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CHAPTER I
INTRODUCTION

The United States emerged from World War II as the richest large
nation on earth., Many countries long isolated from others continued to
live in abject poverty, but they had become aware of a better life and
were anxious to claim their share. To the challenge of the demanding
multitudes all over the globe the United States responded with a series
of aid measures. One of these was designed to feed the hungry with the
surplus grown in the United States, This law was passed in 1954, and
has been in operation long enough to permit a study of its impgct.

Since its enactment in 1954, the Agricultural Trade Development
and Assistance Act, known as P, L. 480, has attracted research and con-
troversy. Most studies have traced its impact on the economies of “re~—
cipient countries individually or in groups. Some have béen descrip-
tive studies of the law!s effect on the commercial exports of the
United States' competitorse. Others have related the law to aspects of

the United States! economy,1 such as foreign policy and new markets for

1For example, Willard W, Cochrane proposed in 1959 a combined sur-
plus disposal and domestic supply control program for agricultural pro-
ductse For full detail see his article, "Farm Technology, Foreign Sur-
plus Disposal and Domestic Supply Control," JFE, XLI, No. 5 (1959),
885-99., See also Elmer L. Menzie, et ale., Policy for United States
Agricultural Export Surplus Disposal, Technical Bulletin Noe. 150
(Tucson: The University of Arizona Agricultural Experiment Station,
1962); and George Dietz, "Developing Foreign Markets Through Local
Currency Projects," JFE, XXXIX, No. 5 (1957), 1529-37.




United States agricultural products. Aggregate analyses of the impact
of P, L. 480 on the economies of the less developed countries (LDCs)
are few, even though P, L. 480 is of a global nature, In spite of all
the attention given to the food problem of the LDCs, and the contribu-
tion of United States food aid in alleviating part of that problem, no
study has tried to measure the real extent of that contribution.
Aggregate studies have been disregarded because the law was considered
only a temporary measure for disposing of agricultﬁral surpluses, to be
extended periodically by the Congress. In addition, comparable, suffi-
clent, and reliable statistical information is difficult to obtain from

the less developed countries.
Objective

This study will attempt to discover the aggregate impact of
P. L. 480 on the less developed countries., Has the law permitting
these food shipments made any measurable difference to the recipients?
If so, is it possible to reach conclusions about the magnitude and im=
portance of the role played by the law? Reaching the objective of this
study will mean finding answers to the following questions:

1) What was the impact of P. L. 480 sales on the commercial food grain
trade of the less developed countries?

2) What was the contribution of P. L. 480 shipments to food grain con=-
sumption in the less developed countries?

3) What was the effect of P, L. 480 programs on food grain production
in the less developed countries?

These questions will be treated separately, although they are inevita-
bly related. For example, while P. L. 480 might have stimulated food

grain consumption, did it at the same time depress domestic production



or foreign commercial trade patterns for these grains?

P. L. 480 does not operate in the LDCs alone, but these countries
have long been its major concern., The magnitude of P. L. 480 sales to
these countries has raised controversy about the impact on their econo-
mies, Food grains are important to this study because from the start,
food grains have been the bulk of all P, L, 480 shipments. Also, food
grains are prominent in the diet of the LDCs,

The first question, or what may be called the "P., L. 480 trade ef=-
fect",‘covers the conditions under which P. L. 480 sales to the LDCs
may have been a substitute for, or an addition to, their foreign com-—
mercial food grain imports; the answer to this question may also help
determine whether Po L. 480 shipments have provided new markets for,
and hence increased commercial exports of, United States food grains.

The second question deals with the "P, L. 480 consumption effect",
or "welfare effect", and the objective is to find out by how much, how,
and which regions of the LDCs have been favored by the law's massive
food grain shipments, Finding P. L. 480's contribution to the LDCs!
total level of food grain consumption can shed some light on the lawt's
response to their increasing food needs, which result primarily from
population and per capita income increases., It is not intended, how-
 ever, to provide normative statements that the law's consumption effect
is large or small, nor to suggest an Yoptimum" level of contribution.

The third question concentrates on where, how, and under what
conditions P. L. 480 might be used to promote an increase in food grain
production in the less developed countries, This may be called the

"P. L. 480 production effect."



Review of ILiterature

For the reasons mentioned above, most studies of P, L. 480 have
dealt with its impact on the economies of individual recipients or
groups of recipients. The relationship of P. L. 480 commodities to
economic development, trade, prices, and consumption has been the sub~-
ject of research done on, among others, India, Turkey, Israel, Colombia,
Pakistan, Korea, Brazil, Greece, and Egypt. Most of these were general
studies and emphasized the law's importance for the economic develop-—
ment of the country under studya2 These studies, however, allow no
aggregate statement of impact on the ILDCs, because the impact differed
from one econoﬁy to another, and in some cases conflicting conclusions
emerged about the law's effects on these recipients. S. R. Sen wrote
that Indian commercial imports ". « o.have not been lower than normal in
spite ofs o .large imports under P. L. 480, o o o"> But Alfred Kahn,
writing on Israel, found Title I of the Act to be ". . .at the expense
of normal commercial sales, rather than going to satisfy incremental
demands generated by the program its,elJ‘.‘a"I+

Frank D, Barlow and Susan A, Libbin investigated in detail the
economic effects of food aid to Turkey, Greece, Spain, Colombia, Israel,
and India, emphasizing Title I of the Act. Their results were generally

positive. For example, food aid benefited! almost all sectors of the

2A bibliography of these studies on individual recipients i1s given
in Appendix E, p. 168.

3"Impact and Implications of Foreign Surplus Disposal on Underdevel-
oped Economies ~The Indian Perspective," JFE, XLII, No. 5 (1960), 1035,

A"Agricultural Aid and Economi¢ Development: The Case of Israel,"
QJE, IXXVI, No. 4 (1962), 590,



Israeli economy, and in India allowed the government to continue its
overall development projectse. Greece, Spain, and Turkey had reached
stages of growth at which the availability of food aid stimulated fur-
ther growth. For all except India, Title I commodities allowed greater
flexibility in planning the use of agricultural resources. Most of the
six countries adopted measures such as price support programs to reduce
food aid impact on prices of domestically produced farm products.5
Aggregate studies of the P. L. 480 impact on economic aspects of
the LDCs taken together can be divided into theoretical and descriptive
studies, and empirical studies., Some early, general work tried to re~
late surplus disposal (or P. L. 480 in particular) to different econom~
ic phenomena in recipient countries, especially the ILDCs, In 1954
the Food and Agriculture Organization of the United Nations (FAO)
drafted principles for foreign surplus disposal, with the goal of in-
creasing the recipients! consumption of surplus commodities without
either causing world prices of these products to fall, or producing
"tharmful interference with normal patterns of production and inter-
national trade.'"é Concessional commodities should promote increased

7

consumption, consumption which would not otherwise have taken place,

5 Food Aid and Agricultural Development (Washington, De. Co: U. S.,
Department of Agriculture, Economic Research Service, Foreign 51, 1969).

6United Nations, Food and Agriculture Organization, Food Aid and
Other Forms of Utilization of Agricultural Surpluses: A Review of
Programs, ‘Principles, and Consultations (Commodity Policy Studies,
No. 15 ? 1961-&9 Pe 179

7D; A. FitzGerald, Operational and Administrative Problems of Food
Aid (Rome: Food and Agriculture Organization of the United Nations,
World Food Program Studies, No. 4), 1965, po 7.




These principles failed in practice because of disputes over the defi-" -
nition of "normal patterns of production and trade."

In 1954-1955 the FAO did a pilot study of the uses of agricultural
surpluses to finance economic development in the IDCs without competing
with domestic production or usual import sales of the recipient coun=-
tries., India was chosen for this study, which concluded that the goal
could be achieved when 1) the recipient is putting forth the maximum
effort at development without the surpluses (acquisition of surpluses
thus making possible further development), and when 2) consumption in-
creases to the full extent of the surpluses added to the supply.8

Numerous studies followed which tried to evaluate P, L. 480 in
terms of the FAO principles.9 In 1958 John H. Davis concluded that the
law has succeeded in moving surpluses out of the United States and in
boosting coﬁsumption in some of the LDCs, but that it has been less
than successful in assisting recipients! economic development, reducing
their need for United States dollar aid, and stimulating United States
export markets.lo Mordecai Ezekiel recommended further studies to ob-
tain concrete results about using surplus food to finance economic de-
velopment. He stressed that present evidence, while inconclusive,

suggests that under favorable conditions and good administration, food

8V. M. Dandekar, The Demand for Food, and Conditions Governing
Food Aid During Development (Rome: Food and Agriculture Organization
of the United Nations, World Food Program Studies, No. 1), 1965, p. 25.

9For example, see J. Richter, "Agricultural Surpluses for Economic
Development," JPE, IXIV, No. 1 (1956), 69-73. See also seminars and
discussions on the "Impact and Implications of Foreign Surplus Disposal
on Underdeveloped Economies," JFE, XLII, No. 5 (1960), 1019-83.

lo"Surplus Disposal as a Tool for World Development - Objectives
and Accomplishments," JFE, XL, No. 5 (1958), 1484-96.



aid may produce positive results.11

The following year, Ali Ahmed Attiga defined the conditions under
which United States surplus food might be used as a source of capital
formation in the ILDCs without disrupting either world agricultural
trade patterns or domestic agricultural production and prices in the
countries in question,12 Also in 1959, Robert M. Stern concluded that
it seems "o . olikely that other food exporting countries have been
displaced to some degree as a consequence of United States surplus dis~
posal efforts, in particular those under P. L. 480,"> He suggested
further examination of the effect of these programs on competing ex-
porters and the underdeveloped countries., Deena Khatkhate argued, in
1962, thét surplus disposal in the IDCs did not affect agricultural
production adverselyolh Franklin Fisher's work in 1963 presented a
theoretical framework for the impact of food surplus disposal on recip=—
ients!' agricultural production. His conclusions were based on theoret-
ical answers to the questions 1) How large and serious a discouragement

to domestic agriculture is the importation of foreign food surpluses?

11"A.pparent Results in Using Surplus Food for Financing Economic
Development," JFE, XL, No. 4 (1958), 923.

12Opportunities and Problems of Using United States Food to In-
crease Capital Formation in Underdeveloped Countries, Agricultural Eco-
nomics Pamphlet No., 103 (Brookings: South Dakota State College Agri-
cultural Experiment Station, 1959).

13"The Regional Pattern of World Food Imports and Exports," Welt-~
wirtschaftliches Archiv, Band 83, Heft 2 (1959), p. 266,

1L*"Some Notes on the Real Effects of Foreign Surplus Disposal in
Underdeveloped Economies," QJE, LXXVI, No. 2 (1962), 186-96., See also
comments on Khatkhate's article by Christopher Beringer and Walter P.
Falcon, QJE, LXXVII, No, 2 (1963), 317-26; and by Mahmood Khan, QJE,
IXXVIII, No. 2 (196L), 348-L9.



and 2) Given the type of expenditures for economic development to which
the receipts from surplus food sales are devoted, by how much do such
expenditures offset any negative effect of the surplus by (directly or
indirectly) encouraging development of domestic agriculture?l5

In the late l%O's the question of comprehensive studies of
P. L. 480 arose, In 1967 Harry Johnson asked whether the damage done
to the LDCs' export earnings was greater or less than the benefits de-
rived from the surpluses received. No- study in response to this ques~
tion has yet appearedo16 This study will attempt to begin answering
the question, limiting itself to food grain trade, consumption, and
production effects in the LDCs, Similarly, Earl O, Heady and John F,
Timmons admit that there are ". . .no quantitative studies which re-
flect the global outcome over doncr, recipient, and third countries of
our aid - a necessary level of measurements if we are to know the net
effectso"l7

There have been no systematic empirical studies of P. L. 480 trade,
consumption, or production effects in the LDCs, However, reference to
these effects appears in studies done by the United States Department

of Agriculture and the FAO, The USDA, estimating future world demand

for wheat, food grains, and total grains, refers briefly to the impact

15"A Theoretical Analysis of the Impact of Food Surplus Disposal
on Agricultural Production in Recipient Countries," JFE, XLV, No. 4
(1963), 863-75.

‘ 16Economic Policies Toward Less Developed Countries (2d ed.;
New York: Frederick A. Praeger, 1968), p. 92.

17"Objectives, Achievements, and Hazards of the U. S. Food Aid and
Agricultural Development Programs in Relation to Domestic Policy," 'in
Alternatives for Balancing World Food Production and Needs (Ames: The
Towa State University Press, 1967), Po 192,




of concessional sales of surplus products on this demand. An FAO study
on world grain consumption from 1955-1956 to 1963-~196L indicates that
in developing countries ", . .almost half of the increase in the food
use of grains was due to higher consumption of wheat, which was made
possible mainly through larger importsof this grain on special terms."18

In 1969, however, Per Andefsen tried empirically to measure the
extent to which food aid (P. L. 480) substituted for commercial food
imports of twelve recipient countries from 1964 through 1966. This was
only a part of the major objectives of his study, which were to

o o oestimate the value of food aid to recipient countries

relative to other types of aid, the cost to donor countries

using the opportunity cost principle, and the efficiency of

foo@ aid relatiye to Qtper types o? aig9in obtaining eco-

nomic progress in recipient countries,
Andersen's study was based mainly on data obtained through a mail sur-
vey conducted during 1967-1968. Questionnaires were sént to 441 per-
sons, representing fourteen P. L. 480 recipients (developed and less
developed, as defined by this study), who were considered to be "knowl-
edgeable on economic development and external economic assistance pro-
grams and needs." With a 20% response, his statistical analysis con-
cluded that ". . .during the period 1964-66, each bushel of wheat ex-
ported under P. L., 480 reduced the quantity of wheat imported commer-

cially by the aid recipient by about two-fifths of a bushel." Then he

18nited Nations, Food and Agriculture Organization, "Trends and
Patterns in World Grain Consumption," Monthly Bulletin of Agricultural
Economics and Statistics, XIV, No. 10 (1965), 13.

19"The Role of Food, Feed, and Fiber in Foreign Economic Assis-
tance: Value, Cost, and Efficiency" (unpublished Ph.D. dissertation,
Oklahoma State University, 1969), p. 158.
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used the estimate for wheat again to establish estimates for food,
feed, and fiber also.

This study differs from Andersen's in methodology and objectives,
and should provide different results, because here the less developed
countries are taken tagether, only food grains are considered, P. L. 480
consumption and production effects are examined along with the trade
effect, and the base period of investigation is different,

In summary, the need for this study is based on these factors:

1) &n aggregate study of the impact of P, L. 480 on the LDCs, with
special reference to their food problems, is called for to supplement
the widely disparate existing studies on individual countries.

2) Evaluation of the effects of P. L. 480 shipments on the level of
food grain consumption in the LDCs requires judgment on whether these
shipments were added to domestic food grain supplies, replaced other
food grain aid, or displaced commercial food grain imports,

3) There has been no systematic empirical study of P. L. 480's trade
effect on food grains in the IDCs; most existing work has been colored
by value judgment.zo This'study accepts the responsibility for such an

empirical inquiry.

zoJohn Pincus wrote, in Trade, Aid and Development: The Rich and
Poor Nations (New York: McGraw-Hill, 1967), p. 325:
There is no way of dumping more than $1 billion worth of
free food on the world market each year without affecting
trade and prices. Po. L. 480 wheat and flour marketings
alone amount to as much as one-~fourth of world trade
annuallys, « » oIt is clear that some P. L. 480 exports
substitute., « oNorthern exports, mainly grains, However,
we have as yet no good basis for estimating how much these
surpluses substitute for commercial exports, rather than
supplement them,
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Methodology

P, L, 480 Trade Effect

<£ii1h order to find out whether the LDCs have imported commercially
more or less than their expected level of commercial food grain imports
(had P. L. 480 not been enacted), an annual average of their projected
level of commercial imports of food grains for 1954-1956 and 1959~1961
will be calculated. The first period represents the early years of the
law, when its interest in the LDCs was not yet a priority., The LDCs?®
share in wheat and flour shipments in 195h/557 for example, was only
28%, but had grown to LO% by 1955/56 (see Appendix D.), For total
grains these percentages were 25% and 28%, In the second period, thg
law's programs were more fully underway, and concentrated on the LDCs
by exporting to them over 80% of P. L. 480 wheat and flour in fiscal
1959 and fiscal 1961, This percentage was over 70% for total grains.

During both periods the international prices of grains remained
relatively stable, Studying these periods, then, will allow a wider
investigation of P. L. 480's effects, as they are observed at two
different stages of the law's operation.

Regression analysis will be used to determine the projected
levels, using 1951-1953 as the base period. In all three periods, an
average of three years will be preferable to single years for avoiding
problems of short-run fluctuation and cumulative effect in the esti-
mates. One of the following four alternatives will emerge:

A) P. L. 480 as a perfect substitute for commercial imports:
their actual total food

when projected commercial food grain imports;;}grain imports (includi
ing P, L. 480 shipments
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B) P. L. 480 as a perfect supplement to commercial imports:

their actual total

. . e s food grain imports
when projected commercial food grain lmports<:tw'the full amount

of P. L. 480 sales
C) P. L. 480 as part substitute and part supplement to commercial

imports : their actual total food
grain imports by less
than the full amount
of P. L. 480 sales

when. projected commercial food grain imports

D) P, L, 480 as neutral to commercial imports:
when concessional sales under the law do not occur.

Estimates will be drawn for the LDCs' expected commercial imports
of food grains from 1) the United States, 2) other free developed coun-
tries, 3) the LDCs themselves, and h) all sources taken together.

These estimates will be helpful in indicating how much of the commer-
c¢ial imports from these;sources has been substituted or supplemented by

P, L. 480 shipments.,

P, L. 480 Consumption (Welfare) Effect '?Q/M

Food grain consumption in the less developed countries is based on
domestic production mainly, and so P. L. 480 should not be expected to
contribute these countries' total food grain consumption. Nevertheless,
the share of P. L. 480 food grain shipments as a percentage of the
LDCs* total consumption of these commodities will be calculated for
each of the two periods under study, and will be referred to as the
law's consumption (welfare) effect in these countries. Although many
generalizations are offered - some by the law itself - about the

contribution of P. L. 480 to world hunger in general and food grain

shortages in particular, little effort has been made to measure this
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contribution on an aggregate basis with emphasis on the LDCs, An esti- .

mate of the P, L. 480 food grain consumption effect in the LDCs is not
intended to provide normative statements on how large or small the ef-
fect should be, but rather to measure the extent of the contribution of
this massive surplus aid program to overcoming the LDCs® food shortage.
In addition, an estimate for the LDCs! income elasticities of food
grain consumption before and after the enactment of the law will allow
general statements such as whether or not these countries!' food grain
consumption, during the law's operation, responded differently to
income from that of the base period before its enactment, Comparing
these income elasticities is important because of the fact that the law

hoped to stimulate the recipients!' food consumption.

