is strictly applied,

which would include almost all of P.L.480 Title I donations. Professor

Farnsworth writes:

"Despite humanitarian claims to the contrary, such wheat
is not used to 'feed the hungry1 in the poorer countries.
It is true that it goes to L.D.C.*s. But rather typically
it is sold through ordinary market channels to the well-to-
do, who can afford this luxury cereal."

Whether open market sales of food aid have caused the displacement

of commercial sales or indigenous production of staple food stuffs, is

an empirical question. It would require a country by country analysis

of food aid on recipient agricultural production and commercial imports,

assessing each programme on its purpose, results and impact. Unfortunately,

empirical evidence on this question is not plentiful or readily available.

The few studies which have been published suggest a mixed effect on

developing countries of food aid donations. To take an example, empirical

investigation has indicated that South East Asia, once a net agricultural

exporting region, has changed to a net importing region while receiving
21

large volumes of food aid. This is especially so of rice exporting

countries (such as Thailand) whose •traditional markets have been displaced

by concessional sales of wheat. In contrast to the view that food aid

has displaced local production and is therefore harmful to the long term

development of the recipient, is the example of Japan. The evolution of

Japan from a concessional sales recipient to that of a hard currency

purchaser of wheat is considered by the P.L.480 administration to be a

model example of the benefits of donations without the disruption of

indigenous production, since Japan increased her own food production while

receiving food aid.
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Concessional sales of surplus commodities can contain an element of

both commercial promotion and aid, indeed these are two of the goals of

U.S. food aid policy (see chapter one). In the case of concessional wheat

sales to Columbia, local wheat producers were unable to compete with food

22
aid imports. Clearly in this case the additionality principle did not

guard against food aid displacing local commercial production. To determine

whether a food aid transaction has fulfilled the additionality principle

would require a study of the commercial imports, food aid transactions

and local production and prices of agricultural products in the recipient

economy, over a period of time. Since this can be known only after the

food aid has been given, the principle of additionality is not providing a

safeguard to all producers. As *open market sales* of food aid will only

be partially additional, some agricultural trade or local production will

be displaced. The additionality principle may provide some safeguard to

international agricultural trade; however, local production may be

displaced where food aid imports are sold in the recipient open market.

It is argued that additionality can be achieved if a differentiated

market is created for food aid distribution. In India, Programme food aid

was distributed through *fair-price shops* (differentiated market) which

were designed to ensure that food aid was additional. However a differen-

-tiated market for food aid would not ensure that this aid was additional.

*Fair-price shops*, without increasing the purchasing power of the poor,

would not necessarily mean that the poor were able to purchase the food

offered. This method of distribution of food aid can only give partial

additionality, since recipients may choose to purchase this aid instead of
23

locally produced food.

It has been suggested that the additionality principle can be met

if food aid is earmarked by providing groups in the recipient economy with

•food stamps* or vouchers. These vouchers could be given to groups to
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obtain food aid to supplement their diets. Food stamps, as such, would

not ensure that additional consumption was being met and that local

food production was not being displaced. This distributive measure might

also entail high administrative costs. It may also be impractical to

identify those who would benefit from vouchers or food stamps, in those

countries where the market has not already developed and where population

information is inadequate. Similarly, a points rationing scheme would not

necessarily ensure that additionality was being achieved and there would

be added administrative costs,

Additionality as a principle provides a reminder to participants

in food aid transactions of the potential displacement of local and

commercial trade which can result from especially concessional sales of

aid. However, sis a mesisure of the displacement effects, additionality

is imprecise. Unless the aid is given to feeding programmes, it is

uncertain that the food aid has been additional.

The weakness of the additionality principle as a practical measure

to safeguard commercial trade against displacement by food aid transactions

was recognised by the C.S.D, It was observed that a 'grey area' was being

created between commercial and concessional trade which made the additionality

principle difficult to apply. Two reasons for the emergence of these grey

areas can be given. Firstly, adjustments were being made in the U.S.

P.L.480 programme and the concessional element was being replaced by a

more commercial element. In short, the terms of P,L,480 aid were becoming

harder (see chapter one). Secondly, surplus accumulations in countries

such as the E,E,C. were bringing about a liberalisation of credit terms

24
in transactions which were otherwise commercial. An example of this

would be the E.E.C, sales of butter to the U.S.S.R. in the late 1960s, at

concessional rates.

In the late 1960s this situation was becoming increasingly complex -
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supplies;;! and a larger number of countries were involved. Japan, for

example, began a concessional sales food aid programme. Part of the

supplies entering extra-commercial transactions came from current pro¬

duction, rather than from stockholdings. These grey areas were between

normal commercial trade and food aid} that is, on conditions which could

not be classified as belonging to either category. The indiscriminate

growth of transactions with special terms, it was felt, undermined

commercial trade.

In response to these changes, the C.S.D, recommended the introduction

of the Usual Marketing Requirements (U.M.Rs.) to add more precision and

practical definition to its principles. Usual Marketing Requirements

are the amount of a commodity which the food aid agreement requires the

recipient nation to import on a commercial basis. The C.S.D. report of

1968 recognised that additionality was very difficult to express in practical

terms because it was almost impossible to determine how much of a particular

commodity a country would have imported in the absence of a transaction
25

on special terms. The U.M.R. had been introduced by the U.S. P.L.480

programme, to safeguard its own commercial exporters as well as those of

competing third party exporters. The concept of Usual Marketing Requirements,

as used in U.S. bilateral programmes, to meet the additionality requirement,

was considered by the C.S.D. to be more generally acceptable to exporting

countries. The Usual Marketing Requirement is normally based on the

country*s historical, commercial imports of the commodity and is decided

between donor, recipient and third party exporters who may be adversely
P6

affected by the transaction.

If U.M.Rs. are tied to the donor, third party exporting countries

may in fact be worse off than if no U.M.Rs. were used at all. The tying

of aid to commercial purchases from the donor is a highly reprehensible
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commercial conduct. A possible exception to this is if the donor has

been the principal historical supplier of a commodity, then he may offer

27
price concessions to purchases made to his traditional markets.

The introduction of U.M.Rs. as a proxy for additionally appears

to offer a more precise rule for preventing the displacement of commercial

sales in agricultural trade. However, depending upon the circumstances

and the specific terms of a U.M.R., its effects may be favourable,

unfavourable, or indifferent for agricultural trading competitors. U.M.Rs.

represent a formal recognition of tied sales and, as such, do not

necessarily benefit third party agricultural exporters and may, indeed,

harm them. Similarly, the practice of "offsets" require aid recipients

to match excess imports with additional purchases. Offset tying like

U.M.Rs. do not safeguard commercial competitors. U.M.Rs. as a modification

to the First Principle of Surplus Disposal has not afforded commercial

competitors free access to markets or safeguarded their interests any more

than additionality has done.

The Second Principle of Surplus Disposal, that surpluses should be

disposed of in an orderly manner to avoid violent fluctuations in price

or output of agricultural commodities, is recognised by the member nations

of the F.A.O. Consultative Sub-committee on Surplus Disposal as beneficial

to agricultural producers, Sharp falls in agricultural prices are liable

to adversely affect world production of the commodity concerned. Since

poor countries are unable to purchase commodities because of lack of

foreign exchange, short term price falls may benefit them. However, short

term gains may be offset by longer term losses if their production was

cut back in response to falling prices. On the other hand, rising prices

may be beneficial to developing food exporting countries in providing

a stimulation to their exports. Nevertheless rising prices and lack of

external purchasing power by food importing L.D.Cs. may result in hardship
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and near-famine conditions. In Bangladesh in 1974, rising world prices,

inadequate foreign exchange, poor internal production and no reserves,

precipitated a famine. The predictability of agricultural commodity

price trends is desirable for food deficit countries so they can allow

for adequate provision to be made for purchase of imports.

Notwithstanding the success of the Green Revolution, it is unlikely

that food deficit countries with high population growth can dramatically

increase food production in the short run.

The Third Principle of Surplus Disposal stressed the need for

voluntary consultation on proposed donations, prior to the signing of

agreements between donors and recipients. This was to avoid *harmful

interference with normal patterns of production and international trade*•

This Principle has emphasised ^harmful interference* as it has not been

possible to reach an agreement on what is meant by the normal patterns

of production and trade in agricultural commodities. The difficulty

arises because there is no objective economic guide to basic wheat
28

values, trends and relationships. There has not been an international

free market for wheat since the thirties, and even then, that decade was

characterised by world depression and a North American drought. Therefore

it is not possible to say for certain that wheat prices, production and

exports are in line with basic trends. It can be argued that it is a

combination of both historical and economic criteria that is required to

explain trends in agricultural production. However in the final analysis
29

these are subject to interpretation by members of the G.S.D.

Although the C.S.D. Principles of Surplus Disposal appear, on

examination, to be imprecise and subject to a wide interpretation, they

have provided a frame of reference for international co-operation. The

Principles act as a warning system for the misuse of food aid transactions

and dumping activities in agricultural trade. This is because the system
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is based upon reciprocal observation of consultative procedures and

also the willingness, on the part of food aid suppliers, to apply these

procedures in such a manner as to take into account the expressed

interests of all affected parties.

It is stated in the F.A.O. Principles

"Whatever form food aid may take, it will contribute
to the lasting solution of the world food problem
only if it neither displaced food production or

trade, nor discourages their expansion in the
developing countries."

The Principles have possibly been less successful in preventing food aid

30
adversely affecting agricultural production in some developing countries.

Nevertheless, the Principles have provided an imperfect guide to food aid

transactions and have attempted to minimise the potentially harmful

disruption of international agricultural trade. The volume of food aid

given and the state of the market will determine the usefulness of the

Principles of Surplus Disposal. With the relative shortage in food aid

(concessional sales) and the decline in surplus holdings, the problem of

disposal tackled by the Principles has largely disappeared, or at least

become more manageable.

In conclusion, the control of surplus disposal and food aid trans¬

act ions by the Principles of Surplus Disposal has served to reduce

overt dumping practices. However, the control of surplus commodities

and stocks, to ensure that they are not being used 'unfairly* to displace

the trade of competitors, cannot be fully dealt with by such Principles.

The cause of large surplus holdings has been primarily the policy of
%

agricultural protection in developed countries. Since these policies

operate export subsidies and import levies which interfere with free

competition in agricultural trade, the determination of fair competition

becomes a difficult task. The holding of agricultural stocks for a variety
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of purposes, such as price stabilisation or reserves against shortfalls

in production, makes the definition of a 'surplus1 commodity an inexact

and difficult exercise. The Principles of Surplus Disposal do not define

surplus production, but rely on voluntary consultation between countries

to reach agreement by concensus on a working definition. However, in

the absence of free trade in agricultural commodities, 'unfair* competition

between producers cannot be entirely guaranteed by voluntary consultation.

The principle of additionality offers an inexact rule for safe¬

guarding the displacement of commercial production by food aid transactions.

With the possible exception of feeding projects or nutritional projects,

food aid will only be partially additional and therefore commercial

trade or local production will be in part displaced. The introduction

of Usual Marketing Requirements formally recognises tying and as such

does not safeguard agricultural competition. The second principle

•orderly disposed' and the third principle 'normal patterns of trade',

are equally imperfect as a guarantee for fair competition in agricultural

commodity trade. Orderly disposal of surplus production may ensure that

fluctuations in agricultural prices are not caused by surpluses? however,

it is difficult to determine what constitutes normal patterns of trade in

agriculture. While the C.S.D. offers the opportunity for voluntary

consultation and discussinn on the disposal of surplus agricultural

commodities, the question of agricultural protection is not considered

by the Committee.

The W.P.P. has adhered to these principles (especially that of

additionality), and has attempted to ensure that all its food aid operations

meet these criteria. It can be said that these principles have been

responsible for providing a system of food aid control which, in turn,

allowed the acceptance of the World Food Programme as a multilateral

agency dealing in food aid operations.
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Appendix B

The Phases of Food Aid Donations and the Policy of Agricultural

Protection in Developed Countries

From 1954, vhen the United States food aid policy was introduced,

three distinctive phases in food aid policy can be said to have evolved.

These phases may be characterised as (i) Surplus Disposal, (ii) Surplus

Utilisation and (iii) Residual.

The first phase ^Surplus Disposal* lasted from 1954 to 1966, During

this period food aid was considered as a convenient way of disposing of

costly to store agricultural surplus production. Food aid was offered at

concessional prices although grants of food were given to developing

countries. Surplus agricultural commodities in the period 1954 to 1958

were bartered, mainly in Europe, for other commodities.

The second phase, 'Surplus Utilisation*, can be identified as lasting

from 1966 to 1971• During this phase, food aid was considered by the U.S.

as offering advantages to developing countries as well as being a means

of disposing of food surpluses. During this phase food aid donations

reached their annual volume peak, in 1966. This phase saw the introduction

of the *self-help* clause into P.L.480, to ensure that recipients were

talcing steps to increase their own level of agricultural growth and

economic development. The 'Surplus Utilisation' phase saw the acceptance

of multilateral food aid in 1966. In 1968 both Japan and the E.E.C.

Commission established their own food aid programmes. Towards the end

of this phase, the United States altered the terms of its food aid and

reduced the volumes of its donations.

The third phase, 'Residual*, can be identified from 1971. Food aid

was regarded by the United States as a residual from commercial sales.
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The U.S. as a world wheat exporter can, in the post-1971 period, obtain

higher prices for her agricultural produce. The large accumulations of

agricultural stocks that were held in the fifties and sixties have been

reduced and consequently are not available for donation as aid. (This

policy change is examined further in chapter six.)

These three food aid phases reflect the changes in the U.S. food aid

policy and agricultural trade policy. The *residual phase1 marked a

distinctive change in the agricultural policy of the Uriited States,

whereas the earlier two phases reflected the change in food aid policy

alone.

The origins of •international1 food aid policy can be traced to the

internal agricultural policy of the United States in the period from the

1930s onwards. During the inter-war years, the downturn in commodity

prices of the 1920s, the general economic depression of the 1930s and the

•Dust Bowl* which had resulted from imprudent agricultural practice

preceded the U.S. government intervention on a massive scale into the

agricultural sector. The protection of American farmers* incomes and

the stabilisation of output were the primary functions of the Agricultural

Adjustment Act(s) of the mid-thirties. The Second World War brought

prosperity to U.S. farmers with output increasing to meet Allied demand,

with Lend-Lease providing an outlet to surplus produce. This policy

developed in the post-war years into the Marshall Plan resulting in half

31
of the U.S. assistance to Europe being given in the form of food grants.

The combination of government price supports and increases in

agricultural productivity, through increased application of mechanical and

chemical technology, caused the growth of vast stocks of cereals in the

United States. In 1960, in spite of six years of food aid programmes

32
there remained in storage four years annual production of cereals.

At a given world market price, these stocks were far in excess of both
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33domestic and international requirements. The increasing costs and

burden on the U.S. Treasury of storing, maintaining and administering
34

these structural surpluses, necessitated action for their disposal.

Food aid donations and concessional sales, it was argued, served

a dual purpose. Surplus stocks could be disposed of, and these stocks

could provide foreign aid assistance to food deficit countries. The

cause of the stock accumulations was rationalised from being a burden

on the U.S. tax payer, to providing an asset to food deficit countries,
35

and a furtherance of U.S. foreign policy.

In the thirties, surplus commodities had been destroyed, but this

policy became unacceptable as a solution to surplus accumulations in

the fifties. An alternative long term solution to the problem of

surplus capacity and large stockholdings was the adjustment of farm

structures. However, allowing prices or output of agricultural produce

to be set by the free market was unacceptable to the U.S. authorities

(in the 1950s) because of the lowering of farmers* incomes which would

ensue. The possibility of raising farm incomes, through direct welfare

payments to farmers, rather than through price supports, was not considered

as an acceptable solution to the problem of agricultural adjustment.

In the 1960s, the stockholdings were reduced by the introduction

of incentives to farmers to set aside productive land as *soil banks*.

The removal of one-sixth of agricultural land in the U.S. from production

had, as its purposes, the reduction of stockholdings by the U.S. government

and the preservation of marginal land which to some extent offset the

increases in agricultural productivity that had added to the surplus

accumulation of commodities.

Towards the end of the 1960s, major changes were made in the internal

agricultural support policy of the United States, which had considerable

implications for future food aid availability. While still pursuing a
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protectionist policy in agriculture, the United States changed from an

•active* support policy of * price setting* to a *passive* policy of

allowing the world market to determine the price of agricultural

commodities, providing the shortfall on the trend price of the commodities

to the farmer should the need arise. The U.S. government decided, in

line with this policy change, to reduce its stockholdings, thus ensuring

that large government stocks would not interfere with free market prices.

With stock depletion, the U.S. food aid policy changed, from that

of the 1950s and 1960s which had been based upon large stockholdings and

acceptance of payment for food donations in local non-convertible currency,

to new harder times for food aid. Prom 1971, payment would be in dollars

or convertible currency. Consequently, donations have decreased in volume

because prices are more in line with the free market and less food is

available for aid. Food aid is now residual to commercial exports of

United States agricultural produce, while earnings from commercial

exports of agricultural comnodities have increased from 8 billion dollars

in 1971 to 21 billion dollars in 1974.

The basis of the bilateral food aid programmes, both of the United

States and the growing programme of the E.E.C., lies in the protective

nature of their respective internal agricultural policies. In the case

of the United States, as the internal support policy has been modified

and stocks reduced, concessional sales of food surpluses have become

unnecessary for the donor and unavailable to a large number of recipients.

On the other hand, food aid availability from the E.E.C. depends upon which

commodities are produced in surplus, which is in turn dependent upon the

operations of the Common Agricultural Policy.

The policy of agricultural protection in both the U.S. and the E.E.C.

arises from the desire of their respective governments to afford regional

groups higher incomes than their farm sizes and the free market would
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provide. The U.S. policy dates from the 1930s whereas that of the E.E.C.

dates from the late 1950s. The policy of protection pursued by the E.E.C.

aims for self-sufficiency in food production. It also seeks to increase

the income of small inefficient farmers.

Since both governments follow a policy of protection for their own

particular objectives, to determine which country has the greater level

of effective protection is a task beyond the scope of this work. However,

the costs of protection to the respective governments can be indicated

by the subsidies given to their respective agricultural sectors.

The United States subsidy to agriculture in 1974 amounted to some

21 billion dollars. This subsidy represents a per capita contribution

to United States agriculture of 105 dollars. For the E.E.C., the

Common Agricultural Policy subsidy was 2.25 billion units of account in

1974. The total farm support in the nine countries, including C.A.P.

support, was 14.3 billion u.a. in 1975.

The policy of agricultural protection has provided the basis of

the large U.S. food aid programme and also the emergence in 1968 of the

E.E.C. Commissions food aid programme. Food aid has grown from these

policies, although it is possible that food can be given as aid without

the necessity of agricultural protection. (One means of providing food

as aid without protection is discussed in chapter six.) Clearly, food

aid programmes are not a justification for protection in agriculture,

but have been one outcome of such policies.
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Section I. The Rationale for Food-for-Work Pro.jects and their

Practical Problems

This chapter and the following chapter will deal with the

problems of the management of multilateral food donations. This

will include the administration of W.F.P. resources and projects.

In section If the rationale for giving food aid for direct use in

projects (the project approach) will be the subject of discussion.

The advantages and disadvantages of using food as an incentive for

development projects, employment creation and as a general development

aid will be described. In section II, consideration will be given

to the practical experience of the World Food Programme over the

period 1963-1972 and the problems of the economic estimation and

assessment of W.F.P. projects will be explored.

The World Food Programme has specialised in the project approach

in the donation of its aid to developing countries. It has directed

its food aid directly to specific projects, rather than allowing

recipient governments to sell the aid on their internal markets and

use the resulting funds to finance projects (i.e. the programme approach).

The project approach to disbursements attempts to ensure that food aid

will not displace commercial trade or production in the recipient economy.

Food aid should take the form of additional consumption in the recipient

economy and also it should be directed to economic activities which

will encourage investment, employment and economic growth.

The food aid operations of the W.F.P. have been guided by the

Principles of Surplus Disposal. As originally conceived, the W.F.P. had

intended to donate its food through the well tried programme approach

of bilateral donors.^ However, it was decided by the Intergovernmental

Committee that the project approach would be developed during the
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•experimental period* of the Programme and experience would be gained

in this method of donation.

During these first three experimental years, a number of W.F.P.

projects were conceived in haste and ill-planned, leading one expert

to comment that many of the projects were "half balced and ill thought
2

out". Nevertheless, the World Food Programme has continued to develop

and refine the project approach as the central approach to multilateral

food aid, in spite of the difficulties experienced during the

•experimental period1. The W.F.P. authorities argued that three years

was an insufficient period of time in which to judge the project

approach to food donations.

The project approach to food donations had been studied in detail

prior to the establishing of the W.F.P. In 1955 the C.C.P. had

commissioned a pilot study in India to •investigate* "the uses of

Agricultural Surpluses to finance economic development in under-
3

developed countries". The purpose of this study was to explore possible

methods of surplus disposal that could contribute to the growth and

development of developing countries. It was recognised that the lack

of effective demand for food in developing countries was a considerable

obstacle to increasing consumption, as wais the inefficiency of the

recipient country*s productive and distributive systems.

