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Summary

Since World War II, agricultural commodities have played an important part in
U.S. economic assistance programs, first during the early postwar recovery of
Western Europe and Japan and later as development aid to the less developed
countries,

The role of food and fiber aid in promoting economic development during the

past decade has broadened considerably under the various Food for Peace programs
(Public Law 480). The Title I program under P.L. 480 has facilitated inter-
national trade; it has enabled many countries with scarce foreign exchange
reserves to increase their agricultural imports to meet critical food needs
without seriously reducing their capital imports needed for overall economic
development.
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By helping promote economic development, the P.L. 480 program also has helped
develop potential commercial markets for U.S. farm products in several recipient
countries, Japan, a recipient of Title I commodities during the mid-1950's, is
now the United States' best commercial customer for farm products. Increases

in per capita income and foreign exchange reserves in five Title I recipient
countries =-- Spain, Israel, Greece, Taiwan, and Poland -- have recently enabled
these countries to increase significantly their commercial purchases of U.S.
farm products,

Food aid supplied by other countries has been very small compared with P.L. 480
programs, accounting for only 2 percent of the total since 1952. Other than

the United States, only four countries =-- Canada, Australia, France, and West
Germany -- have provided food aid on a bilateral basis. Of these countries,
Canada has been the principal donor, supplying most of its food aid through the
Colombo Plan. The 3-year experimental World Food Program provides food primari-
ly to implement pilot projects related to social and economic development. So
far, the United States has contributed 53 percent of the program's resources.,

The United States has been providing slightly over half of the total public aid

and private capital flow to developing countries. The United States also has
been the principal donor to the United Nations technical aid and financial
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agencies, Other principal donors have been France, the United Kingdom, and
Germany, in that order, The industrial countries, working with United Nations
financial agencies, are making progress in coordinating development aid pro-
grams largely through financial consortia and consultative groups.

The need for agricultural commodities in the less developed countries likely
will increase as the population expands and economic development proceeds.

The actual amount of food and fiber aid that will be provided depends upon such
factors as conditions and policies in donor and other food exporting countries
and the absorptive capacity and rate of population and economic growth in the
recipient countries.

Introduction

U.S. assistance in the form of agricultural commodities played a vital role in
the recovery of Western Europe and Japan after World War II. This aid decreased
markedly during 1951-54; but since the inception of Public Law 480 a decade

ago, agricultural commodity aid has become an integral part of U.S. economic
assistance to the developing countries of Asia, Africa, and Latin America. In
recent years this aid has accounted for nearly half of the total net flow of
U.S. economic assistance from public sources,

This report reviews some trends and highlights of U.S. agricultural commodity
aid programs, particularly P.L. 480, and their relationship to commercial
agricultural exports and other U.S. foreign economic aid programs. Bilateral
food aid programs of other countries and the World Food Program also are
discussed. A brief review is made of the relative magnitude of U.S. economic
assistance compared with the world flow of development aid from the industrial
countries and the increasing trends toward the coordination of bilateral aid
programs within a multilateral framework., Also analyzed is the future role of
agricultural commodity aid programs.
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Changing Role of Agricultural Commodity Aid Programs, 1946-64

Recovery Period, 1946-50

From the end of World War II through June 1964 the United States provided
approximately $25.7 billion of agricultural commodities on a concessional basis
to the rest of the world. U.S. agricultural commodity aid reached a peak during
the early postwar fiscal years 1946-50, when emphasis was on rehabilitating the
war-devasted economies and feeding the starving millions of Europe and Japan.
During this period, shipments of food and fiber under the United Nations Relief
and Rehabilitation Administration, the Marshall Plan, U.S. Army Civilian Relief
Programs, and other U.S. aid programs amounted to $8.6 billion or approximately
half of total U.S. agricultural exports and one-third of U.S. net economic aid
(table 1). This aid-in-kind played a vital role in creating political stability
and fostering economic recovery in Europe and Japan,

Korean War Years, 1951-53

Agricultural commodity shipments under special Government aid programs declined
from an average of approximately $1.7 billion annually during the recovery
period 1946-50 to $756 million annually during the Korean War years 1951-53,

Table 1.--Agricultural exports under special U.S. Government programs and U.S.
commercial agricultural exports, fiscal years 1946-54

: : . Government
Fiscal f Government ; Commercial . aTg?allg'iél exports as a
year ’ programs . exports . gricuttu . percent of
. . . exports ‘
: . total exports
: Million Million Million
. dollars dollars dollars Percent
1946 vevvennnenst 1,787 1,070 2,857 63
1947 tevennnnenst 913 2,697 3,610 25
1948 tieeernnesst 1,576 1,929 3,505 45
1949 teviiinnanst 2,302 1,528 3,830 60
1950 wiaessonsest 1,983 1,003 2,986 66
Total, 194650 . 8,561 8,227 16,788 51
1951 cuvnvnvnen.t 1,196 2,215 3,411 35
1952 ceivinnennnnt 623 3,430 4,053 15
1953 tevevnnennst 450 2,369 2,819 16
1954 tieeeenenes’ 605 2,331 2,936 21
Total, 1951-54 , 2,874 10,345 13,219 22
TOTAL, 1946-54 .. 11,435 18,572 30,007 38

Source: Trade Statistics and Analysis Branch, Development and Trade Analysis
Division, Econ. Res, Ser., U.S., Dept. Agr.



At the same time, U.S. commercial sales increased by 62 percent. Dollar sales
accounted for almost four-fifths of total U.S. agricultural exports during the
1951-53 fiscal year period. Improved market and economic conditions enabled
several European, Asian, and Latin American countries to meet the demand for
agricultural imports through dollar purchases rather than through commodity
aid, The economic strength of the industrial countries of Western Europe was
improving, partly as a result of U.S. food and other assistance provided during
the recovery period. The developing countries of Asia and Latin America were
enjoying abmormally high foreign exchange earnings due to the increased demand
and higher prices for their raw material exports arising from the Korean War
pressures,

Period of Economic Development, 1954-64

With termination of the Korean War, the demand for and prices of agricultural
exports of many developing countries fell; thus, foreign exchange earnings in
many of these countries declined from the abnormally high levels of the early
1950's. Although foreign exchange reserves became scarce, the demand for
imports of essential agricultural and industrial products was increasing due

to the pressures of population growth and industralization programs. To help
overcome the barriers to trade resulting from the shortage of foreign exchange,
the United States initiated two concessional agricultural commodity programs ~-
Section 550 of the Mutual Security Act of 1953, superseded by Section 402 of the
Mutual Security Act of 1954; and P.L. 480, enacted in 1954. Actual shipments
under P.L. 480 did not begin until 1955.

During the 1955-64 fiscal year period, U.S. agricultural exports under con-
cessional (Government) sales programs amounted to approximately $14.3 billion,
or about one-third of total U.S. agricultural exports (table 2). Over this
period, the emphasis shifted from direct programing of food and fiber under the
Mutual Security Program to the new and varied techniques of P.L. 480,

The greatest volume of P,L. 480 shipments has moved under the Title I program
in which commodities are sold for foreign currencies. This program has facil~
itated the export of agricultural commodities to countries that have lacked the
dollar exchange to pay for them. The program permits sale and distribution of
commodities through existing marketing systems. It also provides for the use
of over two-thirds of the total foreign currency proceeds to help finance
economic development of the recipient country. Approximately another one-fourth
of the proceeds is used to help finance U.S. expenditures in the recipient
country, and the rest is used for the common defense of the United States and
the recipient. The use of these proceeds helps to reduce the dollar cost of
U.S. programs in recipient countries. By doing so, it helps relieve the U.S.
balance-of-payments deficit.