P, L. 480 Production Effect

Many studies on P. L. 480 have focused on the law's impact on eco~
nomic development in general, and production in particular, in the
recipient countries., Various measures - land reform, improved seeds
and fertilizers, agricultural education and research, easy credit,
irrigation and marketing facilities ~ have been used in the LDCs to
expand agricultural production, including that of food grains, Rather
than simply repeat established findings, this descriptive part of the
study will correlate the experiences of the LDCs in light of their
P. L. 480 purchases, and try to reach general conclusions on where,
how, and under what conditions P. L. 480 may have been used to contri-

bute to an increase in food grain production in theseccountries.,



14

Source of Data

The statistical information about the LDCs! food grain production,
acreage, exports, imports, and economic variables such as per capita
income and population, are compiled mainly from publications of the
UN (United Nations), FAO (Food and Agriculture Organization of the
United Nations), USDA (United States Department of Agriculture), and

the OECD (Organization for Economic Co-operation and Development).
Definitions, and Organization of the Study

In this study, P. L. 480 will be understood as a short name for
the Agricultural Trade Development and Assistance Act as amended since
its enactment in 1954,

The term LDCs (Less Developed Countries) will follow the United
Nations classificatioh to cover all the countries of non-communist Asia
(except Japan), Latin America, and Africa (except the Union of South
Africa). The LDCs will be subdivided into nine regions to facilitate
investigation of the three P. L. 480 effects. These three entire con—
tinents will be referred to collectively as the less developed conti-
nents, or regions, of the world for the purpose of making general
historical statements.

For the purposes of this study, food grains are those grains or
grain equivalents (prepared products which include grains, such as
rolled wheat and cornmeal) which are intended for human consum.ptiono21

The term food grains thus includes wheat, wheat flour, rice, corn, rye,-

21‘S:I'.milar to the United Nations Standard International Trade
Classification scheme for cereals (SITC),
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barley, . sorghum, millet, and oats. This definition tries to avoid the
arbitrary distinction between "food grains" and "feed grains." Wheat,
for example, is used to make bran which is used for feed. And some of
the so-called feed grains - corn, barley, and oats ~ are commonly used
for food in the less developed countries. Yellow corn, for example, is
a traditional food staple in rural areas of Egypto22

The next chapter will outline the less developed countries! eco-
nomic conditions before the enactment of P. L. 480, with emphasis on
food grains. An examination of the factors affecting the LDCs' demand,
supply, and foreign trade of these products will provide the background
for Chapter III, which will discuss P. L. 480%s magnitude and histori- -
cal development, and their relationship to these countries. ‘
Chapters IV, V, and VI are reserved for P. L. 480's trade, consumption,
and production effects respectively. The study will be summarized and
concluded in Chapter VII, A series of appendixes will record data and

information too detailed for extensive inclusion in the body of the

dissertation.

22Haven D. Umstott, Public Law 480 and Other Economic Assistance
to United Arab Republic (Egypt) (Washington, D. Ce: U. S., Department
of Agriculture, Economic Research Service, Foreign 83, 1964), p. 25.




CHAPTER II

THE LESS DEVELOPED COUNTRIES BEFORE P. L. 480:

EMPHASIS ON FOOD GRAINS

Any anticipated comtribution of P. L. 480 to the economies of the
less developed countries depends upon their need for the commodities
supplied by the law., It thus becomes important to find out the key
variables affecting these countries‘ capacity to meet their own growing
need for food, a result primarily of population and income growth.

The poverty problems of the less developed countries are compli-
cated, and related to many economic, social, political, and cultural
factors. This chapter will present a statistical and historical eco-
nomic background of these countries' poverty before P. L. 480,
restricting its scope to those problems and issues which were connected
with their food grain trade, consumption, and production. It will
offer answers to questions on the degree of the LDCs*® self-sufficiency,
on their imports and exports, and on the effect of their increasing
population and income on their demand for the products in question.
Finding these answers will mean analyzing factors such as production,
land area, yield; international trade, and agricultural policies toward
food grains in the LDCs., These economic factors will be examined under
three general headings: the LDCs! food problem in the 1950's; a supply
and demand approach to the LDCs! food problem; and the LDCs! food

problem in relation to foreign trade.
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The Food Problem in the ILDCs in the 1950's

World attention has been focused on the problems of underdevelop-
ment only since World War II, L. J. Zimmerman offered a succinct
explanétion for the emergence of world consciousness at this particular
moment in history:

In the period preceding 1830 - i.e., during the classical

epoch - economists wrote nothing but Inquiries into the

Nature and Causes of the Misery of Nations. During the cen-

tury between 1830 and 1930, the belief in economic progress

was so great that it was postulated instead of analyzed in

economic theory. The third period, World War I, and espe-

cially the World Crisis of the 1930's, meant the end of the

belief in an unbridled economic progress. AfteerrldWhr]I‘

economists as well as politicians began to realize that
practically everything that had been said in the past about
economic progress referred to Western countries alone.l

Gunnar Myrdal has explained the same outcome from a more humanis-—
tic point of view. Hw saw World War II as a "shaking of the founda-
tions", a destruction of established power structures, one of which was
the British Empire., Suddenly millions of éubject peoples were released
from colonial and despotic domination; and the new nationalism which
emerged was marked not only by a demand for liberty, but by a demand
for equal opportunity with other peoples, #All wanted economic as well
as political development.2 The Cold War, another consequence of World
War II, created an international division into two camps, each domi-

nated by one of the superpowers. The adherents of both camps eagerly

court the favor and political support of the emerging new nations

1Poor Lands, Rich Lands: The Widening Gap (New York: Random
House, 1965), ppe 5-b.

“Rich Lends and Poor (New York: Harper & Brothers, 1957), pe 7.
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through the most attractive means; they offer developing nations, on
easy terms, grants or donations of capital to help finance development
and the achievement of other nationalistic aspirations.3

The LDCs share some common development problems, although they

differ among themselves in many other respects. Universally, per capi
ta incomes are low, social overhead capital is limited, illiteracy is
higho Most of the populations live by agriculture or some other form
of primary production; creative business and government administrators
are lacking; cultural conditioning affects development negatively; the
nations depend‘on the export of primary products’for foreign exchange.
Of all these issues,LF the food problem has attracted the most
attention, perhaps because the lack of an adequate diet in these coun-~
tries symbolizes most poignantly their universal poverty. It has been
referred to as a real example of the Malthusian race between population
growth and food production. In the 1960's, many economists recommended,
as a solution, control of the LDCs' population, increased food produc-
tion in both developed and less developed countries, and promotion of
food aid from the developed countries to those less developed, Malthus
himself, over 150 years ago, recommended only population check as a
remedy to world food problems; he generally discouraged giving the poor
charity, because in doing so, "'. . .the same produce must be divided

among a greater number, and consequently a day‘'s labour will purchase a

3Harry Johnson, The World Economy at the Crossroads (London:
Oxford University Press, 1965), p. 72

hOthers are balanced versus unbalanced growth, trade versus aid,
political instability, investment criteria, import substitution, the
preconditions to take-off, population, and industrialization.
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smaller quantity of provisions, and the poor therefore in general will
be more distressed.'"5
This study does not extend itself to include the treatment of non-
grain foods, such as meat, eggs, fats and oils, milk products, and
sugar; grains are the major food stuffs in the LDCs, and the main
source of protein. Grains may be safely considered an indicato;, if
incomplete, of the food problem of these countries. In Gochrané's

words: "Food and grains are almost synonymous to those dealing with

the world food problem‘,"'6
The Food Problem: A Demand and Supply Approach

Unreliable statistics make it impossible to estimate accurately
the extent of the world food problem, or the number of persons suffering
from hunger and malnutrition. But with or without numerical measure-
ments, there is no doubt that the suffering is widespread and that the
sufferers are numerous.

The food problem of the less developed countries can be expressed
as a supply of food grains insufficient to meet their increasing demand
for these products. Domestic production of food grains, however inade-
quate, is the principal source of grains in the less developed coun-—
tries; this section will discuss domestic production (Tables I and II),

followed by an explanation of the determinants of their demand for the

5FromPopulation: The First Essay, quoted in Contemporary Econom-—
ic Problems and Issues, by Thomas J, Hailstones, Bernard L. Martin, and
~ Frank Mastriamna (2d ed.; Cincinnati: South-Western Publishing Com~
pany, 1970), p. 485.

6The World Food Problem: A Guardedly Optimistic View (New York:
Thomas Y. Crowell Company, 1969), p. 50.
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products in question, and finally an examination of their food grain
imports, which attempt to fill the gap between domestic production and
demand.

Table I shows that between 1934-1938 and 1948-1952 world grain
production increased 9%, from 651 million tons to 710 million tons.
Wheat and maize, followed by rice, were by far the largest grain crops
in that period.7 Both developed énd less developed regions contributed
to this increase, but at widely different rates. The less developed
regions' grain production increased by only 6% in that period, as com-
pared with 12% for the developed regions, much of it owing to Africa,
since Asia showed only a 5% increase and Latin America none. North
America and Oceania are responsible for the expanded grain production
of the developed regions; the damage of World War IT caused Western
Europe a slight drop in grain production, and reduced the Soviet Bloc's
share of world grain production from 23% in 1934-1938 to 19% in 1948~
1952, By comparison, North America expanded its share in world grain
production from 17% to 24% in these same periods.8 Of the less devel-
oped regions, Asia is the principal producer of grain, producing about
L0% of the worldts grain in 1934-1938, 38% in 1948-1952, Latin America

and Africa taken together produced only 9% for both periods.

7F° C. Schlomer, "Developments in World Grain Production by Type
of Grain and Region, 1951-57, and Outlook," Monthly Bulletin of Agri-
cultural Economics and Statistics, VIII, No. 3 (1959), 13.

8In fact, the United States' share in world production of wheat,
corn, oats, barley, rye, rice, and all grains was 15.7%, 555, 30.7%,
10.5%, 1o4%, 1.3%, and 20.4% respectively in average 1950-195L. See
U. S., Department of Agriculture, Prospects for Foreign Trade in Wheat,
Rice, Feed Grains, Dry Peas, Dry Beans, Seeds, Hops (Washington, D. C.:
Foreign Agriculture Service, 1961), pe 3e
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The modest improvement in grain production in the less developed
regions loses its impressiveness when per capita grain production is
considered (Table II). These regions produced 224 kilograms of food
grains per person in 1934-1938, less than half the portion of the devel-
oped regions. Production fell to only 192 kilograms in 1948-1952, a
drop of 14% (25% for Latin America alone). The developed regions
achieved a 6% increase, a spectacular 31% in North America alone. The
gap between per capita grain production in the developed and less devel-
oped regions has widened from 246 kilograms in 1934-1938 to 305 kilo-
grams in 1948-1952, reflecting the latter's rapid population growth.

Grain area (Table I) increased by 18% in the less developed regions
between 1934-1938 and 1948-1952, which was not enough to prevent a drop
in per capita grain area from Q.48 acres in 1934~1938 to 0.46 acres in
1948-1952, These figures are roughly half the per capita grain area in
the developed regions (Table II). During these same periods grain area
was cut by 29 million acres in the developed regions with the exception
of North America, which showed a slight increase in grain area, There-
fore, even though their total grain area has been expanded, the less
developed regions' per capita grain area has declined because of their
population growth. Per capita grain area in the developed regions has
been reduced because of both populaﬁion growth and reduction in total
grain area,

North America alone has expanded grain yields per acre by 49%
between 1934-1938 and 1948-1952, This increase was 34% for Oceania,
12% for the developed regions taken together. In the less developed
regions as a whole, on the other hand, yield per acre has declined by

10% in the same period.
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WORLD GRAIN PRODUCTION, AREA, AND YIELD PER ACRE HARVESTED
BY REGIONS, AVERAGES 1934-1938 AND 1948-1952

Region

Production

Area

Yield per Acre
Harvested

1934-38 1948-52

1934-38 1948-52

193438 1948.52

Less Developed

- millionmetric tong-million acres -

= kilograms -

Latin America 31 3 67 ‘69 .| uL&L  u50
Africa 26 32 97 111 265 287
Asia 260 272 511 616 | 508 by
Total 317 335 675 796 468 . b20
Developed
North America 109 169 245 257 | w3 659
- Western Europe 67 65 105 96 638 676
Oceania , 5 7 16 - 15 331 Ligly
E. Europe & USSR | 153 134 357 326 429 408
Total 334 375 723 694 462 538
World 651 710 }1,398 1,490 465 475
, = = = IndAces (1934-38) = 100 = = =
Less Developed .
 Latin America 100 100 | 100 103 100 98"
Africa 100 123 100 114 100 108
Asia 100 105 100 121 100 87
Total 100 106: 100 118 100 90
Developed
North America 100 155 100 105 100 149
Western Europe 100 97 100 91 100 106
Oceania : 100 140 100 9 100 134
E. Europe & USSR | 100 88 100 91 100 95
Total 100 112 100 96 100 116
World 100 109 100 107 100 102
Source: Lester R. Brown, Man, land, and Food: Looking Ageag at

World Food Needs (Washington, D. C.:
ture, Economic Research Service, Foreign 11, 1963), pp. 50, 53, 56,

U. S., Department of Agricule
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TABLE II

PER CAPITA GRAIN OUTPUT, AND AREA, BY REGIONS,
AVERAGES 1934-1938 AND 1948-1952

Regd o | Per Capita Grain Oﬁtput Per Capita Grﬁin Area
gion 193%5-1938 | 1968-1952 | 19%-1938 | 1948-1952
’ = = = kilograms « = = - = = 8Cres « « =
Less Developed
Latin America 25 190 .55 b2
Africa 158 161 «59 56
Asia 231 197 A5 A5
Total . : 224 192 A48 A6
Developed
North America 768 1,006 1.73 . 1.53
Western Europe 247 234 «39 «35
Oceania 455 538 145 1.15
E. Europe & USSR : 533 453 1.24 v 1.10
Total 470 497 1.02 .92
World 307 284 66 .60
- = - Indtces (1934=38) = 100 = = =

Iess Devel oped

Latin America 100 75
Africa ’ 100 102
Asis ’ 100 85
Total o 100 86
~Developed
North America 100 131
Western Europe 100 95
Cceania : 100 118
E. Europe & USSR 100 85
" Total 100 106
World 100 93

Source: Brown, Man, Land,and Food, pp. 52, 55.
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The low productivity in food grains can also be attributed to other:

factors besides the limited cultivated land.9

In many densely popu-
lated LDCs, marginal product of labor in agriculture - the abundant
factor of production - was low, and declined from 1934-1938 to 1948-
1952 because labor was assisted by only very limited capital inputs such
as fertilizer, irrigation facilities, pesticides, improved seeds, agri--
cultural research, and mechanization., Fertilizer consumption has been
low and stable in the less developed regions (two kilograms of chemical
fertilizer per acre in 1938 and in 1950/51), principally because of
ignorance about the value of fertilizer and about methods of applica-
tion, and because of the lack of production and distribution facili=-
ties. In addition to rainfall, many of the LDCs, especially in Asia,
depend on irrigation for water and for the moisture needed to absorb
the available nutrients., Irrigation facilities, pesticides, improved
seeds such as hybrid corn, and the use of agricultural mechanization
and research have all been limited by the scarcity of capital in these
countries, and the unwillingness of farmers to adopt new techniques of
production, In 1948-1952, then, the gap between yields per acre in the
developed and the less developed regions was 188 kilograms.

While there has been only slight expansion in food grain produc-
tion in the less developed regions, their demand for food, particularly
food grains, has grown rapidly. Growing populations and incomes are
the main causes., In these regions, increased numbers means an addi-

tional requirement for food grains specifically. Also, since these

9Full treatment of factors limiting agricultural production in
general, and grain crops in particular, in the less developed regions.
is found in Brown, Man, land, and Food, pp. 83-115,
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areas have low standards of living, a large part of their increasing
income is spent on food grains for the betterment of these standards,
depending upon the size of their income elasticity of demand for these
products.10 When .increased demand is not met domestically, a need
arises for foreign imports. The response of foreign imports of these
products to the greater demand that results from income growth in these
countries is called the income elasticity of food grain imports (pers
centage change in per capita food grain imports divided by percentage
change in per capita income)., Table III on the following page shows
the LDCs! population growth.

Normally, a high birth rate in the LDCs was balanced by a high
death rate, but public health practices in operation since the 1940's
have upset this balance. Table ITI shows that the LDCs® population in=~
creased from 946 million to 1,107 million at an annual rate of 1.1%
between 1938 and 1953-1955, a much steeper rise than that of the devel-
oped countries, which was .7% for the same period. This rapid increase
in population makes the achievement of satisfactory living standards
impossible: 1t aggravates the shortage of capital, diverts capital
away from development, and creates a dense agriculﬁural population in
relation to the area of cultivated land., The average farmer under such
conditions cannot make an adequate living for his family, especially
when poverty prevents his applying modern technological improvements

in agriculture,

10Income elasticities of demand for food in the ILDCs were men-—
tioned as 0.5 - 0.7; see Thorkil Kristensen, The Food Problem of
Developing Countries (Paris: Organization for Economic Co-operation
and Development, 1968), p. 15.
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TABLE III

ESTIMATES OF POPULATION AND GROWTH RATES "BY ECONOMIC AREAS,
1938. 19531955 AVERAGES

Population ] Annual Growth Rate

Eeonoule Aveas 1938 [1953-1955] 1938 to 1953-1955

S - = million - = - - per cent - -
~ Less Developed Countries (LDCs) 946 1,107 1 1
Africa 162 210 1;8
‘Latin America 134 177 1.9
Asia - 650 720 o7

Developed Countries A 556 626. : o7

Communist Countries® ’ il 904 1.3
Torld Total ) "I 2,247 2,637 1.1

aU. S. S. R., Fastern Europe, mainland China, ‘North Vletnam. North
Korea, and Mbngolia.