The rationale behind the feasibility study was that food surpluses
4

existed and that they might be put to effective use as aid. The

identification of efficient projects for using food aid as an incentive

was the aim of the study. It was not concerned with comparing the

effectiveness of food aid against other types of aid but with increasing

the effectiveness of food aid as one form of development aid.

It was argued in the report that unemployed and underemployed

people, local materials and local resources could be put to work to
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construct infrastructure. Projects in this area would be concerned

with the building of roads, wells, darns, irrigation canals, schools,

warehouses and processing plants. The pilot study reasoned that in

the short and medium term, food aid could help to satisfy a large part

of the increased demand for food from those people who had been put to

work on these projects. These projects would provide a means for

increasing the productive capacity of a developing country. This would

mean that in the future, demand could be satisfied from indigenous

sources and the process of economic growth and development could be

furthered.

The feasibility study argued that a developing country should

satisfy two conditions to ensure that food aid was put to its most

effective use. The first condition would be met if a developing

country's rate of economic growth was being hampered by any one or

all of three factors:— a shortage of skilled manpower, a lack of

sufficient resources or a lack of finance. This condition merely

identifies three general factors which are characteristic of most

developing economies.

The second condition that must be present for effective food aid

use is that the aid must be wholly used in consumption, otherwise
5

it must be accompanied by funds. The food aid must be consumed by

the workers on a project. Hie workers may be either paid in kind

or paid in cash. In the case of the latter this cash must be used

to purchase food aid. This condition attempts to ensure that the food

aid is directed to the purposes and projects for which it was intended.

It also attempts to ensure that there will be minimal displacement of

indigenous food production since the aid is to be wholly consumed

and not traded, (This condition complies with the additionally

principle discussed in chapter three.)
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The conditions set out by the feasibility study were based

upon hypothetical projects and the practiced implications of food

aid as a development incentive were not discussed. Hie question,

for example, of the acceptability of food as payment for work under-

-taken in developing countries was not giver, consideration. It assumed

that food was an incentive in developing countries. Hie feasibility

study did not differentiate between the levels of development in

developing countries. For example, food offered as aid may be more

beneficial to a •poor* developing country than a 'rich* developing

country.

The feasibility study identified four types of development project

in which food aid might be usefully engaged as an input for economic

development. Type I projects could obtain their donations through

the project approach or sectoral approach. Type II and Type III

projects were to use the project approach to donations. The study

named the programme approach, type IV, as providing imported surpluses

to finance part of the development programme (or plan) of the recipient.

Bilateral food aid programmes, such as P.L.480, had given their

food donations under the programme approach. (Chapter one, section II

gives a brief survey of the United States food aid programme.) This

entailed the provision of concessional food imports to relieve a

foreign exchange constraint or food deficit in the recipient economy.

The programme approach to food aid allowed the distribution of the aid

through open market sales in the recipient economy. However sales of

food aid, or commodities that are •similar* to food aid, were not

allowed to be sold on the world market by the recipient government.

The revenue received from the sale of the aid could be spent, by

agreement with the donor, in the developing country to finance projects

or programmes.
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The project types (i-IIl), in which food aid could be used

directly, were subsequently refined and expanded by the World Food

Programme. The ability of the food aid project types (i-iv) to

improve the economic growth and development of the recipient economy

would, however, depend upon factors other than the projects themselves.

The additional financing which can be represented by surplus commodities

would depend on two factors. These are (i) the amount of the additional

investment and (ii) the composition of that investment. These factors

are common to all food aid disbursements whichever approach is adopted

to allocate donations. In short, if food as aid is to be judged as

effective, this will largely be determined by the kind of investment

and project chosen.

It was argued by the feasibility study that food aid was not only

to be given for increasing consumption, but also to increase the economic

growth and development of the recipient. The purpose of the feasibility

study was to investigate what kinds or types of projects could be

undertaken using food aid as the main input and under what conditions

it could increase employment and investment in developing countries.

The study considered that Type I uses of food aid (public works,

roads, etc.) were those projects where food is moved directly into

consumption under such conditions that those receiving it add all the

food aid to their own or their family*s consumption. This would be

applicable where the project labour is paid in kind, wholly or in part.

The direct effects of these projects of employment creation and

investment would be important for the recipient. Since the food aid received

by the workers or members of their families would not be resold by them,

or substituted for foods that they would otherwise have purchased, this

project type would be relatively free of arbitrage (at least in so far

as it is possible to prevent resales of food aid). Type I projects
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would be paid for in the main by food surpluses, although they would

not be used for overhead costs or for additional pay funds because of

the potential displacement effects. That is when food aid is traded

internally at prices lower than local costs of production, this may

result in local producers being unable to compete and subsequently

being forced out of production by food aid imports. Pood aid when

sold may simultaneously create unemployment in one section of the

recipient economy while creating employment in another. By preventing

sales of food aid, the possibility of creating unemployment and

disrupting local production is reduced, although not necessarily

completely avoided.

The pilot study reasoned that there would be little point in

providing a development project to increase the income and productive

potential in a region in the longer term, and in achieving that goal,

to allow sales of food aid to damage local output and production in
7

the short and medium term.

The pilot study gave examples of five specific projects which

would fit Type 1 specifications. Three of these projects were concerned

with education and graduate unemployment. The use of food for scholar¬

ships to expand the educational sector and the future administrative

and educational capacity of the recipient country, could be achieved

by providing surplus food to educational institutions. This food aid

would be cooked in the respective institutions, thus avoiding opportunity

for arbitrage to take place. In the context of India, a second project

was recommended, in which food scholarships could be used for *special

groups*. These special groups were those sections of Indian society

who had been denied access to the educational sector for reasons of caste.

In this case, food aid was to be used to tackle, albeit in a small way,

social inequalities in the recipient economy. A third project was
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suggested for the use of 'food fellowships'. They would be used to

feed the graduate unemployed during the period required to allow them

to receive practical training. Under the Type I projects, it was also

suggested that voluntary work could be given an additional incentive

if cooked meals were provided, and food aid could be supplied for this

purpose.

The final specific project considered feasible under Type I was

the use of milk surpluses as an input to milk production colonies and

the improvement of milk marketing facilities, With milk surplus being

used as an input, it is possible to control the food aid so that it

supplements local production, rather than competing with or displacing
g

local output of milk products. This type of project would donate food

to a particular sector of the developing country.

The purpose of Type I projects was to direct food aid to increase

employment, and investment for future output in the developing recipient

without displacing local food production. Type I projects allow control

and supervision of the food given as aid in the developing country.

The direction of food to educational purposes provides both short and

long term benefits to the recipient economy by expanding this sector ,

Projects identified by the pilot study as Type II were those

projects where additional labour is put to work, and part of the

additional consumption is covered by surplus foods. Projects considered

as Type II wereJ road construction, irrigation projects, reafforestation

and erosion control, and a famine reserve stock. These projects may

take the form of surplus foods being sold for domestic currency, and

these funds used in turn to pay the labour. In these cases, indirect

effects on consumption will have to be considered as well as the direct

effects, Whether or not condition 2 will be met depends upon the

arrangements made for the financing of the increased consumption of
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surplus food and of other consumer goods. Type II projects, because

of the sale of surplus conmodities, may cause market displacement and

consequent damage to recipient agricultural production. In the Type II

projects, direct labour costs range from 20% of total costs, as in

hydro-electric plants or fertilizer factories, to 80% in the case of
9

canals or roads. The way in which the additional income generated by

these projects will be spent is of critical importance. The pilot study

for India estimated that 40-45% of the additional income generated

would be spent on food by the labour force. These estimates were

compiled by talcing a number of potential projects throughout India

and calculating the estimates from the projects chosen. It was judged

that even if 70% of the costs of the project were for direct labour,

and if 40% of this additional labour income were spent on surplus foods,

these foods vould then represent only 28% of the total costs of the

project. This type of project cannot therefore be wholly financed by

food aid inputs and would require finance for the project itself from

the recipient government. The food aid sold in the free market would

not be totally absorbed by the labour force and the extent to which

it would affect local production would depend on the amounts sold.

The projects that were defined sis Type III are really a special

variety of Type II and these are productive in a short period of time,

so that all additional consumption from the labour put to work is covered,

either by surplus foods, or by the profits from the project. Agricultural

projects, such as local development through irrigation, and reclamation,

all take time to apply and therefore would be excluded from this category.

Projects of this type would depend on the existence of resources such as

forests or minerals that could be exploited, if suitable extraction and
10

transportation facilities were provided.

The programme approach (Type TV") to food donations has not been
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adopted by multilateral programmes, but has been the preserve of

bilateral donors# As has been noted, this approach provides food

aid for the recipient government to sell on the internal open market

of the economy# The funds obtained constitute both a budget support

and a foreign exchange saving for the recipient# The open market sales

may be responsible for displacing local production# However, this will

depend upon which goals the recipient government wishes to pursue and

in which way counterpart funds are invested. For example, if counterpart

funds accrue to the recipient government, or its agency, then this type

of sales can result in food aid being used as a means of raising revenues

11
for the recipient government at the expense of local producers.

Programme food aid can be used as an input into an •industrialisation

policy*, as in Korea, where local food production has taken second place

to industrialisation and concessional sales of food are paid for by

export earnings from industrial output# The use of Programme food aid

and its potential costs and benefits to the recipient will depend

ultimately on the volume of donations given and the economic policy

pursued by the recipient economy.

The feasibility study set out the different types of project or

programmes where food aid may be engaged to enhance the economic growth

and development of the recipient# However, the experience of the World

Food Programme with the project approach to food donations has illustrated

that by itself food is not a sufficient incentive for the successful

implementation and completion of social and economic projects. (See

section II#)

There are a number of institutional, social and economic factors

which can determine whether food aid as an economic and social input,

will achieve the goals that were intended. The practicability of the

feasibility project types as a guide for food aid project selection is



85

limited by these institutional, social and economic factors.

The financing of projects using food as full payment for work

undertaken by the workers on the project, is liable to be constrained

by the International Labour Organisation (I.L.O.) Convention No.95
12

on the protection of wages. This convention states that wages in

kind must not be more than 50% of the wage received by the worker,

unless the work is of a voluntary nature. Similarly, I.L.O, Conventions

106 and 126 on forced labour also apply to food aid projects. Since

the V.F.F. observes the I.L.O. conventions, food-for-work projects

that are endorsed by it can (unless of a voluntary nature) only be

financed partly by W.F.P, aid. The financing of the remainder of the

project must be undertaken by the recipient government.

The giving of food as payment in kind can also be hampered by
13

recipient countries' lack of familiarity with the donations provided.

The U.S. food aid programme has used promotion teams to introduce wheat

products into regions of a country where its use as a staple food is

unfamiliar (e.g. Asia and South America). These teams offer 'nutritional

guidance' to the recipients and suggest ways in which food aid products

can be adapted to meet local testes. Consumer tastes in some countries

are resistant to change in the short run. In India, for example, the

wheat sold in 'fair price shops* is regarded as inferior to the locally

produced grain.

Food aid, when used as emergency relief, has, on occasion, been

unacceptable to hungry people. Maize recently provided in the Sahel

was not acceptable to the victims cf the drought because it was regarded

, , 14
as animal feed by the recipients. These claims may be exaggerated, but

the problem of unfamiliarity with commodities may prove a barrier to

their acceptance as an incentive for projects.

Another view which has been put forward is that by Jacob Viner.
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He argued that the donation of food aid was a contradiction of the

policies for growth and development. He maintained that development

would arise from the progressive monetarising of developing economies,

and that the use of food aid, through encouraging barter, was a negation
15

of this process. In the case of the programme approach to food

donations, this statement would be incorrect. In food-for-work

projects, since it is generally exceptional for barter to take place

in food aid, his criticism does not apply. While food aid may have

adverse, effects on recipient production in agriculture, it was never

the intention that in developing countries aid should be an incentive

to barter. It may be suggested that Professor Viner has overdrawn

his argument to warn of the dangers of unregulated food aid donations.

Other social and institutional factors have been responsible for

inhibiting food aid acting as an incentive for projects in developing

countries. For example, the World Food Programme found, when attempting

to introduce a food-for-work project in Jamaica, that the trade unions

were completely hostile to any payment in kind for work done on projects.
16

Part payment of the wage in food was also unacceptable. The W.F.P,

was accordingly unable to continue with the idea of food-financing

this project.

Custom, traditional habits and tastes as well as institutions,

may prove obstacles that are insurmountable for the promotion of

food aid projects. Often these factors are not fully realised, until

the projects have been instigated. The World Food Programme has

discontinued projects when these 'social factors* have intervened

causing the failure of projects to meet their objectives.

A more recent study of the likely impact of food aid on the

development of recipients suggested that economic factors, other than

those adopted by the feasibility study, may offer guidance to food
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donations. Engels Law can provide guidance for the use of food aid

and the consumption effects of donations in developing countries.

As Engels observed, as income increases the percentage of income

spent on food declines. If per capita income estimates for developing

countries Eire combined with price and income elasticity for food (i.e.

wheat), it is possible in a general way (ceteris paribus), to know what

the impact of food aid on consumption in developing countries may be.

Hie Iowa study used Engels Law for approximating the impact of

17
food donations on developing economies. Developing countries, for

1968, were divided into three per capita income groups, low income

75 dollars, medium income 250 dollars, and high income 450 dollars.

The study concluded that in the low income country, it could be expected

that 45% of the food aid distributed directly would be traded. In the

medium income country, the food traded could be expected to be 50%

of that distributed directly. In the high income country, 74% could

be expected to enter the market in direct competition with domestic

production. The effects of food aid on a recipient economy will be

determined by the overall size of these donations in relation to local

production and output. If the food aid sold in the recipient market

is priced higher, lower, or at the same price as locally produced

commodities, its effects can be a neutral, positive, or negative

stimulus to local output. What these effects will be will largely

depend upon the internal pricing policy of the recipient government

agency responsible for food aid utilisation. Unfortunately it is

not always the case that recipient country agencies deal with both

internal agricultural policy and food aid utilisation. If both agencies

are not in harmony with their respective policy objectives, then

contradictions are liable to interfere with targets and plans for

internal agricultural production.



88

The Iowa study gives estimations of a range of developing

country per capita incomes on which to estimate the impact of food

aid; on the other hand the estimations used by the feasibility study

for their project classification were based on a low per capita income

country. Clearly for food aid recipients, the higher their per capita

income, the greater the danger of displacement effects.

The Iowa study further concluded that* *Food aid increases

consumer welfare and the demand for nonfood items, but does so,

however, at the expense of the domestic agricultural producers unless

an offsetting decrease occurs in commercial imports.*

This conclusion has implications for the tying practice of the

usual marketing requirements (U.R.Rs.) pursued by bilateral programmes

and adopted by the C.S.D. Principles of Surplus Disposal as a proxy

for the additionally criterion (discussed in chapter three). The

additional consumption of food is one aim of food aid provision but

this cannot be met without adverse effects on the recipient's economy

and welfare, unless commercial imports are decreased by the amount of

food aid given. It is possible, however, that the goals of a recipient

government are legitimately in favour of industrialisation, and the

net benefits to be gained from concessional sales are such that in

the longer term, food aid has provided an essential input to the

18
industrialisation programme. Such benefits would require to be

unequivocally identifiable and the potential of agricultural production

to provide sustenance for the population to be outwith possibility.

It can be concluded that the project types specified by the

feasibility study for increasing both consumption and investment in

developing countries have limitations as a guide to assess the likely

outcome of the overall impact of food aid. These limitations arise

from the presence of social and institutional obstacles in developing
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countries to accepting food aid as payment for work, or because the

food aid is unfamiliar to the tastes of the recipients.

The feasibility study had considered a low per capita income

developing country as a model for food aid disbursement of the

project Types (i-v). However, the Iowa study has indicated that the

impact of food on a developing country will vary according to the

per capita income of the country. The higher the per capita income,

the greater the amount of food aid which may be traded with consequent

displacement effects. The Iowa study has shown that of the four

project types suggested by the Indian pilot study, only Type I

projects would have the results suggested. Project Types II to IV

would require the recipient government to reduce commercial imports

of food to ensure that the food aid was additional. However, the

possibility of displacement effects on local production would be

determined by the recipient government's sales policy, especially

with Type IV projects.

The potential advantages of food aid to a developing country are

clearly easier to assess when food is given directly to schools and

institutions. Similarly, in some food-for-work projects, the number

of jobs created and the investment created by public works can be

assessed, although in these undertakings the recipient government will be

required to finance part of these projects. The potential disadvantage

of food aid when donated other than to Type I projects is that local

production may be damaged by food aid imports.

Section II will now examine the food aid projects undertaken

by the World Food Programme in the period 1963-1972. The practical

experience of the Programme in its operations is the concern of this

section which will aim at assessing the overall performance of

multilateral food aid operations. The pattern of project donations



will also be reviewed.
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Section II. The Pattern of World Food Programme Projects and

Donations and their Limitations in the Period 1963-1972.

In the first ten years of its operation, the Vorld Food Programme

directed an average of 80% of its resources to projects aimed at

assisting the social and economic development of recipient countries.

Although the W.F.P. was not designed to be a relief agency as such,

over the same period an average of 15% of its total expenditure was

allocated to emergency operations (see table XI). During the experi¬

mental period (1963-1966) emergency allocations had been high in

comparison with development projects. However, in 1966, after some

debate, the Intergovernmental Committee of the Programme decided by a

majority vote that a multilateral food aid agency had the potential

to assist income generation, investment and growth in developing countries

rather than just to provide relief in emergencies. Over the years

this viewpoint has not gone unchallenged by some members of the

Intergovernmental Committee. Larger bilateral donors, notably the

United States, have periodically urged that the Programme should

allocate a higher proportion of its resources for relief and emergency

19
use. In periods of large-scale famine and disaster such as the

1966-67 famine in India, W.F.P. resources have been channelled to meet

the urgent requirements of the affected areas. This was the case with

the Sahelian famine of 1973 which received approximately 40% of the

total expenditure of the W.F.P. for that year.

Social and economic projects can be disaggregated into particular

categories with specific goals and targets. A particular project

category may have a number of goals subsidiary to the classification

into which the project has been allocated. The estimation of the

subsidiary goals, such as improving nutrition as a by-product of
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improving output, may be evaluated on equal grounds by the W.F.P.

authorities. (This will be discussed further in chapter five.)

Table XI

The Percentage Distribution of W.F.P. Disbursements between

Development Projects, Emergency Operations, and Administration.

1963 1964 1965 1966 1967 1968 1969 1970 1971 1972
1963-
1972

Development
projects as a
% of total
expenditure 14 71 84 53 59 80 85 85 85 88 80

Emergency
operations as
% of total

expenditure 73 20 8 40 34 15 11 13 12 9 15

Administra¬
tive
•xpenses as
% of total

expenditure 13 9 8 7 7 5 4 2 3 3 5

Total 100 100 100 100 100 100 100 100 100 100 100

Sources W.F.P./l.G.C. 25/4 - A 1974.

The categories of projects undertaken by the W.F.P. are shown

in table XII, which indicates the proportions of total food aid donated

to social and economic projects. Some of these categories overlap

which explains why the total in table XII does not add up to 100. For

example, the inclusion of assistance to refugees under 'land settlement*

as opposed to 'emergency operations' is to some extent arbitrary and

the category chosen may reflect the W.F.P. authorities desire to

emphasise a particular kind of donation for its reports. World Food

Programme project categories contain an element of double counting.
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Table XII

World Food Programme? Projects Undertaken 1963-1973

Proportion of
Total W.F.P, Aid

%

Agricultural Development 19
Land Settlement (incl. assistance to refugees) 10
Food Reserve 8c Price Stabilisation Schemes 3

Forestry 5
Fisheries 0,2

Animal Production & Dairy Development 12

Industry, Mining & Power Works 2

Public Utilities 7

Community Development 7

Hospital 8c Public Health Projects 2
Education 21,2

Emergency Operations 9

Total 97.4%

Sourcei W,F.P,/l,G,C, 23/5 add. 1 1973.

This is seen in the Programme's calculation that 35% of its resources

are allocated for the development of human resources. This section

includes

(a) the feeding of nutritionally vulnerable groups (8%)

(b) hospital and public health projects (2%)

(c) primary, secondary and higher adult education

and literacy courses (21,8%)

(d) all levels of training (4%)

These categories (a) and (d) are indicated in Table XII under other

headings, i.e. community development and public utilities. The

transport costs of food aid are also included in these categories.



Education can be broken down into four separate categories:

Higher

Secondary

Primary 15%

3%

3%

Adult 0.2% (W.F.P./l.G.C. 1973 Ec./bir.Report)
as well as being referred to as one general category. The World Food

Programme appears to have a larger number of categories than in fact

it really has, since food aid is often used on projects where there

are a number of goals and the Programme often counts goals as projects.

The World Food Programme categories included welfare and social

aspects that the Indian pilot study project Types I-III did not take

into account (see Section i). The basic limitations of the food-for-

work projects apply to those directly productive projects undertaken

by the W.F.P. Half of the W.F.P. projects have been concerned with

agriculture: agricultural development, land settlement, food reserve,

forestry, fisheries and animal production and dairy development. There

have been projects on drainage, irrigation, soil conservation,

afforestation, reforestation, fruit tree cultivation, range and pasture

improvement, of which approximately 50% have been labour intensive.