The magnitude of agricultural commodity sales under the Title I program and the
average per capita value received, by country, is summarized in table 3, The
value of Title I imports over the period 1955-63 ranged downward from $106 per
capita in Israel to less than $1 per capita in countries such as the United
Kingdom, France, Portugal, Sudan, Mexico, Thailand, and Germany.



Table 2,--Agricultural exports under special U.S, Government programs and U.S. commercial agricultural
exports, fiscal years 1955-64

Public Law 480 ; : : Govern-
T ) Total ' Total ! e
Year: ‘ o Tltle-III T 3 Public ' Mutual ' Govern- : COT_I " Total : ag a
‘ Title * Title ‘ Title * Law ‘Security’ ment ° mercial - £s
: g II  ® Foreipn ' R 480 ° ! prosrams' exports : SXPOTES . percent
. ori?gn . Barter . . PTo8 . . .of total
. onacions . . 8xports
, TTTTTSmTmmSmTosscmmsmoossssssssso-e- Million dollars --=—-~=e=-ccermaccmcaccrtm e a o m e Petrcent
1955 73 83 135 125 - 416 450 866 2,278 3,144 28
1956: 439 91 184 298 -— 1,012 355 1,367 2,129 3,496 39
1957: 909 88 165 401 -—- 1,563 394 1,957 2,771 4,728 41
1958: 659 92 173 100 - 1,024 227 1,251 2,752 4,003 31
1959: 725 56 131 132 - 1,044 210 1,254 2,465 3,719 33
1960: 825 65 104 149 - 1,143 167 1,310 3,207 4,517 29
1961: 952 146 144 144 - 1,386 186 1,572 3,374 4,946 32
1962: 1,024 176 169 198 19 1,586 74 1,660 3,482 5,142 32
1963: 1,079 159 173 60 58 1,529 13 1,542 3,536 5,078 30
1964: 1,041 150 189 112 47 1,539 23 1,562 4,512 6,074 26
1955:
Zea: 7,726 1,106 1,567 1,719 124 12,242 2,099 14,341 30,506 44,847 32
Source: Trade Statistics and Analysis Branch, Development and Trade Analysis Division, Econ. Res. Ser,,

U.S. Dept. Agr.



Table 3.--Title I per capita export market value by countries, July 1, 1954,

through December 31, 1963

Title I t ° Population Title I
itle I expor opu .
Country market vague ; %1960) mziiezagigie 1/
Million dollars Million Dollars
Israel ..... seesreacesl 223.9 2.1 106.62
Iceland .......... ceeat 14,1 0.2 70.50
Yugoslavia ....c.eveast 556.5 18.5 30.08
EEYPt veveveeencenes .el 481.5 25.9 18.59
Spain ........ ceenasaal 467.0 30.1 15.51
Poland ...... cesacecns : 439.9 29.7 14,81
TUTKEY vevcevascvacons : 395.7 27.6 14.34
KOoTea ...vieveeess ceeval 338.7 24.7 13.71
Taiwan .eeeeceess ceeeat 143.6 10.6 13.55
Uruguay .s..eceee ceeees : 34,1 2.8 12.18
Greece ...eeeee ceesnan : 99.8 8.3 12.02
Finland ....cceeeeeeoes? 41.1 4.4 9.34
Chile ..... ceersesanasl 64.5 7.3 8.84
Tunisia ...eeeeennoesss 30.6 4.2 7.29
SYrid .ivievocesnoacsen : 32.6 4.6 7.09
Pakistan ....... cevene : 627.3 92.7 6.77
Paraguay ..... ceeseenal 11.0 1.8 6.11
Austria ....vvveenanes : 39.5 7.1 5.56
S, Vietnam ...eveeceess : 76.9 14.1 5.45
Brazil .....eeeeces oot 350.5 70.8 4,95
Bolivia ..iieeeeecnnene : 16.8 3.5 4,80
Colombia ......cce0ueat 58.0 14.1 4.11
India ...... ceesesenna : 1,701.5 432.6 3.93
Guinea ......vev000e0as 10.0 3.0 3.33
Peru ..... cecesennan .ol 31.4 10.8 2.91
Ttaly e vennvennnes : 140.0 49.4 2.83
Indonesia .....vcveene? 257.8 92.6 2.78
CoONgo ..o.eeveeeo cecvees : 36.3 14.2 2.56
Ecuador ..... ceesesnen : 11.0 4.3 2.56
Ceylon ..cevevenoeene . 25.0 9.9 2.53
Burma .....eceveeeee ool 45.8 20,7 2.21
I8N . ivevcvnenene ceeo? 40.2 20,2 1.99
MOTOCCO tevvvveosoosnast 19.7 11.6 1.70
Japan ........ ceeeanael 135.0 2/91. 1.47
Philippines ....eveven: 33.7 27.8 1.21

1/ Countries where the Title I per capita market value was $1 or less are:
Argentina, United Kingdom, France, Portugal, Sudan, Mexico, Thailand, the

Netherlands, and West Germany.

2/ 1958 population. This was the last year of Title I shipments to Japan.

Source: Program Operations Division, Foreign Agr. Ser.; and International

Monetary Fund, International Financjial Statistics.




There are a number of Title I recipient countries where both the aggregate value
of the program and the average value per person were relatively high., In such
countries as Yugoslavia, Egypt, Spain, Poland, Turkey, Korea, Taiwan, and Greece,
the value of Title I imports ranged downward from $30 to $12 per capita,

Several countries, such as India, Pakistan, and Brazil, received large amounts
of Title I commodities, but because of their large populations, the average

value received per person was relatively small,

Commercial Market Expansion in Some Title I Countries

Recent studies have indicated that commercial foreign markets for U,S. farm
products have increased as economic development proceeds and per capita incomes
rise, not only in the industrialized countries but also in some of the more
rapidly developing countries.l/ A recent research study has indicated how,
through helping to promote economic development, the P.L. 480 Title I program
also has helped develop potential commercial markets for U.S. farm products.2/
This is contrary to fears expressed by some skeptics of U.S. concessional
agricultural export programs to the effect that such programs inevitably would
result in a reduction in commercial exports.

U.S. commercial agricultural exports jumped from $2.3 billion in 1955 to a
record of $4.,5 billion in fiscal year 1964, Most of this expansion occurred in
Japan and the industrial countries of Europe that had received large quantities
of food aid during the recovery period. Since 1957, concessional sales for
foreign currencies to Japan and most industrial countries of Western Europe

have practically ceased as U.S. commercial exports have expanded. The only
Food for Peace commodities these countries now receive are small quantities
under the Title II emergency relief and Title ITI donation programs., Agri-
cultural shipments under Govermment programs to Japan and five European
countries,3/ all of which received Title I commodities during the 1955-57
period, declined from $122 million to $11 million for Japan between fiscal years
1956 and 1963, and from $435 million to $20 million for the others., At the same
time, U.S. commercial exports to Japan increased from $249 million to $485
million and to the other countries, from $682 million to $1.3 billion. Japan

is now the leading commercial market for U.S. farm products. Per capita incomes
also have risen steadily in these countries, increasing by 16 percent annually
in Japan and by 6 percent annually in the five European countries during the
1956-63 period.