Sourcet Arthur B. MAckle, Foreign Economic Growth and MArket
Potentials for U. S Agricultural Products (Washington, D. C.: U, S.,
Department of Agriculture, Economic Research Service, Foreign 24,

196 )s Pe ?3.
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Other less important factors affect the demand for food grains.
Many people, for example, must live at the subsistence level on locally
produced food, because of limited transportation and distribution
facilities in the LDCs. A social factor may enter into the preference
for food: as the LDCs begin to imitate Western ways, people may eat
more wheat and less rice, which has been the traditional dish. Also,
education develops awareness of the relationship between nutrition and
health, On the other hand, some demand for food grains may be discour-
aged by a reduct}on in the prices of meat and fish, and by attitudes
about thrift, which may be engendered by religion. Further, government

policies may encourage (through nutrition programs) or discourage

(because of balance of payments difficulties) this dema.ndoll
The LDCs!' Food Problem in Relation to Foreign Trade

The LDCs depend heavily on foreign markets to supply additional
food grains, and so their food problem is necessarily related to their
foreign trade. Their capacity to import is affected not only by need,
but by ability to pay, by government policies, and by trade relations,

The major flow of world trade is traditionally from and among the
developed countries. So the less developed countries depend more on
the developed countries than on themselves for both their exports

(mainly primary products) and their imports (mainly manufactures),

11Lester R. Brown, Food Consumption and Expenditures: India,
Japan, United States (Washington, De Co: U, S., Department of
Agriculture, Economic Research Service, Foreign 42, 1962), pp. 1=3.
See also E. 0. Pollock, "Is the World Changing Tts Eating Habits?"
Foreign Agriculture, XX, No., 6 (1956), 6-7,
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As a group, the less developed regions depend for foreign exchange
upon the export of primary products (food, agricultural materials,
minerals); these were almost 90% of their total exports in 1913 and in
1953012 Fluctuations in prices and export earnings from these primary
products has caused these regions to bend their efforts toward diversi-
ty in the export sector, and emphasize domestic industrializationo13

Several points can be made about the foreign grain trade of the
less developed regions before and after World War II., Primarily, these
regions collectively were nelther major exporters nor major importers
of grains, Table IV shows that the individual shares of both the United
States and Canada in world grain exports in 1953 exceeded those of all
leading less developed grain exporters together. In terms of imports,
Table V indicates that Western Europe imported more wheat and flour,
corn, barley, oats, and rye than the less developed regions combined
from the turn of the century until the mid-1950's. However, the less
developed regions' share in the imports of these products has grown,
reaching, in 1949/50 - 1951/52, 39.1% of total world wheat exports, and
about 20% for barley., Since rice production, consumption, and trade
are dominated by Asia, and since Western Europe is not a major rice-
eating region, the less developed regions, especially the Far East,

imported 87% of total world rice in 1952-1956.

1%Pawl Tamartine Yates, Forty Years of Foreign Trade (London:
George Allen & Unwin, Ltd., 1959), p. 240,

131ndustrial products that require relatively unskilled labor and
modest capital investment, and that can attract world buying power and
promote export growth., See Hal B. Lary, Imports of Manufactures from
Less Developed Countries (New York: Columbia University Press, 1968),




GRAINS: MAJOR EXPORTING COUNTRIES: 1913 AND 1953

. TABLE IV
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Gralns as

Grain Share in World Per Cent of
~ Exports Grain Exports [Nation's Export
1913 | 1953 | 19130 | 1953 1913 {1953
' - $ million -« | - per cent - - per cent -
Developed Cquntrieg ' . ‘
United States 204,7 |1,027.0] 11,48 | 28.70 | 8.k 6.6
Canada 163.3 | 906.8] 9.16 | 25.3t 8.8 | 214
Australie 18.9 271.9] 2.74 7.60 J14.3 13.9
Germany iz | 6] 630 | o8] uz | o
Netherlands 203.0 20,5 11.38 | 0.57 f16.4 1.0
Romania 8646 -1 s8] - |eés.8 -
‘Russia - 274.8 - 15.41 - 35.1 -
Total | 61233 | 62,39 |
Less'Developed Countriesy
Argentina o9 | 38u.0| 13,17 | 10.73] 856 | 3209
Siam 36.8| 213.6] 2.06 | s5.97] 86,1 | 66.2
India wzis | 176a] 827 | .92 17.8 9.9
Indochina w2l 8.5 2.1 ) 1.08f 8.3 | 39.8
Malay%' 20,6 11.4] 1.66 | 0.31] 149 1.4
. Total 27.27 | 23.01]
Other? 203.1 | 522.0] 11.40 | 14,60
World Total jt,783.3] 3,577.9 100.0 | 100.0

apeveloped and less developed.

Source: Lamartine Yates, Forty Years gi Forelgn Trade, p,.zhl.




TABLE V

PERCENTAGE DISTRIBUTION BY REGIONS OF AVERAGE ANNUAL
WORLD IMPORTS (GROSS) OF SELECTED GRAINS,
1909-1913 TO 1952/53 - 1956/57

30

5 E Og 8 @ . nd
'g 'E’, 10 3 o S o 9] - |
Cormodity :‘a’ LeoXl B8l jut N 3 2
and Period Ed [828:| 35|24 (54 |2 |8 (98
Wheat & Flour -
1909 - 1913 31 .2 88.0 3.6 1.0 2.2 10"" 802 308
1924 - 1928 27.9] 77.2 | 4.9 | 1.7 6.7 { 1.6 {14.9% 7.9
193"’ - 1938 3307 70.6 9.9 1.8 10.)4‘ F 1.7 v 23.8 5.6
1949/50-1951 /52 | 18.3] 53.1 | 8.1 15.3 |22.8 § 2.9 |39.1] 7.8
1952/53-1956/57 | 18.2] 52.3 }10.2 {5.5 {20.2 { 3.5 |39.4] 8.3
Rice : v
1909 - 1913 4,9l 27.9 | 2.8 1.6 |5t.2 | 4.8 |60.4 {11.7
192"’ -- 1928 203 16.“’ 2.9 102 66.7 305 ) 7'4'.3 9.3
1934 - 1938 1.3§ 14.2 | 4.2 1.2 |73.5 | 4.0 | 82.9] 2.9
1952 - 1956 1.2] 8.8 | 5.7 | 2.6 }173.7 | 5.1 |87.1}] 4.1
Corn’
1909 -~ 1913 | 30.4] 89.0 0.2 {0.2 0.1 0.6 | 1.11 9.9
1924 -~ 1928 | 21.0! 88.0 0.3 | 0.1 0,3 | 0.6 | 1.3{10.7
193“’ - 1938 32.6 8306 002 001 2.2 Oou’ 2'9 13.5
1952/53-1956/57 | 26.0] 81.6 | 0.1 0.8 | 7.8 | 0.4 | 9.1} 9.3
" Barley - '
1909 = 1913 | 18.6] 98.6 | 0.1 } 0.3 } 0.1 | 0.3 0.8 0.6
193% <« 1938 33.21 88.4 | 0.4 J1.1 2,0 | 2.8 6.3 5.3
1952/53-1956/57 § 17.5] 69.1 0. 1.4 }17.8 | 0.5 | 19.8 J11.1
Qats }
1909 - 1913 [ 28.3] 93.7 0,3} - f 0.6 J] 0.2} 1.1} 5.2
1924 - 1928 f 25.3] 85.9 | 0.6 [ 0.8 ] o4 | 0.7 | 2.5)11.6 .
193 .- 1938 § 13.6] 83.7 | 2.2 0.7 | 1.1 1.5 | 5.5}10.8
1952/53-1956/57 3.61 57.8 | 1.6 {1.4 | o4 - 3.4 | 38.8
Rye : '
1909 - 1913 - | 945 | - - - - - | 5.5
192"'" - 1928 - 79-7 - - - - - 2003
1934 - 1938 - | 82.9 - Jo.5 - - 0.5 J16.6
1952/53-1956/57 0.4] 72.4 - fo. - - 0.7 |26.9

@Includes Eastern Europe, U. S. S. R., North America, and Oceania,

Source: Stern, "Regional Pattern," p. 253.
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These regions!'! net grain trade, as shown in Table VI, reflects a
growing need for foreign grains. These regions collectively were net
exporters of all grains, wheat, rice, and corn. Individually, they
were all net exporters of corn, all except Asia were net exporters of
wheat, and only Asia was a net exporter of rice,

By 1948-1952 the situation was drastically reversed. In aggregate
terms, these regions became net importers of total grains, wheat, and
rice; and net exporters of corn, with only about one million tons as
compared with almost seven times that much before the war. Asia became
a net importer of total grains, wheat, rice, and corn; Africa became a
net importer of total grains and wheat; Latin America of wheat and :
rice, although it continued to export most of the less develOpedregioﬁsV
corn, partly because of expansion in grain area in the early 1950's,

As the less developed regions came to depend more on foreign grain
sources, their imports from the major grain exporters, especially the
United States, increased substantially. Almost half of the United
States'! total exports of wheat and barley went to the less developed

regions in 1952/53 - 1956/57‘,“F
Conclusion

Several conclusions emerge from the preceding analyses which help
to explain the position of the LDCs.and the United States in the world
food grain trade, Clearly the LDCs needed more food as their popula-
tions and incomes increased., Domestic production of food did not re-

spond fast enough to keep pace with demand, and these countries experi-

thtern "Regional Pattern," pp. 258-59.
9 P



32

TABLE VI

LESS DEVELOPED REGIONS' TRADE IN GRAINS: TOTAL AND NET TRADE IN WHEAT,
RICE, CORN, AND ALL GRAINS, AVERAGES 19341938 AND 1948-1952

Total Trade
Exports Imports
Wheat | Rice Corn Al% Wheat Rice Corn Al%
Grains Grains
= « = 1,000 metric tons = = =
Average,
1934-38
LatinAmerica} 3,445 108§6,610 ) 11,1471 1,668 342 23 2,068
Africa 535 120 670 1,671 430 400 40 1,001
Asia 1,030 8,990 770 4 11,6571 1,900 } 6,910 230 9,470
Total 5,010} 9,21818,050 { 24,4751 3,998 | 7,652 293 12,539
Average,
1948~52
LatinAmerica § 2,000 25141,200 ¢y 4,161 § 2,849 363 60 3,315
Africa - 5531 266] 373 1,69501,502 | 183-| 278 | 2,025
Asia 3341 3,252] 162 4,43215,455 {3,303 | 213 | 10,327
Total 2,68713,76911,735 110,288 ] 9,806 §3,849 551 15,671

#Wheat flour is included as wheat equivalent.
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TABLE VIe-Gontinued

Net Trade
Region Exports — Imports =
Wheat Rice Corn . Wheat Rice Corn .
Grains _ Grains
= = = 1,000 metric tons = - =
Average,
1934-38
Latin America} 1,777} . . {6,587 9,079 . e 234 . . . e
Africa 105) . . 630 670 . . 280 . . . .
Asia . . 12,080} 540} 2,187 870 .
4
Total 1,01241,56617,757 ¥11,936 . . . . .
Average,
1948-52
Latin America . e o o J1,140 842 849 y 112 . . e
Africa N 83| o5 .. 1,000 .. |.. 330
Asia . e . . . .. 5,121 51 31 5,895
Total . . o o 1,184 . e 7,119 80 . . 5,383

Source: Brown, Man, Land, and Food, pp. 62, 65, 67, 70.
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enced a decline in all per capita grain production, per capita grain
area, and yield per acre between the pre-World War II period and the
early 1950's., Food grain imports were restricted, however, by their
limited foreign exchange, as they became net‘impofters of food grains.
Since the LDCs could not produce enough food domestically to allow
for a moderate standard of living as their economic growth continued,
foreign imports were increased to fill the gap. As the LDCs import more
and more, and confront payment, they feel forced to increase théir ex-
ports of primary products, long their mainstay in foreign exchange, or
of their infant manufactured goods, which can hardly compete with those
of the developed countries., Further, they must deal with the market
fluctuations which imperil trade in primary products. Faced with dete-
riorating terms of trade, and the trade policies of the developed coun-
tries, especially the United States,,15 many LDCs have turned to indus—
trialization and commercial policy for more stability. Foreignexchange
is then used for both food (cheaper food, and thus grains), and capital
goods needed for development, All these faétors gave rise to a decline
of per capita annual availability of food grains for consumption in the
IDCs from 216 kilograms before the war to 194 kilograms in 1948-1952,

less than half of that in the developed countries (Table VII),

15The United States has tariffs and quotas in addition to export
subsidy on some primary products which are exported in competition with
the IDCs internationally. Grains, cotton, and tobacco are under some
form of restriction. Removing these restrictions and moving toward
freer trade was believed to be in the United States' interest, as more
efficient allocation of resources, enhancing United States economic and
political relations, and contributing to development in the poorer na-
tions. D. Gale Johnson, "A Sound Trade Policy and Its Implications for
Agriculture," Annals of the American Academy of Political and Social
Sciences, Vol. 331 (September, 1960), 8-13,



TABLE VII

. PER CAPITA ANNUAL GRAIN PRODUCTION, NET TRADE, AND AVAILABILITY
BY REGIONS, AVERAGES 1934-1938, AND 194819522

35

Ttem 1935-1938 | 1948-1952
: - = = kilograms - = =
Developed Regions
Production - , 470 497
Net Trade , +#5 -5
Availability : 485 L92

Less Developed Reglons

 Production | 22l 192
Net Trade -8 +2

Availsbility v 216 194

- 8Plus sign = net imports; minus sign = net exports.

Sourcet Brown, Man, land,and Food, p. 1i9.
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The United States is a major world grain supplier, exporting more
grains yearly than all the LDCs-togetherﬂ In recent years, a growing
amount of her grain exports have gone to these countries., While other
major grain exporters have been seeking markets in the LDCs, the United
States has instituted P. L. 480, a major export program for the dispos-
al of accumulated United States agricultural surpluses.

Primary among the policy goals of %o'Lo 480 is the United States?®
hope that the surpluses may help meet the food and development needs of
the IDCs, and establish future commercial markets in these countries,
Success in meeting these goals has ramifications for both United States
foreign policy and the LDCs! development plans., Has surplus disposal
helped ease the LDCs*! food problem by providing food grains beyond what
these countries would have imported in the absence of P. L. 4807 How
far has P. L. 480 helped to meet these countries' growing need for food
grains? Has P. L. 480 displaced the grain exports of nations in compe-
tition with the United States? - These questions require answers on an
aggregate level, considering the universality of the LDCs' food problem
and the international spirit of P. L. 480, In this law United States
interests and those of the LDCs come together, for the former wishes to
be rid of agricultural surpluses, and the latter wishes to relieve a
food problem and accelerate economic development.

Chapter III will-trace the historical circumstances out of which
P. L. 480 grew, and will discuss the law itself, its provisions and the
controversy surrounding it. A brief outline of P. L. 480°'s three ef~-
fects in the IDCs (trade, consumption, and production) will prepare for

the detalled examination of these effects, in which the success of the

law rests, “in'Chapters IV, V, and VI,



CHAPTER III
PUBLIC LAW 480
Historical Background

Agricultural prices in the United States, at low levels after
World War I, declined further after the crash of 1929, Roosevelt's
administration responded to the need in 1933 with majof legislation im-
posing high support prices for agricultural productsol These priceés
were raised in World War IT to stimulate an increase in domestic agri-
cultural production, which had slackened, a result typical of wartimeo2
After the war, these'support levels were not reduced fast enough to
prévent the accumulatlon of food suppliesa -Also, technélogical advance
in United States agriculture contributed to an increase in total farm
production of about 50% between 1940 and 1958, and caused a large inven-

tory problem. Thus, by the early 1950's, the United States government

1For full detail on the historical development of these laws see
D, Rasmussen and Gladys L. Baker, "A Short History of Price Support and
Adjustment Legislation and Programs for Agriculture, 1933-1965," Agri-
cultural Economic Research, XVIII, No. 3 %1966)v 69-78,

2Par:‘i.ty acts before and after World War II had the common objec~
tives of

o o ofirst, raising prices and/or incomes to some level that

is considered a standard of equality (parity) with non-

agriculture, and second, adjusting agricultural surpluses in

order to realize the price and income goals.
Robert Tontz, "The Evolution of *Agricultural Parity*" (Ph.D. disserta-
tion, Oklahoma Agricultural and Mechanical College [now Oklahoma State
University], 1952), p. 118.

or7
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had accumulated a formidable agricultural surplus which amounted, by
1955, to $4,572 billion for all commodities owned by the Commodity Cre-—
dit Corporation (CCC), $2,297 billion in wheat alone. Domestic dig=.
posal measures such as school lunches and donations to charitable
organizations were insufficient for the growing problem., Exports of
agricultural products under special government programs reached between
60 and 70% of total United States agricultural exports from the post—
World War II period through the Korean action. But in the early 1950's
these agricultural exports fell off sharply from 1.2 billion dollars in

b Thus the foreign

1950-1951 to only 0.5 billion dollars in 1952=1953,
disposal programs were unable to solve the surplus problem,

For foreign policy reasons, the United States avoided extensive
foreign disposal outlets: such programs could harm world trade in, and
prices of, the products in questiono5 The FAO‘had tried twice, without
success, to estahlish international control over surplus disposélo The
first attempt was the International Commodity Clearing House (ICCH),
proposed in 1949 for the purpose of negotiating sales of surpluses in
nonconvertible currencies or at concessional prices., In 1955 came the
World Food Reserve (WFR), with the intended purpose of controlling the

disposal: of recurrent agricultural surpluses. Both were rejected,

mainly because of the lack of an international commitment on the part

3Statistical Abstract of the United States, 1969 (Washington, D.C.:
Government Printing Office, 1969), p. 606,

hCochrane, "Farm Technology;" p. 889,

5Frederick C. Dirks, "U, S. Exports of Surplus Commodities,"
International Monetary Fund Staff Papers, V, No. 1 (1956), 200.
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of the surplus-producing countries, and because of the difficulty of
achieving the proposed objectives through a single international
organization.6

United States food aid may be said to have begun in 1953, when the
United States Mutual Security Act was amended to allow the use of $250
million of foreign aid funds to buy surplus agricultural commodities.
Agricultural surpluses thus came into use in addition to and in substi-
tution for other forms of aid.7 In 1954, however, special legislation
was enacted, aimed mainly at disposal of agricultural surpluses and the
improvement of the United States' agricultural foreign policy. This
was the United States Agricultural Trade Development and Assistance Act,
| commonly known as P. L. 480. Although this Act provided the "most
comprehensive programs designed specially for disposal abroad of sur-
plus farm commodities other than sales",,8 pronouncements about its
other objectives were perhaps overly optimistic. It was hoped that in
addition to the accomplishment of its principal objectives, the Act
would also expand United States exports of farﬁ’producﬁs‘in excess of
usual commercial marketings Qithout disrupting world trade, prices, and
production of these products; and that it would stimulate economic

development in friendly nations by allowing them to pay for surplus

For more detail on these proposals, see United Nations, Food Aid
and Other Forms of Utilization of Agricultural Surpluses, pp. 12-13;
and J. P. O'Hagan and T. Lehti, "Some Economic and Policy Problems of
Food Aid;" Monthly Bulletin of Agricultural Economics and Statistics,
XVII, No. 2 (1968), 1-12,

7FitzGerald, Operational and Administrative Problems, p. 1.