The record of success of W.F.P. projects varies radically between

countries. The successful completion of a project target will in part

depend upon how well local conditions are known in advance, so that the
20

particular project will be modified for local needs and local conditions.

The design of a project to include local conditions, local tastes and

realistic targets that can be accomplished over a realistic period of

time, might safeguard some projects from failure. Hie W.F.P. authorities

recognise that earlier failures were in part due to hasty plans based

on insufficient data. Under such conditions it was impossible to ensure

that the targets aimed at could be reasonably achieved in the time
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period allocated for the project's completion, or indeed that local

organisation was adequate to supervise the work# It should be said

that the Programme prefers recipient governments, or their agencies,

to take part in the organisation and monitoring of projects because

failure to complete a project or a diversion from its target is less

likely to occur, and also it is administratively less costly to the
•

21
W.F.P.

The W.F.P. does not judge that food alone will guarantee the

completion of a project# Two factors which commonly have caused

projects to fail have been (1) that they have been badly planned,

or (2) that they have been poorly organised by the recipient government

agency. That projects should have failed because of poor planning

could be taken as the responsibility of the W#F#P# (See chapter five#)

The World Food Programme will not endorse projects that are 'authori-

-tarian' in their purpose, or organisation# In Zambia, for example,

the para-military youth group organised by the government, had W.F.P.

resources withdrawn when the purpose of the group's activities were

22
realised.

The W.F.P. food aid project performance has been uneven and an

assessment on a project by project basis reveals a number of particular

difficulties associated with each project category. The W.F.P. has

met with mixed results in its sponsoring of food aid projects which

use food as a direct incentive to the work force. For example, in

national irrigation projects in Egypt where workers received food as part

payment of wages, the value of giving food aid directly for consumption

as an aid to labour intensive projects was positively illustrated.

However, the success in Egypt must be balanced against the Sudanese

water hyacinth scheme which had to be abandoned when food aid proved

to be an inadequate incentive to the work force.
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With reference to this subject, the W.F.P. authorities have

observed that

"where sufficient land is under cultivation to provide
for the subsistence needs of an active local population,
even the existence of unused labour may not mean that
the people are really short of food." 23

This is a rather interesting argument for an F.A.O. agency to make,

since the F.A.O. has based the determination of nutritional status

in developing countries on the norm of a *European Reference man's*

consumption of calories, and comparing populations against the norm.

From this, the F.A.O. estimates that between 400 and 1,000 million
24

people are undernourished. Yet when some groups who have been

estimated as undernourished by this measure are given a nutritionally

balanced food aid diet, they often prefer, if given the choice, to sell
25

the aid and use the money to purchase local food or even non-food items.

The W.F.P. project officers have noted that on occasions individuals

prefer high protein, high price food stuffs since, if sold on the market,
26

they fetch a higher price than low protein foods. To help overcome

this temptation to sell food and this reluctance to consume it, the

W.F.P. has attempted where possible to ensure that food aid and
27

nutritional education go together. The W.F.P. authorities argue

that although local food may be adequate for purposes of subsistence,

it may not be providing a nutritionally balanced diet.

The World Food Programme undertook 37 projects in land settlement

or land resettlement during the period 1963-1972. Ten of these projects

reached the goals that had been set for them, and were regarded as having

been successful. Ten projects were abandoned after their failure became

apparent. Of the 17 remaining projects, although all their intended

aims were not achieved, the W.F.P. did not regard them as outright

failures, since some of their goals were attained, even if they were
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not the major goals. The W.F.P. authorities attribute these failures

to a number of reasons, the major one being inadequate recipient

government assistance. Poor pre-project appraisal and the lack of

consideration given to social factors in project planning were other

recognised causes of failure. The W.F.P. has had a poor rate of

success with these projects - only 27%. This success rate in land

resettlement schemes is attributed to good recipient government

organisation and favourable or similar geographic or climatic conditions

for the people moving to the new areas. The W.F.P. notes that refugees

not having permanent tenure on the land become heavily dependent on

food aid and, without access to land, these donations become doles.

Only 3% of multilateral food resources have been used for food

reserve and price stabilisation. This may be explained by the fact

that the V.F.P. does not have the authority or the funds to handle a

buffer stock on the scale of operation that would alter the prices of

commodities, (The reasons for the reluctance of the international

community to make these provisions were discussed in chapter two.)

On receiving a request, the Programme will give advice to a developing

country on how to formulate a food reserve policy. It may also provide

some grain to start a small stock or provide food for wages for workers

to build silos. However the size of funds required and the costs of

holding stocks cannot be met by the W.F.P. In the case of countries

such as Bangladesh, their needs could not be satisfied under this

category of food reserve and price stabilisation. As well as this,

the 10% country allocation rule would prevent the W.F.P. from providing
ps

the resources necessary for such a large operation. The projects

that have been undertaken in this area have been small in size and

primarily concerned with the building of a number of storage silos.

Another project category, forestry, although using only 5% of the
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W.F.P.'s total resources, has proved to be highly effective in

creating employment. The type of work offered turned out to be an

attractive incentive to the labour force. As well as the short term

benefit of providing employment and the long term value of producing

timber, afforestation has the advantage of helping to prevent soil
29

erosion. By halting the progress of soil erosion and improving the

quality of the soil, these forestry projects allow production to continue

on land that would otherwise become quite barren and useless.

Under the category of fishing, fish ponds were constructed by

labour intensive means in Hungary and Nepal, In these ponds the feeding

of fish with food grains was undertaken. These projects proved a success

both in creating short term employment and illustrating the potential

of food aid as an input in fish farming, A third project along

similar lines did not enjoy similar successful results. In the

Philippines, the government sold the food aid on the open market and

used mechanical diggers instead of labour intensive methods in the

construction of the fish pond. Eventually the W.F,P, authorities

discontinued the project. The failure of this particular project

highlights the need for a recipient government to understand fully

the purposes of food-for-work projects before receiving aid. These

projects, if well designed, may improve future output and productive

potential but it is important to realise that it is the fundamental

intention of these projects to provide at least short term employment

without damaging local production and employment. To view food-for-

work projects as only being concerned with increases in output is

to misunderstand and underestimate the potential of these projects

for the social and economic development of developing countries.

The category of animal production and dairy development has given

rise to 70 projects in the ten-year period. The improvement of animal
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production by using food aid as an input is considered as a means of

increasing the quality of animals and their productivity. The con-

-sumers in the recipient country will then benefit nutritionally from

30
the improved livestock. This improvement in the nutrition of animals

can only benefit final recipients if they have the income to purchase

the animal produce. It is probable that only those individuals with

higher incomes can afford the benefits of the improved livestock. In

Botswana, for example, the benefits of improved livestock may accrue

to the economy since exports of livestock and livestock products represent

the major part of the country*s total exports and provide the largest

contribution to national income. In periods of drought, food aid

animal feed provides the opportunity to keep cattle alive (e.g. in

the late 1960s in Botswana 30# of the total national herd died from the

drought). Vhile keeping the cattle herd alive with food aid inputs,

and thus providing farmers with a source of income that would have been

otherwise lost, the improvement of human nutrition cannot be claimed

in this instance.

Under the category 'animal production*, 13 projects have been

concerned with the use of food aid as an input into the poultry industry.

This use of food aid has improved egg production levels and animal

protein levels in the recipient countries, with a final aim of improving

human nutrition. The ability of poorer members of recipient economies

to benefit from these improvements depends upon their level of income

and purchasing power. It is not certain that the poor of the recipient

economies have benefited directly from poultry improvement schemes.

Indeed, the development of the poultry industry schemes endorsed by

the V.F.P. authorities have, in the main, not benefited small producers,

because they have been unable to obtain credit assistance, accommodation

for stock, or an adequate extension service. Nor have they been able
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to purchase improved stock. The benefit of these schemes have

31
accrued mainly to medium and large producers.

Dairy schemes have the advantage that milk powder surplus can

be fed directly to animals, or mixed with the local milk to improve

its protein content. Milk products given as food aid can be sold in

the recipient economy and the funds obtained from their sale used to

improve local animal production. With dairy schemes, both human and

animal nutrition can be improved. However, the inadequate transport

and milk marketing facilities in many developing countries have hampered

the distribution and sale of the improved quality milk. The W.F.P.

authorities have also noted that when a dairy project comes to an

end the recipients often revert to the position in dairy production

that had held before food aid was given. Thus the benefits of these

schemes may be only temporary.

Rangeland and animal husbandry management schemes, where food aid

was intended to act as an incentive for farmers to improve their under-

-standing and techniques in animal production, have largely failed to

32
achieve their goals. Although in the case of drought livestock mortality

was reduced, the failure to increase the off-take of animals resulted

in an increase in stock numbers which, in turn, intensified the already

acute problems of overgrazing. Apart from one country, Syria, these

schemes failed because, ironically, stock management was not understood.

Instead of acting as an incentive to change to new production techniques

and new market systems, food aid provided the means to continue old

•management* practices. The failure to provide essential knowledge and

guidance to farmers has largely thwarted the potential long term benefits

of food aid as animal feed. These failures indicate the low priority

given by the W.F.P. to the need for expert assessment of projects to

ensure that food aid is utilised for all the goals intended.
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The use of food aid under- the category 'industry and mining*

has similarities with the India pilot study Type III category (see

section i). Multilateral assistance to this sector has considered the

objectives of food aid to be as much nutritional as constructional.

The relationship between diet and productivity had been established by
33

the F.A.O. an the 1950s, Heavy work such as constructaon requires

the labourer to use large amounts of calories. The F.A.O. monitored

a number of projects where increases in output resulted from improved

diets. This relationship between better food intake and higher output

indicated an area where food aid could both contribute to individual

health and to increases in production. All these W.F.P. projects

have been undertaken in Turkey, and have been integrated into the

general economic development plan. While the relationship between diet

and output has been established, in Turkey it was not the case that

workers in industry and mining were nutritionally the most disadvantaged

groups. The use of food aid &s a wage subsidy for manufacturing

industry, if the industry is viable, seems undesirable. It would be

expected that the workers would receive a pay adequate to purchase food

for themselves and their families.

The Turkish experience illustrates the problem of local suspicion

of strange products which has been discussed previously in section I.

Muslim workers, for example, suspected that the canned meat and butter

oil contained pork, and would not accept this food. The development

and benefits of food aid as an input to industrial and manufacturing

industry, as measured in the Turkish experience, is not conclusive as

it is possible that increases in output would have taken place without

the aid.

The World Food Programme now considers that food aid is better

directed to the agricultural sector than to the industrial sector of
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a developing economy# The provision of a wage subsidy to manufacturing

industry by usinr food as part of the wage cost is undesirable in the

long run for competitive production. Nevertheless, it is recognised

that the use of food to meet labour costs in the construction of roads

and infrastructure has a value as the output of the workers will be

improved by the food intakes. Road construction is also judged the

mainstay of emergency operations such as famine relief. Pood aid given

as payment for road construction allows both labour intensive techniques

to be used and the employment generating potential for infrastructure
34

work, which is considerable in developing countries. W.F.P. aid

has been given as payment to workers, with success, in railway con-

-struetion projects in Syria and Jordan.

Projects designed to improve public amenities, where recipient

governments have organised the work, have provided both employment

and improved sanitation as well as parks and gardens.

Community development projects and self-help schemes have been

assisted by the W.F.P. In many such schemes, the voluntary nature of

the projects have been encouraged by food aid donations. The success

of this category largely depends upon its sound organisation and the

continuing enthusiasm for the project by the participants. Failures

in self-help schemes have been largely due to poor organisation.

The W.F.P. has also given small amounts of aid to hospitals to

help feed patients, but this has amounted to only 2% of programme

resources.

Through the provision of food aid for development of human

resources, especially education, the future development of the recipient

economy may be enhanced. Primary education and the feeding of nutri¬

tionally vulnerable groups accounted for 23% of W.F.P. resources. The

use of food in this category provides an opportunity for the healthy
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35
development of children and that, in itself, is desirable. In

addition, food provision in schools acts as an attendance incentive

for pupils. Schools where food has been made available show markedly-

improved attendance rates.

The use of food aid for nutritional projects has a small impact

on the magnitude of the world-wide nutritional problem. Pood aid vised

solely for nutritional ends can be estimated by medical indicators

which show unambiguous health improvements. For this reason, as food

aid becomes relatively scarce, it is probable that the W.F.P, will

devote a larger share of its resources to feeding vulnerable groups.

Feeding programmes meet the additionality criterion and larger donor

members of the I.G.C. have argued that this end should receive a larger

share of multilateral resources. An increase in the use of food aid

for feeding purposes may result in the programme becoming less of a

♦social and economic development* programme and more of a relief agency.

In summary, during the period 1963-1972 the W.F.P. devoted the

major part of its resources to social and economic projects with the

remainder being directed to emergency operations and administrative

costs. Half of the social and economic projects were labour intensive.

By its own estimation, the W.F.P. has experienced a high rate of project

failure. This is explained in terms of bad planning and poor organi¬

sation on the part of recipient governments.

Multilateral food donations have met with varying degrees of

success depending upon the project category. With reference to food-

for-work projects, a certain degree of success and failure was experienced.

It was found that food aid was not a sufficient incentive to all groups

as payment for work. Some workers in receipt of this aid chose to sell

the food on the market in order to purchase local food or goods. It was

concluded that food-for-work projects were more likely to accomplish
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their objectives when (a) a knowledge of local and social factors

were accomnodated in the design of the projects and (b) nutritional

education was coupled with the food aid.

Land settlement projects have experienced a very poor success

rate, largely due to inadequate government assistance and inadequate

appraisal and attention to social factors at the pre-project stage.

Projects in the food reserve and price stabilisation category have

only commanded a very minor part of W.F.P. resources and have been

small in size. Forestry projects - again talking up only a small

proportion of W.F.P. total expenditure - have been effective in

creating employment as well as producing timber and helping to arrest

soil erosion. The category of fishing enjoyed mixed results.

Successful projects provided short term employment as well as valuable

supplies of food. Failures were due largely to a lack of understanding

of the purpose of food-for-work projects on the part of the recipient

governments concerned. Projects under the category animal production

and dairy development have improved the quality of animal production

and helped to safeguard the income of fanners in developing countries.

However, the individual consumer's ability to benefit from this aid

depends upon his level of income.

Rangeland and animal husbandry management schemes have in the main

been unsuccessful in achieving their goals. Lack of success in this case

can be attributed to the W.F.P.'s failure to ensure that the recipient

country held an adequate knowledge of the principles of stock management

before receiving its aid. The supplying of food aid to industry and

mining to improve the nutritional intake of the work force has not been

proved conclusively to be advantageous. From its experience in this

area, the W.F.P, judged that food aid could be better utilised in the

agricultural or educational sector. Like many other categories, the
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community development and self-help category has encountered failure

because of inadequate organisation. The giving of food for nutritional,

emergency and relief programmes meets the Additional Principle

although the contribution to the economic development of the recipient

of this type of donation is of a longer term nature. That is to say,

any increases in economic growth or output attributed to feeding

programmes would transpire many years after these programmes have

ceased to operate.
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THE MANAGEMENT OF WORLD FOOD PROGRAMME AID
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Section I. The Criteria for the Allocation, Appraisal and

Evaluation of World Food Programme Aid»

The review of World Food Programme projects in chapter four

(section II) has illustrated that its operations have not been wholly

successful. Whereas, from the optimistic view of the W.F.P. authorities

about half of the projects have succeeded in achieving their goals,

a more critical view might argue that half of their projects have been

failures. As was shown in chapter four, the World Food Programme project

types cover a wide social and economic spectrum and this diversity poses

a number of problems in respect of the appraisal and evaluation of

projects. The appraisal of projects is here taken to mean the estimation

of the potential of a project before resources are committed to it.

The evaluation of a project may be defined as the estimation of the

performance of a project after resources have been committed to it.

This chapter in section I will analyse the methods used by the

W.F.P. for the appraisal and evaluation of its projects. The W.F.P.

judges that its projects have failed to achieve their goals largely

because they have either been poorly planned or inadequately supervised

by recipient governments. While these reasons may offer an explanation

for some of the project failures, it is proposed to investigate the

system of appraisal and evaluation used by the W.F.P. to see if this

can offer a further explanation for such a high project failure rate

and if this is so, how it can be modified to improve the process of

identification and execution of sound food aid projects.

Section II will briefly examine how the W.F.P. has distributed

its resources and which countries have received its aid. Although

the types of projects undertaken and the efficiency of multilateral

food aid operations are not unconnected to the levels of development
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of countries (as measured by per capita income), the distinction

between projects and countries provides a convenient way in which

to investigate the criteria for the evaluation and distribution of

W.F.P. aid on an intercountry basis.

Before proceeding to discuss the appraisal and evaluation of

project food aid benefits, the way in which Programme food aid benefits

can be estimated will be described. Under the Programme approach to

food donations, the benefits that it can offer to a developing country

may be estimated on a macro-level, that is to say that the foreign

exchange saved by these food donations can be credited to the budget

of the recipient government. The economic benefits of Programme food

aid on the recipient economy may be assessed over time by observing

economic indices. The contribution of food aid imports may be measured

by the changes in (i) the food price index, (ii) the changes in the

index of internal agricultural production, (iii) the change in the level

of food imports, (iv) the development plan 'counterpart* expenditure,

and (v) the employment created by counterpart financed projects.

The overall economic benefits of Programme food aid may be assessed

and judged by the balance of change in these indices. The net effect

of Programme donations may be positive, negative or neutral on the

developing recipient.

If agreement can be reached between donor and recipient on a

programme or project that can be financed by the counterpart funds

resulting from the open market sales of concessional food imports,

then investment can result which is attributable in part to the savings

made by these imports. In short, some projects in the developing

country's economic plan can be financed in part by food aid. On the

other hand, if the food donated is absorbed in the developing country*s

market and no particular development objective other than improving
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consumption itself has been earmarked for financing by these import

savings, then it cannot be argued that the food aid has benefited

the country by financing investment. The country will have benefited

from foreign exchange savings, although the food imports cannot be

seen as having provided additional investment since this aid will be

consumed without productive projects resulting. If the food aid is

consumed by groups in the economy who would have had food in any case,

then the food aid may displace local production. As was noted in

chapter four by the Iowa study, the developing country's government

should reduce its commercial imports by the same amount as it has

received in food aid to ensure additionality. Allowances for displacement

of commercial trade, either internal or external, would need to be

made in any evaluation of the beneficial effects of Programme food aid

to a developing economy. However, thare are many difficulties involved

in arriving at a realistic assessment of Programme food donations.

The diversion of aid funds by the developing country's government

1
to ends other than those intended by the donor, is known as 'switching*.

Since food aid is highly tied, it would appear that the possibility of

a diversion of food aid to purposes other than those intended by the

donor is remote. Nevertheless, the counterpart funds which arise from

the open market sales of Programme food aid can be switched by the

recipient government. In India, for example, counterpart funds

accumulated because the P.L.480 administration and the Indian Government

could not agree on a suitable investment for these funds. In 1974

counterpart funds, together with other U.S. aid loans, had reached

3 billion dollars and the U.S. then decided to cancel these debts by

giving them to the Indian Development Plan. The Indian Government

was then free to use these funds as they wished. However, the question

arose, since these funds had accumulated from food aid sales in the past,
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would these funds be able to command real resources without causing

inflation? If the food aid has been used purely for consumption in

the past, then the counterpart funds could not be regarded as being

capable of corananding real resources without causing inflation.

The counterpart funds could also not be regarded as 'real resources*

having a value in investment. However it might be suggested that the

U.S. authorities have allowed switching by default since the counterpart

debts could not be repaid to or spent by the United States.

Since programme approach food disbursements are sold in the

open market they cannot be regarded as wholly additional. Clearly

some part of this food aid will displace either local production

or commercial imports, unless the recipient government takes action

such as directing the food imports to a feeding programme to ensure

additional consumption. The amount of investment that the programme

approach to food donations can finance in a developing country will be

determined by the way in which the counterpart funds are spent and

the period of time over which they are spent. In the case where counter-

-part funds supplement the recipient government*s budget and are not

earmarked for any particular project, it would be difficult to estimate

what part of these funds constitutes additional investment. With open

market sales, partial additionality can only be achieved and the

investment attributable to food aid cannot be taken as equal to the

value of the aid.

Under the programme approach, the- employment and income opportunities

provided by food aid will in fact be difficult to estimate if counter¬

s-part funds are used as a supplement to the recipient general revenue.

However, it can be said that with the programme approach, where counter¬

part funds are given to the recipient for supplementing the budget,

the government has the freedom to choose in which manner these funds
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are spent. On the other hand, with the project approach, the way

in which the food aid is invested or consumed, is specified in advance

by the donor and the recipient does not enjoy the same freedom of

choice.

Multilateral food donations are given to particular projects

and not to the general budget or general revenue of the developing

country. The way that this food aid is distributed or invested has

to meet the pr^or approval of the W.F.P. authorities. World Food

Programme aid has both social and. economic objectives and because of

these dual aims the projects it endorses are not in the main given

to appraisal or evaluation using a single criterion. The World Food

Programme has undertaken projects where social objectives over-ride

the economic objectives of increasing investment or productive output.