U.S. commercial sales of farm products in recent years have expanded consider-
ably in five important Title I countries -- Greece, Israel, Taiwan, Poland, and
Spain (table 4, figure 1). These countries are in the more intermediate stages
of economic growth than most other Title I countries. They have made signifi-
cant gains in economic growth and have increased substantially their foreign
exchange reserves,

1/ TFor example, see Christensen, Raymond P., and Mackie, Arthur B., "Foreign
Economic Development and Agricultural Trade', Foreign Agricultural Trade of the
United States, U.S. Dept, Agr., September 1963,

2/ Ginor, Fanny, Uses of Agricultural Surpluses, Bank of Israel, 1963.

3/ United Kingdom, West Germany, Italy, France, and the Netherlands.




Table 4,--Changes in U.S., commercial and Government program agricultural exports to selected P.L. 480

countries and their

per capita incomes, fiscal years 1955-63

Country Unit 1955 , 1956 , 1957 , 1958 , 1959 , 1960 . 1961 , 1962 , 1963

Greece :

Government programs 1/ ..: Mil, dol. L4 51 67 22 17 9 24 18 14

Commercial : Mil., dol. -8 3 1 2 3 4 3 4 11

Per capita Dollars 235 274 291 300 308 327 367 385 n.a,
Israel :

Government programs 1/ ..: Mil. dol. 37 32 35 49 41 40 35 43 33

Commercial : Mil, dol. 2 9 14 6 8 13 16 18 24

Per capita income 2/ Dollars 342 382 425 455 491 547 621 714 872
Taiwan

Government programs 1/ ..: Mil., dol, 58 48 56 41 51 46 53 59  3/54

Commercial ......... Mil. dol. -2 4 4/ 4 1 11 14 14 22

Per capita income 5/ Dollars 64 71 79 84 95 113 122 129 142
Poland :

Government programs 1/ ..: Mil, dol. --- --- - 80 50 80 136 58 54

Commercial : Mil, dol, 1 2 3 15 8 12 8 12 32

Per capita Dollars 340 378 443 465 492 529 578 585 n.a,
Spain :

Government programs 1/ ..: Mil, dol. 57 116 141 103 127 65 100 58 16

Commercial ... Mil. dol. 10 10 12 6 4/ 1 57 68 112

Per capita income 6/ Dollars 161 178 208 247 258 257 281 313 345

1/ Includes Sections 402 and 550 of the Mutual Security Act and P.L. 480 Titles I - III.

2/ Converted at the recent
3/ 1Includes P.L. 480 Title
4/ TLess than $500,000.

5/ Converted at the recent
6/ Converted at the recent

Source: Per capita income data from International Monetary Fund, International

and export data from Trade Statistics and Analysis Branch, Econ. Res,

official
Iv.

official
official

exchange rate of 3 pds. = $l.

exchange rate of 40 NT = $1,
exchange rate of 60 pesetas = §$1,

gr.




U. S. AGRICULTURAL EXPORTS TO SELECTED
P. L. 480 COUNTRIES AND THEIR INCOMES
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Spain

The greatest expansion of U.S. commercial markets has occurred in Spain, where
one of the largest Title I programs operated. Due to the country's improved
financial and economic conditions, this program was terminated in 1962. With
greater foreign exchange reserves and an 8 percent annual increase in per capita
income since 1960, Spain was able to increase its commercial agricultural
purchases from the United States from an average of $11 million amnually in
fiscal years 1955-57 to an average of $78 million annually in 1961-63. By 1963,
commercial sales to Spain had reached $112 million, Spain is now the world's
largest importer of soybean oil and the United States' best cash customer for
this product. Spain also is becoming a growing commercial market for U.S. feed
grains., The availability of Title I imports of soybean oil, feed grains, and
other commodities during the 1955-60 period of extreme inflation and critical
shortage of foreign exchange reserves in Spain was a significant factor in
helping to develop this expanding commercial market. Title I imports of low-
priced soybean oil enabled Spain to meet the domestic demand for oils and also
to increase its exports of high-priced olive oil and, thus, its foreign exchange
earnings. These earnings have helped to finance the commercial purchase of
lower priced vegetable oils that are fully substitutable for olive oil in
domestic use,

Israel

U.S. commercial agricultural exports to Israel more than doubled from an average
of $8 million annually during the fiscal year period 1955-57 to $19 million
annually in 1961-63. 1In 1963, U.S. commercial sales to Israel reached $24
million. Although P.L. 480 imports continued at a fairly comstant rate over
the period, Israel has increased considerably its commercial purchases of
several commodities imported under the Title I program, such as oilseeds, feed
grains, rice, and tobacco. The United States and other countries are sharing
in the growing commercial market. During the early years of Israel's develop-
ment, Title I imports of feed grains, which could not have been purchased
commercially on the same scale, were a motivating factor in the development of
livestock enterprises and the stimulation of increased commercial demand for
feed imports. The United States increased its commercial feed grain sales

from 26,000 tons in 1954 to 205,000 tons in 1963, while other countries, such
as Turkey, Cyprus, and Argentina, more than doubled their commercial sales to
Israel, The Title I program also has been credited with the development of a
significant commercial demand for soybeans in Israel, 1Israel has become the
world's largest importer of soybeans on a per capita basis. By 1963, Israel's
commercial imports from the United States had jumped to 207,000 tons from less
than 4,000 tons in 1954, while imports of oilseeds from other countries also
had increased,.

Greece

U.S. commercial exports to Greece were almost four times larger in 1963 than in
1956, while concessional shipments were smaller by that amount, The Title I
program has enabled Greece to use its scarce foreign exchange reserves to
procure capital imports essential for continued industrial and economic growth
and also to increase its agricultural imports and meet a growing domestic de-
mand for food and feed. With a steady growth in Greece's per capita income
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of 6 percent annually since 1955 and a rapid increase in the level of foreign
exchange reserves in recent years, the country is now in a better position to
increase its commercial purchases of agricultural commodities. As indication
of this, the United States signed a Title IV long-~term dollar credit agreement
with Greece in November 1964, The Title IV program facilitates the expansion
of U.S. dollar markets by helping countries in the transition from paying for
commodities with their own currencies under the Title I program to paying for
them with dollars on a commercial credit basis,

Taiwan

Taiwan's commercial purchases from the United States have Lncreased steadily in
recent years, even though P.L. 480 shipments also have risen., This encouraging
expansion of commercial exports to Taiwan indicates the country's greatly
improved economic conditions. U.S. commercial sales rose from $4 million in
1956 to $22 million in fiscal year 1963, Taiwan's per capita income increased
by 12 percent annually between 1956 and 1962. Because of the country's improved
financial and economic position, a Title IV long-term dollar credit agreement
was signed in 1962,

Poland

Commercial sales also have increased in Poland. Since the first Title I ship-
ments in 1958, U.S. dollar sales rose from $15 million to $32 million in 1963.
Poland's per capita gross national product increased by 8 percent annually
between 1958 and 1962, Poland is no longer eligible for Title I programs
under the 1964 amendment to P.L. 480. However, this amendment authorizes
Title IV programing to Poland up to a period of 5 years,

Growing Tmportance of P.L.. 480 in U.S. Economic Aid Programs

The varied programs of P.L. 480 have played an increasingly important role in
foreign economic aid programs. P.L. 480 accounted for one-third of the total
U.S. economic assistance authorization in fiscal year 1963; however, P.L. 480
assistance in relation to the net economic aid disbursements in 1963 amounted
to 47 percent of the total compared with 37 percent in 1956 (table 5).