8O. B. Jesness, Trade, Aid, and Surplus Disposal, Public Affairs
Noo 4 (St. Paul: Univeraity of Minnesota Agricultural Extension
Service and General Extension, 1961), pe 4o
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products with their local currencies, part of which might be returned
to them as loans or grants.9

P, L. 480 was enacted under three Titles, the first of which autho=-
rized seles of agricultural surpluses to foreign countries for payment
in their currencies, the use of these currencies (counterpart funds,
also called use currencies) being strictly limited by law., Title II
provided for donations of surpluses as foreign relief to disaster vic=
tims, and Title III (in two programs) gave welfare organizations, domes-
tic and foreign, donations of surplus food and allowed the CCC:to bar-
ter surpluses for goods needed for United States national stockpiles.
Title IV, passed in 1959, authorized the President of the United States
to make long-term, low-interest contracts for the sale of surpluses,
with payments to be made in dollars for a period of up to twenty years,

Amendments have expanded P. L. 480's original limits. In 1957 the
"Cooley Loans" amendment allowed AID to use up to 25% of the fund accu-
mulated under Title I for loans to American and foreign private busi-
nesses in order to increase their demand for United States agricultural
products. In 1961 an amendment to Title II authorized grants of surplus
agricultural commodities for development purposes in the less developed
countries. And in 1962, United States and foreign private trade enter-
prises were allowed to enter into dollar credit sales agreements,

In the early 1960's, the United States government began to see

P, L. 480 as a potential instrument of foreign policy. Though the most

hgricultural Trade Development and Assistance Act of 195k and
Amendments, comp. by Gilman G. Udell, Superintendent of Documents
(Washington, D. C.: Government Printing Office, 1966), p. l.
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important function of the Act remains that of surplus disposal, that
function has been expanded to promote "international trade in agricul-
tural commodities, to combat hunger and melnutrition, to further eco-
nomlc development, and for other purposes."lo The name "Food for
Peace", which referred to all food aid programs and was epplled meinly
to Po L. 480 in the early 1960's, reflected this changed attitude.ll
1966 brought further modification of the law. For one, the orig-
inal limitation of the law to surplus commodities was removed., A sur-
plus commodity, under P. L. 480, would now be designated as such by the
Secretary of Agriculture; its disposition would not ". . .reduce the do=-
mestic’ supply of such. commodity below that needed taméet domestic require-
ments, adequate ca:‘rryover;,‘,andpaz;ticipated_eXports,fbr.dollars;...”.,."l2
This new approach was of special help to India when she was faced with
starvation after the bad monsoon season of 1966, The law also empha-—
sized that P. L. 480 recipient nations are those which are already

moving to impvove their domestic agricultural production and to control

their population growth. As a third measure, the law now provided

10According to Cochrane, in The World Food Problem, p. 125:
+ o othe concept of foreign food aid has changed to an im-
portant degree over 50 years [since World War I]. Food aid
was first conceived as a weapon of war; next it was viewed
as a humanitarian gesture to starving people caught in the
aftermath of war; next as a political weapon to minimize
political unrest; then as a measure of disposing of unwanted
food surpluses; and now as a resource to be used in the
support of economic development.,

llPresident Kennedy established the White House Office of Food for
Peace on January 2L, 1961, Food for Peace, The Food Aid Program, and
Food for Freedom are all names for Public Law 480.

lzégricultural Trade Development and Assistance Act, p. 51.
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assurance of a progressive transition from sales for foreign currencies
to sales for dollars by Decembér 31, 1971. The transition began in
1966, with the transfer of dollar credit sales to governments and pri-
vate businesses abroad (Title IV of 1959 and its amendment of 1962) to
Title 1,2

P, L. 480's four amended Titles cover the following operations:lh
concessional saies are carried out under Title I. These include sales
for local currency, long-term dollar credit, and local currency credit.
Title IT covers donations and disaster relief, particularly in cases of
famine and malnutrition. Malnutrition relief goes mainly to children,
through preschool feeding and school lunch progf‘ams° Title II aid goes
also for general community improvement. Friéndly governments, private
and public agencies (including the United Nations World Food Program),
and non~-profit voluntary agencies which have been approved by the Advi-
sory Committee on Voluntary Foreign Aid administer this aid. The CCC
pays for the preparation and transportation of the aid. Under Title III
the CCC is authorized to conduct barter activities, in which P. L. 480
commodities are exchanged for foreign strategic materials and equipment
not produced in the United States in sufficient quantity for the na-
tional stockpiles; or for foreign economic and military aid to friendly
nations, partially for mutual security interest. This ald is carried

for the most part through private trade channels.

13A detailed analysis of these four Titles as of January, 1968,
appears in Andersen's "Role of Food, Feed, and Fiber," pp. 17-27.

11'*0.. Ho Goolsby, et al., Ps L. 480 Concessional Sales (Washing-
ton, De Coz U. S., Department of Agriculture, Economic Research
Service, Foreign 65, 1970), pp. 4=5.




43

Title IV - general "administrative provisions" and requirements -
states the philosophical, political, and economic intentions of the Act..
(P. L. 480 assistance, while meeting the needs of hungry people abroad,
serves the United States' interest also.) This Title defines agricul~
tural commodities as ". « .produced in the United States or menufactured
in the United States from an agricultural commodity." Two organiza-
tions have been founded under the authority of Title IV, one of which
helps farmers in recipient countries to increase their agricultural
productivity, and enables farm youths and leaders to visit the United
States, The other is an advisory committee which deals with general
practices such as terms of credit sales, conditions for self-help, for=-
elgn currency allocation, and exchange rates determination. It thus

acts as a built-in check system for the operation of the Act,
Issues Surrounding P. L. 480

During its seventeen years of operation, P. L. 480 has been the
subject of foreign and domestic disputes. Barl L, Butz, then Assistant
Secretary of Agriculture, anticipated some of them as early as 1955,
when he expressed the fear of upsetting world markets, international
relations, and world prices of the commodities handled under P. L. 48035
Domestic opponents feared the Act would become a "give-away" program,
"masking the loss" of the CCC in overseas transactions, and hindering

United States commercial sales. Domestic supporters considered the Act

a "permanent expansion of our exports of agricultural products, with

15"We Can't Just Send Oui Farm Surpluses Overseas," Foreign Agri-
culture, XIX, No. 1 (1955), 9.
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lasting benefits to ourselves and peoples in other lands."
International apologists argued P. L. 480's humanitarian effect of
feeding hungry people abroad, providing resources for economic develop-
ment, and finding new markets for United States farm products.17 How-
ever, critics insisted that the law is a "dumping policy", that it has
been a ", o o.crude technique of price~cutting and will have detrimental
effects on American commercial sales, as well as commercial sales of
friendly competing nations. . » 0"18 It would, they said, depress the
agricultural production of recipient countries by reducing their domes-
tic agricultural prices,19 and have a doubtful impact on their economic
development.20 Also, the use of the counterpart funds held by the
United States in and for the recipient countries drew criticism for being

restricted and inflexible, and because the currencies might cause.infla-

Bpeter A, Toma, The Politics of Food for Peace (Tucson: The
University of Arizona Press, 1967), po 41. :

175, S. Mann and Willard W. Cochrane, Food-for—Peace, Minnesota
Farm Business Notes No., 470 (St. Paul: University of Minnesota Agri-
cultural Extension Service, Institute of Agriculture, 1965), pe 3.

18R° L, Kristjanson, "Wheat," Annals of the American Academy of
Political and Social Sciences, Vol. 331 (September, 1960), 72. Also,
according to Cochrane, in "Farm Technology," p. 891:

Our first efforts at surplus disposal in the 1950's were

very crude, We turned our agricultural attachés into order

takers; we sent huckster teams around the world to find new

markets; we engaged in barter; we pushed our surpluses hard.

How much these concessional sales cut into the export mar-

kets of such friendly nations as Canada, New Zealand, and

Denmark we will probably never know. o o .We have become

sophisticated dumpers.

19

Fisher, "A Theoretical Analysis," pp. 863-75.

20Vinod Dubey, "Food Aid and Economic Development in Underdevel-
oped Countries," The Indian Journal of Economics, XLV, No. 177 (1964),
167"'970 .
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tion when spent in the recipient countries. Inflation would result be~-
cause these countries would always find it eaéy to use the currencies
to meet needed expenditures for economic development and defense, among
others, Also, the recipient countries argued that the use of the funds
was inflexible when they attempted to channel them into projects of
their own choosing rather than those supporting United States interests.
Further, national pride in the less developed recipients causes dis-
trust of what appears to be "charity" aid.21 Theodore Schultz recog-
nized another problem with these counterpart fundss

It is indeed a serious misconception to treat the vast sums

of foreign currencies that have been deposited and are being

deposited to the account of the U. S. Embassies abroad as if

they were hard money that will eventually be converted into

dollarse. o o oIt is high time that the United States adopt a

policy of reducing very substantially these exceedingly

large balances of U. S. owned foreign currencies.,

One additional issue related to the effectiveness of P. L. 480 is
its uncertainty in meeting the long-run economic plans of the LDCs,
There is no assurance of its continuation, or of its future sales con-
ditions. It is not suggested here that P. L. 480 sales should go on
forever, but they cannot be stopped abruptly when they are counted on

as economic resources for development plans in these countries. Indian

authorities, for example, have emphasized that India

L 5an Dessau, The Role of Multilateral Food Aid Programs (Rome :
Food and Agriculture Organization of the United Nations, World Food
Program Studies, No. 5), 1965, po 1.

221n "Impact and Implications of Foreign Surplus Disposal,"
p. 1026, For more discussion of the counterpart funds, see Edward S,
Mason, "Foreign Money We Can't Spend," Atlantic Monthly, May, 1960,
PPo 79586g and Khatkhate, "Real Effects of Foreign Surplus Disposal,"
pp. 186-96. ‘
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« « oshould not start any programme on the basis of P. L. 480
assistance which could not be later carried out with her own
resources with some tightening of the belt, if necessary, .

o o othere should be at least an informal, if not a formal,

understanding thaet the programme should continue for a cer-

tain minimum pes%od and should not be stopped half-way

without notice.

Reasonable precautions have also been mentioned for P. L.. 480, to
safeguard the usual commercial markets of the United States and assure
that the concessional sales will not endanger world prices of agricul-
tural products or the normal patterns of commercial trade with friendly
countries.24 Defending P, L. 480 against most of the above criticisms
will require the evaluation of some of these precautions.

One is the usual marketing requirements (UMR), which limits exports
to friendly countries and is normally based on the actual quantity of
commercial import during recent years. UMR may be changed if there is
a change in the recipient's ability to import commercially., Other pre-
cautions prohibit recipient countries from reexporting their received
P, L. 480 products without the United States' approval, and limit their
exports of products which are the same as, or like, the products of
Po L. 480 sales. A fourth safeguard assures that the United Stateswill
25

seek a "fair share" of the recipient's increased commercial imports.

In line with United States commercial trade assurances, there is a

23Sen,"I'mpactand Implications of Foreign Surplus Disposal,' p. 1033,
2')'*Goolsby, et al., Ps L. 480 Concessional Sales, pp. 19-20,

, 25P. L, 480 recipients must purchase a specific amount of their
foreign commercial imports of agricultural products from the United
States. This arrangement is called "tied sale" or "tied usual."  See
Harry W, Henderson, comp., Dictionary of International’Agiicultural
Trade (Washington, De Co: U. S., Department of Agriculture, Foreign
Agriculture Service, Agriculture Handbook No. 411, 1971), p. 147.
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provision for "third country consultation", whereby commercial competi-

tors of the United States who already have trade agreements with the

prospective P. L. 480 recipient are consulted before concessional trade
agreements are contracted.

But taking all of these precautions does not in reality guarantee
that there will be no negative effect from P. L. 480 on the economies
of the United States, her competitors, or the recipients.

Willard W, Cochrane has proposed seven ways to make the surplus
disposal programs more acceptable to the United States, her recipients,
and her competitors:

1) Surplus agricultural commodities will be used solely to finance eco~
nomic development, except when used for famine or disaster relief;

2) Should agricultural surpluses be committed to a foreign country for
a development project, they will become classified as "development
supplies" and become a part of the aggregate demand for United
States farm products;

3) Financing of aid would be arranged in a manner agreeable to the re-
cipient - grants, loans, sales for national currencies. The basic
objective would, as always, be accelerated economic development;

L) Recipients of surplus food aid must be able to demonstrate that
these "development supplies" have not reduced their '"normal" imports
from other countries;

5) Agreements to finance the purchase of other needed goods and ser-—

vices besides food aid should be undertaken;
6) United States competitors in commercial sales, who themselves have
considerable agricultural surpluses, should be invited to share in

the development ald programs.



7) Until a development aid program can be organized world-wide, the
FAO or another United Nations agency should have the tresponsibility
of distributing agricultural surpluses to needy nations.2

Cochrane made these same suggestions in his plan for connecting
the surplus disposal of agricultural products with domestic supply con-
trol to meet the surplus problem of the supply of food and fiber while
financing economic development in the LDCs.27 Clearly P, L. 480, with
all its effects on the economies of the recipients, the donor, and the
donor's foreign competitors, has not satisfied all of them; many issues

remain without satisfactory investigation or resolution.
P. L. 480 Magnitude and Components

Since the United States is a principal world food supplier, an
agricultural surplus disposal program of the magnitude of P, L. 480 can
be expected to produce some world-wide economic effects on recipient
countries and on the United States' competitors in the trade of partic-
ular commodities. Table VIIT on the following page shows the United
States' total relative share in world exports of selected grains,

Table IX gives the relative share of P, L. 480 in total United States
exports of agricultural commodities during the fifteen years of the
law's operation (1954-1969). This share was 23% ($18,623 million). By

comparison, the Mutual Security Programs (AID) had a relative share of

26"Public Law 480 and Related Programs," Annals of the American
Academy of Political and Social Sciences, Vol. 331 (September, 1960),
18-19.

27"Farm Technology," pp. 893-9%4.

-
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TABLE VIII

PERCENTAGE U; S, SHARE DE AVERAGE ANNUAL WORLD EXPORTS .(GROSS)
OF SELECTED GRAINS, 1854-1858 T0O 1952-1956

Grains {1854-1858[1884-1888 |1909-1913]1924=1928]19341938[1952-1956
-~ = = per cent ; - -
Wheat | 2U4.9 35.8 s | 22.1 8.0 33.5
Corn | 36.3 Wy.2 16,2 5.7 8.0 50.3
Rye .8 2.5 .7 3.3 ) 8.1
Barley | - 8 33 | 19.6 | 7.9 | 169
Oats - 2.6 4.3 11.8 5.7 11.3
Source: Robert M. Stern; "4 Century of Food Emports."lgxk;gg, XIII _

(1960), 58-60.
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TABLE IX

U. S. AGRICULTURAL EXPORTS UNDER SPECIFIED GOVERNMENTHFINANCED‘PROGRAMS:
VALUE AND PERCENT OF TOTAL AGRICULTURAL EXPORTS, CALENDAR YEARS '
: 1955 THROUGH 1969 AND JULY<DECEMBER 1954

|Poate [oacua,, | Zotal P. L. 480 [Mutuel Security (AID)
Law 480 |(AID) TQt‘I Ag. Exports Tota Ag. Exports
: ~Tillion doliars 4 , ~w=per cent -«
19{5111_1)6cJ 70 211 5 - 13
1955 767 351 2 , 11
1956 1262 - by 30 1
1957 1218 318 27 7
1958 1019 214 26 6
1959 1050 158 27 L
1960 1304 157 - 27 3
1961 1304 179 26 A
1962 144 35 29 *
1963 1509 11 27 ' ..
1964 1621 23 26 *
1965 1323 26 22 | *
1966 | 1306 47 19 1
1967 1229 33 19 1
1968 1178 11 19 *
1969 1018 n.a. . 17 n.a.
1955-69 | - o | ~ ‘
snd Jul- }18622 2223 23 3
Dec 1954
* means less than 0,5 percent ”. ' n.a. means not available

Compiled from: U. S., Department of Agri ign Ag ‘

.« S. ] griculture, Foreign Agricule
tural Trade of the United States (Washington, D, C.: ~FEconomic =
Ressarch Service, June, 1970), p. 7. g ‘
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only 3% ($2,223 million) for the same periode The P. L. 480 relative
share was highest in 1956 (30%), and lowest in 1969 (17%).

The concern here is primarily with the quantity of food grains
rather than with their quality, which may be measured in terms of pro-
tein and carbohydrate and vitamin content. By emphasizing quantity,
this study relies on what M. K. Bennett calls the

o o obroad but eminently reasonable assumption that people

are more deeply and fundamentally concerned with satisfyihg

their hunger than with pleasing their palates or obtaining

an appropriate balance of the nutritive elements.28
This assumption will likely prove even more correct when applied to the
less developed countries,

Having seen the importance of United States agricultural exports
among world exports, and of P. L. 480 exports to United States agricul-
tural exports, we may next examine the importance of food grains in the
P. L. 480 programs. From July 1, 1954, through December 31, 1966, food
grains and products in which wheat was the main ingredient made up 67%
of the value of all commodities shipped under P. L. 480, Food grains
have also dominated the programs administered under the individual
Titles. From 1954 to 1966 food grains accounted for more than 50% of
the total shipments to 38 countries under Title I (73% of all Title I
recipients), 68 countries under Title II (86% of all Title II recipi-
ents), and to all countries receiving foreign donations under Title IIL,
Food grains made up more thanISQ% of Title IV shipments to 27 countries

(72% of all Title IV recipients) between July 1, 1961, and December 31,

28Food for Postwar Europe: How Much and What? War-Peace Pamphlet
No. 5 (Stanford, California: Stanford University, Food Research
Institute, 1944),; pe 43
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1966.29 Table X on the following page further illustrates the impor-
tance of food grains, outlining the share of food grains in P. L. 480
shipments from July 1, 1954, through December 31, 1969; the share is

67%. Food grains dominated individual programs, except for donations
through voluntary relief organizations. Food grains were over 70% of

total P, L. 480 shipments under each of the programs.
P. L. 480 Interest in the LDCs

Although P. L. 480 programs encompass both developed and less de-
veloped countries, they have been of particular importance to the lat-
ter, United States concessional sales have been greater than commercial
sales to the LDCs since 1957, but the margin began to narrow in the late
1960's. In terms of grains, for example, the United States accounted
for nearly 98% of non-commercial wheat exports to the LDCs in the early
1960's; by the mid-1960's, this proportion had declined to 94%, and
during 1969 it dropped to 75%.>0

There are certainly purely practical reasons for giving food aid
to the less developed countries:

1) The LDCs need help, and the United States has the resources to meet
their needs.,

2) Establishing a foundation of friendly relations with the LDCs will
serve both world peace and the United States' national interest: by
the year 2000, the combined population of the LDCs will be four
times that of the developed countries,

29Calculations are based on several tables in U. S., Congress,
House, The Food Aid Program, 1966: Aunnual Report on Public Law 480,
90th Cong., lst sess., 1967, H.D. 179,

30Quentin M, West, "Developing Countries and U. S. Agricultural
Trade," War on Hunger: A Report from AID, IV, No. 5 (1970), 15.