An example of a project with social objectives would be •community

development projects1 where a community programme can be given food

as an incentive, although no productive investment will result.

Nevertheless, some community projects have produced, through self-help

schemes, roads and irrigation canals which are a valuable local investment.

The Programme may seek to increase consumption as an end in itself.

For example, feeding programmes for vulnerable groups are not intended

to increase investment in the recipient country and therefore would be

appraised and evaluated in a manner that differs from that of a project

to improve the infrastructure of the economy.

It is necessary to distinguish between those social projects

undertaken by the V.F.P. which are primarily intended to improve

consumption and those projects which are intended to improve the levels

of investment, employment and income for the developing country in

receipt of its aid. Hie latter may be defined as economic projects and

economic indices can be adopted in appraising and evaluating their worth
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as aid projects# However the method of estimating and assessing

food aid projects adopted by the W.F.P. authorities attempts to

appraise and evaluate both the economic and social implications of

a particular project.

The system of evaluation and appraising food aid projects adopted
2

by the World Food Programme authorities may be summarised as follows.

There are five general stages involved in reviewing projects once

these projects have been accepted by the Intergovernmental Committee

of the Programme. (The vide set of criteria used by the l.G.C. to

select projects is discussed below and in section II.)

(a) Performance monitoring

(b) Interim evaluation

(c) Terminal evaluation

(d) Occasional comparative evaluations of projects

(e) Project missions.

These stages in assessing the progress of a project operate once

projects have been accepted and W.F.P. resources committed to them.

This system is more of an administrative procedure than a means of

economically estimating whether food aid is being efficiently used.

This method of project evaluation has been aptly referred to as

•grocery statistics* because the food aid is added up in a list,
3

rather than its use being scrutinised and economically assessed.

Since the World Food Programme has a role as a development agency

and not merely as an ad hoc relief agency, it is imperative that its

resources can be shown to have contributed to the growth and development

of recipient economies. The manner and method of estimating and

assessing food aid donations can provide evidence of the economic

worth of this aid. However, the method of assessing and estimating

food aid projects adopted by the W.F.P. is inexacting and consequently
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the economic contribution of its aid to developing countries is

not clearly demonstrated#

The W.F.P. defines evaluation as "a process by which verification

can systematically be made of whether and to what extent the declared

objectives of a project are in fact being realised". Since the goals

of many V.F.P. projects are diverse and many have more than one

declared goal, this definition of their evaluation system does not

offer a particularly exacting guide on which to assess both projects

and their overall contribution as a food aid agency. Nor does it

provide a measure for the economic effectiveness of food as a form

of aid.

The functional categories of project types (i.e. 20 sub-categories)

which were discussed in chapter four may offer administrative convenience

for the W.F.P. authorities. However as a framework in which the

economic contribution of food aid can be estimated, they are not an

advance upon the hypothetical project types of the Indian pilot study

(see chapter four). In the early period of its operations, the W.F.P.

authorities believed that an •optimum food aid' project might exist

and its identification would lead to an effective and efficient use

for food aid. They did not define an •optimum* in an economic sense,

preferring to mix social and economic objectives. However their
A

experience has taught them that no such optimum exists.

In estimating the contribution of V.F.P. food aid to a developing

country, it would be helpful to divide projects into (i) directly

productive projects, where the goals and objectives were to increase

the growth of a sector of the economy, improve the infrastructure and

investment as well as that of employment creation, and (ii) social

projects or those projects which are designed to improve immediate

consumption and may, as a result, enhance the economic potential of
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the developing country in the long term* Although both directly

productive projects and •social* indirectly productive projects may

offer benefits to the developing country economy, the time horizon

of these projects can be taken to distinguish them. The potential

contribution of productive projects can be estimated and measured in

terms of conventional economic indices, such as the amount of investment,

or the amount of employment or income created by using food aid to

•finance* the project. In short, with these projects, the value of food

aid can be calculated in a manner that is similar to that in which

untied financial aid projects would be estimated. However the value

of untied cash aid should ordinarly command a higher *real value*,

i.e. shadow price, than any aid which is tied to a country, or currency,

or commodity. The exception to this would be when the untied cash aid

would be used to purchase that particular commodity from the donor

country, when the *real value* of untied cash would be the same as

that of a tied cash or commodity aid. With this exception, untied

cash would have a higher *real value**

The estimating of the accounting price of food aid, commodity

by commodity, as compared to untied cash aid, does pose difficulties.

The changes in the relative supply and demand of commodities available

for aid complicates the estimation of shadow or accounting prices.

However, for the purpose of estimating the value of W.F.P. food aid

to a project, a weighting could be given to account for the lower value

of this aid when compared to untied cash aid.

The appraisal and evaluation system adopted by the W.F.P. may

arise from three constraints within which the Programme operates.

These constraints may be summarised as (i) the additionality principle,

(ii) the shortage of administrative personnel in developing countries,

and (iii) the inadequate base line data in many developing countries
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on which to estimate its food aid projects.

The W.F.P. has sought to adhere to the additionality principle

by preventing the open market sales of its aid. Although open market

sales of food aid are partially additional, they have the merit of

being less costly to administer than the project approach to donations.

Food aid may displace local agricultural production when it has been

opehly sold. It may also displace other economic activities. For

example, if the W.F.P. supports a project in a developing country

that would have been implemented under the existing development plan,

then it is not truly additional since the food supplies must be

displacing something. This would be the case where W.F.P. aid is

given to a project or programme which a developing country has already

started. An example of the W.F.P. supporting a project already under-

-taken by a recipient government, can be found in its support of

three 'industrial projects* in Turkey (see chapter four, section II).

It has been suggested that since project food aid is doubly tied

- by commodity and the specification of the end use of the commodity

in the developing country - the recipient government is not given the

opportunity to divert (switch) these resources to other ends. This

would seem to be the case when a recipient government is allocated

W.F.P. aid to use as direct payment to the work force in a food-for-work

project. However, it could be argued that if a recipient government

had undertaken a project previous to receiving aid, and was footing

the wage bill itself when the W.F.P. offered to pay wages in kind,

then, technically speaking, the government would be in a position where

it was able to switch the resources previously used in wages to other

uses. In these circumstances, the food aid could not be considered

as complying with the additionality principle although the food aid

had not been sold.
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In conclusion, one can say that although commodity aid (whether

it is devoted to specific projects or to development programmes)

is less easily switched than untied financial aid, it is not incon-

-ceivable that a diversion of these resources can occur. It could be

suggested that switching is more likely to happen with programme rather

than project food aid. In either case, there is the complicated problem

of investigating each type of donation and following up the way in which

it is used before it can be definitely established that switching has

taken place and that the food aid has not been truly additional.

From the analysis, it can be seen that both project and programme food

aid can meet considerable difficulty in their attempts to adhere to

the additionality principle.

A second constraint on the activities of the World Food Programme

is the shortage of administrative and organisational experience in many

developing countries. This has been a major reason given by the W.F.P.

authorities in its explanation of project failures. The W.F.P. is aware

of the poor administration in many developing countries and has taken

the view that food aid projects can operate on a process of trial and

error. Even when food aid projects have failed, the W.F.P. authorities

argue that this does not mean that the food has been wasted since some

lesson can be learned from this experience. This view does not place

the scarcity value of food aid in the forefront but considers other

criteria for the allocation of W.F.P. resources (see section II).

The W.F.P. authorities argue that to refuse to supply food aid to

countries who have an inadequate administration, and thus are unable

to supervise food aid project properly, would rule out many of the low

per capita income countries where food aid may prove some benefit.

Professor Singer has conjectured that if economic efficiency is the

only criteria used for project selection rather than broad social
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criteria, then those countries in greater need will be unable to

5
formulate requests that will be accepted# Typically the 'wealthier*

less developed countries would be in a stronger position to present

an acceptable project request to the Intergovernmental Committee

than would the 'poorer' less developed countries, because their

organisational capacity to formulate acceptable requests would be

greater# The difficulties of low per capita income countries in

submitting requests may offer some explanation of their small share

of V#P#P. resources.^
As well as offering problems for the formulation of food aid

requests, a weak administrative structure could result in some food aid

requests being unwise and possibly working against the growth potential

of a recipient country# In developing countries the V#F#P. must compete

with other governmental and aid agencies within the country for a share

of the scarce administrative resources. Since the Intergovernmental

Committee of the W#F#P# tends to give priority to requests for feeding

projects, it may be easier for a developing country to obtain food aid

rather than other types of aid. This may result in a developing country

submitting requests for food aid to the W.F.P. because food aid is

available rather than because nutrition is a development priority.

The management of the aid, once received, will occupy administrative

resources which may have been better employed in dealing with projects

of a greater priority in terms of the growth of the developing country#

In short, the opportunity costs involved in receiving and managing

food aid for some countries may operate against the expansion and

growth of the economy# Nutrition should be a development priority

before a project request is considered. To apply for food aid merely

because it is available can result in an opportunity cost which can

divert scarce administrative resources from the areas of growth and
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development in the economy.

The. possibility of the W.F.P. authorities assuming a greater

responsibility for project selection and evaluation in a recipient

economy is limited by its own expenditure devoted to evaluation and

7
administration. The W.F.P. has always considered that its low

administrative costs were a sign of its efficiency as a food aid

agency. The Programme only spent 0.52% of its resources on the evaluation
g

of its donations annually in its first ten years. The small expenditure

on its evaluation and appraisal has prevented the experience of the

Programme from having had a coherent and consistent analysis which

could have been used to improve the performance and efficiency of

its donations. A low administrative cost and a high project failure

rate would suggest that the W.F.P. does not monitor project selection

appropriately. This position could be improved by either increasing

the number of administrators or improving the present efficiency of

the administration by adopting alternative appraisal techniques.

The third constraint faced by the W.F.P. in choosing its food

aid projects arises from the inadequacy of base line data in many

developing countries. The shortages of data or the inaccuracy of data

offers problems for the estimation and pre-project planning of W.F.P.

aid. However, these problems may not be insurmountable. In spite of

the shortages in data and administration, the process of W.F.P.

project appraisal and evaluation could be improved considerably.

In 1969, the United Nations •Interagency Study Group* on evaluation

agreed upon a set of definitions and a terminology to which all U.N.
9

bodies would generally adhere including the World Food Programme.

A clear distinction was drawn between the two processes of appraisal

and evaluation. The appraisal process was judged to take place before,

and the evaluative process during and after a project*s duration.
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Appraisal may be defined as the process of weighing up the

advantages and disadvantages of a particular project before it is

undertaken. In this process, the feasibility of a proposed project

is estimated using techniques such as cost-benefit or cost-effective

analysis. The estimates provided by the appraisal process are then

used to guide decisions or requests for assistance.

The evaluative process, on the other hand, is one in which a

project's performance is assessed by *the exercise of judgement and

specific techniques* both during and after its implementation. The

evaluative process involves a part measurement of the efficiency and

effectiveness of a project, taking into account the costs and benefits

of the operation where possible. During a project's course, the

evaluative process must determine whether the ends and means of the

project are still valid or in need of modification. After the completion

of a project, the evaluative process should be involved with identifying

any lessons such as constraints and bottlenecks, which may have arisen

in the course of the project. These lessons should then be used to

10
improve the design and selection process used in future projects.

The World Food Programme has not made extensive use of cost-

benefit or cost-effective analyses in its appraisal or evaluation of

projects. The reasons that it gives for this are that the costs of

collecting data suitable for cost-benefit analyses are high and that

it does not have the financial resources for such a task. However the

V'.F.P. also argues that the differences in the quality of estimation,

collection and accuracy of base line data in many developing countries

would prevent this technique from being a meaningful instrument for

selecting and comparing projects. The Programme also judges that

its food aid has a social function that cannot be calculated in a

cost-benefit ratio. Since the W.F.P. operations have been approximately
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50% social and 50% economic in their purpose, the W.F.P.*s argument

would seem to be rather over-exaggerating the social function of W.F.P.

aid. Although cost-benefit techniques would not be applicable to social

projects, they could well provide a useful tool in appraising these

projects which are primarily economic in nature. However, this is not

to say that cost-benefit analysis does not pose a considerable number

of problems in its application to food aid projects.

The problems involved in calculating cost-benefit ratios for

food aid projects would involve the choice of a discount rate, the

determination of the time period for assessment of projects, as well as

problems of distribution and welfare economics. The choice of a discount

rate would be crucial as it would differ according to the different social

rates of time preference of the various recipient countries submitting

requests. Estimations would not be impossible to achieve, although

a larger W.F. P, staff would be required to continually appraise

submitted discount rates. Whether the increase in staff costs would be

warranted by the usefulness of these estimates could be questioned by

the W.F.P., although this would seem a rather weak argument for the

rejection of a well-tried technique in economic decision making.

The choice of the time period within which to assess benefits

and costs could give rise to much debate. To take forestry projects

as an example, if the future yields from forestry are taken into the

discount rate (which of course they must be), then it would take a

very long time for such projects to show yields. Yet the benefits of

forestry for both employment and erosion control are considerable

(see chapter four, section Xl). Forestry projects may be regarded as

an exception when considering economic projects, as far as the time

period is concerned. All forestry projects could be assessed using a

common set of criteria and perhaps a common time period (i.e. cut-off
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time period). In any case, forestry is only one of a large number of

economic projects undertaken by the V.F.P. where the choice of time

period would offer such a difficulty. This difficulty would not arise

in almost all food-for-work projects. For example, irrigation projects

would be assessed using a time period for the completion of the

project when the benefits would start to accrue to the recipient economy.

Irrigation projects using labour for their construction, rather than

capital intensive dams, would offer an appropriate opportunity for

assessing the economic worth of food aid. Similarly the building of

storage silos, roads and railway construction using food aid for a

part of the costs, could be assessed by cost benefit techniques.

The problem of the variation in base line data between developing

countries could to some extent be overcome by allowing a margin of error

for those countries where data was known to be particularly inaccurate.

In addition, the V.F.P. authorities could attempt to provide assistance

to countries in the formulation of projects using cost benefit analysis

as the standard for the assessment of economic projects. It might be

suggested that although cost-benefit analysis would offer difficulties

for some developing countries in submitting requests for aid to the

V.F.P., an inaccurate common standard for assessing and measuring food

aid project requests would be preferable to no common standard at all.

The distribution of the costs and benefits of food aid projects

within developing countries would offer problems of interpersonal

welfare comparisons. However this can be overcome, to some degree,

by the I.G.C. of the Programme making explicit its value judgements and

views on who should receive its aid i.e. unemployed, vulnerable groups

etc. This is not really such a dramatic step in that there is net a

great deal of difference between the I.G.C. stating explicitly that

it considers low income groups to derive a greater benefit from food aid
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than other groups, or the economy as a whole - and this being inferred

from the fact that the Programme gives priority to nutritional projects

which are directed to low income groups. It could be argued that it

is not unreasonable to suggest that the I.G.C, should make its value

judgements explicit and that the Programme should operate on them.

It should be noted that with feeding programmes and types of

social projects, it is not possible to use the technique of cost-benefit

analysis. In certain nutritional projects, cost-benefit analysis is

not applicable because the project's purpose is the improvement of the

immediate consumption of the recipient. The future benefits cannot be

estimated because of the long time horizon involved before these projects

could be said to contribute to the economic growth of the economy. For

example, feeding babies with fortified food aid provides the developing

country with future healthy adults whose productive potential may have

increased because of this feeding in early years. However, in the

absence of such a programme, these children may survive into adulthood

as mentally retarded adults which would be a burden on the future
11

resources of the country. The value of food aid in this case could

not be calculated using a cost-benefit ratio as the full benefits of

the food aid, other than consumption, cannot be known until many years

12
after the completion of the feeding project. In the case of feeding

programmes, although cost-benefit techniques cannot be used, it is

possible and indeed desirable to apply cost effective analysis to compare

projects of a similar kind.

A standard set of measures could be applied to all project types.

These that are economically productive could be measured and assessed
13

using cost-benefit techniques. Non-economic measures as well as

14
cost-effective analysis could be used to evaluate nutritional projects.

The V.F.P. by its own estimation allocates 35% of its food aid to
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to explicitly social development projects (see chapter four). While

the Programme can argue that all its projects have a social impact,

this should not be used as an excuse for not having a system of project

appraisal and evaluation which, for economic projects at least, are

estimated by common standards seeking to direct food aid to efficient

ends.

Many food aid projects are undertaken on the grounds that they cam

make an economic contribution to the recipient economy. The W.F.P.

has estimated that approximately 50^ of its food aid projects were

intended to offer investment, employment and increased economic output

in the economies of recipients. Yet out of nearly 500 projects carried

out with W.F.P. aid (up to 1973), in fact only three projects had a cost-

15
benefit ratio (internal rate of return) applied in their appraisal.

Since at least 200 of the W.F.P. projects were of an economic nature,

it can be suggested that the poor project performance rate of the

Programme in its first decade may partly be attributable to the system

of appraisal and evaluation adopted for projects assessment and estimation.

The project performance rate may show an improvement by the adoption of

cost-benefit techniques in appraising food aid donations. While cost-

benefit estimations would not necessarily have shown in advance all

the non-economic factors which the W.F.P. considers to have been largely

responsible for project failures, it would have indicated the non-

viability of projects that subsequently failed for economic reasons alone.

The W.F.P. does make an attempt to justify its project decisions

by an enumeration of the direct and indirect repercussions as far as it

is possible to do so. Nevertheless the weakness of this system of

appraisal is that the opportunity costs of W.F.P. aid is not fully

realised in project selection. The Programme generally does not compare

projects within countries which would allow the opportunity costs of its
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aid to be taken into account. Neither are project submissions

compared on an inter-country basis. Although comparisons on an inter-

country basis are rather complicated because poor countries are unable

to offer sound project submissions, comparisons on an intra-country

level pose far fewer problems (see section II). On an intra-country

basis, cost benefit techniques could provide the recipient government

and the W.F.P. with the means to consider the alternative uses of food

aid in that country. However the World Food Programme authorities

believe that the value to be had from cost-benefit techniques does not

justify the administrative costs of providing extra staff to compile

the data for use in these techniques.

Following this analysis, one must draw the conclusion that the

World Food Programmed method of evaluation and appraisal of its

projects is limited by its poor administrative budget and that, as

a consequence,- any possibility of an improvement in multilateral food

aid effectiveness is reduced.

A possible reason for the reluctance of the W.F.P. to adopt more

rigorous economic techniques in assessing its operation may be found

in its relationship to other United Nations agencies. The World Food

Programme donations are bound by the relevant international, ethical,

legal and technical standards embodied in the Declaration of Human Rights,

the International Labour Conventions and Recommendations, and the World

16
Health Organisation Recommendations. The views of U.N.E.S.C.O. and

W.H.O. on the evaluation of W.F.P. resource use are less concerned with

efficient or effective use of food aid in an economically measurable

sense, than with the cultural uses and health uses of donations.

Consequently, the W.F.P. food aid donations have sought to accommodate

a number of ends that are not always compatible with achieving narrower

economic goals, such as the growth of output.
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It is considered desirable that the recipient of multilateral

food aid should provide inputs and agencies to the project chosen

to indicate its commitment to that project. Counterpart contributions

from recipients at an earlier stage of development are not required

to the same extent as they are from those who are at a later stage

of development. In other words, the V.F.P. tries to offer assistance

to poorer nations as its administrative budget will allow.

The system of appraisal and evaluation adopted by the W.F.P.

uses a wide set of criteria for judging the actual and potential

performance of its projects. However the guidelines for estimating

and assessing projects are not weighted to allow an overall assessment

of the potential of a project by the I.G.C. before resources are committed

to a project. The Intergovernmental Committee of the Programme judges

each project request in an ad hoc manner. Without a system of identifying

beneficial projects from those that are inefficient and unlikely to

succeed, the I.G.C. does not place the efficient allocation of food

aid at the centre of its decision making.

The W.F.P.'s project appraisal and evaluation rest largely with

the I.G.C. who consider project control as mainly an audit of commodity

use, rather than an assessment of the development contribution of food

aid. Project reviews are undertaken by a sub-committee of the I.G.C.

(the sub-committee of the whole - see organisational chart in chapter

two, appendix A). In 1967, it examined eighty existing projects and

thirty projects that had been approved on the delegated authority of the

Executive-Director. It also gave approval to twelve projects where

the commodity element exceeded ^750,000. The absence of a technique

like cost-benefit analysis which would allow the sub-committee to compare

the projects submitted, selecting those with the greater economic

potential, taken together with the fact that the sub-committee of the



128

whole examined all these projects in six hours, indicates a weakness
17

in the W.F.P. evaluation system.

The sub-committee of the whole examines and approves some 200

project annually, over two sessions of six hours each. This means

that the average time spent on considering a project is 3.6 minutes,

which must be judged as totally inadequate for a thorough discussion

of W.F.P, resource commitments. The high level of project failures

underlines the inadequacy of their pre-project appraisal.

In conclusion, the World Pood Programme was first established

in the belief that a multilateral agency could play a unique role in

donating food aid directly to projects in developing countries. This

differed from bilateral food aid programmes which allowed recipient

governments to distribute food aid by open market sales. The W.F.P.

was to use food aid in an experimental fashion with the aim of gaining

knowledge and experience from a variety of projects. By trial and

error and the knowledge gained in practical operations, it was hoped

that food aid effectiveness and efficiency would be gradually improved.