The magnitude of P.L. 480 and other agricultural commodity aid compared with
total U.S. economic aid in principal P.L. 480 recipient countries is summarized
in table 6, Agricultural commodity aid, as used in this table and in table 5,
can be defined as the foreign currency proceeds collected from the sale of
commodities under the P.L. 480 Title I and Mutual Security Programs and dis-
bursed by the U.S. Government to the recipient country as economic development
grants and loans. Also included are other P.L. 480 programs -- Title II direct
grants of food and fiber for emergency relief, school lunch programs, and
economic development; Title III donations through voluntary agencies; and

Title IV long-term dollar credit sales. Excluded from the definition are the
local currency proceeds used for military grants to certain cooperating coun-
tries and to pay U.S. expenses in the respective recipient countries as well as
Title III barter sales., For example, approximately $1.4 billion or one-third
of the Title I sales proceeds disbursed through June 1963 was used largely to
help finance local U,S. expenditures and also for military grants. Thus, the
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Table 5.--Agricultural commodity aid in relation to total net U.S. economic
assistance, 1956-63

: otay ¢ _Agricultural comnodity aid 2/ commodity aid
Calendar * net U.S. ° : 480 : *  as percent of

: ot : P.L. : : .

year i e:gon7c : sgtzﬁii : 5/ . Total . total ?1d

: — : T — : : P.L. 480 . Total

L mmmmmmmmmomeos Million dollaps ~--=========== ~==== Percent -~----
1956 .....: 2,270 452 846 1,298 37 57
1957 .....: 2,582 283 1,058 1,341 41 52
1958 .....: 2,472 198 936 1,134 38 46
1959 .....: 3,253 132 858 990 26 30
1960 .....: 2,770 145 1,164 1,309 42 47
1961 .....: 2,711 166 1,234 1,400 46 52
1962 4/...: 3,595 33 1,344 1,377 37 38

1963 4/ ..: 3,136 0 1,485 1,485 47 47

1/ TIncludes assistance to international agencies.

2/ Excludes Title I and MSA local currencies used for U.S. uses and military
grants,

3/ Excludes Title III barter sales.

4/ TFiscal year,

Source: U.S. Department of Commerce, Foreign Grants and Credits by the U.S.
Government,

net values for commodity aid shown in tables 5 and 6 are correspondingly less
than the actual value of commodities programed and shipped under the special
U.S. Government export programs.

Food and fiber aid, as a share of the total net U.S. economic aid extended over
the 1952-63 period, ranged from a low of 10 percent of the total in Iran up to
96 percent in Poland., Poland, Egypt, Yugoslavia, and Spain are examples of
countries where the aggregate value of agricultural commodity aid as well as
the percentage of such assistance to total economic aid was high. Since
utilization of surplus agricultural productive capacity through the techniques
of P.L. 480 programs is less of an economic burden to the United States than
cash aid, such commodity aid may be authorized for various countries when
political and legal factors tend to restrict the extension of financial aid,

Turkey and Korea are cases where the aggregate value of agricultural commodity
assistance was relatively large, while the proportion to total economic aid was
quite low. One reason for this is that a large share of the local currency
proceeds from Title T and Mutual Security sales was expended for military
grants and U.S, uses in these countries and therefore was not classified as
economic aid. For example, of the total amount of Title I currencies disbursed
to Turkey and Korea through June 1963, $172 million (64 percent of the total)
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Table 6.--P,L., 480 assistance compared with net U.S. economic assistance to principal
countries and regions, fiscal years 1952-63

s Net U.S. economic aid . Agricultural
: Agricultural : Other : : commodity aid
Region and country : commodity aid ! economic ‘ Total @ °2° 2 Eezcint
P.L. 480 1/ | Tota1 2/ i ald ' ccononic aid
s TTmmemmemmoe- Million dollarg =-=-=-=------- . Percent
Europe . ;
Poland ......000.... ey 465 465 19 484 96
Yugoslavia ........... . 800 908 437 1,345 68
Turkey ....eeve.. R 265 289 957 1,246 23
SPAIN tivrrruinnanaaans 396 578 287 865 . 67
Greece .......0... ceent 159 233 439 672 35
Other ..veeevevneeeann: 595 871 513 1,384 . 63
Total ....... creeeaas 2,680 3,344 2,652 5,996 . 56
Far East & S.E. Asia : :
Korea ....... e : 168 418 2,517 2,935 : 14
INAi8 t.ineeerennaooanast 1,713 1,779 1,277 3,056 : 58
PAKLIStAN vevvuvroanca.® 646 665 991 1,656 : 40
Indonesia ........ev...t 234 234 256 490 : 48
Taiwan .......... ceeaat 127 345 805 1,150 : 30
Philippines ..........: 58 145 125 270 : 54
Other ......... cereeadt 403 426 3,391 3,817 : 11
TOtal vivevevnnnnanst 3,349 4,012 9,362 13,374 : 30
Near East : :
Israel t.u.viunvnnnsn. : 269 346 339 685 ° 50
Iran ........... ceenas : 65 68 602 670 ° 10
Egypt ....... ceeraianel 528 539 111 650 * 83
Oother ......... R : 141 141 368 509 ‘° 28
Total .vevvuvnvnnnns’ 1,003 1,094 1,420 2,514 ° 4t
Latin America : :
Brazil .......... ceeens 408 408 816 1,224 . 33
Chile tiivevevennooens . 115 115 306 421 . 27
Colombia ...eeiveessnns . 112 112 176 288 39
POTU tvuvnennreonnnnnns 64 64 131 195 . 33
Other ........... ceenn, 175 215 1,513 1,728 |, 12
Total vuievnvnnnennnn, 874 91% 2,942 3,856 , 24
Africa : :
MOTOCCO civeeesosoncest 115 145 180 325 45
Tunisia ..ieevvoennanst 147 154 119 273 56
OtheT ...ivievovennoanss 215 219 579 798 : 27
Total vevuvrveenanest 477 518 878 1,396 : 37
TOTAL vvvvnvoncncnnn ) 8,383 9,882 17,254 27,136 36

1/ Excludes Title III barter sales,
2/ TIncludes Sections 402 and 550 of the Mutual Security Act. Excludes Title I and
MSA local currencies used for military grants and U.S. uses,

Source: U.S. Department of Commerce, Foreign Grants and Credits; and Food for Peace,
Nineteenth Semiannual Report on Activities Carried on Under P.I. 480, April 3, 1964,
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and $278 million (99 percent), respectively, were used for military grants and
U.S. expenditures. Another factor accounting for the low proportion of com-
modity aid in relation to total economic aid is that a considerable amount of
the economic aid provided to Turkey and Korea has been for 'supporting'
assistance, designed to strengthen the economies of countries considered
strategically and politically important to the United States.