TABLE X

PUBLIC 1AW 480 FOOD GRAIN EXPORTS, VALUE OF COMMODITIES SHIPPED, AND THEIR SHARES

IN TOTAL P. L. 480 EXPORTS, JULY 1, 1954, THROUGH DECEMBER 31, 1969

Government-to-
Sales Long-term Government Donations
for Dollar and Donations for Through Total
Cormodity Foreign } Convertible Disaster Voluntary Barter® | Public
Currency | Foreign Cur- | Relief .and Relief Law 480
rency Credit Economic Agencies
Sales Development
- = = =~ thousands of dollars = =~ = =
P. L. 480 Grains and
Productsb 8,325,057 | 1,193,547 850,001 932,823 1,232,794 §12,534,222
P. L. 480 Other Products® 3,437,180 392,078 265,798 1,497,532 498,384 | 6,090,972
Total P. L. 480 Exports 11,762,237 | 1,585,625 1,115,799 2,430,355 1,731,178 }18,625,194
: - = = = per cent - -
Total P. L. 480 Food Grains ) )
Total P. L. 480 Exports 0.707 0,752 0.761" 0.383 0.672

0.712

8fxcludes exports after December 31, 1962, made under barter contracts which result in balance-of-
payments benefits and rely primarily on authority other than Public Law 480,

bIncludes wheat, wheat flour, bulgur wheat, rolled wheat, corn, barley, grain sorghums. oats,
rolled oats, rye, mixed feed grains, rye flour, cornmeal, and rice,

®Includes fats and oils, 011 seeds and meal, dairy products meat and poultry, fruits and vege-

‘tables, and others.

Compiled froms U;S., Congress, House, 1969 Annual Report on Public Law 480'

91st Cong., 243 sess., 1970 H.D. 91=352,

Food for Peaéé;

€9
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3) If the LDCs become trading nations, and help expand United States
commercial markets, the food aid will have been a valuable invest-
ment for the future.

Mason summarized the United States!' interest in the less developed

. . . . . . . 32
countries as involving humanitarian, economic, and security purposes.

P, L. 480 and Other Food Aid Programs ; ;

Compared with P. L. 480 programs, food aid from other sources,
bilateral and miltilateral, has been limited indeed.3> Canada, France,
Auét%alié, and Wééthermanyr the only other countries with considerable
food aid programs, handleduéitotal of $251 million in aid from 1952
through 1963; the United States exported $9.9 billion during that same
period, mainly through P. L. 480.°%

Food aid provided by all multilateral agencies, such as the World
Food Program (WFP) and the United Nations Relief and Rehabilitation
Agency (UNRRA), totaled only $44 million in 1963, and increased to only
$91 million by 1968, a small amount compared with P. L. 480 sales. The
UN and FAO-sponsored WFP gives food aid to the LDCs to help meet emer-

gencies and finance economic and social projects. Yet from its incep-

31John Pincus, Reshaping the World Economy (Englewood Cliffs, New
Jersey: Prentice-Hall, 1968), pp. 62-63.

32"American Interests in Underdeveloped Areas," in America‘s For—
eign Policy, ed. by Harold Karan Jacobson (New York: Random House,
1960), ppe 55460,

33Other agencies such as UNICEF and the World Health Organization
provide a very limited amount of food to needy people in the LDCs.

3}"'Ffr'ank D, Barlow and Susan A, Iibbin, "The Role of Agricultural
Commodity Assistance in International Aid Programs," Foreign Agricul-
tural Economics (Washington, D. C.: U. S., Department of Agriculture,
Economic Research Service, Foreign 118, 1965), pe 1lh.
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tion in 1963 through 1969, the WFP disbursed only $267 million in aid
to developing countries, mostly in the form of wheat and flour. The
United States is the major contributor to the WFP, giving mainly food
(through P. L. 480), ocean transportation, and a small cash donation
(through AID). The United States® pledge to the WFP from the time of
its establishment until 1972 has reached $298.3 million.

The United States is also a principal participant in the Colombo
Plan, begun in 1951 to help further geheral economic development in

35 By mid=-1969 the United States had contributed about 87% of the

ASiaa
Plan's total aid of almost 3$30 billion, in the form of Ps L. 480 com=-
modities, industrial equipment, and AID assistance, with the goal of

increasing agricultural technology and production in the recipient

The Three Effects of P. L. 480 %

The preceding discussion of P. L. 480 suggests the following con-

countries.

clusions., However diversified many of P. L. 480's aims and concerns
may be, the Act's trade, consumption, and production effects in the
LDCs have occupied most of the studies of this systeme.

The following chart puts together the main economic variables and
the types of problems involved in analyzing these three effects.
Although some of the less developed countries are net food grain ex—
porters, as a group they are net importers of food grains, as the chart

shows, In addition, the chart summarizes the main questions of the

35The other major donor countries are the United Kingdom, Canada,
Australia, New Zealand, and Japan. Henderson, Dictionary of Inter-
national Agricultural Trade, p. 25.
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coming three chapters:

A) Were P. L. 480 sales substitutes for, or supplements to, the net
commercial trade of food grains of the less developed countries?

B) Whet.were the income elasticities, and the contribution of P. L. 480
sales to the food grain consumption, of the less developed countries?

C) What was the effect of P. L. 480 on the production of food grains in
the less developed countries, especially through their domestic

agricultural policy?



CHAPTER IV %

i

P. L. 480 TRADE EFFECT IN THE LESS DEVELOPED COUNTRIES
The Setting

P. L. 480 was enacted at a time when the less developed countries
were relying more and more on foreign sources of food grains, especially
the United States. Controversy has arisen over P. L. L80's effect on
their commercial grain imports. Have they increased their grain imports
because of P. L. 480 and at the expense of exporters in competition with
the United States, or have they considered these concessional supplies
to be additions to their commercial imports in order to increase their
food grain consumption? The diagram on the following page illlustrates
the possible situations of P. L. 480 shipments as complement, substi-

tute, or neutral (independent) to the LDCs' commercial impor’os.1

lComplementarity and substitution are used here in a broader sense
than the well-known Hicks definitions of the terms. According to Hicks,
g%y) 0; that is, as the
price of product Y (Py) increases, the demand for product X increases,
assuming that prices of all other products remain the same, and that the
consumer is income—compensated so as to leave him at the same level of
satisfaction as before the change in Py. With these same assumptions,

X is a complement ta Y if %);TY (O, and independent of Y if gﬁy = 0.

Commercial sales and most P. L. 480 shipments are valued at export mar-
ket prices; thus Hicks! definitions do not apply, for Py must be con-
stant as PY changes., However, commercial and P. L. 480 sales differ main-
ly in their terms of payments; the latter is "softer", allowing local
currency or long-term dollar payments, or being waived altogether. See
J. R. Hicks, Value and Capital - (Oxford University Press, 1939), pp. 309-
12,

producf X is a substitute for product Y if

ro
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Case I: P, L, 480 as a Perfect Substitute for Commercial Imports

The LDCs® demand and domestic supply of food grain (W) - wheat, for
example — are represented by D D and S S curves., .At the world price of
wheat, Wb per metric ton, domestic production (Oqo) falls short of meet-
ing the quantity demanded (oql) by a q, metric tons of imported wheat.
As D D shifts to D' D' as a result of a rise in per capita income, with
S S remaining the same, additional imports of 9, a4, metric tons of wheat
are expected at Wb, bringing the total commercial imports to 9, 9o I
P. L. 480 shipments are q, 9 metric tons éf wheat, then the law has
replaced all the commercial imports of wheat that would otherwise have
taken place. The same result of perfect substitution is obtained if
P. L. 480 shipments are less than or equal to, for instance, 9, 91
which are actual imports less than what was expected because of non-
income determinants of wheat imports. In these situations P. L. 480 is

a perfect substitute for commercial trade.

Case IT: P. L. 480 as a Perfect Complement to Commercial Imports

After the LDCs import commercially the quantity 9, 991 they may re-
ceive A q_3 metric tons of wheat from the United States under P. L. 480
as a humanitarian gesture to increase their food grain consumption, or
to introduce them to United States food grains for economic reasons,
since they may become importers. Actual imports are thus greater than
what was expected, and P. L. 480 is trying, through favorable taste and
preference for United States wheat, to cause a shift in the LDCs' demand

from D* D* to D" D", Therefore, P. L. 480 shipments of d metric

%4

tons of wheat are in addition to expected commercial imports, and are a



61

perfect complement to commercial wheat imports.

Case IIT:s P, L, 480 as Part Substitute and Part Complement to Commer-—
cial Imports

If, with the shift in demand from D D to D' D', the LDCs import

metric

q3‘
tons through P. L. 480, then the law substitutes expected commercial

commercially only 9, 9 metric tons of wheat, but receive 9

imports of 9 9 metric tons of wheat and complements that with the fur-

ther quant,ityq2 q3° In this case, P, L. 480 partially substitutes and

partially complements commercial imports of the product in question,

Case IV: Po L. 480 as Neutral (Independent) to Commercial Imports

In this case, as demand shifts to D* D', the LDCs*' actual commer-—
cial wheat import (q,o q2) is equél to what was expected in the absence
of Po L. 480, and they do not receive any shipment under the law,

Substitution and complementarity are not new ideas, and are not
confined to P. L. 480, Since World War II, numerous empirical studies
have attempted estimates of the elasticity of substitution in the in-
ternational trade of competing countr:i.eso2 Most of these dealing with
P. L. 480's trade effect onthe United States' competitors treated those
competitors individually: the impact of P. L. 480 sales on Canadian

wheat or Pakistani cotton, for example°3 Should a substitution effect

2
Robert M, Stern and Elliot Zupnick, "The Theory and Measurement of
Elasticity of Substitution in International Trade Kyklos, XV (1962), 580.

3For examples of the consequences of P. L. 480 on Canadian wheat,
and agriculture generally, during the early years of the law's opera-
tion, see Go Eeo Britnell, "The Implications of United States Policy for
the Canadian Wheat Economy," The Canadian Journal of Economics and
Political Science, XXII, No. 1 (1956), pp. 1=16.
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emerge from this study, it will be traced to find out whether it was at
the expense of United States commercial exports of food grains; those of
other developed countries; or those of the less developed countries.l+
Scanning the development of predictive trade models in recent years
will help explain the use of this study's modelfdrthe prediction of the
IDCs! food grain imports had P;I“~h8o notlbeen.enacted;i Originally
such models dealt with single countries on a short-term basis, but in the
1950's they became international in scope and outlined long-termtrends.
This change resulted from the increasing interdependence of the world
community, growing interest in the problems of underdevelopment, and
concern that development is proceeding so slowly in much of the world.
Also, more comprehensive models are possible now because reasonably
standardized economic data are becoming available from most nations.
Most current ﬁorld economic models are "gap models", one of which
hypothesizes rates of economic growth for £he LDCs, often unrealisti=-
cally, and derives their imports from the developed countries from these

growth rates, using import functions.6 Imports of the developed coun-

hFor this purpose, the world is divided into four parts: the United
States, other developed countries, the less developed countries (LDCs),
and the communist countries, The developed countries are Canada, Japan,
the countries of the EEC (European Economic Community) and the EFTA (Eu-
ropean Free Trade Association), Cyprus, Finland, Malta, Greece, Iceland, .
Ireland, Spain, Australia, New Zealand, and South Africa. The communist
countries are the U. S. S. R., Eastern Europe (4lbania, Poland, Bulgaria,
Czechoslovakia, East Germany, Hungary, Romania, Yugoslavia), and commu-—
nist Asia (mainland China, Mongolia, North Korea, and North Vietnam),

5H; Glejser, "Predictive World Models," in Megistos: A World In-
come and Trade Model for 1975, ed. by C. Duprez and E. S. Kirschen
(Amsterdam: North-Holland Publishing Company, 1970), pp. 3-15.

6For an explanation of explanatory variables usually used in import
demand analysis, see Edward E, Leamer and Robert M., Stern, Quantitative
International Economics (Boston: Allyn & Bacon, 1970), Pe 13,
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tries from the LDCs are similarly estimated. The difference between
these trade flows is called the LDCs! trade gap, which must be filled
by an influx of foreign capital and aid. Therefore, foreign aid is
based on the gap between the LDCs' foreign exchange earnings and import
requirements., Models by Maizels, Balassa, and the GATT are examples of
this approach. Since the objectives of this study are not to find the
"optimum" amount of foreign aid, or of food grains in such aid, needed
to fill the LDCs!' trade gap, the use of trade gap models here will not
be a.ppropriate.7
Other models projected grain imports of the LDCs to be the di?fer-
ence between their adjusted production and adjusted demand for thes“e"i
products. These models thus required a set of supply and demand équa—
tions.8 Although these equations include many assumptions and vari-

9

ables,’ income. and population were treated as key variables in the

7Several studies have tried to estimate aid requirements of the
IDCs: ..for example, Jaroslav Vanek, Estimating Foreign Resource Needs
for Economic Development (McGraw—Hill, 1967); and Robin Marris, "Can
We Measure the Need for Development Assistance?" The Economic Journal,

IXXX, No. 319 (1970), 650-67.

8In addition to the many FAO models, see John E. Hiitthison; James J,
Naive, and Sheldon K. Tsu, World Demand Prospects for Wheat in 1980
with BEmphasis on Trade by Less Developed Countries (Washington, D. C.:
U, S., Department of Agriculture, Economic Research Service, Foreign 62,
1970); and Donald W, Regier and O. H. Goolsby, Growth in World Demand
for Feed Grains: Related to Meat and Livestock Products and Human
Consumption of Grain, 1980 (Washington, Ds Ce: U. S., Department of
Agriculture, Economic Research Service, Foreign 63, 1970).

9Although Lars.G. Sandberg admits that "Projections of supply and
demand as well as estimates of price elasticities are all subject to
considerable error", he used a "set of projections for world production
of and demand for grain, given current prices and policies" in his study,
"International Trade in Grains: Projections and United States Policy,"
The Review of Economics and Statistics, XIVIII, No. 2 (1966), 161,
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demand for grains.

Skepticism about the effect of international grain prices on the
imports of these products by the LDCs has arisen because, from the mid-
1950's to 1960/61, export prices of grains fluctuated within relativély
narrow limits., Also, United States and Canadian policies of holding
stocks have kept prices within the agreed range of the international
wheat agreements.lo International prices may, after all, be invalid
as bases for judgment, because ". o othere are few foodstuffs traded
today on freely Qompetitive markets."l'l

Arthur B, Mackie recognized this positive relationship between per
capita incomes and the demand for agricultural products; he used regres-
sion analysis to predict world market potentials for United States"
agricultural products in 1980 through income elasticities of imports.12
He suggested that this methodology be used to study market potentials
for specific commodities also. This study, for different purposes, uses
Mackie's elasticities of imports approach for food grains to analyze
the P. L. 480 trade effect. Though other factors affect imports, such
as domestic supply, balance of payments, foreign exchange reserves, and
government trade policies, the change in per capita income is the most

critical, because it determines demand: ", . .if a general increase in
?

1OInternational.Wheat Council, Trends and Problems in the World
Grain Economy, 1950-1970 (London, April, 1966), pp. 15 and 5.
11

Stern, "Regional Pattern," footnote 3, p. 266,

12Foreign Economic Growth and Market Potentials; see also his ar-
ticle, "International Trade and Economic Growth," in Foreign Agricul=" -
tuiral Trade of.the United States (Washington, .D. Go:-.U.. S.,. Départment

of Agriculture, EconomicrResearch Service, March, 1964}, ppe 5-17:.
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the effective demand for agricultural and other products is not met

domestically, it will spill over national boundaries and increase the

total demand for impor'ts‘,"13

The LDCs will be divided into nine regions in order to facilitate [ )

7

aggregate comparisons among them for the purpose of studying P. L. 480 ,/

effects: for instance; which region or regions have been most influ- |
\\

enced by the law's three effects. The nine regions are Latin America, /

North Africa, West Africa, East Africa, West Asia, South Asia, South \

East Asia, Other East Asia, Far East and Ocea.nia.u’L Basic grain tradeﬁj}

15

data on these regions are available,

13 Mackie, Foreign Economic Growth and Market Potentials, p. 29.

1h1)Latin America: Central and South America and the Caribbean,
2)North Africa: Algeria, Egypt, Libya, Morocco, Sudan, and
Tunisiae

3)West Africa: Angola, Camaroon, Central African Republic, Chad,
Congo Republic (Brazzaville), Republic of Congo (Kinshasa), Dahomey,
Gabon, Gambia, Ghana, Guinea, Ivory Coast, Liberia, Mali, Mauritania,
Niger, Nigeria, Portuguese Guinea, Senegal, Spanish Sahara, South East
Africa, Upper Volta, and Togoe.

L)East Africa: Botswana, Burundi, Comoro Islands, Ethiopia,
Kenya, Lesotho, Mauritius, Malawi, Malagasy Republic, Mozambique, South
Rhodesia, Reunion, Rwanda, Somali Republic, French Somaliland, Swazi-
land, Tanzania, Uganda, and Zambia,

5)West Asia: Aden, Bahrain, Iran, Iraq, Israel, Jordan, Kuwait,
Saudi Arabia, Syria, Turkey, Lebanon, Qatar, and Yemen,

6)South Asia: Afghanistan, Bhutan, Ceylon, India, Nepal, and
Pakistan,. .

7)South East Asia: Burma, Cambodia, Laos, South Vietnam, and
Thailand.

8)Other East Asia: Hong Kong, South Korea, Macao, Philippines,

" Portuguese Asia, Ryukyu Islands, and Taiwan,

9)Far East and Oceania: Australian New Guinea, Brunei, New Cale-
donia, Fiji, Guam, Indonesia, Malaysia, West Irian, Papua, French Poly-
nesia, Sabah, West Samoa, Sarawak, and Singapore,

gt hur B. Mackie, et al., World Trade in Selected Agricultural
Commodities, 195165, Vol, II: Food and Feed Grains: Wheat, Rice, -
Maize, Barley, and Other Cereals (Washington, D. Co: U, S., Department
of Agriculture, Economic Research Service, Foreign 45, 1968).
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Table XI gives the LDCs! regional annual average imports of these

commodities by source of imports in absolute terms, and their population.

cxrsmmpms

o o o e ek B

for the three years before the enactment of P, L'.AQQ: Latin America

and South Asia led the other regions in wheat and flour andtotal grains
imports from the United States, other developed countries, the LDCs,
and all sources taken together. South Asia shows a heavy demand for
foreign grains (inexpensive food) because of low per capita incomes and
because of religious injunctions against meats among the two major
religions of the region. Hindus, the majority of the population, may
not eat beef; Moslems, most of the rest of the population, are forbid-
den pork. Rice and wheat thus consitute the main diet of South Asia's
incfeasing population, particularly in India and Pakistano16

Table XTI shows that, with the exception of South Asia and East
Africa, all less developed regions relied heavily on the United States
for total food grain imports shortly before the enactment of P. L. 480.
42% of these regions' annual total grain imports came from thelUnited
States, and at least half of their imports of wheat and flour, corn,
barley, and other cereals., Since the rice—eating countries in the Far
East (Monsoon Asia) produce the bulk of their domestic need, the United
States provided little of their total rice imports. The same is true
of Africa and Latin America, which depend more on wheat and other grains
than on rice as food staples. Barley has been another negligible im~
port; the LDCs have depended mainly on themselves for imports of barley

as well as for rice. Also, the less developed regions generallyconsid-

16

Over half of this region's: wheat and flour imports came from
the United States during average 1951-1953.