While the W.P.P. has identified a number of problems commonly

encountered with its operations, it has yet to refine and systematically

bring together its experience, to allow the inference of a set of criteria

or a compendium of knowledge for use as a project manual for design and

assessment of multilateral food aid projects, both for its staff and

I.G.C. reference.

Prom a review of the evidence, it would seem that the W.F.P, could

take steps in two directions towards heightening the chances of its food

aid projects succeeding. Improvements could be made firstly in the method

of assessing and estimating projects for food aid and secondly in the

administrative sphere of V.F.P. operations. In the course of this

discussion it has been shown that the reasons given by the W.F.P.
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authorities for not using a more rigorous method of evaluation and

appraisal are not to be considered as entirely convincing. Their lack

of such a method has been judged as contributing to their high project

failure rate. It has been suggested that the W.F.P.*s performance as

a development agency might be improved by their adoption of cost-benefit

and cost-effective analysis. The difficulties involved in adopting such

techniques to the World Food Programme have been discussed. It has

been recognised that problems would arise in a choice of a discount

rate and in agreeing (for some projects) on a time period within which

to assess benefits. Interpersonal welfare comparisons would prove

complicated especially for inter-country comparisons of food aid

donations (see section II). A larger administrative staff would be

required to compile the necessary data. Cost-benefit techniques could

not be applied to all projects and nutritional projects could be appraised

in terms of nutritional indices and cost-effective analysis. A standard

set of non-economic measures would need to be agreed upon for use in

projects with a primarily social purpose. Nevertheless those projects

of an economically productive nature could have cost-benefit analysis

used in their appraisal. Since they accounted for almost half of W.F.P.

projects in its first ten years a more rigorous use of cost-benefit

analysis in this sphere coupled with a consideration of the practical

experience gained over the first decade, could well reduce the number

of project failures. These failures have in the past been largely due
1 s

to inadequate project design and over-ambitious and unrealistic targets.

In the administrative realm, the W.F.F. could offer more assistance

to the governments of developing countries who are at present considered

as responsible for a greater part of the planning of V.F.P. projects.

The poor administrative structure and organisational experience of many

developing countries has been considered responsible for project
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failures. The W.F.P. authorities have reported cases of wastage of

food aid because of the inability of the recipient government to provide

them with an accurate estimation of their needs. Even in feeding

projects in educational and training institutions, the expected numbers

of beneficiaries often prove to be understated or overstated in terms

19
of the estimation of the government authorities. In land settlement

projects the tendency to overestimate the numbers of expected settlers

often occurs. Where recipient governments have constantly proved unable

to estimate simple numbers of expected beneficiaries or unable to manage

a project efficiently once the aid has been received, the W,F,P, itself

could take a greater responsibility for project appraisal, evaluation

and administration, on the grounds that its resources are too scarce to

be wasted.
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Section II. The Inter-Country Distribution of World Food

Programme Aid (1963-1972)

This section will examine the criteria used by the VJ.F.P.

in its allocation of food aid to var'ous countries and will consider

if improvements can be made in this allocation process*

The W.F.P. judges countries to be eligible for its food aid

if they receive United Nations Development Programme aid (U.N.D.P.).

In addition to this general criterion, a country may be eligible if

it has a serious food deficit, or a balance of payments difficulty, or

insufficient food aid from other sources and is not at a very advanced

stage of development. Developing countries are also required to show

that they have the administrative capacity to use food aid effectively*

As has been noted, the last criterion may offer a part explanation

why during its first ten years of operations low per capita income

countries did not receive a larger share of V.P.P. resources*

Countries can be eligible for W.F.P. assistance if a 'sound

project* can be established which would benefit a group of the population

or an area where there is undernourishment, unemployment or under-
i

employment and poverty. This criterion is one of * first-come-technically-

feasible-first served*.

In practice this criterion is wide and those countries that are

able to submit project requests to the I.G.C* which comply with one

criterion (i.e. provide employment) could receive aid whether the

project was in fact economically sound or not.

Finally the V.F.P. assesses its food aid donations to a developing

country in the light of previous project effectiveness in that country.

In short, countries that have previously successfully completed W.F.P,

projects are regarded favourably in future requests for food aid.
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Country eligibility for W.F.P. aid is based upon a vide set

of criteria, from which the Intergovernmental Committee can choose.

In the first ten years of the Programme*s operations, this vide

interpretation of country eligibility was followed and a large number

of developing countries received some W.F.P. aid. The aim of providing

multilateral food aid to as many developing countries as possible, was

considered by the Executive Director of the Programme as necessary

20
to reflect the •spirit* of the United Nations.

It has been argued by some authorities (e.g. the United States)
21

that this aim is too wide. It is suggested that as an agency

established for the alleviation of hunger and malnutrition, the W.F.P.

should concentrate its resources on providing improved nutrition and

consumption in countries where the need is greatest, rather than

spreading its resources over a large number of countries. This view

considers that the W.F.P. should allocate more resources for relief

purposes rather than for development ends. However the W.F.P. has

endeavoured to provide resources for both nutritional and developmental

purposes. As a multilateral agency it has attempted to balance the

donations of its aid between both a large number of countries and a

variety of projects. It may be suggested that having adopted a *vide*

approach to food aid disbursements, it is not possible to simultaneously

achieve economically efficient allocation of all its resources and a

wide country distribution of its aid.

With the relative scarcity of food aid in the 1970s, the W.F.P,

has taken steps to guard against giving too much aid per capita to

the more advanced developing countries, especially those considered

to be at * take-off stage*. In 1976, for example, Iraq will cease

to receive W.F.P. aid because it is deemed to be in a position where

projects can be undertaken by the government.
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The World Food Programme has decided to allocate more of its

resources to poorer developing countries than it had allocated in its

first decade. The early objectives of the Programme of providing aid

for both economic and social development projects have not altered,

although a higher priority will be given in the 1970s to nutritional
22

improvement projects for vulnerable groups. The W.F.P. has decided

to allocate 30% of its resources to developing countries who have a

per capita income of less than /250 although the 10% country allocation

rule was still to apply.

The World Food Programme has distributed its aid under the rule

of thumb that no single country shall receive more than 10% of its

resources in any one year. In terms of the countries receiving its

aid, this ruling overlooks the per capita income or the population size

of recipients. For example, if W.F.P. aid was distributed on the basis

of population size or per capita income, India could claim a substantial

share of W.F.P. resources, probably much more than the 10% allocation.

However, basing food aid distribution on a population basis would result

in South East Asia receiving a larger share of resources from the W.F.P.

them it has received in the first decade of W.F.P. operations. (See

chapter two.)

The 10% rule is arbitrary, but necessary, to ensure that multilateral

food aid is not concentrated in one coiintry or region of the world.

However this 10% rule could be modified further by introducing a ruling

that only countries under a certain cut-off per capita income (e.g.

/300) should qualify for food aid. Those above the chosen cut off

level, it could be argued, are in less need of food aid than those

below this level. While this too would be arbitrary, since there would

be poor people who could benefit in countries of a higher per capita

income, it would direct W.F.P. resources to the very poor countries
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where the aid could be used as a means of increasing consumption and

raising nutritional standards. If necessary, the W.F.P. authorities

could concentrate their administrative resources on improving the plight

of the very poor, even if this means using food aid for relief purposes

until projects of a productive nature can be established.

If the W.F.P. was unable to meet the increased administrative costs

of providing aid to low per capita countries, then an alternative means

of distributing food aid could be adopted. The programme approach could

be introduced in low per capita income countries and the food aid

distributed through rationing or government agencies. In this way

W.F.P. administrative costs would be kept to a lower level.

Table XIII gives a ranking of countries who have received W.F.P.

aid in order of per capita W.F.P. commitments. This is compared to the

per capita Gross National Product of each country receiving this aid.

The per capita commitments in table XIII are averaged over the ten-year

period (1963-1972), From table XIII it can be seen that the per capita

commitment of V.F.P. aid has been over /5 per capita in 16 countries,

with Botswana and Lesotho having received /40.54 per capita and /24.41

respectively. Both these countries have received 40% and 30% of their

per capita income from multilateral food aid. With such ia large

share of their per capita income coming from food aid, it might be

deduced that food aid is of a major importance to the development of

these economies. The use of food aid as a development input could be

estimated on a macro-level, that is to say through the programme

approach or indeed the sectoral approach to aid rather than in the

ad hoc project approach used by the W.F.P. authorities. It would seem

that both Botswana and Lesotho offer the opportunity for planning food

donations under the overall development objectives expressed in the

respective country's development plans. Both these countries could also
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Table XIII

Ranking of Countries receiving W.F.P. assistance according to
per capita W.F.P. commitments and the relation to per capita
Gross National Product (1963-1972/

I Countries (over #5 per capita)

Botswana

Lesotho

Cyprus

Mauritius

Jordan

Swaziland

Tunisia

Congo (Brazziville)
Gambia

Barbados

Syrian Arab Republic

Lebanon

Algeria
Mauritania

Malta

Yemen Arab Republic

Western Samoa

Commitments G.N.P. per capita

40.54 100

24.41 80

19.05 970

12.39 230

10.84 280

10.24 180

8.48 230

7.50 220

7.50 110

7.48 500

6.74 260

6.65 580

6.21 260

6.16 140

5.26 710

5.25 70

5.11 120

II Commitments from 2.01 dollars to 5.00 per capita in 16 countries.

Ill Commitments from 1.01 to 2.00 dollars per capita in 18 countries.

IV Commitments of 0.51 to 1.00 dollars per capita in 15 countries.

V Commitments of less than 0.50 dollars per capita in 28 countries.

SourceI I.B.R.D. 1972 per capita incomes
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provide the scope for an investigation of the contribution food aid

can offer to economic growth and development in a way which has not

been studied before. Most of the other countries in this table receive

a much smaller per capita share of the W.F.P.'s contributions. Vithin

this group there is one country with a GNP per capita income of 500

dollars (Barbados) and three countries with a GNP per capita income

exceeding this figure (Lebanon - 580? Malta - 710; and Cyprus - 970),
Should a per capita income cut-off level be introduced (of say 300

dollars), these countries would cease to be eligible for W.F.P. aid.

Other countries receiving W.F.P. aid (in groups II to V) are by

far in the majority of recipients, and the Programme's operations can

be regarded as marginal to the economies concerned. Here it might be

suggested that W.F.P. aid should be continued to be assessed under the

project approach. Using the 300 dollar per capita income cut off,

approximately 30 of the 77 countries would not be entitled to multi-

-lateral food aid. India falls in group V where she receives 0.25

dollars per capita. This is a small amount of aid in relation to the

large number of persons who might benefit.

In conclusion, it has been argued in section I that the criteria

used by the W.F.P. for its project selection and evaluation do not give

an adequate measure of the economic performance of its operations. It

was suggested that the high rate of project failure on W.F.P. projects

could be considerably reduced if cost benefit analysis and cost effective

analysis were applied to pre-project appraisal and evaluation. The

adoption of these techniques, in combinationg with the experience gained

in the field by the W.F.P., could provide a manual for food aid project

selection which would be invaluable for the decisions on projects made

by the Intergovernmental Committee. Section II briefly considered the

problem of the inter-country distribution of W.F.P, aid and suggested
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that a cut-off per capita income level be used to decide which countries

should receive V.F.P. aid. This would be in addition to the 10%

allocation ruling »

The criteria for allocating, appraising and evaluating multilateral

food aid, because of the wide and diverse objectives of the W.F.P.,

cannot be entirely based on * efficiency*. To base the allocation of

W.F.P, resources on the efficient use of food aid, as measured by

requests for economically viable projects, would exclude many poor

countries who would be unable to formulate requests. However, basing

the inter-country allocation of W.F.P. resources on a 10% maximum

country ruling is arbitrary and prevents countries with large populations

from absorbing all multilateral food aid. The introduction of a

minimum cut-off level of per capita income as a criterion for allocating

multilateral food aid is also arbitrary. However, such a ruling would

direct food aid to poor countries.

In the final analysis, the criteria adopted by the W.F.P. to

allocate its resources both to projects and countries will be determined

by the policy decisions of the Intergovernmental Committee. However,

if the W.F.P. is to remain as an agency for the promotion of the

economic development of recipients rather than becoming a food relief

agency, it would be desirable for it to adopt criteria to ensure that

scarce food aid resources are being efficiently utilised.
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Notes

1. R, Nurlcse, 'Economic Development and Capital Formation*, 1958.
The idea of 'switching* foreign aid from a chosen project to
another is given in the example of the choice between a *dam'
and an 'opera house' in post-war Vienna. The government wished
to build an opera house but the donor would not provide funds
for such a use so the government obtained funds for a dam and
switched the funds it was to use for the dam to the opera house.
The phenomena is also known as fungibility of products.

2. The four stages of evaluation may be explained sis follows:
a) The first stage in the evaluation of a project is that of
performance monitoring. The recipient government, as the
executing agency for the project as well as W.F.P. field officers,
submits periodic reports to the I.G.C. These reports provide,
as far as possible, measurable physical quantitative targets and
broad objectives, as well as how W.F.P. food and feed commodities
have been utilized. The utilization of W.F.P. aid, normally
means the inclusion of broad social objectives. The performance
of a project is judged on a balance of quantitative and social
objectives by the Intergovernmental Committee.
b) The bulk of W.F.P. evaluation work is 'interim evaluation'
of projects. This occurs when a project is to be expanded, or
for a large project or when a project runs into serious diffi-
-culties. Performance is again measured on a balance of
quantitative and social objectives by the I.G.C.
c) A third step in the evaluation process is terminal evaluation
reports. These reports provide an account of how food aid was
used and chronicle the lessons learnt during the implementation
of the project, These reports are used as a guideline for the
formulation or implementation of other similar projects. However,
as yet, these reports have not been overall systematically analysed.
d) The World Food Programme has attempted to draw together its
experience by tackling a number of sectoral studies and comparative
project evaluations. These studies have been made in sectors and
in groups of projects of the same functional type in the same
economic or social sector in one or more countries. [A study on
Food Aid and Education investigated the problems and benefits
of using food aid for education i.e. benefits were listed (1965).]
The general problems arising from projects concerned with Human
Resource Development were examined (WFP/lGC 12/12 Rev/ and WFP/lGC
24/10). Research on livestock feeding projects was also initiated
(WFP/lGC 15/16). Further subjects of investigation were the
constraints on agricultural production, assessing the role of food
aid in Botswana (Government of Botswana for 24 session of I.G.C.);
indsutrial development in Turkey; nomadic settlement; and range
management projects in the Near East and North Africa. Various
other studies of vocational training projects, land settlement
projects and educational projects must also be mentioned (VFP/lGC
13/7 add 22; WFP/lGC 16/8 add 3; WFP/lGC 21/10 add 16).
These studies have in the main identified, at a general level,
the problems encountered by the projects. However, since different
criteria have been used, even on the productive projects, their
value as an indication of W.F.P. aid performance is little better
than normal evaluation reports where factors encountered in
projects are listed.
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Project missions spend two weeks in the field gathering
information for the assessment of the progress of a project.
This procedure only occurs with large projects. Project missions
are concerned with assessing the quality of project performance
as much as with establishing quantitative data for performance
assessment. These evaluation missions are concerned with eight
main aspects, common to all projects, although not all are
give the same qualitative weighting,
a) Technical targets are considered as far as is possible
to do so, and where the quality of work can be assessed then
it is examined.
b) The mission considers the quality of planning and management
of the project, assessing its competence and ability to see the
project to completion.
c) The mission pays special attention to food management, that
is the adequacy of arrangements for receipt, transport, handling,
storage, preparation and utilisation of commodities.
d) Nutritional acceptability of W.F.P. commodities and their
impact and provision of nutritional education is greatly valued
by the Programme. Experience with food acceptability has indicated
that certain foods are not always acceptable to the recipients.
The use of yellow maize, for example, was not accepted by the
students of the University of Botswana, as they considered this
kind of maize to be cattle feed. They also considered that they
should not pay, as was requested, for International Food Aid.
(WFP/lGC. 25/12).
e) The mission discusses the economic and social impact of a
project, with the aim of establishing whether and to what extent
the impact of the project was in line with the original objectives.
Indications of direct and indirect effects are given where it is
possible to do so (i.e. employment creation, growth of output
are direct effects and indirect effects are nutritional improvement).
f) The possibility of market displacement and adverse impact
on recipient agricultural production or channels of trade are
examined.
g) In the case of feeding programmes, missions consider what
arrangements the recipient governments have to assume to take a
greater share of responsibility for the project.
h) Fissions are also concerned with what arrangements the
recipient government has for maintenance of works established by
food aid, or the employment of workers that have been engaged with
W.F.P. projects.

3. R.G. Smethurst makes the point that W.F.P. has 'grocery statistics'
as an evaluation system. Journal of Development Studies, 1969.

4. W.F.P./l.G.C. 8/17.
5. A possible exception of a country in need, but able to formulate

acceptable aid requests,would be India. See N. Hatti, 'On
Assessing Foreign Aid Assistance to India 1951-1961'.

6. The distribution of multilateral food aid has not been particularly
in favour of low per capita income developing countries in the
period 1963-72. See CCP. 70/20 Committee on Commodity problems
45 Session 1970. Food Aid and Related Issues during the Second
Development Decade. Report in response to U.N. resolution 2464
XXIII of the U.N. General Assembly. See also E.E.C. memo on
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Food Aid 1970 and Ex-Director's Report to I.G.C. 1975 (Sept.)

7. R.G. Smethurst, op.cit., comments that the W.F.P. administration
spends too much time in trying to trace food aid losses that
"wouldn't keep a moderate sized rat alive for a weel^. The
W.F.P. has managed to prevent losses from deterioration and
transport damage to less than 1% of the annual costs of the
programme.

8. The proportion of W.F.P. expenditure devoted to administrative
expenses has averaged 5% of expenditure over the ten year period.
The share of costs for administration has dropped as the Programme
has increased in size, i.e. the volumes of food aid have increased
but administrative costs have not increased proportionately.
These apparent administrative cost savings result from increases
in food aid volumes rather than from the efficiency of the
W.F.P. management. The W.F.P. from its inception has been
obsessively conscious of its administrative costs and staff
size (see Wightman, op.cit.). The time and effort devoted by
the Programme staff preparing data indicating the administrative
efficiency and low cost, combined with the hours spent at I.G.C.
meetings discussing administrative details, seems very high for
the resources involved; if policy time devoted to administrative
detail is compared to time allotted for the development of food
aid policy per se. A possible explanation for the concern with
the costs of administration of the Programme arises from the
W.F.P.'s desire to emphasise to donor members of the I.G.C. that
multilateral food aid does not encourage a large inefficient
administration. The issue of a large administration and increasing
bureaucracy has been the focus of sharp criticism levelled against
the W.F.P.'s parent agency, the F.A.O., since it was first
established in the forties.

9. W.F.P./l.G.C. 25/12 Feb. 1974 ref. to United Nations conference
on Evaluation, 1969.

10. W.F.P./l.G.C. 25/12 add. 1, March 1974,

11. L.Joy, Economic Aspects of Food and Nutritional Planning, I.D.S.
Communication 101, 1971* Sussex. A similar point is made on the
limitations of cost-benefit analysis in estimating nutritional
programmes.

12. W.F.P./l.G.C, 25/12. Feb. 1974.

13. W.F.P./l.G.C. 25/12.
14. The W.F.P. authorities provide food aid for feeding programmes

for vulnerable groups. The two main groups concerned are 'pre¬
school children and mothers'. The objectives of feeding
programmes are twofold: to improve the nutritional status and
health of the recipient and to widen the mother's knowledge of
food and nutrition, emphasising improved infant and child
feeding practices. The W.F.P. authorities use as main indicators
of the pre-school child's nutritional status: the specific
death rate by malnutrition, and the infant mortality rate; the
death rate of children from one to fours years; weights and
heights for age; and skinfold thickness. Indicators used for
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mothers (though less specific than the pre-school child's),
are the percentage of low birth-weight cases; weight gain
during pregnancy} and haemoglobin concentration.

The most conmon indicator is the pre-school child's weight
for age. This is the most important indicator of the prevalence
of protein-calorie deficiency. Unfortunately, due to lack of
funds and personnel, systematic evaluation of this data is not
undertaken by the W.F.P. authorities.

Feeding programmes for primary school children aim at improving
the pupil's nutritional status and health as well as his nutritional
knowledge. Teachers are instructed in the basics of food and
nutrition and are asked to make subjective assessments on how the
pupil's school attendance, attentiveness, alertness and learning
capacity are affected by the improved diet due to food aid.
The main indicators used for evaluation of these projects are the
weights and heights of the children for their age and the signs
and symptoms of malnutrition. Surveys are most commonly used
to assess the impact of food aid on feeding programmes.

Feeding programmes for boarding schools, universities,
training institutions and hospitals allov; the temporary release
of their respective food budgets so that they may be used for
other purposes i.e. the improvement of facilities, equipment
and material.