Brazil and Taiwan are other examples where the aggregate value of commodity
aid was large, but where the proportion to total economic aid was relatively
low, about 33 percent of the total. A large portion of the economic aid to
Brazil, as well as to the other Latin American countries indicated in table 6,
was in the form of Export-Import Bank loans to help alleviate balance-of-
payments problems and enable the countries to maintain their commercial imports
from the United States. Much of the aid extended to Taiwan has been supporting
assistance,

The aggregate value of agricultural commodity aid was the highest in India and
the third highest in Pakistan, while the proportion of such assistance to total
economic aid was 58 percent and 40 percent, respectively. These percentages
generally represent the high relative need for food and fiber imports by these
countries as compared to capital imports. This need is influenced by such
factors as the high rate of population growth, the moderate rate of general
economic growth, and the chronic shortage of foreign exchange.

In recent years, P.L. 480 assistance has become a more important part of the
total U.S. economic aid effort in several countries, such as Iran, Tunisia,

and Morocco, where the share of P,L. 480 aid in relation to total U.S. economic
aid was over two-thirds in 1963,

Food Aid from Other Countries

Canada, Australia, France, and West Germany are the only countries other than
the United States that have shipped substantial quantities of food for emergency
or development purposes., Food aid supplied by these four countries totaled

$251 million from 1952 through 1963, with Canada supplying 89 percent (table 7).
This compares with $9.9 billion supplied by the United States, mostly under

Food for Peace, during the same period. Several other countries also have
extended small amounts of hard-currency grants or loans to be used for purchas-
ing agricultural commodities,

These countries generally do not have a regular program of food assistance or
legislative authorization for the use of surplus agricultural commodities in
their foreign assistance programs. Canada and Australia have been supplying
food aid generally on an annual basis to certain Colombo Plan countries. In
addition, in July 1963, Canada announced plans to expand its food aid program
to a maximum of $40 million of commodities over an indeterminate period. This
larger program has not yet been implemented.

Food Aid Under the Colombo Plan

The Colombo Plan for Cooperative Economic Development in South and Southeast
Asia, comprising six main donor countries -- the United States, the United
Kingdom, Canada, Japan, Australia, and New Zealand -- and 14 recipient
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Table 7.--Food aid supplied by selected countries, fiscal years 1952-63

Country ) Commodity and Program ; Value
f f Million dollars
Canada . Colombo Plan Aid: .
) Regular program, wheat and flour, small
) amount of bUtter ....eeveeseevooaccoconn, 1/81.0
. Special loans and grants, wheat and flour 110.0
. Aid to International Relief Agencies: f
. Wheat and flour ........ etecesecsceseanan, 2/15.0
. Dairy Products ....eeeeeerenececconoocncan. 3/7.1
) Canned POTK .veveeeievevoenns Ceeean cereeene. 3/9.0
‘ Relief to Chile, wheat and fIOUT +...vvenss.. 1.0
R S R e 223.1
Australia f Wheat and flour, small amounts of dry milk
. and barley .eeeeereececcrcsssorcnosoncccne. 23.0
West Germany f Sugar ......................................f 2.6
France f Wheat ......................................f 1.1
B -1 <t =3 .8
. Rice and dry milk ......... feerrerrecenanonn. 4/
 Total ...... e e, i 1.9
TOTAL +vvvvnennenenrencnnnnens R 250.6

1/ Canada provided $5.8 million and $12.0 million, respectively, in fiscal
years 1964 and 1965.

2/ Canada contributed about $1.9 million during 1963/64 and 1964/65.

3/ As of fiscal year 1961.

4/ 1Less than $100,000.

Source: Organization for Economic Cooperation and Development, Food Aid, Its
Role in Economic Development, 1963; The Colombo Plan for Cooperative Economic
Development in South and Southeast Asia, Eleventh and Twelfth Annual Reports of
the Consultative Committee, 1963 and 1964; and Canadian Embassy, Washington,
D.C.
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countries, was organized in 1950 to coordinate bilateral economic assistance
programs in the region. 4/ Economic assistance to Colombo Plan countries
totaled $12.8 billion from fiscal years 1951 through 1963 (table 8). Capital
aid, either in the form of machinery or monetary loans and grants, accounted
for over two-thirds of the total, Agricultural commodity aid amounted to
about one-fourth, and technical assistance accounted for only 5 percent of the
total,

The United States was by far the principal donor, providing 89 percent of the
total. Over one~fourth of the U.S. share was under P.L. 480 programs. India,
Pakistan, and South Vietnam were the principal recipients; approximately one-
third of the total aid went to India alone,

In addition to the United States, Canada and Australia are the only Colombo
Plan countries which have provided food assistance. These two countries
supplied $214 million of agricultural commodities on a concessional or grant
basis under the Plan from 1952-63., This compared with $3.2 billion from the
United States, chiefly under the P.L. 480 program.

Almost half of Canada's total economic aid to Colombo Plan countries has been
in the form of wheat and flour, which has been provided as grants or under
long-term loans, Canada shipped 1.6 million metric tons of wheat and flour
under the Plan during 1953-62., This compares with 20.8 million tons from the
United States and 143,000 tons from Australia. About half of Canada's ship-
ments went to India, one-third went to Pakistan, and the remainder was dis-
tributed among six other Asian countries., Counterpart funds equivalent to
the value of the food grant are set aside by the recipient to help finance
development projects agreed upon with Canada.

Australian assistance to Colombo Plan countries has been primarily in the form
of capital equipment and technical assistance., Over the period 1952-62,
Australia granted the equivalent of $22 million in wheat and flour to India,
Ceylon, Pakistan, and Cambodia, $1 million of milk to India and South Vietnam,
and $204,000 of barley to Pakistan. Australia has not shipped any food aid
since 1962,

Cooperative Food Aid Programs In India

The United States, the Netherlands, New Zealand, Australia, and United Nations
International Children's Emergency Fund participated in cooperative food aid
programs in India, known as the Calcutta, Bombay, and Madras milk schemes,

Under the first two plans nonfat dry milk, technical advisors, and financial
assistance were provided to assist India in the development and improvement of
milk processing and distribution facilities, Under the Calcutta Plan, which
began in 1956, the United States agreed to supply 70 percent of the 3,050 tons
of nonfat dry milk programmed. New Zealand, the Netherlands, and Australia
each agreed to supply 10 percent; the former two countries contributed their
share through the Food and Agriculture Organization of the United Nations (FAO).

4/ Recipient countries include Afghanistan, Burma, Cambodia, Ceylon, India,
Indonesia, Korea, Laos, Malaysia, Nepal, Pakistan, the Philippines, Thailand,
and South Vietnam. Several of these recipients also have contributed assistance,
mostly technical aid,
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Table 8.--U.S. and other economic assistance to Colombo Plan countries, by
principal donor and program, fiscal years 1951~63

Donor country * Food aid i Technical aid f Capital aid f Total aid
e R Million dollars =--===-=--========---=

United States 1/ ...: 2/3,164 3/567 7,624 11,355
United Kingdom .....: -—- 28 669 697
Canada ......0000004s 191 12 203 406
JapPan ...ecec0cec0ees === 7 150 157
Australia ..........: 23 28 57 108
New Zealand ........: == 8 20 28
Total suvueeennn.: 3,378 650 8,723 12,751

-------------------------- Percent --~=--=----=--msmoosmoaoeo—

U.S. as a percent :
of total .........: 94 87 87 89

1/ Except for technical aid, U.S. figures are on a net disbursement basis.
U.S. Dept. of Commerce, Foreign Grants and Credits, Aid from the other donors
is on a gross basis,

2/ 1Includes P.L. 480 and the Mutual Security Program. Excludes Title I and
MSA local currencies used for U.S. uses and military grants and Title IITI
barter sales.