TABLE XI

LDGS? POPULATION, AND ANNUAL IMPORTS OF FOOD GRAINS BY SOURCE,
AVERAGE 1951 ~71953

LESS DEVELOPED _ COUNTRIES
Latin AFRICA Agmth - Far&East Grand
America North West East Total West South Eg:t Eas:r Total | Oceania Total
------- thousand inhabitants — = = - - -
Population 166971,00 }53713.00 8141441.00!63781 00 201936,00!614207.00 483281.00 5724,1.00152715.006 57444.00] 88736, 001115086400

Food Grain Imports T e e e - thousand metric  tons = « w.= = =
from United States2

Total Grains 2134.66 442,66 | 90.00 | 28.66 | 561.33 353.66 ) 2145.33 - 602,66 | 3101.,66 | 492.33'} 6290.00

Wheat & Flour 1651.33 437.00 | 79.33 13.66 | 530,00 | 315.00 | 1686.66 - 253,33 | 2255.00 ) 1442.66 | 4879.00
from Developed®

Total Grains 834,00 448,33 ]136.33 § 159,00 | 743.66 284.33 1 1157.00 ] 110,00} 352.66 | 1904.00| 383.33 | 386L.99

Wheat & Flour 820,00 | 44h33 |122.33 | 105,33 | 672,00 | 264.66 | 1136.66 | 109.66 296.33 | 1807,33 | 338.66 | 3638.00
from LDCs .

Total Grains 1188.00 52,33 | 93,00 | 168,66 | 314.00 219,00 | 1209.66 1,00f 406,33 |1835.99 | 1073.66 | 4411,66

Wheat & Flour 938,00 8.66 - 9.33 18,00 50,00 | 272.66 - - 322,66 - 1278.,66 -
from Communist ‘ T T

Total Grains - 108,66 - - 108,66 2,00 | 343.00 - 3.00 1 348.00 - 456466

Wheat & Flour - 92,00 - - 92.00 2,001 -~ - - 2,00 - 94400
from All Sources ] , .

Total Grains 4156.66 }1052,00 {319.33 | 356.33 ]1727.66 859,00 | 4855.,00 ] 111.00}1364.66 |7189.66 | 1949.33 ]15023.33

Wheat & Flour | 3409.33 982.00 }201.66 | 128,33 {1312.00 | 631.66 3096.00 | 109.66} 549,66 |4387.00] 781.33 | 9889.66

8Mainly commercial; however, some limited dollar sales were financed through United States foreign aid funds. .

bExcluding the United States.

Source:

Appendixes A and € -.

L9



TABLE XII

LDCS* ANNUAL FOOD GRAIN IMPORTS BY SOURCE AS A PERCENTAGE OF THEIR TOTAL
FOOD GRAIN IMPORTS, AVERAGE 1951 - 1953

less JDeVeloped

Countries
Food Africa Asia Far East
Grans Seurce auin South|other & | orema
: -] North j West | Enst jTotal } West }South] East{ East | Total | Oceania | Total
cremcecceceapIrCONt - - vrenenaa
United States 48 b5 39 § 11 ) 5 | 54y - | 46 | 5 57 W
Wheat Deve Countriesb 24 45 61 82 51 42 371100 | s% 121 i3 37
& 1DCs 28 1 - 7 3 8 9 - - 7 - 13
Flour Comm,Countries - 9 - - 7 - - - - - - 1
United States 88 23 sh 12 19 43 76 - - 56 } - L
Corn Dev, Countries - - 17 40 32 - - - - - - 11
Incs - 12 8 29 u7 39 57 24 - 100 Iy 100 3
Corm,Countries - 68 - - 10 - - - - - - b
United States 58 - - - - ? 2] - 20 .7 b 12
Rice Dav, Countries L - 26 10 t+ 3 8 | 18 - - 2 2 4 2
1DCs . iy 74 90 97 92 75 81 { 100 78 80 92 - 79
Comm,Countries - - - - - - 17 - 1 11 - 5
United States 43 - - - - - -] - 77 6 - 5
Barley Dev, Countries 2 - - - - 2 - - 19 16 - 1k
LDCs 55 100 1100 {100 100 98 - - 3 20 - 29
Comm,Countries - - - - - - - - - - - -
United States . 21 - - |- - w | 7l -« {991 7 - 66
Other Deve. Countries 30 - 38 55 30 4 3 - 1 3 100 5
Ceresls 10Cs 50 1100 61 | &5 70 & -l - - 6 - 9
Comm.Countries - - - | - - - 26 - - 21 - 19
United States L) 42 28 8 32 1%} by - e § 43 25 42
Total Dev, Countries 20 43 43 45 43 33 24 | 99 26 26 | 20 -26
Grains 1DCs 29 5 29 47 |- 18 25 25 1 30 26 | 55 29
Coum. Countries - 10 - - 6 - 71 - - 5 - 3

- indicates a negligible quantity,

aPercentages do not add to 100% because of rounding.

bEbtcluding the United States for all categories of grains,

Source: Several tables in Mackie, et al., World Trade in Selected Agricultural Commodities,

89
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ér barley, - and rye and oats - "inferior" as food to wheat products
and rice, which are universally regarded as "superior" cereals.17 Thus,
these regions, before the enactment of P. L. 480, looked to the United
States as their principal supplier of total food grains in general, and
of wheat and flour in particular, These two categories of grain will
receive special attention.18

Table XTI also shows the LDCs! reliance on themselves for other
types of grains, Far Fast and Oceania imported an annual average of
1073.6 tons of grains from the LDCs (1951-1953), none in wheat or flour.
In Latin America, Argentina is the United States! only important compe-

titor in exporting grainsto other Latin American countries and Europe.
Methodology

The functional relationship between grain imports by source of im-

ports and incomes per capita in the less developed regions (Table XIIT)

Ty,

s

will be studied using regression and correlation analyses., These anal-

yses will indicate whether a relationship exists or not and if so how

D AN A

strong it may be (degree of assoclation among variables); they will.also

e

e

acted (the dependent “variable Y for total grains and Yt for wheat and

D e NSO e SR

flour) when the value of the independent varlable (per caplta income of

the less developed reglons X)Jj;known for the perlods under predlctlon°

The method of least squares 1s commonly used to estlmate regress1on o

7Un:.ted Nations, Food and Agriculture Organization, The Economic
Relationships Between Grains and Rice (Commodity Bulletin Series, .

No. 39), 1965, ps 39
18

Unless stated otherwise, flour 1s in wheat equivalent.



TABLE XIIT

1DCS' ANNUAL INCOME AND IMPORTS OF TOTAL GRAINS AND WHEAT
AND FLOUR PER CAPITA, BY SOURCE, AVERAGE 1951 ~ 1953

V'PorCap-iuf;;f,. “Sexr . capita grain imports Crounds ) N
Incomee [ A) Tota}, Grains B) Wheat and Flour
Cumtrreso] from 1ce | TESR &GN £rom U, 5. Trom Doved from csf I A.
15.686 |  sh.882 § 21.803 10,827 | 12,385 45,015
2,148 43,178 17.936 18.237 +355 40,305
boaaes §oosam omen § sam e b saz6s
i : § s seso oz § o ) sem B
Total | 83.8590 b Bazs | s.tos “3.428 18.861 5.786 7.33% 196 18,323
West | 196.043 | 12.143 9.763 7.519 29.49% J 10.616 9.087 1.717 21,688
South ¥ " 59.792 9.786 - § 5.278 5.518 22,147 7694 5.185 1,244 14,123
é Sy wime - " %,236 .038 k275 - k.223 - h.223
Other 1 1318119 1 25306 - tmarhs | 16,993 | 57.072 10,554 12,393 T 22,967
totar {oromet | romon b o6ms b s ] a7k 6,060 1082 | suagts
t — ’
Far Bt ] meae | 12,272 9.52k | 26.675 18630 § 11.000 Bl - 19.412
ALY IXCe | 109.582 | 12,436 7,729 8.722 29.702 9.646 7.192 2.528 19.552

“#Although ‘these data were not adjus’c.ed for inequalities in purchasing power among nations, they reflect the relative
m'emu"in per cepits incomes. --Officisl exchange rates were used to convert incomes to U. S. dollars, Free or
fmport rates, or both; ‘were uwsed for countries with multiple exchange rates,
h&:c]xddzig&blhitod States. = #dncluding the commmnist countries.

- Gfpgentine, Brerii, Ocile, Solosbia, Casta Eica, Cubay - Bominican Republic, Beuador, Guatemala, Honduras, Jsmaics,
!!axieo, Paraguky, Peruy -and Yenezuela, :

-eEgypt; Mevoeco, Uganda, Bigeria,

fIreq, larsel, lebmoon, Sy¥is, Turkey, Csylon, Indis, Peicistan, Burma, Thailand, China {Taiwan), Republic of Korea,
and the Philippines,

Sources:  United Nations, Statisticg Yearbook, _ﬁg_ (Rew York: Statistical Office of the United Kations, Depart.mb
of Economic and Socdal Affa.u‘ 1970 and Intem,ltianal Movetary Fund, International Financial Statistics Supplement to

0L
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equations since, under certain assumptions, it gives an unbiased estima-
tion of the regression parameters, and is the most precise of all methods
of unbiased linear estimation (subject to smaller sampling errors).19

Table XITT is used for a cross-—sectional analysis of income and
grain imports per capita in the LDCs, to estimate these regression
equations for an average of the 1951-1953 period.20 A correlation
analysis will then measure the strength of the relationship. Based on
these regression equations, the LDCs' annual average expected commer-
cial food grain imports will be calculated for average 1954~1956 and
average 1959-1961, and will be compared with actual imports to deter-
mine the law's trade effect,

Table XIII shows fhat Latin America, with an annual per capita in-
come of $265, had the highest per capita imports of total grains (28
pounds from the United States, 55 pounds from all sources) and of wheat
and flour (22 pounds from the United States, 45 pounds from all
sources). By comparison, South East Asia, with a $56 annual per capita
income, had negligible per capita imports of total grains and of wheat
and flour, especially from the United States and the LDCs.,

This relationship between grain imports by source of import, and

income per capita in the less developed reglons (Table XIII) is repre—

e S AR ST

sented on the follow1ng page by two functional linear forms: double

Ay s £

o e S 0 NS S

logar:.thm:.c (log—l:.near) and arithmetic (Ilinear):

e AR B VP Sk SN TR

1950hn Neter and William Wasserman, Fundamental Statistics for
Business and Economics (3rd ed.; Boston: Allyn & Bacon, 1967), p. 521.

20Lack of data, especially for incomes in the less developed re-
gions before the 1950's, made it impossible to supplement Cross—
sectional with time-series analysis.




I) For Total Grain Imports

1) from the United States

A) log Y,, =

1t = % T Ppplog Xt Uy
B) Yy =8y * Kt Uy

2) from other developed countries

A) log Yo, = 8y + by log X + Uy

B)

Y., =a

2t +b2X + U

tt 2t

3) from the less developed countries

A) log ¥, =a

B)

3t 3t + bBtlog Xt + U

YBt = a3t + bBtXt + UBt

3t

_l) from all sources

A) log ¥,, = a

B)

where t = 1, 2, 3,0 o », 11 observations; Uit

log Xt + U

= e T P Lt

a,, +b X + U

YAt = Yt Lt Lt

8it and bit are the regression parameters.

A1)

A)

B)

21

4)
B)
31
A)
B)
')
A)

B)

II) For Wheat and Flour Imports

log Y'l =a',, +b' logX + U!

t 1t 1t t 1t
] =

Thiy =8l ¥Rk + Ulgy

log Yipy = alyy +Diglog X + Ulpyy
Tiop = 8fgy T 01 % + Uty

L = % [ 1 4

logYBt a3t+b3tlogXt+ U3t
Yo, =at,. +b', X + Ut

3t 3t 3ttt 3t

) 1 t
log Y + b hthg Xt + U

=2 Lt

= gt !
tht aht+bhtxt+ U'l+t

are the error terms where i = 1, 2,0 o oy 4; and

2zl
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Although both linear and log-linear methods presume a basic rela-
tionship between grain imports and incomes per capita, each is based on

a different a priori assumption.,21 A linear double logarithmic equation

S

is often used by econometricians in predictive models such as this,

partly because the income elasticity of importsis equal to the para-

i

meter (b), the regression coefficient which is constant for all values

of per capita incomes. Such income elasticity, when it is in evidence,

indicates the presence of a relationship between imported grain and in-

comes per capita at a given time, Whenrused to predict future imports,

e o, g,

this relationship assumes that regions with low per capita incomes will

follow the import pattern of higher income regions, as their per capita

incomes increase,

The double log-linear form assumes a constant income elasticity of

—re A A et ey o

O

1mports (a constant response of per caplta graln imports to per caplta

b s,

incomes in percentage terms) On the other hand, the llnear arlthmetlc

ng e A SR PRSI

functlonal relation implies a constant slope (marginal propensity to

1mport, which is a constant response of per caplta graln imports to per

S P AT,

caplta incomes in absolute terms) A dlsadvantage of us1ng only thls

S P

T

e

]

SR iy

pens1ty to import grain may diminish in favor of a greater demand for

zlSee Leamer and Stern, Quantitative International Fconomics,
ppe 17-18,

226 raham Hallett, The Economics of Agricultural Policy (New York:
Augustus M, Kelley, Publishers, 1970), pe 118.




Th

other, more expensive, types of food, such as meat, In other words,

if Fngel's Law applies to food grainsﬁ11the less developed countries,

the log-linear form will prove to be more efficient, Leamer and

Stern have written that "The use of the linear or log;linear form

might therefore be looked on as testi@g the significance of a parti-
cular functional form rather than the significance of the particular
explanatory variable."23 This study will use both the log (Method &)
and the arithmetic (Method B) linear functional forms in the regres-

sion analysis for both wheat and flour, and total gra:I'.ns.ZI+

23Quantitative International Economics, p. 18.

tht is acceptable to treat total grains here as one commodity,
since all types of grains have been expressed in metric tons.
Also, according to Hicks, ". . .if the prices of a group of goods
change in the same proportion, that group of goods behaves just as
if it were a single commodity." Value and Capital, p. 15.
This condition seems to exist, according to the International Wheat

[

|

</

Council study, Trends and Problems in the World Grain Economy, p. 15:

o o ointernational prices of wheat and coarse grains have
moved to a large extent independently. Nevertheless, the
similarity of the basic underlying conditions of supply for
all grains in recent years and the existing possibilities
of substitution among wheat and among coarse grains, as well
as some competition between coarse grains and lower quality
. wheats as feed, have ensured that during the last decade
wheat and coarse grains have followed the same trend.

However, an expected disadvantage of treating total grains as a single
commodity is that so doing may weaken the correlation coefficient (R2)

for total grains relative to those for wheat and flour. This is
particularly a problem for sources of imports, where the LDCs import
other types of grains which do not have (R2) as strong as those for
wheat and flour,.
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The assumptions of this linear regression model2‘ are

1. that the covariance between X, (the independent variables) and

U.., (the errors) is zero. So the random variables X, and U,

1t t

are independent of each other for all t and for all i;

75

t

2, that E ( U it) = 0. That is, the expected value of the errors is

zero for t = 1, 2,4 o ¢, 11 and for i =1, 2,. « «, 4;

3. that the variance of U it

E ( lIzit) = <r2 for all t and for all ij;

is homogeneous over time; i.e.,

L. that the errors ( [Iit) are independent of each other; i.e.,

tovar ( Usys IIij) = 0 for all t % j.

5. that X, are fixed (non-stochastic), and there are no errors in

t

their estimation for t =1, 2, » «, 11,

2
5See J. S, Cramer, Empirical Econometrics (Amsterdam:
Holland Publishing Company, 1969), ppe 83-87.

North~
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~ The'linear regression equations have been estimated from Table .XIII,

using Methods A and B, in the following form:

I) For Total Grain Import

1) from the United States

(0. 4359) N
, R = 0,62
B) Y, = =0.3152 + 0.1085 X
(0.,0278) N
2 = 0063

2) from other developed countries

A) log Y, = -0.,4681+0,6861 log X
(0. 2020)
= 0.56
B) Y =4, ?458 + 0,0357 X
(0.,0191)
W
‘R2 = 0,28

3) from less developed countries

A) log Y, = ~2,2781 # 1.4511 log X

3 (0.8480)
R2 = 0.24
B) Y = 049955 + 0,0532 X
(0.0193) -
R2 = 0.46

4) from all sources

A) log Y, = =0.8378+1.1053 log X

II) For Wheat and Flour Imports

(063022)
%
RZ = 0,60
B) Ih 60525? + 0, 1952 X
(0.0570) «
= 0,57

1)
hgqe-za%+1ﬂw0hgx
(0.4450)
¥*
Y L= -0, 3?99 + 0,0827 X
(0. 018?) .
= 0069
2¢) |
log Y', = =0,6478 + 0,7566 log X
(0,2007)
*
= 4,0237 4 0,0362 X
(0.0184)
¥
RZ = 0,30
3). |
log Y'3 = «2.3657 + 1.2114 log X
(0.5326)
¥
Y'y = -2.7884 4 0,042k X ‘
(0,0105) .
] 0061"'
Le)
log Y'u = -1030?3 *» 102513 log x
(0.2578)
. ¥*
2 = 0072
(0.0386) "

where * means statistically significant at the 99 percent level.

** means statistically significant at the 95 percent level,

*** megns statistically significant at the 90 percent level,
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Table XIV on the folloWing page summarizes the regression coeffi-

Ui e A

cients in these estimated linear regress1on equations. It alsosuggests

that in all cases a pos1t1ve relationship eXists between income and im-

ports per capita of total grains and of wheat and flour., In terms of

s

marginal propensity to import, any ten-dollar increase in per capita

incomes in the less developed regions is associated with an average in--

st e

crease of 20 pounds of 1mported grains, 16 pounds of imported wheat and

A DS e,

flour in 1951—1953, However, the income elasticities of imports 1ndi-

cated that as per capita income increases by 105, per capita imports of
wheat and flour increase by 17% from the United States, 8% from other
developed countries, 12% from the LDCs themselves, and 13% from all
sources. For total grains these percentages are 17%, 7%, 15%, and 11%.