The benefits of feeding programmes are felt by the recipient
economy during the programme and in later years when the children
grow into healthy adults. Feeding programmes are primarily
concerned with delivering the food aid to the recipients as
quickly and efficiently (i.e. at a low cost) as possible. However
the criteria used are based more upon medical considerations
rather than economic considerations,

15. They aret- Taiwan 104 V.F.P./l.G.C. 11/7 add 82
Korea 146 W.F.P./l.G.C. 12/6 add 44
Syria 565 W.F.P./l.G.C. 24/10 add 19.

16. W.F.P./l.G.C. 25/12 egUNESCO recommendations on evaluation
of W.F.P. food aid.

17. R.G. Smethurst, op.cit.

18. The I.B.R.D. in the 'Design of Rural Development' 1976, op.cit.
has attempted to refine the project selection process for rural
projects,

19. W.F.P./l.G.C. 25/12. 1974.

20. Ex-Director's Report to I.G.C. 1973.

21. Ex-Director's Report to I.G.C. (1975 Sept.).

22. W.F.P./l.G.C. 27/4. Canadian Proposal for W.F.P. aid to the
least developed countries, 1975 April.



CHAPTER SIX

THE PROCUREMENT OF FOOD AID IN THE 1970s.
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Section T« Food Aid Availability, the World Food Crisis

and Plans for a World Food Reserve

Section I will examine the reasons which have been offered

for the world food crisis in the 1970s. The developed agricultural

producers no longer hold the large stocks of grain that they held

in the fifties and sixties, consequently food aid programmes have

reduced volumes of aid. Since food aid programmes have received their

resources from surplus stocks, the need for a world food reserve has

become an issue of increasing importance. The problems involved in

finding acceptable criteria for sharing the burden of the costs of

such a reserve are explored in detail in this section. In the post-

1971/72 period, total world food aid volumes have sharply decreased.

In the United States, for example, food aid has fallen from 50% of its

agricultural exports in the 1960s, to 15% in 1974/75. The decline

in food aid volumes in the post-1971 period was one reason for the

convening of the Vorld Food Conference of the United Nations.

The World Food Conference of 1974 sought to find solutions to

the problem of the shortages of food in many developing countries and

the aggravation of this problem by food price rices. The United Nations

have designated, as a special category, 25 developing countries who

have been 'most severely affected* (U.S.A.s) by the post-1971 price

rises. It has been recommended by the U.N. that these countries be

given special help to overcome their acute food shortages. Among its

recommendations, the W.F.C. has suggested that a minimum food aid

target of 10 million metric tons (of grain) be set by participants to

the Conference to meet this crisis. (The other recommendations of the

W.F.C. will be found in Chapter two, Appendix A.) This figure of

10 million metric tons represents an increase in the volume of total
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food aid since 1971» although in the 1960s food aid volumes had

reached an annual peak of 16 million metric tons.

This reduction of the quantity of food aid in the post-1971

period can be attributed to a number of causes of which the most

significant was the change in the United States agricultural policy.

As has been previously discussed, the United States has pursued an

interventionist policy in agriculture since the 1930s and one result

of this policy vas the accumulation of stockholdings of surplus

commodities, especially wheat. The x'bnerican food aid policy war,

one means of reducing large surplus holdings and was primarily intro-

-dueed for this purpose.

In 1961, the U.S. Government owned 38 million metric tons of wheat

and 80 million metric tons of feed grain. This was the peak year for the

government ownership of stocks. The increasing accumulation of stocks,

and their costly administration and storage, can offer a partial

explanation for the U.S. Governments decision to run down its large

stockholdings in the late 1960s. (The various purposes of a stock

policy were discussed in chapter three.) The reasons for the •bare-

shelf* policy, which had been introduced by President Johnson, were

elucidated by the Secretary of Agriculture in a speech on U.S. food

aid policy:- "...as we are not the world*s policeman...neither are we

1
the world*s father provider". In short, the United States has changed

its policy towards surplus holdings and agricultural prices because

she feels that she has borne an unfair share of both the costs of food

aid and the costs of maintaining world food security.

In 197-1. because of the change in the U.S. stock policy, 4 million

metric tons of wheat, and 26 million metric tons of feed grains were

held in reserve. In contrast with the 1961 stocks, the great

proportion of these were privately rather than government owned.
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Hie U.S. large stockholdings in the fifties and sixties provided a

stabilising influence on world grain prices which were more or less

constant during this period. To keep stockholdings from becoming

unmanageable the U.S. Government introduced farm acreage controls.

For example, in 1972 60 million acres, almost one sixth of the United

States crop land, was taken out of production by the government

controls. However in line with U.S. agricultural policy changes in

1976, acreage controls have been removed. The United States agri-

-cultural policy has moved from the New Deal interventionist policy

in the direction of free trade and the determination of her agri-
2

-cultural prices on the world market. The agricultural policy change

was accompanied by the hardening of the terms of U.S. food aid in the

post-1971 period (see chapter one, section IX). In the 1970s, the

opportunity costs to the United States of giving surplus production
3

as aid were no longer zero, as they had been in the fifties and sixties.

The alteration in the U.S. food aid policy can in part be explained

by the change in attitude of the government towards aid. Nevertheless,

the changing world economic situation and the changing agricultural

policy of the U.S. must also be judged significant factors in explaining

the reduction of U.S. food aid volumes. The devaluation of the dollar

in 1971» and the desire of the United States to increase its overseas

earnings through increasing its commercial agricultural exports, offers

one reason for the reduction in food donations. A second factor which

might be considered responsible for the reduction of food aid volumes

and the upward trend in grain prices, was the *secret purchases* by

the U.S.S.R. on the U.S. grain market in 1972. An agreement signed in

1973 between the United States and the U.S.S.H, for substantial U.S.

grain exports will last until 1980 and this will ensure that food as

aid will not be forthcoming from the U.S. in the volumes which characterised
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the 1960s.4
Another factor which can offer an explanation for the shortages

of food for aid and the price rises in agricultural commodities, is

the United States response to European agricultural protection. The

protection afforded to European markets by the Common Agricultural

Policy threatens American •traditional* export markets. The United

States has responded to European agricultural protection by both

reducing her stockholdings and calling for the liberalisation of trade

in agricultural commodities. This is a significant change in policy

by the United States, since agricultural commodities have in the past

been excluded from the General Agreement on Tariffs and Trade (G.A.T.T.)

and the Kennedy rounds of trade negotiations. The Common Agricultural

Policy has also been responsible for the E.E.C. Commission's Pood Aid

Programme, to dispose of costly to store surplus commodities, resulting
5

from European agricultural protection.

Up until this point, the tforld food crisis has been explained

in terms of a change in the United States agricultural policy. There

are, however, a number of other factors which offer an explanation

for the dearth of food aid in the 1970s. One such factor was the

changing diet in developed countries and the increased demand for

cereals to be used as animal feed. This can be illustrated from the

per capita cereal consumption (in pounds) as shown in table XIV.

This table covers the periods 1964/66 to 1972/74. The annual consumption

of grain per head in Uorth America increased from 1,000 lbs. in 1960

to nearly 1,900 lbs. by 1972. The increased consumption of grain by

the developed countries has arisen from the feeding of animals with

grains for meat production. Approximately 150 lbs. of grain per head

was directly consumed in developed countries, the remainder being used

for animal feed. In developing countries 300 lbs. per head was



146

Table XIV

'er Capita Cereal Consumption (in pounds)

1964/66 1972/74 % increase

U.S. 1600 1850 16

U.S.S.R. 1105 1435 30

E.E.C. 900 1000 11

Japan 530 620 17

China 420 430 2

Developing Countries 370 395 7

Source* U.S.D.A. 1975*

consumed directly. Table XIV indicates that during the period 1964-74,

there was an increase in per capita cereal consumption of 16% in the

case of the United States, of 30% in the U.S.S.R., of 11% in the E.E.C.,

and of 17% in Japan,6 In contrast, over the same period in the

developing countries per capita cereal consumption rose by 7% and

in China by 2%, The increase in per capita cereal consumption in the

U.S. and the U.S.S.R, of 250 and 330 pounds respectively, was equivalent

to the average per capita cereal consumption in the developing countries

in the ten year period. The increased demand for grains in the period

from the 1960s can be explained by the increased consumption in

developed countries of grain for animal feed, rather than by an

increase in demand due to world population growth.

The rate of growth of world population does not explain the

altered balance between the demand for food and the supply. The shortages

of food and food aid have resulted from a change in the distribution of

food between countries and not from a sudden world wide scarcity. Rich
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countries such as the U.S.S.R, and Japan continued to import food

throughout the crisis whereas Bangaldesh could not afford to purchase

7
food for the relief of famine.

Other writers have argued that the world food crisis arose from

the failure of developing countries' agricultural policies to increase

agricultural output in the 1960s. This failure of policy, they argue,

was exacerbated by droughts in marginal agricultural areas over this
g

decade. However between 1960 and 1970, the less developed countries

were increasing their food production as fast as, and in some cases

faster than, the developing countries taken as a whole. The rate of

increase in food production was faster than the rate of population

increase. But not every developing country maintained food production

above population increase; 24 countries of the 72 developing countries
9

examined by the F.A.O. failed to do so. This would suggest that the

world food crisis cannot be explained entirely in terms of the failures

of developing countries to increase their agricultural production.

It has been suggested that the price increases in oil brought about

by the Organisation of Petroleum Exporting Countries (O.P.E.C.) cartel

is responsible for the price boom which in turn precipitated the world

food crisis. Although the O.P.E.C. oil price increases added to the

rise in world commodity prices, the change in agricultural policy

of the U.S. preceded it. In terms of trade between grains and oil,

the editorial of the Wall Street Journal of August 1973 commented!

"What else needs to be recognised is that (the U.S.)
can now buy a barrel of foreign crude oil with less
than a bushel of wheat, and a year ago it took almost

bushels to get that barrel."

An alternative view of the world food crisis argues that the

critical importance of weather cycles for world food supply has been
10

underestimated. It is suggested that the Jevonian 'sun-spot cycle'
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theory has greater significance than has been allowed for by economists.

For example, poor harvests on a global scale have helped to reduce the

already low stocks of food reserves to danger levels (see table XV, p.154).

However it could be argued that the adverse weather accelerated a trend

in stock liquidation rather than caused this depletion. The weather

was poor in the 1970s, but the fluctuations in world food production
11

were within normal expected limits.

Nine principal elements have been identified as having contributed
12

to the world food crisis. These elements are:

(i) The *t>are-shelf* stock policy of the United States.

(ii) The policy of importing large quantities of United States

cereals by the U.S.S.R. to raise living standards and avoid

a cattle slaughter policy.

(iii) The lag in fertilizer supplies to maintain trends in food

production, due to lack of profitability in fertilizer production,

(iv) The impact of petrol prices on tubewells following the O.P.E.C.

price rise has been serious for L.D.Cs.

(v) Sugar shortages have resulted from low profitability which,

in turn, has caused underinvestment.

(vi) The reduction of fishmeal production in Peru following over¬

fishing and the change in the Humboldt current. Output fell

from 10 million metric tons to 3 million metric tons, and

prices increased considerably.

(vii) The phasing in of cattle cycles throughout the world and the

dropping of the slaughter rate for cattle from 32% in 1969 to

27% in 1973.

(viii) The general boom and commodity speculation are also considered

to have contributed to the world food crisis.

(ix) The adverse weather conditions during the 1970s.
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Although all these factors have contributed to the world food crisis,

the most important factor must be judged to be the change in economic

policy on the part of the United States - just as the oil crisis or the

crisis of the international monetary system was due to a change in the

economic policies of nations.

The United States food aid policy has been based on two factors!

(i) the existence of large grain reserves resulting from protection in

agriculture, and (ii) the willingness of the United States to offer

credit terms and to accept inconvertible currency in payment for its
13

food aid. The change in United States agricultural policy and food

aid policy has in the 1970s caused the reduction of total food aid and

the crisis in the procurement of food by developing countries. This

change in policy by the U.S. has been in response to the increase in

protection in agricultural trade and the desire that agricultural prices

be determined on the world market.

In the post-war period up until 1970, the U.S. provided the world

with a food reserve and acted as the de facto source of world food

security. There would be many problems involved in any attempt to

measure the extent of the benefit derived from this reserve, either by

the world as a whole or by the United States itself. However, it could

be said that it is beneficial to world food security to have minimum

stocks of food held in reserve.

While the costs involved in the holding of agricultural stocks

sure high, these stocks can offer benefits to the holding country. Stocks

which are held for the purpose of price stabilisation may be beneficial

to the holding country but not necessarily to the world as a whole,

since stable prices may be advantageous to one producer country but

not to another. The holding of agricultural commodities against short¬

falls in production offers benefits to the holding country by providing
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security of food supply. In the case of the United States stock

policy of the fifties and sixties, both the world and the U.S. benefited

from these reserves. It is difficult to estimate the benefits of a

stock policy either to a country Or to the world as a whole. This is

because of the difficulties involved in placing a monetary value

upon these benefits. However the costs of storing and administering

grains can be estimated. For example in 1974 rough estimates of the

costs of storing grain stocks per month in the U.S. were .60 dollars

per metric ton. This is exclusive of the interests costs of money

invested in the consnodities or of any allowance for deterioration in

the quality or physical losses resulting from storage. If only the

interest costs are added, at eight per cent of a value based on

grain prices (25 per cent less than the current U.S. market price),

a figure of 21 dollars can be estimated for the annual carrying cost

of one metric ton of wheat, or 14 dollars for one ton of corn. If

price stabilisation is the policy objective, stocks are required to be

large enough to offset productive declines in one, two or more

successive poor crop years. Shortfalls in production may be measured

in terms of declines from previous years or from previous high production,

or from the trend. The stocks required to meet shortfalls can be

determined in the case of the United States. In 1961, for example,

government owned stocks of wheat constituted one year*s harvest

(38 million metric tons). The costs of holding the peak stocks of

cereals in 1961 at 1974 prices would be an annual 600 million dollars.

The investment required for this storage capacity would be approximately

5 billion dollars. The estimation of a cost-benefit ratio for a storage

policy would be an exercise which is fraught with difficulties, especially

in calculating and attributing a monetary value on the benefits of such

a policy to an individual country. The United States has provided
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world food security by a policy of large stockholdings in the period

up to 1970, The costs of this world food security were largely borne

by the United States. Nevertheless, the large stockholdings of grain

which provided this security were also the outcome of the U.S. policy

of protection in agriculture and from the point of view of the U.S.,

provided benefits to the American economy. The advantages of 'world
food security* must be weighed against the disadvantages to world

agricultural trade and growth of a policy of protection.

Clearly the U.S. Government no longer holds the view that she is

responsible for providing 'world food security*• Consequently, grain

stocks in the 1970s are at a low level and agricultural prices are

determined on the world market.

The U.S. has not completely allowed the free market to determine

her own internal prices. For example, when the price of soya beans

rose in 1974 causing internal soya bean prices to rise, the U.S.

Government prohibited their export. This policy of banning a commodity

which is normally exported on the world market is a policy of exporting

inflation. The determination of grain prices in the world market is

subject to the influence of both Canada and the United States as

14
oligopolistic producers. The Canadian Wheat Board enters the world

market and offers its wheat for sale largely when prices are favourable

and leaves the market when they are unfavourable. The change in the

policy towards agricultural stockholdings and agricultural prices by

the United States can be seen as a change from high stockholdings for

stable world prices to that of lower stockholdings for higher world

prices. This change has meant that procuring food for aid from

the United States entails an opportunity cost which is higher than

it was in the earlier period of food aid prograiranes.

For the world at large, it is clearly desirable to establish a
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system of holding food reserves for emergencies and production short¬

falls, A world food reserve could, however, interfere with the workings

of the free market and inhibit the growth of agricultural trade. The

existence of a large stock can both provide a reserve and stabilise

prices. In so far as a stockholding ensured stable prices, this can

be of advantage to consumers. Any wide fluctuation in agricultural

prices, especially in a downward direction, is undesirable for producers

of agricultural commodities. The effect that a world food reserve could

have on agricultural prices and production would be determined by the

size of the reserve, the way in which it was controlled, and the

conditions for releasing the reserves.

There are many problems involved in attempting to establish a

world food reserve. Firstly there is the question of who would control

this reserve. Secondly, some estimate of the costs of holding reserves

would need to be made and it would need to be decided how the burden

of these costs could be shared amongst countries. The criteria adopted

for allocating the costs of a world food reserve would essentially be

determined between developed countries, although developing countries

could contribute to such a reserve. For developing countries, especially

low per capita income countries, it could be agreed that part of the

world food reserve should be allocated to food aid for nutritional

and emergency purposes. The difficulty of finding an acceptable criterion

for allocating the costs of a world food reserve policy would be of

finding a criterion that was suitable to developed country cereal

importers and exporters. This would be a question of some arrangement

to share the costs among themselves rather than the question of whether

a particular developed country should bear some of the costs or not.

A possible criterion for the sharing of the costs of stockholdings

among developed producers could be based upon their proportion of world
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cereal production or trade. Developing country exporters and importers

could also make a small contribution to the costs of a world reserve

on the basis of their share of world trade and production. A developed

country's share of the world production in cereals would equal its

share of the costs of the world food reserve. On this basis, the

United States would bear 20% of the burden of the costs of a reserve

stock. However if the costs of the reserve were allocated according

to the proportion of cereal exports, the United States' share would

be 50%. This would mean that the U.S. would be required to contribute

(at 1974 prices) a capital commitment of 1-2.5 billion dollars and

annual charges to the reserve of 120-130 million dollars. This would

constitute half of the costs of holding the minimum food reserve of

65 days* consumption.

The F.A.O. judges that world food reserves are at a minimum safe

level if they are 18% above the world's annual grain consumption (i.e.

66 days' consumption). In the 1960s, world grain reserves varied

between 125 million metric tons and 154 million metric tons. These

reserves were more than adequate to cover the 18% safe level minimum.

In fact, they averaged 25% with the exception of 1966 when they reached

the minimum. Table XV gives the estimated total carry over stocks of

cereals as a percentage of total available supplies. It can be seen

that, since 1972, the percentage of reserves have fallen below the

safe recommended level of stockholdings. It would appear from these

low reserves that it is desirable to establish some means of holding

a world food reserve to meet shortfalls in production. World food

reserve would be held in a number of ways: (i) Food reserves could be

held internationally in one stock, (ii) regional food reserves could

be held and policy co-ordinated, and (iii) national stock policies

could be established and co-ordinated.
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Table XV

Estimated Total Carryover Stocks of Cereals 1975 (excluding U.S.S,R and
China)

Closing Stocks

1969/70 1970/71 1971/72 1972/73 1973/74 1974/75

Wheat

Major exporting countries 65 50 49 29 26 23

Major importing countries 9 11 13 10 8 7

Others 13 11 12 11 10 9

Total 87 72 74 50 44 39

Rice

Major exporting countries 10 9 6 4 4 4

Others 15 15 15 9 10 9

Total 25 24 21 13 14 13

Coarse Grains

Major exporting countries 54 39 54 39 28 21

Major importing countries 12 11 12 12 12 11

Others 23 21 22 20 18 18

Total 89 71 88 71 58 50

Total Cereals 201 167 183 134 116 102

%

% of total available
supplies 26 19 22 14 13 11

Source! P.A.O.
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If food reserves were held internationally in one stock, the

costs of administering, storing and purchasing reserves could be

allocated to the contributors on the basis of their respective shares

of world production in cereals. Alternatively, the costs of the reserve

could be allocated amongst participants on the basis of their respective

shares of world trade in cereals. However this would mean that North

America was financing the greater part of World food security (see

table XX, p. 170). Since she is unwilling to undertake this task, one

internationally held food reserve based upon a country's share of world

trade would be unacceptable to the U.S. Basing the share of the costs

of a world food reserve on production can be calculated from table XVI

in which the world wheat and course grain production by regions is shown

over a three-year period. From this, each region's share of world

production can be calculated on a yearly basis. That is, for the year

1974, taking total world production as 1,007 million tons, the

regions produced approximately* Far East 18%, Near East 4%, Africa 5%,

Latin America 6%, North America 23%, Western Europe 15%, Eastern Europe

7%, U.S.S.R. 18%, and Oceania 2%. These production figures could be

used as the basis for allocating the costs of holding a world food

reserve. For the year 1974 a minimum safe level of cereal stocks would

have approximated 186 million metric tons (whereas it actually approximated

116 million metric tons, see table XV). As a criterion for the allocation

of the costs of a world food reserve, basing the share of these costs

on regional production would mean that no country would be required to

contribute more than 25% of the costs of holding an 18% minimum world food

reserve. However, since all world producers do not wish to participate

in an international reserve policy, this criterion is, in practice,

unacceptable. For example, both the U.S.S.R. and China have declined

to take part in a world reserve policy, because this would entail



TableXVI WorldWheatandCoarseGrainProduction(m.tons)1973-1975 Wheat

CoarseGrains

Total

1973

1974

1211

1221

1974

1975X

1221

1974

1975*

FarEast

69

68

72

119

117

123

188

185

195

NearEast

22

24

23

15

17

17

37

41

40

Africa

6

6

5

32

44

40

38

50

45

LatinAmerica
12

13

14

50

53

54

62

66

68

NorthAmerica
63

63

75

207

168

215

270

231

290

WesternEurope
56

62

56

93

94

92

149

156

148

EasternEurope
27

28

27

47

48

47

74

76

74

U.S.S.R.i

110

84

100

101

101

100

211

185

200

Oceania

12

12

13

5

5

6

17

17

19

World

377

360

385

669

647

694

1,046

1,007

1,079

*forecast Source:F#A»0#
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supplying data on agricultural production which they consider to be

of national strategic importance. By omitting these regions from

such a system of allocating the costs of world food security, the

other regions would be required to contribute a greater share of the

costs* The regional co-ordination of cereal stocks for world food

reserve can be regarded as a variant of one internationally held reserve

stock and, as such, is faced with similar problems.