3/ Amount obligated for 1951-62. Expenditures for 1963. From Agency for
International Development, U.S. Foreign Assistance and Assistance from Inter-
national Agencies, July 1, 1945-June 30, 1962,and QOperations Report, Jumne 30,
1963.

Source: Except as otherwise indicated, The Colombo Plan for Cooperative
Economic Development in South and Southeast Asia, Twelfth Annual Report of the
Consultative Committee, November 1963.

To be eligible to receive the milk on concessional terms, India agreed to
purchase at least 150 tons annually at commercial rates. Under the Bombay
scheme, which began in 1950, UNICEF and the United States supplied financial
aid and dried skim milk. The Madras scheme, initiated in 1958, provided non-
fat dry milk for the implementation of a school feeding program.

Other Food Aid Supplied by Canada

In addition to providing Colombo Plan countries with food aid, Canada has con-
tributed food aid to international relief agencies, $17 million of wheat and
flour during the 1957-65 period to the United Nations Relief and Works Agency
for Palestine and $16 million of dairy products and canned pork from 1959-61 to
UNICEF and CARE. Canada also provided $1 million of wheat and flour for Chilean
relief in 1960. Canada has shipped smaller quantities of food aid to other coun-
tries outside the Colombo Plan area, but detailed information is not available.
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Food Aid Supplied by Germany and France

In 1961, Cermany supplied Pakistan with $2.6 million of surplus sugar in which
payment was to be made in rupees. The German Government loaned about 80 per-
cent of the rupees back to Pakistan for development projects.

Food aid extended by France has been very small, totaling only $1.9 million.

In 1956 the French Government granted $1 million of wheat to Tunisia to relieve
a temporary wheat shortage and in 1961, $0.8 million of barley was granted to
Morocco for relief of a crop shortage. 1In 1961, France provided Mauritania
with a credit of $20,400 to purchase rice and dry milk for famine relief,

Multilateral Food Programs -~ The World Food Program

Several multilateral agencies, such as UNICEF and the World Health Organization,
supply a limited amount of food assistance to needy groups within developing
countries. However, the only multilateral program set up to provide large-scale
food aid for economic and social development as well as emergency relief is the
World Food Program.

Although FAO has considered proposals for a multilateral food aid program since
1946, it was not until 1961 that the United Nations and FAO agreed to undertake
a 3-year experimental food aid program beginning in 1963 and extending through
1965. Contributing countries have agreed to supply $100 million in agricultural
commodities, services, and cash. By December 31, 1964, 70 countries had pledged
$93,.7 million, over 70 percent in commodities (table 9). While about two-thirds
of the contributors were developing countries, the industralized countries pro-
vided the major portion of the resources; 53 percent came from the United States
alone, This program is very small compared with the bilateral P.L. 480 program
of some $1.5 billion annually.

Table 9,--Contributions to the World Food Program, by category and principal
country or area, as of December 31, 1964

Contributing Commodities : Cash : Services : Total
country or area . . . .
. mTmmemmmmemme—eoeoo- Million dollars ==-==-========-===n---
United States ...: 40.0 1/6.0 1/4.0 50.0
EUTOPE +.vcnoennnn . 19.6 10.2 .2 30.0
Canada ......ove.; 5.1 1.7 --=- 6.8
Other ...........: 3.8 1.9 1.2 6.9
Total ......... : 68.5 19.8 5.4 93.7

1/ The U.S. cash contribution is limited to 46 percent of the total cash
contributions and the U.S. commitment of cash and services combined may not
exceed $10 million unless the shipping services go over $5 million on the basis
of world market rates,.

Source: Compiled from unpublished data, FAO, Committee on Commodity Problems.
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Only food products are provided on a grant basis under the program. Some coun-<
tries have agreed to provide either cash or services to cover administrative
and shipping costs. The rapid rate of requests for food aid has been depleting
the program's resources. 1In fact, if all requests for food other than for
emergency purposes were approved, there would not be sufficient resources to
meet them, At present, only wheat and flour, corn, sorghum, dried skim milk,
and vegetable oil are available in large quantities.

The World Food Program is authorized to provide food aid for three main
purposes: (1) to meet emergency food needs; (2) to assist in preschool feeding;
and (3) to implement pilot projects related to social and economic development.

About 25 percent of the program's resources or $21 million was earmarked for
emergency aid for the 3~year period., By November 1964, 17 countries had
received emergency assistance totaling $7.8 million. Many requests have been
made for proteins, which are in short supply; thus, the commodities distributed
have been limited to cereals, skim wilk, and some edible oiis.

As of January 1965, approximately 12 countries, mainly in Africa, had requested
food for preschool feeding, school feeding, and food scholarship programs.
Projects had been approved for eight countries -- Chad, Guinea, Morocco,
Mauritania, Togo, Afganistan, Bolivia, and Colombia. While these programs do
not contribute directly to a country's development, they are an investment in
people and their education ~~ important to the country's future growth.

The World Food Program's primary purpose is to provide food aid for social and
economic development similar to the program developed under P.L. 480 Title IT.
As of January 1965, more than 130 requests for food aid to assist in economic
development projects had been submitted by approximately 57 countries, mostly
in Asia and Africa. Food will be used to pay part of the wages of workers
employed on two types of labor-intensive projects: (1) Capital formation and
long~run resource improvement, such as irrigation, land reform, resettlement,
and creation of local industries serving agriculture; and (2) community devel-
opment such as construction of local roads, bridges, village schools, and
houses. Also, food will be provided to help develop agricultural enterprises,
to aid in the introduction of more productive crops, and to stabilize food
prices through the building of reserve stocks. Nearly half of the approved
projects have been for colonization, land reclamation, and livestock develop-
ment,