As these countries struggle toward economic development, any increase

s i et
st 0
o AT

in per capita 1ncome must be allotted to foreign manufactured goods and

AT A o 5 i e T A 5 A A TR

services, agricultural products in general and food in particularo

o AR

Increasing populations, coupled with domestic agricultural production

which is inadequate to meet the growing demand, will mean a greater de—
mand for cheaper foods, generally for foreign food grains,

Per capita incomes in the LDCs are comparatively low, even with

some increases, and so these countries.have not yet reached the point

g,

at which income growth is accompanied by negative elasticities of total

demand (from both domestic and foreign sources) for grains. This situ-

,,,,,

ation exists in developed nations, whose high per capita 1ncomes allow

AT A

e

a preference for meat over grains° In the United States, Canada, Aus—

o e s D

tralia, and most of Europe, per capita consumption of grains has beenﬂ

- y . N

on a steady decline, elasticity coefficients ranging.from -0,1 to =0.5,

i

By comparison, the LDCs generally register positive income elasticities

E— BRI st i, ety
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of demand of 0.1 to 0.8.26 India is representative, with an ircome

- -

e T

elasticity of demand for cereals of about 0,7.°

TABLE XIV

LDCS' INCOME EIASTICITIES OF IMPORTS AND MARGINAL PROPENSITIES TO IMPORT
GRAINS AND WHEAT AND FIOUR, BY SOURCE OF IMPORTS, AVERAGE 1951-1953

3 P Income Elasticities of Marginal Propensities to
ﬁrgito Imports (Regression Import (Regression A
pOrLS Coefficients: Method A) Coefficients: Method B)
Total Grains | Wheat & Flour | Total Grains | Wheat & Flour
United StatesP: 1.6870 1.7040 0.1085 0.0827
(0.4359) (0. 4450) (0.0278) (0,0187)
Other
Developed 0.6861 0.7566 0,0357 0.0362
Countries (0.2020) (0.2007) (0.0191) (0.0184)
Less Developed 1.4511 1.2114 0.0532 0. 0424
Countries (0.8680) (0.5326) (0.0193) (0.0105)
A11 Sources 1.1053 1.2513 0.1952 0.1617
(0.3022)  (0.2578) (0.0570) (0.0386)

8Figures in parentheses are standard errors of the regression coef-
ficients.

bMack:l'.e found that the income elasticity of agricultural imports
from the United States was 1,04 in 1938 and 1,32 in 1959-1961, Foreign
Economic Growth and Market Potentials, pe. 42.

26Hutchison, et al., World Demand Prospects for Wheat in 1980, p. 43.

27Hallet’c‘,, Economics of Agricultural Policy, pp. 115-116.
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P. L., 480 Trade Effect

Tables XV and XVI give the LDCs! annual average incomes and actual
imports of total grains and of wheat and flour per capita by source of
imports for the two periods under study. The estimated linear regres-
sion equations (1) and (1') are now used to calculate the LDCs! annual
expected commercial imports of these commodities from the United States
as their per capita incomes (the independent variable) changed in each
~of £he periods.28 These estimates of expected per capita imports are,
then converted from per capita to absolute terms by multiplying each
region's per capita expected imports by its average population for the
period in question. In addition, the total expected imports of each
region are converted from pound estimate to metric tons (1 metric ton =
2204.6 pounds).

Tables XVII and XVIII give the P. Lo 480 trade effect in the LDCs for
the first period for both wheat and flour and total grains under the
log (Method A) and the arithmetic (Method B) functional forms, Clearly,
wheat and flour dominate total grain concessional imports: annual con-
cessional exports of wheat and flour were, on the average, 1848 thou-
sand metric tons, while total grain concessional exports were only
2258 thousand metric tons during this period.

Except for West and East African IDCs, which did not receive wheat
and flour on concessional terms from the United States, most of the

other IDCs have substituted P. L. 480 sales for what they would have

281t is not assumed that P. L. 480 has contributed to these
changes in incomes, nor that these incomes would have been different in
its absence; its magnitude is too small relative to total incomes in
the LDCs in an aggregate study such as this.



TABLE XV

IDCS* ANNUAL INCOME AND IMPORTS OF TOTAL GRAINS AND WHEAT AND FLOUR
PER CAPITA, AVERAGE 1954 - 1956

Per Capita per capitas grain _ dimports {ponunda-)
( Income Total Grains Wheat & Flour
LDCs U. S. ~
dollare)® | trom U. 5. | Coentosecd | from 10Cs | Sropcass f frem . 5. | fxomPev: | gram 1ncs | Iron el
Latin
America 229'301‘i 18,565 10.89 18,819 48,275 h 14,746 10,2 17.42 42,366
North | 125,436 10,403 8,047 2,266 22,321 10,403 %0 - 18,781

% Wost 62.84? 3.823 4,651 4,26 12,725 2,925 4,009 - 6.933

9| East 62,496 .0972 5,065 4,968 10,152 0972 4.709 - " b,B06 .
Total 88, 4u4® 4,413 5,692 3.958 14,497 4,036 4,974 . - 9,438
Wast 249,007 23.734 10,761 11,271 45,766 19,523 10,452 1.435 31 JA11
South 55.612 2.219 3.37 3,024 9,612 1.776 3.266 - 5,042

«

B Sen| 6w 1.246 3.358 1.756 6.36 1.115 3.358 - 4486
ey | 162.675 23.149 11.918 15.777 52,067 § -18,349 11.307 - 29.656
Total |  72.617F 5.893 " B.735 4,709 16,156 b,764 4,581 1395 9.485

Far East

&
ceania Ne 8, 3.813 10,873 23,168 37.9 1,048 9413 - 10.#62‘
A1 IDCs | 104,999 74257 6.214 . 84022 22,052 5.753 5.782 2,672 14,283

2As in note a, Table XIII, bI'bccluding the United States.,

das in note d, Table XIII,

©The countries in note e, Table XIII, with the addition of Kenya.

 fA31 countries in note f, Table XIII, except China (Taiwan) and the Republic of Korea,

Sources:

See the sources of Table XIII,

€Including the commmist countries.

08



TABLE XVI

LDCS* ANNUAL INCOME AND IMPORTS OF TOTAL GRAINS AND WHEAT AND FIOUR
PER CAPITA, AVERAGE 1959 - 1961

lpounds)

Per Capita per capiitasa graln imports
T oy S -
dollars)® | from U. 5. | ountrsesb| from LCs sourcesc [i fro® U S. | Loyntries | from LDCs s::c::l
Latin :
America 2t 1844 28.199 5.848 14,287 51,075 24,132 54628 11,896 43,956
] North 133.936 56,885 33.067 L.551 98.651 50,463 29.496 2,185 86,122
g West 80,318 5,624 7.325 4,759 18,377 3.859 64300 - 10,202
2| East 64,692 1.927 6.298 5.593 13.818 949 5.302 .188 6,439
Total 98,845° 18,084 13.859 4,962 38,265 15,333 12,165 oShi2 29.199
West 179.870 42,250 23.864 14,080 80.538 29.43% 22.115 2,297 sk, 070
South 70,381 | 17.3m 3.251 3473 24,907 15.625 |  3.21 - 18,917
] Squthl é9.889 3.255 1.820 1.071 6.323 3.068|  1.820 ag? 5.086
= Oggg 115,596 31,630 9.228 17,942 62,440 27,880 B.95k $033" 36.867
Total s1.51f] 19,682 5.680 5,535 31.862 16.827 5474 .25 22,612
earas &|  mea 3.677 | 10,09 31,457 50,535 1425  8.956 .52 10,233
Al 1ICs 113,826 19.043 . 7.378 8.653 36.699 16.106 6.84 2.082 25,601
8As in note &, Table XIII, PExcluding the United States, CIncluding the commmist countries.
dIn addition to the countries given in note d, Table XIII: Uruguay, ElL Salvedor, Bolivia. Gu}aa is not included,
€In addition to the countries in note e, Table XIII: Algeria, Tunisia, Sudan, Ghana, Congo, Guinea, Togo, Kenya, Tanganyika,
fTn-additionto the countries in note f, Table XIII: Jordan and Cambodia. k
Sources: Mackie, Foreign Economic Growth and Market Potentials, pp. 75-76; and several tables in United Nations,
Demographic Yearbook —3_2_%—._8_5?'%11 York: Statistical Office of the United Nations, Department of Economic end Social

Affairs, 1967), ppe 12

18
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imported commercially from the United States. For example, the Latin
American region was expected to import commercially from the United
States 1536 thousand metric tons (Method B) of wheat and flour on the
average during 1954~1956., Their total actual imports (1219 thousand
metric tons) were less than was expected because of non-~income factors,
and so the total shipments of these commodities under concessional
terms were a perfect substitute for the expected commercial imports
from the United States. In North Africa and Other East Asia, however,
actual total imports exceeded expected commercial imports by some con-—
cessional shipments; here the law shows signs of complementarity. Other
Fast Asia, for example, imported only 193 thousand metric tons commer-.
cially, as against expected commercial imports of 374 thousand metric
tons (Method A). Therefore, concessional sales of 288 thousand metric
tons substituted United States commercial imports by 181 thousand met-
ric tons of wheat and flour, and supplemented that with the remaining
107 thousand metric tons. There remains a question of whether or not
P. L. 480 complementarity in this Other East Asian region in average
1954-1956 caused a reduction of this region's grain imports from other

developed countries or from the LDCs themselves.

Using the estimated regression equations (2) and (2'), (3) and'(3'),
to predict this region's imports of wheat and flour and total grains,
knowing its average annual per capita income in 1954-1956, their ex-
pected annual wheat and flour imports from other developed countries
would have been 277.225 thousand metric tons (Method A) and 259447
thousand metric tons (Method B), in the absence of P. L. 480. Their
actual annual imports from these countries were 296 thousand metric

tonse Their expected annual imports of total grains were 292,932 thou-



TABLE

XVIT

LDCS' ANNUAL EXPECTED, ACTUAL, AND CONCESSIONAL IMPORTS OF WHEAT AND FLOUR
FROM THE U. S.; AND P. L. 480 TRADE EFFECT, AVERAGE 1954 - 1956

Expected =
Coumercial Imports Actual Concessio P, L, 480 Trade Effect
: Importd Imports e
Method A | Method B Method A Method B
= = = thousand metric tons « « =
latin Case I
America | 2117.355§ 1536.379] 1218,.666 479,900 perfect substitute to
U. S. comercial imports
® 111
© North '239.895] 261.713 272,333 268,450 ,
r B e
Case IV
': % West 116.173] 198,331 120,333 - mutn;.eoﬁ'ect
P )
o 2 East 86.296] 147.852 34660 - Case IV
-1
-]
o Totsl 495,392] 680,106 395.666 268,450 Case I
West 92k.451y  633.870 612,000 529.250 Case I
o
° South 533.256] 981,603 413,000 258,950 Case I
a0
South
Sl "ot 79.9u4| 136,068 31.333 23.200 Case I
ol
> Other
. 2,362 480, 287,700
; East 373.56 2,36 3_33 8747 pu't‘substituts:f;-xlvtn supplement
Total 1164.839 | 1815,392 | 1536.666 . 1099.100 . Case III Case I
w{ Far East
u &f n,a. Ne &, 45,000 - Do &o
o] Oceania . .
L
A1l IDCs | 3756.111 | 4614,821 | 3196.000 1847450 Case I

@Includes both commercial and concessional imports; see Appendix A.

bAn average of 1954/55 = 1955/56 fiscal years; see AppendixDe
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TABLE XVIII

LDCS' ANNUAL EXPECTED, ACTUAL, AND CONCESSIONAL IMPORTS OF TOTAL GRAINS
FROM THE U, S.; AND P. L. 480 TRADE EFFECT, AVERAGE 1954 - 1956

Expected
Commercial Imports Actual Concessional P. L, 480 Trade Effect
Inportd Inports
Fathod X | ¥ethad B Fethod A Wethod B
= =« = thousand metric tons e « = -
Iatin
Amerdca | 2737.190 [2030.077 | 1534,333 523,745 Case I
° North 313,089 | 348,026 | 272.333 268,475 Case I
[ ] o
: s West 153,498 | 267,641 157.333 22,000 Case I11 Case I
Lal o
|k
=l ] East 114,043 | 199,555 3,000 - Case IV
-
ol |motar | 650,882 | 909,897 | u32.666 290,475 Case I
West 1193.417 | 837.054 744,000 729.579 ' Case I
o
© South 706,047 R2329,924 516,000 304,368 : . Case 1
2 o
° § South | 1os.6u6 {183,593 | 35,000 3.850 Case I
-
"] 1CHer | ues.e0z Jus3ar96 | 606.000 369,571 Case III
[=]
1 ltotal  [1535.806 fou39.908 | 1901.000 103,47 Case ITI Case I
- {Far East .
- & ne e ne 8o 163,666 402 n. &,
. w}jOceania :
L J
-
Al LDCs | 4920.555 |6153,979 | 1031.666 2258,068 Case I

8Includes both commercial and concessionsl imports; see AppendixA.
PAn average of 1954/55 ~ 1955/56 fiscal years; see Appendixp..

18
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sand metric tons (Method A), and 276,180 thousand metric tons (Method B);
again the actual annual imports were greater: 312 thousand metric tons -:.

on the average for 1954-1956., Thus, no justified claim can be made that

P. L. 480 complementary shlpments substltuted other developedcountrles'

s o O L —

commercial grain exports. This is also true for the 1DCs, since the

Other East Asian region's expected annual imports of total grains from
the LDCs (both methods) were lower than their actual annual imports.

The United States' grain competitors were concerned that P. L. 480

R AR UL S s e PRV

might have an adverse effecfhgn thelr exportsJ but the law has malnly

o e PR LA 5.5 O
O o
—

replaced the Unlted States' own commerc1al exports to most of theseless

i gy,

e e

developed regions. During the early years of the law, getting rid of

e

surpluses was the priority; the safeguards against P. L. 480 shipments
reducing United States commercial sales were not really tested yet.29
The P. L. 480 trade effect on the LDCs' total grain imports has seemed
to follow the wheat and flour pattern, with most of the regions substi-
tuting concessional sales of total grains for their commercial imports
from the United States.

In order to analyze the P. L. 480 trade effect in the second peri-
od, average 1959-1961, a substitution of the LDCs' annual per capita
incomes for this period (Table XVI) in the estimated regression equa-
tions (1) and (1*) will estimate their expected commercial imports of
wheat and flour and total grains fromthe United States. .Tables XIX and XX

summarize these expected imports, plus the actual total and concession-

al imports of these products by the less developed regions for this

29The United States' stockpiles of principal grains increased 115%
from mid-1952 to mid-1954. See O'Hagan and Lehti, "Some Economic and
Policy Problems of Food Aid," p. 1.



TABLE XIX

LDCS* ANNUAL EXPECTED, ACTUAL, AND CONCESSIONAL IMPORTS OF WHEAT AND FLOUR
FROM THE U. S.; AND P, L. 480 TRADE EFFECT, AVERAGE 1959 - 1961

Expected
Cormercial Imports Actual Concessicnal P. L. 480 Trade Effect
Imports Importé’
Method A [ Msthod B Methed A Method B
« = = thousand metric tons = ~ =
latin Case 1 Case III
America | 2660.0° | 1864,12: | 2298.333 1342,8: perfect part substitute,
substitute part supplement
"] mortn 302,959 | 316,567 | 1493.0¢ 1263,25 . _ Case III
wl
: & vest 166,713 1 287.377 | 177.0: 66,05 + Case I
el &
1 =1 Bast 105.177 | 176,315 33.666 19.5- Case I
o
1 | zotar 678,667 | 266395 | 1703.666 1348,8 Case III
- West 606,810 | 519,747 { 1055,0. 8l 166° Case III
©
ol | soutn 877,949 }1395.572 | 4006,333 3900.233% Case III
o
LS rosu29 | 173aam2 | 98,333 90.7" Case I
ol |CHher | 262,866 | 279.981 | 850.0. 666.7: Case TII
Total 1571,786 | 2273.57" | 6009.666 5710.733° Case IIL
* t Far FEast . 7
b & n. a. n. a, 544333 2,78 n. a.
® 1 Qeeania
=
A1l IDCs | 4852.5 5658,084] 10066,0¢ 8996.0 Case 111

2Commereial and concessional (see Appendix A).,  PAverage 1959/60-1960/61 fiscal years (Appendix D).
CAverage fiscal 1958/59-1960/61 (Appendix B'). 9Aversge fiscal 1959/60~1961/62 (Appendix £2').

CAverage fiscal 1957/58-1958/59 (Appendix B ). ThAversge riscal 1957/58-1959/60 (Appendix D).
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TABLE XX

LDCS® ANNUAL EXPECTED, ACTUAL, AND CONCESSIONAL IMPORTS OF TOTAL GRAINS
FROM THE U, S.; AND P. L. 480 TRADE EFFECT, AVERAGE 1959 - 1961

°F
Expected
Cormercial Imports Actual Concessional P. L. 480 Trade Effect
Imports* Imports® .
Kethod A | Method B Mathod A Msthod B
« = « thousand metric tons - - -
Latin
America 3436,190 § 2462.213 | 2685.666 1520,092 Case I Case III
-]
© North 395.266 | 420,616 | 1683,000 1447,995 Case III
-
Sl vest 258.899 | 385.288 | 285.000 107,629 Case III  Case I
-
]l
5|2 | East 138,901 | 237.725 68.333 37.618 Case I
o .
[&]
Total 889.889 | 1156.606 | 2009,333 1593.442 Case III
West 787.814 | 688,196 | 1514,333 1099,279 Case III
o
ol | soutn | 1157.949 [1877.207 | wan6.333 4287,570% Case III
° ,
South '
.: a Bact 143,013 | 232.940 1 104,333 96,928 Case I
> Tom
o East 317,378 372,772 | 964.333 898.835 Case III
a st .
Total | 2067.857 | 3047.132 | 7029.333 6872.,403° Case IIY
w{ Far East . e
- &f n.a. n. &, 177,666 152,834 n. a.
° Oceania
-
A1 IDCs | 6343,750 | 7521.800 | 11902.000 10753.995 Case III

Notes a through f are identicel with notes a through f, Table XIX,

L8
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period. They suggest that by 1959=1961 there had been a shift in the
P. L, 480 trade effect. Both methods show that the law's concessional
exports of the commodities under study partly supplementéd and partly
substituted expected cohmercial imports from the United States in most
of these regions.

Major changes had occurred in the attitudes of both the United
States and the recipient LDCs by 1959-1961. P. L. 480 committed itself
more deeply to the LDCs' economic development. Feeding their masses of
hungry people was now an objective, and the United States liberally pro-
vided commodities beyond the earlier "normal" trade pattern. The LDCs,
for their part, now realized that they could buy more, badly needed,
food using their local currencies. It is not hard for governments to
issue or borrow these currencies for such a purpose, especially in the
knowledge that these counterpart funds will be used again, at least
partially, for their own economic and social development.

As a result of these developing trends, the P, L. 480 trade effect
for this second period is different; in most of the less developed re-
gions, P. L. 480 sales supplemented, as well as substituted, what would
have been bought, in the absence of the law, from the United States.