The third food reserve policy which has been mentioned is based

upon the establishment and co-ordination of national stock policies.

This world food reserve policy (the Boerma Plan) seeks to provide

the minimum safe level of stocks of cereals of 18% of world production.

The national governments under this plan can pursue the policy of holding

the level of reserve stocks that they consider desirable. The costs of

holding reserves are met by the national governments themselves so

the problem of allocating the costs of this world food reserve policy

does not arise. Through the World Food Council of the United Nations

and the F.A.O. (see chapter two, appendix A), it is hoped to provide

the 18% minimum world food reserve by co-ordinating national stock

policies. However all countries will not hold an 18% reserve. The

World Food Council will provide recommendations and information to

governments on reserve policy.

The minimum volume of food aid recommended by the World Food

Conference of 10 million metric tons represents 1% of the world production

in cereals which seems a very small proportion of world production.

However, in terrs of the trade in cereals, 10 million metric tons

of food aid represents approximately 10% of world trade in cereals

(see tablx XX, p.170). Food aid policy and world food reserve policy

under the recommendations of the World Food Conference are considered

as separate matters. The Boerma Plan views the co-ordination of
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national policies of reserves as the most acceptable method of

ensuring a minimum world food security.

To conclude, this section has investigated a number of issues

connected with food aid and food reserve policy. It has been suggested

that the sharing of the costs of a world food reserve could be based

upon a country's share of the world production in cereals. A world

reserve policy could be achieved by the co-ordination of national

stock policies (the Boerma Plan).
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Section II. The Criteria for Sharing the Burden of Food Aid Costs

and the World Food Programme

This section will examine the problems met by the World Food

Programme in the procurement of food aid resources in the 1970s. The

rise in world commodity prices has caused the costs of the Programme

to increase dramatically and the sharing of the burden of these costs

among contributors has become a question of increasing urgency.

The question of an acceptable criteria for allocating the costs of

a multilateral food aid programme amongst contributors is analysed

from the narrow perspective of the developed agricultural countries*

ability to produce a substantial share of the world trade in agricultural

commodities. In fact, there is no reason why the total burden of the

costs of multilateral food aid should fall on developed agricultural

countries other than that they are able to produce food above their

own requirements and what the market will bear. The criteria for

allocating the costs of the Programme amongst contributors is described.

The burden of sharing the costs of food aid is viewed with reference

to the arrangements made by the International Wheat Agreements (i.W.A.)

of 1967 and 1971, to apportion food aid costs amongst parties to the

agreement. The criterion for the allocation of the costs of the Food

Aid Convention of the International Wheat Agreement, and the potential

of this arrangement for providing multilateral food aid resources are

also discussed in this section.

The volume of food aid acquired by the World Food Programme has

increased during each pledging period from the inception of the Programme

up to 1972. However, the world commodity price boom, beginning in 1971/72,
has caused the reduction of resources available to the Programme.

The procurement of resources for the World Food Programme operations
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is based upon a voluntary pledging system. Contributions to the

Programme are made usually over a two-year period (see chapter two).
The W.F.P. is given food and cash resources directly from countries

and the Food Aid Convention of the International Wheat Agreement provides

both wheat and cash to the Programme. The volume of aid that the

Programme will have for its operations is decided at each pledging

conference by the contributors. Contributors can donate either surplus

commodities and corranodities from current production, or cash to cover

the costs of purchasing food on the world market. Cash is also provided

for the transportation of W.F.P. aid. In its first ten years the main

source of the Programmed resources was the surplus production from

developed agricultural countries.

As has been suggested in section I, the United States share of the

costs of multilateral food aid approximates her share of the trade in the

world market in grains. However as the largest single contributor to the

W.F.P., the United States has based her contributions on the criterion

that they shall not exceed 40% of the costs of the Programme. Other

contributors to the W.F.P. do not base their contributions on a formulae

such as the 40% U.S. matching clause. Countries contribute to the W.F.P.

what they judge to be adequate for a pledging period, and what they

can afford and are willing to donate. The absolute size of multilateral

food aid in any pledging period will be determined by the contributions

of all the member countries of the W.F.P. The United States matching

clause means that, in practice, the onus is placed on the other member

countries of the Programme for determining the absolute size of W.F.P.

resources. Table XIX (p.167) shows that the members of the Development

Assistance Committee of the O.E.C.D. have contributed an average of 95%

of the resources of the Programme over the period 1963-1976.

A number of developing countries provide small contributions of
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food and cash to the W#F#P# (see chapter two for types of commodities

contributed)# The contributions of commodities to the W#F#P# from

developing countries are perhaps more significant than their apparent

16
token nature# The significance of many small contributions arises

from the nutritional variety that these commodities offer the Programme.

Many of these commodities have a high protein content which is valued

by the Programme and recipients. The World Food Programme from its

b eginning has judged it desirable that its donations to projects should

be balance nutritionally# The W#F#P# seeks to provide a 'basket* of

goods that represents a balance of proteins and calories# Small

contributions of high protein commodities have enabled the W#F#P. to

provide a balanced diet to recipients for many of its projects#

The criteria for sharing the burden of W#F#P# costs have in the

main been determined by the United States matching clause and the
17

voluntary pledges to the Prograimne by other developed countries#

(See table XIX, p.167)« However there are other criteria for sharing

the burden of multilateral food aid costs. The criterion adopted to

determine the size and share of the Food Aid Convention of the Inter-

-national Wheat Agreement offers an example.

The Food Aid Convention is am adjunct of the International Wheat

Agreements of 1967 and 1971 and requires minimum contributions of wheat
18

for donation as food aid from the members party to that Agreement.

Cash contributions are made from importing countries and wheat contri-

-butions are made from exporting countries for the purpose of aid# The

target set by the 1967 F.A,C# for annual food aid deliveries was 4.5

million metric tons of wheat; the members of the Convention could

donate their share of aid either through bilateral or multilateral

programmes# Through consultation with its members the Convention would

decide upon the F#A#C contribution to the W#F#P#
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The criterion adopted for the share of the target food aid

contributions of members was the voting shares of the members of the

International Wheat Agreement (see table XVIII, p.164). These voting

shares are, in turn, determined by the share of trade in grains of

19
the members of the I.W.A. Out of a minimum total food aid target

of 4.5 million metric tons set by the Food Aid Convention of 1967,

the United States was to contribute 42%, the European Economic Community

23%, Canada 11% and the United Kingdom, Australia and Japan 5% each.

The F.A.C. of 1971 required a smaller total volume of food than the

1967 F.A.C. The minimum annual contribution of each country part to

the 1971 F.A.C. is shown in table XVII.

Table XVII

Minimum Annual Contribution of Each Country Party to the 1971
Food Aid Convention

Metric tons

Argentina 23,000
Australia 225,000

Canada 495,000

European Economic Community 1,035,000

Finland 14,000

Japan 225,000
Sweden 35,000

Switzerland 32,000

United States of America 1,890,000

Total 3,974,000

Sources Food Aid Convention 1971 (Rules of Procedure)

The United Kingdom withdrew from the 1971 agreement. The Food Aid
Convention of 1971 requires that 35% of the cash contributed under the
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Convention be vised to purchase wheat from developing countries for
20

donation as aid* This provision was to allow developing country

exporters to benefit from increasing wheat sales and, simultaneously,

benefit food deficit recipient countries who would receive this wheat.

However, the total purchases from developing exporting countries up to

1973* under this provision, represents less than 3% of all food aid
21

transactions. Developing country agricultural exporters, such as

the Argentine have argued that food aid concessional sales have been

responsible for displacing and providing unfair competition for their

wheat exports. The provision of cash to purchase wheat from developing

agricultural exporters is an attempt to provide some compensation for

the loss of markets to food aid.

The 1967 F.A.C. provided the World Food Programme with a part of

the minimum volume of food aid agreed under the Convention and the

remainder was donated bilaterally. In 1968, out of the annual 4.5 m.

metric tons of food aid, the W.F.P. received 0.21 m. metric tons of

wheat from the F.A.C. In 1971, the F.A.C. agreed to an annual food aid

donation of nearly 4 million metric tons (see table XVIl). However, the

amount of food aid given to the W.F.P. amounted to only 22,000 metric

tons in 1974.(see table XVIIl). The volumes of food aid given in

the 1967 F.A.C. to the W.F.P. were considerably reduced in the second

convention from an average of 262 m (000) tons to 64 m (000) tons.

The total contribution of both wheat and cash of the Food Aid Conventions

of 1967 and 1971 to the World Food Programme were in thousand U.S. dollars!

1967 Commodities 45,105 + cash 9,141 * 54,246

1971 Commodities 12,413 + cash 2,708 « 15,121

Total 57,518 + 11,849 * 69,367
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Table XVIII

Food Aid Convention Contributions to the World Food Programme

1967 - 1971

1968-69 1969-70 1970-71

m. tons (000) m. tons (000) m. tons (000)

218.6 228.8 280.2

1971 - 1974

1971-72 1972-73 1973-74

m. tons (000) m. tons (000) m. tons (000)

150.5 22.0 22.0

The Food Aid Conventions were established as a secondary arrangement

to the International Wheat Agreements of 1967 and 1971# The 1967

International Wheat Agreement fixed a high minimum price for wheat,

but attempts to set up a world organisation to manage the grain market

did not materialise from this Agreement. With the post-1971 price

rises in wheat, the International Wheat Agreement has been undermined,

and since 1974 the I.W.A. has been extended on a year by year basis.

The International Wheat Agreements were intended to regulate and, in

part, stabilise prices in the grain trade. The inclusion of a Food

Aid Convention brings together the two policies of a wheat commodity

policy and food aid policy. The International Wheat Agreement provides

a framework for the stabilisation of wheat prices and for the sharing

of food aid donations. If the F.A.C. criterion of 'market shares*

was adopted for the sharing of the burden of multilateral food aid costs

it would allow the problems of food aid agricultural trade to be related,
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without the two policies being undertaken by one organisation. This

method of allocating the share of the costs of the W.P.P. would have

the advantage of ensuring some certainty and stability in the process

of procuring resources for the Programme. Prom the point of view of

the W.P.P, authorities, this would be more acceptable them the present

system of voluntary pledging which leaves the determination of the size

of multilateral food aid resources to the willingness and generosity

of donors. The voluntary pledging system results in an uncertainty

between pledging periods of the future size of the Programme. This,

in turn, means that the size of commitments to developing countries

and the length of duration of projects are subject to uncertainties.

The possibility of planning future projects of a larger nature and

a longer time period are limited by this uncertainty of future food

supply. Prom this point of view of a greater security in the procurement

of food aid resources, the introduction of a fixed volume of resources

from contributor countries would be desirable. Under a fixed commitment

system of procuring food aid, once the size of the total volume of

multilateral aid was decided in conference, the sharing of the total

costs would be automatically decided.

If the sharing of the burden of multilateral food aid costs was

based entirely on the voting shares of members of the International

Wheat Agreement, it would be necessary that the I.W.A. continued to

function. Prom the point of view of enlarging the volume of resources

and the certainty of supply, such an arrangement might have advantages.

However from the point of view of the small exporting wheat producers

and the developing country wheat exporters, their trade in grains would

not necessarily benefit from such an arrangement. If large enough

funds were set aside to purchase food from small producers of wheat

for delivery as aid, these funds might offer some compensation for the
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loss of markets (see section III). The sharing of the costs of food

■using the criterion of the voting shares of the I.V.A. has only provided

the W.F.P. vith a small proportion of its resources. Despite the

desirability of a fixed volume commitment from contributor countries

from the point of view of the V.F.P. authorities, contributions to

the Programme have continued to come in the main from voluntary pledges.

The criteria for the sharing of the costs of multilateral food aid

are based upon the voluntary pledges of resources from donors. As

is indicated, in the table on Pledges to the World Food Programme

(table XIX), the United States' contribution to the Programme has been

consistent with her aim of supplying 50#, and from 1969/70, 40# of the

resources available to the Programme, Canada, the second largest

contributor to the Programme, has been consistent in her donations to

the V,P,P, over the six pledging periods. Denmark has steadily increased

her contribution as the third largest contributor. In four pledging

periods (since the Community Policy was introduced in 1968), the E.E.C,

Commission has contributed to two pledges. In 1969/70 her contribution

matched that of the United States. In 1971/72 the E,E.C.Commission

provided a smaller contribution. Member countries of the E.E.C, have

provided the W.P.P, with resources in addition to those contributed

by the E.E.C. Commission. The growth of the E.E.C. Commission's own

food aid programme may offer an explanation for the E.E.C.'s decision

to withdraw from the 1973/74 and 1975/76 pledging period. Since 1973,

the Commission has preferred to donate food aid to developing countries

in line with its own aid objectives. Although Japan contributes to the

W.P.P., and has kept her contribution consistent, she also prefers to

donate the larger part of her food aid through her own programme which

has grown since 1968. In 1975/76 the W.F.P. received /50 m. from

Saudi Arabia to purchase food for aid which was the largest single
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Table XIX

Pledges to the World Food Programme 1963/65 - 1973/76 (/ million)

Donor Countries 1963/65 1966/68 1969/70 1971/72 1973/74 1975/76

Australia 1.5 2.3 1.7 1.7 3.1 5.2

Austria 0.5 1.4 1.0 1.5 1.7 2.2

Belgium 0.9 0.6 0.4 0.4 mm mm

Canada 5.5 28.4 32.5 31.0 34.0 40.0

Denmark 1.8 7.2 9.0 15.0 23.3 28.0

E«E«C, m - 91.5 15.8 mm -

France 3.0 3.0 0.5 0,1 MM -

Germany 8.0 8.0 6.4 9.1 11.6 18.0

Italy 1.5 1.5 1.0 1.0 1.0 1.0

Japan 0.7 1.6 0.9 1.4 3.0 6.0

Netherlands 2.5 10.4 13.6 12.4 16.C 21.9

Nev Zealand 0.5 0.8 0.5 0.7 0.8 1.9

Norway 1.7 6.9 7.3 8.5 8.2 12.8

Sweden 2.0 8.0 8.0 12.0 14.0 18.1

Switzerland 1.0 1.7 1.0 1*4 2.1 2.4

United Kingdom 5.7 6.2 3.0 3.8 6.4 7.5

United States 43.6 95.9 99.6 125.0 136.0 140.0

Total D.A.C. 80.4

Total all countries 84.6

D.A.C. as % __

of total 9%0

183.9 277.9 240.8

189.5 283.4 249.3

97.0 98.1 96.6

261.2 305.0

266.0 361,7

98.2 84.3

(1)

(1) Including 50 m. dollars pledged from Saudi Arabia

Sources W.F.P./l.G.C. Add. 1, March/73 8c W.F.P. News 1974.
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financial contribution made to the Programme.

In conclusion, the criterion for the sharing of the burden of

costs of W.F.P. aid is based upon the voluntary pledges of members

of the Programme. The 40% United States matching clause places the

onus of the absolute size of multilateral food aid upon other contri-

-butors to the Programme. The W.F.P. has received an average of 95%

of its reserves from the Development Assistance Committee members

of the O.E.C.D., although small contributions are made to the Programme

from developing countries. The Food Aid Convention of the International

Wheat Agreement has provided a small share of W.F.P. resources. The

I.W.A. F.A.C. criterion for sharing the burden of food aid costs

may provide some security of supply if applied to the World Food

Programme. The Food Aid Convention does not, however, offer an equal

advantage to the agricultural trade of all the members party to this

agreement. From the point of view of the growth of agricultural trade

and competition, especially of small producers or developing countries,

the existence of agreements such as that of the International Wheat

Agreement may work to their disadvantage.
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Section III* Proposals and Plans to Finance Food Aid Supplies

from Developing Agricultural Exporting Countries

In this section, the related issues of the trade in grains and

the burden sharing of food aid costs are discussed through a number

of proposals to finance the purchase of food for aid from developing country-

agricultural exporters. While food aid has offered advantages to

food deficit developing countries, it has also proved disadvantageous

to developing country grain exporters. The policies of agricultural

protection pursued by developed countries have reduced the market

opportunities for low cost producers and,particularly, developing

grain exporters. Since developing agricultural exporters are unable

to finance concessional sales of grain, they have had to compete in
22

developing country markets against these sales. The trade in grains

is not only subject to concessional food aid transactions but also to

numerous forms of national government intervention aimed at expanding

their own production or trade. Government intervention has taken the

form of prices and incomes supports, export subsidies and import levies.

The growth of agricultural protection and food aid transactions in the

post-war period has been a feature of the trade in grains and has,

in part, determined the pattern of trade and growth of grain produces.

The pattern of the post-war growth in grain exports shows a dominance

of this trade by North America (see table XX)» The United States and

Canada together export over 66% of the world trade in grain. The
23

United States is the larger trader of the two. The United States

has become a truly global exporter of grains selling in over 130 countries

in the post-war period. This expansion of North America from the

1930 position of the second world grain exporter to that of the first

in the post-war period, cam be attributed to three factors. Firstly,
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Table XX

Changing Patterns in the Grain Trade (million metric tons)

Region 1934-38 1948-52 1960 1973

North America + 5 *23 +39 +91

Latin America + 9 + 1 0 - 3

Western Europe -24 -22 -25 -19

Eastern Europe 8c U.S.S.R. + 5 not known 0 -27

Africa + 1 0 - 2 - 5

Asia + 2 - 6 -17 -43

Australia and
New Zealand

+ 3 + 3 + 6 + 6

+ « net exports

- « net imports

Sources U.S. Department of Agriculture.

the relative efficiency of the United States as a grain producer is

due to improved technology, hybrid seeds and larger farm units. A

second factor which accounts for the expansion of the United States

as a grain producer and exporter was the intervention of the government

24
to provide subsidies to farmers. Finally, the United States has

expanded grain exports by export subsidies and concessional sales of

food aid.

As is shown in table XX, Latin America has fallen from the

position of the major exporter of grains in the 1930s to that of a net

importer in 1973. The decline of Latin America in the post-war period

may be accounted for by the fact that the relative efficiency of these
25

producers has not been equal to that of North America. However other

factors may offer an explanation for the loss of markets. Among these
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are the economic policies of governments towards agriculture.

The policy of imposing export taxes on wheat has, in the period
26

of the 1970s, reduced agricultural output in the Argentine. The rate

of population increase in Latin America may also, in part, account

for the decline in the exports of grains and the rise in imports.

However, the level of protection afforded to North American producers,

in combination with the concessional sales of food aid, has played a

part in undermining the markets for Latin American producers#

The prima facie evidence given by developed agricultural exporters

to the Sub-committee on Surplus Disposals, as well as complaints from

Australia and Canada on concessional sales in the 1950s and early 1960s

27
suggests that their markets were being taken by food aid. The degree

of intervention by developed agricultural producers is a dominant

feature of the trade in grains. It operates against the export of

grains from developing countries and gives developed producers an unfair

advantage. It could be argued that if protective agricultural policies

in the developed nations did not inhibit free trade and developing

countries* governments encouraged exports, world trade in agriculture

could be expanded and more food could be produced. However from the

point of view of the volume of food available as aid, the move towards

free trade would result in a reduction of food aid volumes. An

expansion of world trade in agricultural commodities resulting from

a move towards free trade, would not necessarily mean that food deficit

countries would benefit unless they were provided with funds to purchase

the increased production. A move towards free trade in agricultural

commodities would, in the long run, benefit the world as a whole;

however, this would require that the structural imbalance in developed

agricultural countries be adjusted and those groups and regions who

benefit from protection in agriculture would need to become more
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28
efficient or cease to trade. The problems of the growth of

world agricultural trade and the sharing of the food aid burden

are closely related to the policy of agricultural protection practised

by developed exporters and importers. Among a number of proposals

to aid developing country exporters without ending protection in

developed agricultural countries, was the Pisani-Baumgartner proposal.

The Pisani-Baumgartner Plan for dealing with world surplus

problems suggested that import levies be used to finance food aid

purchases from developing countries. This proposal was favoured by

the E,S,C, who recognised the problems faced by developing exporters

in competition against subsidised developed agricultural producers.

The Pisani-Baumgartner proposal would have provided funds to developing

exporters to produce food for aid donations to food deficit developing

countries. The provision of funds would jointly assist the growth and

development of developing country exporters and the food deficit
29

recipients, While this proposal might have offered come compensation

to developing country exporters for loss of markets, it would not have

removed the source of the grievance - agricultural protection itself.

This proposal would not have allowed developing agricultural exporters

access to markets which had already been taken by concessional food aid

sales. Also it would have meant that, in practice, the growth of

developing agricultural exporters* trade in grains was being determined

by the import levies of developed producers.