United States and the World Flow of Development Assistance

Food aid also needs to be viewed in the context of total development assistance
supplied by the industrial countries. Net economic assistance (including flows
from public and private sources) from the United States, Canada, Japan, 12 West
European countries, and the USSR increased from an annual average of $3.5
billion in 1950-55 to approximately $9.0 billion in 1963 (table 10). The
Development Assistance Committee of the Organization for Economic Cooperation
and Development (OECD) in its anmnual review of economic aid indicated that
there was a strong possibility of an increase in the teotal flow of aid in 1964.
The largest part of the increase occurred during the mid-1950's, when emphasis
of U.S. aid programs shifted from recovery to development assistance., Economic
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Table 10.--Net U.S. economic assistance compared with the world flow of development assistance, 1950-55

average, and 1956-63
Aid from public Capital flows from Total aid and United
calendar sources l/. privaFe sources 2/ capital flows S:zt:s
year g:izz: f Ofgjr i Total g:i;:: i Other 5 Total g?izzg 5 Other i Total OgeiziZE
i ------------------------------ Million doilars ==-------=----cscscsesmseccnmoo-- Percent
1950-55
average .,.: 1,118 782 1,900 608 992 1,600 1,726 1,774 3,500 49
1956 sieveent 2,006 1,304 3,310 1,236 1,680 2,916 3,242 2,984 6,226 52
1957 .......; 2,091 1,828 3,919 2,009 1,615 3,624 4,100 3,443 7,543 54
1658 +nrrnns 2,410 2,106 4,516 1,284 1,644 2,928 3,694 3,750 7,444 50
1959 ....... : 2,322 2,177 4,499 954 1,764 2,718 3,276 3,941 7,217 45
1960 .....: 2,801 2,298 5,099 1,040 1,969 3,009 3,841 4,267 8,108 47
1961 .......: 3,488 2,834 6,322 1,038 1,983 3,021 4,526 4,817 9,343 48
1962 ...o...; 3,573 2,808 6,381 818 1,644 2,462 4,391 4,452 8,843 50
1963 4/ ....: 3,721 2,798 6,519 818 1,620 2,438 4,539 4,418 8,957 51

1/ 1Includes food and financial grants, and loans extended for more than one year, and contributions
to multilateral agencies.
2/ 1Includes direct investment, portfolio investment, private export credits of one or more years, and

contributions to multilateral agencies.

3/ 1Includes Austria, Belgium, Canada, Demnmark, France, West Germany, Italy, Japan, the Netherlands,
Norway, Portugal, Sweden, Switzerland, and the United Kingdom, and the Sino~Soviet Bloc from 1956-63.
4/ TFigures subject to revision.

Source:

Organization for Economic Cooperation and Development, The Flow of Financial Resources to

Less~Developed Countries 1956-63, December 1964; and Development Assistance Efforts and Policies,

1964 Review, September 1964.




recovery in the early 1950's and subsequent growth in Japan and most West
European countries enabled these countries to initiate their own aid programs.

Aid from Public Sources

Bilateral economic aid from public sources, including technical, financial, and
agricultural commodity assistance, increased in every year but one since 1956.
In 1963, net bilateral disbursements reached a record of $6.2 billion, an
increase of 7 percent over 1962, Technical assistance rose from 13 percent of
the total flow of public assistance in 1962 to 15 percent in 1963. The United
States was the largest contributor, with expenditures totaling $368 million
compared with $480 million from 11 other developed countries., Over 40 percent
of the U.S. Agency for International Development's technical cooperation ex-
penditures was directed toward promoting agricultural development., Other
principal contributors of technical assistance were France and the United
Kingdom, whose expenditures in 1963 totaled $295 million and $68 million,
respectively,

Almost two-thirds of the bilateral public economic aid in 1963 was cash grants
and loans. A major share of this aid was made available as grants or as loans
repayable in the recipient's local currency. Almost all donor countries require
that a substantial part of their financial aid be restricted for the procure-
ment of goods and services in their own country. The proportion of this type

of aid has been particularly high in the United States (over 70 percent), Japan,
and Canada,

Agricultural commodity aid, mostly supplied by the United States, accounted for
approximately one-fourth of the total bilateral public flow in 1963, This type
of assistance represents a considerably smaller economic cost to the donor
country than does cash aid. To the extent that surplus stocks of agricultural
commodities could not have been sold commercially, constructive utilization of
such surplus agricultural capacity through Food for Peace and similar programs
is less burdensome to the donor countries in their support of world economic
development,

Government contributions to the multilateral technical assistance and financial
aid agencies have accounted for less than 10 percent of the total flow of
economic assistance from public sources during most of the last decade. How-
ever, net disbursements by multilateral agencies have been increasing, reaching
$654 million in 1963, double the 1960 level.

Capital Flows from Private Sources

While there has been a steady increase in aid from public sources since 1957,
there has been an absolute as well as a relative decline in private foreign
investment to the developing countries. Private capital flows dropped from

$3,6 billion in 1957 to $2.4 billion in 1963, or from one-half of the total

flow of development assistance to about one-~fourth. 5/ In 1963 there was an
increase in direct investment, but this was primarily accounted for by increased

5/ Data on private capital movements are not as accurate or complete as that
provided from public sources and are thus subject to considerably more error,
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U.S5. investments in the Latin American petroleum industry. The major reasons
for the decline in direct investment have been higher investment costs result-
ing from the lack of marketing and distribution facilities, shortage of skilled
labor, limited domestic markets, severe inflation, and instability of foreign
exchange rates in many developing countries. Such noneconomic factors as fear
of expropriation, unstable political environment, or discriminatory policies
severely limit private investment flows. Guaranteed private export credits
have risen in recent years as the industrial countries have attempted to en-
courage the private sector to participate more fully in the expanding volume

of world trade.

United States as Principal Donor

The United States has provided slightly over half of the total public aid and
private capital flows to the developing countries. The United States also has
been the principal contributor to the United Nations technical assistance and
financial agencies. For example, the United States iun 1963 supplied 58 percent
of the total flow from public bilateral sources, 33 percent of the total from
private bilateral sources, and about one-half of the total contributions to
multilateral agencies (table 11)., U.S. economic aid from public bilateral
sources reached a record $3.5 billion in 1963, while private capital flows
increased by about one~-fourth. Although the Far East and South Asia still
receive the largest share of U.S. public aid, the percentage going to Latin
America and Africa has been increasing. Latin America is the only region which
did not receive a smaller allocation of Agency for International Developmeiit
funds for 1964,

Assistance from Other Donors

In addition to the United States, 14 other OECD countries and New Zealand,
Australia, and the USSR have regular foreign economic aid programs. WNew Zealand
contributes most of its aid under the Colombo Plan, while Australia grants only
15 percent of its total aid under the Plan. In fiscal year 1964, Australia
granted $15 million to Colombo Plan countries and $82 million to support the
domestic budgets of its dependent territories. A number of the less developed
nations, such as Israel, Taiwan, Mexico, Yugoslavia, and India, also are
beginning to extend technical assistance to other developing countries,

France is second only to the United States in providing economic aid, supplying
13 percent of the total flow in 1963. However, about 94 percent of French aid
from public sources went to former French territories in Africa in 1963, with
about one-fourth to one-third disbursed for budgetary support. Most of French
private investment also went to Franc-area countries in Africa, Recently,
however, France has been increasing its aid to non-French African countries,
and to Greece, India, Pakistan, Mexico, and Turkey.

The United Kingdom, the third principal donor, supplied about 9 percent of
total world aid in 1963. Assistance from public sources increased in 1963 and
was expected to rise again in 1964. Most British aid goes to Commonwealth
countries, principally those in the Colombo Plan, such as India and Pakistan.
Smaller amounts are disbursed to countries with whom Britian has historical
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Table 11.--Net flow of world development assistance to developing countries, by source and type of pro-

gram,1962 and 1963 1/

Bilateral assistance

Contribution to

multilateral agencies Total aid
Country * Public sources : Private sources ‘ Public sources °* Private sources ‘°

1962 § 1963 . 1962 1963 1962 1963 1962 1963 1962 1963
P ittt aininindebekdebedebadedatatey Million dollars =-=====------rm--eeccco—ee e ———eo o
United States ...: 3,349 3,540 658 813 224 181 160 5 4,391 4,539
France ......oe0.! 859 834 408 314 116 29 11 1 1,394 1,178
United Kingdom ..: 380 370 310 379 41 45 7 1 738 795
West Germany ....: 347 399 182 153 102 25 2/ 11 631 588
Japan ...esc00004 161 161 117 95 7 12 1 - 286 268
Sino-Soviet Bloc : 360 465 --- --- 7 6 - --- 367 471
Other 3/ ...vvnnn: 285 359 540 715 143 93 68 -49 1,036 1,118
Total .........: 5,741 6,128 2,215 2,469 640 391 247 =31 8,843 8,957

1/ Figures subject to revision.

2/ TLess than $0.5 million.

3/ 1Includes the countries listed in footnote 3 (table 10) except for those listed above,.

Source: Organization for Economic Cooperation and Development, The Flow of Financial Resources to
Lesgs=-Developed Countries, 1956-63, December 1964; and Development Assistance Efforts and Policies,

1964 Review, September 1964,




links, such as Jordan. 1In recent years, the geographic distribution of U.K.
aid has broadened to include such countries as Chile, Algeria, Syria, South
Vietnam, Korea, Turkey, Iran, and Yugoslavia.

West Germany, the fourth largest donor, allocated a reduced economic aid budget
for 1964 in an effort to shift more of the aid burden to the country's pros-
pering private sector. Also, tax incentives have been adopted to stimulate
more private foreign investment. Of the German Government's total foreign
eccnomic aid disbursements in 1963, almost half went to Asia (mainly India and
Pakistan), 17 percent went to Africa (mainly Liberia and Egypt), and 10 percent
went to Europe (Turkey, Spain, and Greece) and Latin America (chiefly Brazil).

Sino-Soviet Bloc disbursements of economic aid to the developing countries in
1963 were more than double the 1961 level of $200 million. Egypt and India
have been the largest recipients followed by Afghanistan and Indonesia, 1In
May 1964, the Soviet Union obligated a long-term $277 million loan to Egypt,
which would finance about 10 percent of the country's second 5-year plan
starting in 1965.

Trend Toward Global Coordination of Development Assistance

The principal donor governments and U.,N. financial agencies have been making
progress in the coordination of aid programs and in promoting more effective
use of external assistance by the recipients. Coordinating efforts have been
organized into two categories =~- financial consortia and consultative and
coordinating groups. The OECD sponsors 10-member consortia for Greece and
Turkey; the World Bank sponsors two for India and Pakistan. Total economic aid
provided through these four consortia totaled more than $5 billion in 1962-64,
of which the United States contributed about 44 percent.

Consultative groups, organized by the International Bank for Reconstruction and
Development for Colombia and Nigeria, are less formal and aim at bringing actual
and potential donors together to discuss development efforts for specific
recipient countries. Of the assistance provided by the 14 members of the
consultative group for Colombia in its first year of operation, the United
States contributed 45 percent of the total,

The Development Assistance Committee of OECD is carrying out a special experi-
ment in coordinating technical assistance programs of donor countries in
Thailand. The group has reviewed technical assistance requirements in each
sector, and specialized studies in agriculture are being planned. As a result
of this group's activities, both the recipient and donors are considering
technical assistance problems in a more systematic and rational manner.

The present administrative, political, and financial problems of the U.N.
agencies supplying technical and food assistance, as well as the dependence of
these agencies on contributions from industrial countries, probably will make
it difficult to increase significantly the magnitude and coordination of food
development assistance through the existing multilateral framework in the near
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future, 6/ Thus, bilateral aid programs, both from public and private sources,
will likely continue for some time as the principal means of assisting world

economic development.

Future Role of Agricultural Commodity Aid

According to recent projections of food supplies and demand, the need for
agricultural commodity aid will probably increase in the years ahead as popu-
lations expand and economic development proceeds in the less developed coun-
tries, 7/ The availability of good agricultural land is limited in most of the
heavily populated areas of the world and the social, institutional, economiec,
and physical barriers to increasing agricultural productivity are so fundamental
and complex that it will be difficult for the developing countries to expand
agricultural production rapidly enough to meet their increasing needs for food
and fiber, 8/ 1In the slowly developing countries, food aid programs, such as
emergency relief, direct grants, school lunch programs, and donations, will be
needed increasingly to overcome acute nutritional deficiencies which cannot be
met through commercial imports., In the more rapidly developing countries there
is expected to be a growing need for agricultural commodity aid to sustain
higher rates of economic development. 9/

As per capita incomes rise in the more rapidly developing countries, the gap
between the effective economic demand for food and fiber and available supplies
tends to widen. 10/ Consequently, unless means are found to meet the critical
needs for food, the development process itself can be seriously affected. The
scarcity of foreign exchange in many of these developing countries limits the
amount of food and fiber that can be purchased commercially. Thus, agricultural
commodity aid can be effective in providing additional external resources
essential for continued economic development. Such assistance can contribute
most effectively to the development process by helping to: (1) build up
national food reserves, (2) control inflation, (3) release scarce foreign
exchange for the purchase of capital goods, (4) expand noninflationary domestic
investment resources, and (5) support infrastructure development directly
through the use of food as partial wage payment,

6/ Problems of the U.N. agencies are discussed in the following works:
Shonfield, Andrew, The Attack on World Poverty, 1960, Random House, pp. 100-114
and 122-131; Higgins, Benjamin, United Nations and U.S. Foreign Economic Policy,
1962, Richard D. Irwin, Inc., pp. 147-174 and 178-184; and the Report of the
President's Advisory Committee on International Organizations, '"The Technical
Cooperation Programs of the United Nations System of Organizations', Department
of State, June 28, 1963.

7/ Economic Research Service, U.S. Dept. Agr., The World Food Budget, 1970,
Foreign Agr. Econ. Rep. 19.

8/ Bachman, Kenneth L., '"Can We Produce Enough Food'". Speech prepared for
the American Society of Agronomy, Kansas City, Mo., November 17, 1964,

9/ Schnittker, John A., '"World Food Needs and World Food Policy". Speech
prepared for Agricultural Outlook Conference, Washington, D.C., November 16,
1964 .

10/ Cochrane, Willard W., Mackie, Arthur B., et al., "Potential Use of Farm
Products as Aid to Developing Countries', Journal of Farm Economics,
December 1963, pp. 961-973.
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The actual amount of agricultural commodity aid that will be provided depends
upon a number of factors such as, (1) the amount of agricultural commodities
which the donor countries are willing and able to supply on concessional terms;
(2) the absorptive capacity of the developing countries to utilize food aid
constructively, which is limited by inadequate processing, storage, and distri-
bution facilities; (3) the rate of economic growth, increases in population,
and changes in traditional food customs in the developing countries; (4) the
need to avoid interference with agricultural production in the developing coun-
tries; and (5) the need to avoid interference with the trade of commercial
exporters,

It also appears that bilateral commodity assistance programs, such as P.L. 480,
would for some time represent the principal means of meeting the increased
needs for food and fiber aid. The problems experienced in financing and
administering a large-scale multilateral program, and implementing programs
that will not duplicate or conflict with bilateral programs, indicate that
multilateral programs of a magnitude comparable to the current Food for Peace
program are unlikely in the near future,
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