In the 1960s, two plans were proposed to finance an expansion

in the trade in grains. The Fisher Plan was concerned with the expanding

food aid operations with a minimum impact upon commercial sales of the

same commodities. The Argentinian Plan was concerned with the expanding

of multilateral food aid operations. Both plans recognised the dangers

in displacing agricultural competition by concessional food aid
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programmes.

The Fisher Plan, proposed in 1962, attempted to deal with the

potential trade-depressing effects of food aid, without integrating

food aid operations and commodity stabilisation into a single
30

institution. This plan suggested that an International Pood

Surplus Disposal Agency (P.S.D.A.) be formed to supply surplus agri-

-cultural commodities to developing countries. The Agency would obtain

its food aidj (1) partly from the world market at prices and in quantities

roughly equivalent to those that might have prevailed in the absence of

surplus disposal or bilateral food aid activities by food surplus

countries. (2) Food aid would also be obtained from surplus producing

countries at prices that were equivalent to those sold by the U.S.

concessional sales programme. The P.S.D.A. would sell food aid to

recipients at prices that would permit the Agency to break even on the

transactions.

The Fisher Plan assumed that the demand for food would be relatively

elastic in developing countries. On this assumption, the F.S.D.A. could

expect that the volume sales of food aid would increase. The net effect

of this plan, it was hoped, would be that third party country exporters

would sell the same amount of agricultural products to developing

countries as they would have done had no food aid concessional sales

existed. The F.S.D.A. would ensure that surplus commodities did not

depress commercial markets. This proposal recognised the difficulties

of developing agricultural exporters in competing in markets where

bilateral concessional sales of food aid are offered. It would be

difficult for the F.S.D.A. to estimate what the world market price of

commodities would be in the absence of concessional sales or surplus

disposal programmes. It is probable that the F.S.D.A. would have

obtained its food aid primarily from the United States. It is also
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possible that the F.S,D.A, itself would have displaced developing

country agricultural exporters* markets, A more direct way of

encouraging agricultural trade from developing country agricultural

producers was suggested by the Argentinian Plan,

The Argentinian Plan (1965) proposed the conversion of the World

Food Programme into a World Food Fund which would deal with the

distribution of food aid while simultaneously financing the growth

of trade from developing country agricultural exporters. This proposal
31

grouped agricultural and trade problems together. This World Food

Fund was to be involved with the problems of agricultural trade and

growth in developing countries»and the elimination of hunger in
32

developing countries and the growing world food deficit. In these

objectives, the proposal is similar to early plans, such as the *three

circles plan* of the F.A.O. (see chapter two).
This proposal was designed to counteract two features of bilateral

food aid programmes which have worked to the disadvantage of developing

agricultural exporterst

(i) The World Food Fund was to have removed all incentives to

developed agricultural exporters to donate food aid as a

means of increasing their commercial sales,

(ii) The Fund was also to have been responsible for counter¬

acting the disadvantages suffered by developing exporting

countries because of their inability to finance food aid

programmes.

Countries participating in the World Food Fund were to be divided

into four groups{

(1) Developed countries with food deficits and insufficient

spending power,

(2) Food-exporting developing countries.
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(3) Developed countries with surplus food production.

(4) Pood-importing developed countries.

The W.F.F. would not have received resources from food deficit

countries, although food exporting developing countries would have

contributed to the Fund. The main source of the finance was to come

from developed food exporting and importing countries. The resources

of the Fund would have consisted of equal contributions of cash and

commodities. This would have meant that the World Food Programme was

to increase its financial resources by 20%. The resources of the Fund

would have been granted or loaned to recipients according to their needs.

The provision of long-term loans to recipient countries would have been

a departure from World Food Programme aid and would have involved the

problem of ensuring that the additionality principle was being met.

The proposed World Food Fund would have the authority to determine

which of the subsidies granted by the developed countries would adversely

affect exports of the developing countries or cause a drop in the world

prices of agricultural commodities. The Fund would also have financial

formulae or machinery to promote the absorption of seasonal surpluses

in the developing countries, and to help the developing countries to sell

their coirenodities on an equal footing with the developed countries which

have special sales programmes in operation. It was argued that con-

-cessional sales interfere with the objectives of expanding trade and

economic integration among developing countries.

This proposal judged that the shortage of international liquidity

is a factor of major importance to developing agricultural exporters.

The World Food Fund would give financial resources to food deficit

developing countries earmarked for the purchase of food stuffs from

food exporting developing countries. The Plan proposed that these

Funds or finance would be in addition to the finance available for overall
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aid, or the funds for commodity stabilisation programmes.

The activities of the W.F.F. would be co-ordinated with those

of all international commodity agreements and the surplus commodities

of those agreements would be administered by the Fund. The W.F.F.

would seek to end the creation of structural surpluses caused by high

domestic price supports and protectionist policies, as well as promoting

the growth of efficient developing agricultural producers. The acceptance

of this proposal would have dramatically increased the resources of

the W.F.P. However, if the World Food Fund managed to reduce domestic

price supports and ended structural surpluses in the developed agri-

-cultural countries, the 50% commodity resources of the Fund would

cease to exist. That is to say, on the assumption that the W.F.F.

reduced surpluses, it would also reduce its own resources for food aid.

However, the co-ordination of agricultural commodity agreements with

a World Food Fund would involve coping with two policy objectives,

food aid policy and agricultural trade policy. If the W.F.F. sought

free trade, or a reduction in agricultural protection, then the surpluses

available for aid would also be reduced. The two policy objectives

of increasing the volume of food aid and reducing protection would

contradict each other. In itself, the co-ordination of agricultural

commodity agreements would be a task of considerable difficulty. Even

with one commodity agreement, the International Wheat Agreement, arrangements

have altered, as the market conditions for wheat have altered. Some

members of the I.W.A. withdrew from the Agreement because wheat prices

increased above the minimum prices stipulated in the original arrange-

-ment. To attempt to co-ordinate a number of agreements would involve

difficulties with reference to costs, administration, and delays over

individual agreements.

The cash resources of the Fund would be used for buying commodities
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from food producing developing countries. For emergencies, food

could be purchased on the world market. The costs of the World Food

Fund would be considerable. If the World Food Conference target of

10 million metric tons was taken as the acceptable quantity of food

to be administered by the World Food Fund, the 50% food element of

the W.F.F. can then be estimated. For example, at 1974 U.S. No.2

gulf wheat prices, the Fund would amount to a nominal value of fa billion

U.S. The cash element of the proposed Fund would be fa billion U.S.

Therefore the total cost of the W.F.F. at 1974 prices would be some fa
billion U.S. However, the cost of the Fund would be some fa billion U.S.

if the Food Aid Convention target was taken as the acceptable level

of the W.F.F. If the costs of the Argentinian proposal were estimated

in terms of rice, then the costs of the Fund would be much higher.

For example, Thai White Bangkok rice at 1974 prices was ^568 per metric

ton, therefore a fund based upon a large component of rice would

33
necessarily be more costly. The Argentinian proposal would have meant

that the W.F.P. in 1974 would have commanded fa billion dollars instead

of the ^133 million it actually donated. However it would also have

meant that the World Food Programme would have been involved in both food

aid policy and the stabilisation of international agricultural commodity

prices.

The expert appointed by the W.F.P. to examine the implications of

the Argentinian proposal for the operations of the Programme concluded

that it was neither desirable nor practicable to mix food aid policy
34

and trade policy. He argued that the W.F.P. should be at the receiving

end and not the managing end of stabilisation programmes. The task of

dealing with the commodity problem itself would be too great a problem

for the W.F.P. to deal with adequately, and this might result in the

food aid policy objectives of the Programme taking second place to



178

trade policy objectives. The concern of the W.F.P. should be to put

into practice the 'Principles of Surplus Disposal*, and that should be

the extent of the Programme's involvement with trade policy. In line

with the United Nations Conference on Trade and Development (U.N.C.T.A.D.)

recommendation A.11.1, it would be desirable to increase the W.F.P.'s

financial resources for the occasional purchases of food from developing

countries.

The financing of food for aid from developing countries could be

achieved without mixing stabilisation and food aid policies, by increasing

the financial resources of the V.P.P. The W.F.P. has had difficulties

in obtaining rice for donation as food aid. The shortage of rice for

food aid has to a certain extent curtailed the operations of the

Programme in developing countries where this cereal is the staple food.

The World Food Programme could direct finance to purchase rice from

developing countries to be donated as aid. It has been suggested that

a separate Pice Fund would purchase rice for aid whenever rice prices

35
threatened to fall to uneconomic levels in developing countries.

The establishment of a Rice Fund to procure this cereal for aid, would

help developing countries, without attempting a complicated cereal

agreement which would in all likelihood be unworkable. The Rice Fund

would not, however, involve itself in stabilisation objectives on a large

scale, since it would intervene on a small scale, primarily to provide

rice for aid, rather than to attempt to regulate the rice market.

In addition to widening the objectives of the V.F.P. to that of

trade policy and stabilisation policy objectives, the Argentinian

proposal also intended that the objectives of the W.F.P. food aid policy

should be altered. It was suggested that the World Food Fund would devote

food aid to general development and mass feeding programmes rather than

to projects. The provision of long-term loans of food to developing
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countries for general development purposes would involve problems

in meeting the additionality principle. The provision of loans or

concessional sales of aid to developing countries would have involved

the Programme in the possibility of displacing commercial trade and

for this reason donations for general development would have been

unacceptable. That is to say, general development loans of food are

partially additional. Similarly the giving of aid for supplemental

mass feeding would:involve difficulties for the additionality principle,

since food aid given for general welfare (mass feeding) may displace

indigenous production and commercial trade. Food aid may contribute

to the growth of a developing country when donations are balanced

between welfare (mass feeding) and economic development (income

generation). Providing food for welfare purposes through mass feeding

programmes would not provide additional income generation for the

recipient economy. Mass feeding programmes may result in food aid

becoming a dole which would lead to a demoralising effect on the

recipient and increased food aid dependancy which would be undesirable.

In conclusion, developing agricultural exporters and small low cost

producers of grains have met unfair competition in world markets with

concessional sales of food aid. This competition with concessional food

sales has been partly responsible for the displacement of the markets

of developing agricultural producers and it has placed developing

agricultural producer countries at a disadvantage in the expansion of

their agricultural production and trade. The growth of North America

in the post-war period to the position of the major world grain exporter,

has been accompanied by large concessional food aid programmes, agri-

-cultural protection and improved agricultural efficiency. Developing

countries have been unable to purchase all their food requirements

in the world market because of the shortages of foreign exchange.
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The Pisani-Baumgartner Plan proposed to finance food purchases

from developing agricultural exporters by making use of the revenue

gained from import levies in the E.E.C. The food purchased would then

be donated to food deficit developing countries. This suggestion does

not remove the source of unfair competition, namely protection in

agricultural trade. The Fisher Plan suggested the expansion of the

volume sales of grain by funding an agency to purchase grain for donation

as aid. This proposal, while recognising the trade-depressing effects

of food aid programmes, would have largely benefited developed agri-

-cultural producers. As long as the policy of protection in agriculture

remains unchanged, developing agricultural exporters will be disadvantaged

in competition with developed exporters.

Hie proposal to expand the World Food Programme into a fund to finance

the growth of developing agricultural exporters, has a number of short-

-cornings. While in theory both food exporting and food deficit developing

countries may have benefited from this proposal, in practice the

combination of trade and food aid objecctives would have involved the

W.F.F. in policy contradictions. These contradictions in policy

objectives might have meant a reduction in the volume of food aid

available for donation, if preference was given to the trade policy

objective. The combining of trade policy and food aid policy would

have involved high costs and administrative problems. In addition,

the co-ordination of commodity agreements would have entailed many

complications. The W.F.P. could have an advantage over a fund, in that

it can, in theory, finance ad hoc purchases of food for donation as aid,

without undertaking trade and stanilisation objectives. To say this

is not, however, to suggest that it actually does so in practice. The

expansion of food aid policy to include general development and long-

term loans would involve the problem of ensuring additionality was being
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achieved. While the Argentinian Plan sought to end policies of

protection in agricultural trade, the means of achieving this through

the World Food Programme would not have been appropriate. The post-

1971 changes in the U.S. agricultural policy and the reduction of

concessional food aid sales may make it easier for developing country

agricultural exporters to obtain access to world markets. However,

fair competition between developing agricultural exporters and developed

agricultural exporters will only be achieved Tinder conditions of free

trade in agriculture.
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CONCLUSION

The donating of food as aid to developing countries stems

from the presence in developed agricultural countries of large volumes

of costly to store surplus (wheat) commodities. These surplus holdings

were the direct outcome of policies of agricultural protection pursued

by the governments of many developed countries. If free trade existed

in agricultural trade, then the volumes of surplus commodities

available for food aid would be reduced.

Up to 1963, food aid had been donated bilaterally, with the

United States dominating world food aid donations. However, in 1963,

a multilateral agency, the World Food Programme, was established to

distribute food aid in a manner that differed from bilateral distri-

-bution. That is where bilateral programmes allowed the governments

of recipient countries to distribute food donations through open market

sales (the programme approach), multilateral food donations were

distributed to specific projects (project approach). Multilateral

food is distinguished from bilateral food aid in that the latter has

a wider set of donor objectives, such as the promotion of commercial

interests and national foreign policy objectives, over and above those

of assisting the economic and social development of recipients.

Early proposals to establish a multilateral agency to deal with

the provision of food surpluses to food deficit developing countries

were rejected on the grounds that their objectives were wider than

that of providing food surpluses as aid. The agencies proposed were

to have been involved with trade policy, international reserve policy,

stabilisation policy, as well as with food aid policy itself. Apart

from being complex and costly to operate, these proposed agencies

would have intervened in international agricultural trade and by
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implication would have interfered with the policy objectives of

national agricultural producers* However, eventually the World

Pood Programme was established on the understanding that its

operations would be exclusively in the area of food aid policy,

and vould not encroach into the areas of international trade,

stabilisation or reserve policies.

Hie food aid policy adopted by the World Food Programme has

been determined by two factors* (i) the policy decisions made by

its governing body, the Intergovernmental Committee - a committee

which reflects the interests of developed and developing countries -

and (ii) the observance of the Principles of Surplus Disposal*

The three Principles of Surplus Disposal, namely* additionally,

order by disposal of surpluses and voluntary consultation on surplus

disposals, were rules designed to safeguard commercial and trading

interests from having their markets displaced by concessional sales

and food aid transactions. The principle of additionally attempts

to ensure that food donations are over and above commercial imports

of food in a recipient country. In practice, it is difficult to

determine whether this principle has been fulfilled or not. The

W*P*P* authorities consider the additionality principle to be

fulfilled if food aid is not sold on the open market; however,

displacement of commercial interests can result without food aid

being sold. The principles form the basis of a consultative procedure

which acknowledges agricultural protection. The fundamental intention

of these principles is to prevent unfair practices such as dumping.

The holding of surplus agricultural commodities by national

governments may be undertaken for a variety of reasons* Stocks

may be held for the purpose of self-sufficiency, or for price

stabilisation or for reserves. They may also be the outcome of



188

agricultural protection. In practice, it is a complex task to

attempt to determine the purpose of particular stockholdings and

to define what is meant by surplus production.

In theory, food aid can benefit developing countries by pro¬

viding increased consumption and additional investment. When food

aid is given in part or full payment for work undertaken or for

improving infrastructure, both investment and employment may result

in recipient economies. When donations are given to feeding or

nutritional programmes, the additionality principle has a greater

likelihood of being fulfilled, although additional investment in

the developing recipient will not result. In a variety of project

types undertaken by the W.F.P., only partial additionality will be

obtained as the aid will displace some economic activity in the

recipient country. Ihe higher the per capita income of a developing

country, the greater likelihood of food aid displacing commercial

trade or local production. It was suggested that the additionality

principle could be safeguarded if commercial imports of food were

reduced by the same amount as the food imports given as aid.

However, local production cannot be safeguarded unless the recipient

government takes action to ensure that the aid is directed to groups

that would not otherwise have purchased food.

The World Food Programme has given aid to a wide variety of

social and economic projects in a large number of countries. In

the Programmed own estimation, half of its food aid projects have

failed to achieve the goals that were set out for them. A number of

projects failed because food itself was inappropriate as a development

incentive. However all the cases of project failure cannot be

accounted for by the nature of food aid. The reasons offered by the

W.F.P. authorities for such a high rate of project failure can be
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summarised as follows: (i) inadequate recipient government pre-

project planning and (ii) the poor organisation of projects by

recipient governments. The W.F.P, explains these factors in terms

of the shortcomings of the administrative structure in many

developing countries.

The V.F.P, adopts a wide set of criteria for the estimation

of its projects. Appraisal takes place before, and evaluation

during and after, the period in which food aid is donated to a

particular project in a developing country. Hie W.F.P. authorities

have tended to rationalise their project failures, suggesting that

all their projects have non-quantifiable social objectives, although

many of their projects have specific economic objectives. Two

weaknesses in the World Food Programmed system of estimating and

assessing its projects can be identified at the administrative and

economic levels. It has been suggested that, administratively, the

Intergovernmental Committee of the Programme does not devote enough

time and resources to pre-project selection and assessment, before

committing food aid to a recipient. Secondly, attention was drawn

to the fact that the Programme does not appraise its projects using

economic criteria to determine the opportunity costs of giving food

aid to particular countries or projects. It was concluded that the

adoption of cost-benefit analysis or cost-effective analysis could

help to eliminate the high project failure rate. The criteria for

estimating W.F.P, projects could be determined in the main by the

particular objectives of the food aid projects. Where social and

nutritional objectives were the explicit purpose of a project,

criteria other than economic criteria could be used.

One drawback to the proposal to adopt economic criteria for

project selection was indicated. When W.F.P. resources were allocated
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to a large number of developing countries at different levels of

development, the adoption of economic criteria to assess project

requests, would exclude many poor developing countries from receipt

of food aid. In the light of the inability of poor countries to

present and prepare economically acceptable projects for food aid,

it was suggested that the ¥.F,P« could offer more pre-project planning

assistance to poor developing countries. In addition, to meet the

objective of supplying food aid to poor developing countries, a

cut-off rate of per capita income could be adopted to supplement the

country 10% maximum allocation rule. It was recognised that the

criteria ultimately chosen for the distribution of multilateral food

aid would be determined by the policy decisions of the Intergovernmental

Committee of the Progranmie, These policy decisions vill in the final

analysis contain a mixture of social, economic and political criteria,

representing the views of donors and recipients of W»F«P, aid.

The dearth of food aid in the 1970s was explained in terms of

a wide variety of factors, with particular attention being paid to

the change in the agricultural policy of the United States, 1971 saw

the hardening of the terms of the United States food aid policy, due

to her reluctance to continue to bear the full burden of food aid.

The diminished volume of her food aid programme was accompanied by a

change in emphasis from concessional sales of food to direct food

grants, U.S. agricultural prices were to be determined on the world

market.

Up until the 1970s, the United States had provided de facto

world food security. However with the change in U,S, agricultural

policy and the subsequent reduction in stockholdings in the U.S.,

the need to have minimum stocks of food held in reserve became a

problem of increasing urgency. The various problems associated with
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establishing a World Food Reserve were discussed, with the emphasis

being placed on how the burden of the costs of such a reserve could

be shared among countries. It was suggested that a country1s share

of the total costs of stockholdings could be determined by its

proportionate share of world cereal production or trade. The trade

criterion was rejected on the grounds that North America as the major

grain exporter would have borne the brunt of the burden. Alternative

ways of holding a World Food Reserve were explored. The establishment

and co-ordination of national stock policies was judged the most

feasible means of ensuring world food security (the Boerma Flan).
The problem of finding an acceptable criteria for the sharing

of the burden of multilateral food aid costs was examined through

the world production and trade of grains. It was suggested that the

costs of both multilateral food aid and an 18% minimum World Food

Reserve could be shared on the basis of the national share of world

production in grains. It was also suggested that the pledging

system for procuring multilateral food aid could be altered to that

of a fixed commitment system of procuring food for aid.

Food aid and the growth of developing countries* agricultural

trade was described from the perspective of the proposal of altering

the World Food Programme to that of a World Food Fund. The Fund

proposed to finance food purchase from developing country agricultural

exporters for donation to food deficit developing countries. The

proposal sought to involve the W.F.P. in trade policy objectives as

well as those of food aid and these two policies would have been

contradictory, complicated and costly to undertake. It was argued

that the financing of food purchases for aid from developing

country producers could be undertaken without the W.F.P. involving

itself in trade policy.
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From the discussion of the policy issues and problems of

multilateral food aid, it can be concluded that when food is given

as aid for famine relief and emergencies, it is superior to untied

financial aid. However, when food aid is given for general develop-

-ment purposes and projects, it creates problems for agricultural

production, trade ard growth in the developed and developing world.

In this case food as a form of aid, by virtue of being tied to both

commodity and source, is inferior to untied financial aid. As a

means of promoting economic development and growth in developing

countries, food aid is subject to limitation because of the types

of operations that can be undertaken using food as an incentive.

It is difficult to ensure that food aid operations will be successful

in achieving goals other than that of improving consumption per se.

That is to say that as a form of investment, food aid lacks the

potential of untied financial aid for improving the economic growth

and development of recipient countries.
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