There was a question about the effect of these sﬁpplementary
P. L. 480 shipments 6n commercial imports from other developed.countries
and from the LDCs. Table XXI, using the estimated regression equations
(2), (2'), (3), and (3'), shows that actual commercial imports of wheat
and flour and total grains from these two sources were considerably less
than the expected imports for many of the less developed regions under
both methods. This is particularly so for South Asia, with major recip-

ients India and Pakistan, It is possible that the law's sales had an



IDCSY ANNUAL EXPECTED AND ACTUAL COMMERCIAL IMPORTS OF WHEAT AND.FLOUR AND TOTAL GRAINS FROM
OTHER DEVELOPED COUNTRIES,; AND THE LDGS, AVERAGE 1959 ~ 19612 (THOUSAND METRIC TONS)’_

TABLE XXT

- - - - T

WHEAT AND FLOTR TOTAL GRAINS .

fiom Developed Cbuntries, from LDCs. from Developed Countries § - from 1DCs.
Expected - f. . Expected o Expec {Actusd Expec et actun)

1 Mothod A} Method B

_| Mothod A [Method B

Method A} Method B

Method A[Method B

COUNTRIES |

LESS

Latin

DEVELOPED

(5055.0

1272.9 1301.3

(5475.0

3171.9. 409.7

1 - . . " ) . .
Aoorica |(1359.0 1214.5 536,0) |  315.5 . 708,01 1133.0 | (1397.1 1271.6  557.0) | (1438.1 1317.7 1360.7)
Fowrth | 270.6 2625 8727 | (8.0 - 855  6w7)| 289.8 26138 978.3 | (1901 2ok - 13».7)
8] vest ' ' Gled 39.2 336.0)| (wok 248 218.3)
ap s ,
e East .
_ — . ; o - _ . : -
Total | B807.8 8445 1351.7 | (12k.9 - 1557 71.3)f  883.8  919.2 157.7 | (459.7 €95.3 ~55:3)
. - - . - ﬂ - N - - —- e
Wost. 509.7  377.5 7927 (83.2 173.3 €2.3)] U29.7  400.1 8553 | 353.3 378.9 5007
— T ; i3 e v ol B — %
| South J(1MM.5 16848 831.0)| (191.1 - 50,8 - )] (1615.  1860,8  833,7)| (647.9 1216.0  890,7)
o| South ‘ o ’ '
s} East |}
< . - .
Other ’ . e ' . ‘ )
East | 2494 2502 273.0 (. 6eah 1,0)] 269.9 2708 2B1.3 | 158.1 218.0 = 547.0
- ) : - o L] . R : ‘ -
Total [(2284.6 2490.9 1955.0)| (318.1 238.6  89.7)[ (248B.9 2734.0 2028.7) | 1117.5 1906.,0 1976.7
Far East
&
Oceania -
] . R
A11 10Cs 5089.4 4275.3) 1  833.1 5504.5 4611,0) 5408.3

8For only those regions having 2 Case III P. L. 480 trade effect in TablesYI{+3X, under Method 'y or Bor both.

* gﬁcates expected commertal imporbs) actual commercial imports under at least one of the two methods.

** indicates expected commercial imports) actusl commercial imports under both methods,
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adverse effect on United States competitors' grain exports to that Asian
region, However, the LDCs taken together imported more from themselves
than was expected; by a smallvmargino Their actual imports from other
developed countries were less than expected,

In 1966, I, Little and J, Clifford predicated descriptively the
very results which have emerged from this empirical study. They recog-
nized the conditions under which commodity aid replaces commercial im-
ports, and were able to identify other developed countries and not the
LDCs as those most strongly affected by such programs:

The idea that commodity aid alone can permit faster develop-
ment to the extent that sufficient extra demand is created
to absorb the value of the aid commodities, so that there is
no interference with the commercial demand for such commodi-
ties, is economic nonsense. This could be the case only if
investments were created by labour alone, and if the extra
wages were spent solely on the commodities concerned. For
any given amount of commodity aid to be absorbed, there will
be some extra demand for other things. If this extra demand
for other things is not somehow accommodated, then commodity
aid cannot be absorbed without displacing commercial sales.
If commercial sales are displaced then there is no net extra
consumption of the surplus commodity, and the surplus is
shifted (to other countries, and possibly other commodities)
rather than used. But the underdeveloped countries continue
to benefit in that the burden of the shift is borne mainly
by other developed exporters, principally Australia and
Ca.na.d.ao'3

The real losers, according to Iittle and Clifford, are those devel-
oped countries who are the United States® trade competitors, The ulti-
mate source of their suffering is the United States farm price support
policies, which create the surpluses and leave much farm land and labor

underproductive. Destruction of the surpluses out of hand is of course

3OInternational Aid: An Introduction to the Flow of Public
Resources from Rich to Poor Countries (Chicago: Aldine Publishing
Company, 1966), p. 167.
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unthinkable. Equally unthinkable would be the release of the surpluses
into the world market at commercial rates: the consequent drop in
world prices for these commodities could hurt the exporters more than
the reduction in their markets.

On the other hand, storage is costly and impractical for the United
States, and makes commodity aid comparatively iﬁexpensiveo The unfor-
tunate competitors, being themselves economically developed, have suf-
fered no crushing setbacks because of United States surplus disposal;
but, the authors warn, these competitors®opposition to United States
policies, political and otherwise, could work against the effectiveness
of the programs, and even minimize aid on their part031

Whatever the adverse effects for other developed exporters, the
principal effect has been the substitution of the United States' own
commercial exports of wheat and flour and total grains, And the ulti-
mate result of feeding hungry people in the LDCs has largely softened
criticism of this effect:

o o« othere are many. . .within these countries who know and

appreciate that surplus food disposal has in fact made food

available to the hungry peoples of the world - food which,

in the absence of these programmes, wculd probably have been

denied to them, And I do not think that either our econom-

ics or our commercial interests should become so important

in our thinking that we lose sight of this impcortant fact.3?

In the next chapter, this humanitarian aspect of P, L. 480 will be‘ﬁore

fully examined,

3 bide, ppe 168-7he

32Rc L, Kristjanson, "Discussion: Impact of Surplus Disposal on
Foreign Competitors and the International Perspective on Surplus Dis-
posal," JFE, XLII, No. 5 (1960), 1081,
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A Note on the LDCs' Food Grain Elasticities and Propensities

The P. L. 480 trade effect was studied using the LDCs' income elas—
ticities of imports and their marginal propensities to import wheat ano
flour and total grains; it would be in order here to look closely at the
estimates af these elasticities and propensities in the two periods under
study (1954-1956 and 1959-1961) with those of the base period, 1951-1953.

In this chapter, P, L. 480 was found to cause a substitution effect on -

the LDCs' commercial grain imports from the United States and from the

e

other developed countries. This trade effect can be attributed to

T

A) a change in the slope of the regression equations (income elastici-

ties in Method A, and propensities to import in Method B) of the

period(s) under study in comparison with the corresponding estimates in

ey

the base period;

S

B) a change in the intercept of the regres31on equatlons, and

P e sty
e

R S S et e i,

C) a change in both the slope and the 1ntercept.

The dummy varlable test is applled to find out whether or not the

regress1on coefficients of each of the two perlods under study (where

R s L U

the P, L. 480 trade effect occurs) are different from those of the base

R RN

period; and, if they are dlfferent whether the difference is in the

U s

1ntercept or the slope, or both. This test is used for both commodi-

AT gyt R

ties, both periods, and both methods, and for the LDCs!' four sources of

grain imports (Tables XIII, XV, and XVI).

Assume, for example, that per capita annual food grain imports (Y
for total grains, and Y' for wheat and flour) is lineariy related to
per capita annual incomes (X) for 1951~1953 and 1954-1956 (where per

capita grain imports include P. L. 480 shipments) as follows:
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Method A
log Yit = log a,, + 2, 51108 D + a, 50108 X X, + alBlog (DXt) + log Uit.n
where:
t =1,. « oy 22 Observations (Tables XIII and XV)
i=1, 2, 3, 4 sources of imports
log D = 1 if the observation lies in the base period
= 0 if the observation lies in 1954-1956
a4 and a.3 = the differential intercept and differential slope Coeffi-
+ * cients, respectively
llit = the error terms

Similarly, Method B

Y., =a,.+a. . D+a X + aiB(DXt) + U

it i0 i1 127t it

If, for example, i1 = 1, and if a,. is statistically significant,

11

the intercept value of 1951-1953 set is (all + a and a,,. is the

10)’ 10

intercept value of 1954=1956 set. If aq is statistically insignifi-

cant, a,. then gives an estimate of the common intercept term of both

10

sets. If a13 is statistically significant, the slope value of the

1951-1955 set is (a and a,, is the slope value of the 1954~

13 * 212)s 12
is statistically insignificant, 4 gives the slope
33

1956 set. If a13

value which is commoh to both sets,

The estimated regression on the following pages concludes that all

a5 for i =1, 2,0 » oy L4 are statistically insignificant at the 10%

level, implying that the law's trade effect did not cause the slope co-

efficients for each of the two perlods under studyuto be dlfferent from

those of the base perlod__;However, in producing its trade effect,
-_‘F-_————- Bt Y

P, L. 480 has caused the intercepts to be different from those of 1951~

33Damodar Gujarati, "Use of Dummy Variables in Testing for Equality
Between Sets of Coefficients in Two Linear Regressions: A Note," The
American Statistician, XXIV, No. 1 (1970), pp. 50-52.
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1953 for all sources of grain imports by the LDCs,

The estimated regressions are as followsy

I) For Tbtél Grains
1 - from the United States
a) 1951-1953 and 1954-1953
Method A

log Yi = = 2.4623 + 1.6873 log D - 1.3314 log X + 0.5384 log (DX)
(0.5373)* (1.5044) (0.??24)

R? = 0.60 DF = 18
Method B

Yi = = 0,3152 4 0,1085 D - 4,0723 X + 0,0083 DX
(0.0227)* (4.1390) (0.0319)

R = 0.7% IF = 18

b) 1951-1953 and 1959-1961
Method A

log Ii = = 2,4621 & 1.6872 lag D - 0,0839 lag X - 0.1578 log (DX)
(0.4398)* (1.4725) (047326)

B2 = 0.62 DF = 18
Method B

.3
T, = = 0.3153 + 0.1085 D + 1.2264 X + 0,0786 DX
(0.0503)*%(10,1221)  (0.0807)

R = 0,51 DF = 18
2 = from Other Devélqped Countries

2) 1951-1953 and 1954-1956
Method A

log Qé = = 0,4681 + 0.6861 log D ~ 0.3280 iog X + 0,1061 log (DX)
(0.1569)* (0.4509) (0.2255)

RZ = 0,72 IF = 18
Method B

!é = 4,7458 + 0,0357 D - 2.7357 X + 0,0055 DX
(0.,0142)%* (2,5961) (0. ozoo)

R = 0.48 TF = 18
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b) 1951-1953 and 1959-1961
Method A '

A ' '
log ¥, = - 04681 4 0,6861 log D = 04,7470 log X + 0,3588 log (DX)
© (0.3282)**x  (1,0987) (0.5467)

RZ = 0,36 DF = 18
Method B '

Qb = 47458 + 0.0357 D - 1.1815 X + 0.,0270 DX
A (0.0336)  (6.7666)  (0.0539)

R = 0.7 DF =18

- from the Less~Deve16 ed Countries
a) 1951-1953 and 19541956 .

Method A

log 55 = = 2.2781 + 1.4511 log D + 0.8621 log X - 0.3765 log (DX)
(0.6499)** (1.8681) (0.9343)

R = 0.31 IF = 18
Method B

Qé = 0,9955 + 0,0532 D = 1.6550 X 4 0.0142 DX
(0.0179)* (3.2606) (0.0251)

R2 = 0,57 DF =18
b) 1951-1953 and 1959-1961
Method A

log ﬁé = = 22781 + 1.4512 log D 4 0.4183 log X = 0.1427 log' (DX)
(0.6593)** (2.2073) (1.0982)

R = 0,31 DF = 18
Method B
Yy = 09955 + 0.0532 D ~ 0.9641 X + 0.0144 DX
(0.0192)** (3.8574)  (0.0307)

R® = 047 DF = 18
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- from All Sources
'T"‘“‘a 1951-1953 and 1954-1956

Method A

bg%=-0£%0+hw%1%DaOJM?ng+mn®1%(m)
' (0.2386)* (0.6858) (o.3u3o)

R = 0,72 IF = 18
Method B

Y,, = 6.5256 + 0,1952 D = 8,9427 X 4 0,0292 DX
(0.0bBk)* (8.4667). (0.0652)

R = 0.70 DF = 18
b) 1951-1953 and 1959-1961
Method A

log ih = 0,8380 4 1.1054 log D = 0.5707 log X 4 0.3430 log (Dx)
(0.3106)* (1. ouoo) (0.5174)

= 0,61 DF = 18
Method B

= 6.5257 + o 1952 D= 1,842 X + 0.1339 DX
(0.0875)%*(17,6017) (o 1403)

= 0.49 DF = 18

II) For Wheat and Flour Imports \

/
1 - from the United States
a) 1951-1953 and 1955-1953

Method A
log r'i = = 2.6137 4 1.7042 log D - 1.1854 log X + 0.4888 log (DX)
(0.5226)* (1.5021) (0.7513)
B = 0.61 DF = 18
Method B
§'1 = - 0.3799 + 0.0827 D - 3.0055 X 4 0,0118 DX

(0,0160)* (2.9205) (0.,0225)
R 4+ 0.78 DF = 18
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b) 1951-1953 and 1959-1961

‘Method A |
log Y' = = 2,6136 + 1,7042 log D = 0.2170 log X + 0,2330 log {DX)
1 (0. 4BOL )™ . (1 6085)  (0.8003) -
R% = 0,59 DF =18
Method B
1. = = 03799 4 0.0827 D + 2.1773 X + 0,064 DX

1 (0.0431 Jx** (8,6661)  (0.0691)
 R2- 0.9 DF = 18
2 . from Other Developed Countries
a) 1951-1953 and 1954-1953
Method A

log Y'2 = - o.6u78 + 0.7566 log D - 0.1835 log X + 0.0372 log (DX)
(0.1528)* (0.4393) (0,2197)
B = 0.7% DF = 18
Method B '
= 4.0237 4 0.,0362 D - 2.3246 X + 0.0035 DX
(0.0136)** (2.4808)  (0.0191)
2

b) 1951-1953 and 1959-1961

Mothod A
log 3'2 - - 0.6478 + 0.7566 Log D - 0.6277 log X + 0.3023 Log (DX)
(0.3133)%* (1.0490) (0.5219)
- 041  DF =18
Methﬁd B

= 14,0237 + 0,0362 D - 0.9903 X 4 0,0230 IX
(0. 0303) (6. 0912) (0,0486)

R® = 0,19 DF = 18

=049 DF=18
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3 = from the Less Developed Countries
a) 1951-1953 and 1954-1956

Method A |
log &' :- 2.3658 + 1.2115 log D 4 0.1475 log X - 0,0601 log (DX)
~ 3 (0.5468)%% (1.5718) (0.7861)
| R =0.3% DF =18
Method B

§B=uzﬂ%M+mw%D-0&%7X+&%&DX
' (0.0163)** (2.9694)  (0.0229)

R% = 045 DF =18

b) 1951-1953 and 1959-1961
‘Msthod A

1%§3=-2J%2+mel%n-zﬁ&1hgx+qu1%(m)
(0.6u88)*+x  (2,1722) (1.0808)

R = 0.0 DF = 18

Method B

[

Ty =- 2.7884 4 0,0424 D - 1,8572 X + 0,0143 DX
(0.0093)* (1.8683) (0,0149)

R = 0,71 DF = 18

4 « from A1l Sources
2) 1951-1953 and 1954-1956

Method A
log Q'u = = 1.3073 + 1.2513 log D - 0.513% log X + 0.1956 log (DX)
(0.2019)* (0.5803) (0.2902)
R? = 0.83 DF =18
Method B

L3
Y'), = 1.2777 + 0,1617 D - 5,9845 X + 0.0173 IX
(0.0304)* (5.5383)  (0.0426)

R® = 0,78 IF = 18
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| b) 1951-1953 and 1959-1961

Method A |
log §'4 = = 1,3074 + 1.2513 log D = 0.6592 log X + 0.3948 log (DX)
(0,2951)* (0,9880) - (0.4916).

B2 -0.9 DF =18

Method B
T R T ™
= 0.51 DF = 18

Where:

* means statistically significant at the 1% level.

** means statistically significant at the 5% level.

*%% means statistically significant at the 10% level.

absence of asterisks means statistically insignificant
at the 10% level.

Figures in parenthesesare standard errors of the regression coefficients.



CHAPTER V

P. L. 480 CONSUMPTION EFFECT IN THE LESS DEVELOPED COUNIRIES

v

P, L. 480's humanii,arianism1 has attracted the least controversy,
having received generally favorable response., Most studiesinthis area
recognize the capacity of the United States agricultural surplus to
alleviate some of the food shortages in the IDCs, and the law itself
states a commitment to this objective,

The law's programs are global, although some countries have re-
ceived more aid than ;thers. The ;aw bows to politics only to the ex—
tent of specifying that its recipients should be "friendly" to the
United States, and thus excludes the communist LDCs. Therefore,

P, L. 480 is characteristically considered "o . .2 means of narrowing
the world's 'hunger gap's « sand reinforcing economic developmenthamong

the emerging nations of the World."2

1". o oa desire to improve the living conditions and opportunities
of people abroad without regard to the security or economic prosperity
of the United States." Edward S. Mason, "United States Interests in
Foreign Economic Assistance," in The United States and the Developing
Economies, ed. by Gustav Ranis (New York: W. W. Norton :& ~ Company,

1961{.;, Pe 11{«.

2Sherwood 0. Berg, "The Role of Food for Peace," in Foreign Agri-
cultural Trade: Selected Readings, ed. by Robert L. Tontz (Ames: The
Towa State University Press, 1966), p. 192. For more on the inter- .
national status of P, L. 480, see Elmer L, Menzie and Robert G. Crouch,
Political Interests in Agricultural Export Surplus Disposal Through
Public Law L80, Technical Bulletin No. 161 (Tucson: The University of
Arizona Agricultural Experiment Stations, 1964), pp. 32-=33.
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Humanitarian measures have continued to occupy congressional atten—
tion as well as economic studies. All have recognized that food aid
cannot be based on purely altruistic motives, There is always some con-
nection with the donort!s foreign policy: some returnis always expected,
in political or ideological influence, perhaps. It is impossible to
simply give aid to whomever needs it, ideal as this may seem.3

The preceding chapter showed that P. L. 480's contribution to the
IDCs' food consumption was considered important enough to partially

justify the substitution trade effect., This welfare contribution will

be examined nexte.

P. L. 480 Contribution to the LDCs' Food Grain Consumption

Y

Usually the estimate for food grain consumption is expressed in
terms of the grains' net "availability" for human consumption, and is
obtained by adding domestic production to net imports (imports minus
exports) and to the change in stocks, and deducting an estimate for
waste (such as through pests and spoilage) and for non-food uses (live-

stock feed, industrial uses, and seed).h‘ Per capita grain consumption

3Much has been written about the humanitarianism of foreign aid.
For more detail, see Lloyd D. Black, The Strategy of Foreign Aid
(Princeton, New Jersey: D. Van Nostrand Company, 1968); Benjamin J.
Cohen, ed., American Foreign Economic Policy: Essays and Comments
(New York: Harper & Row, 1968); Jacob J. Kaplan, The Challenge of
Foreign Aid (New York: Frederick A, Praeger, 1967); Little and
Clifford, International Aid; and Alternatives for Balancing World Food
Production and Needs,

haross availability (production and change in stocks +net imports)
is also used in some studies to indicate consumption since non~food uses
are indirectly added to food consumption through other products, such as
livestock products. This study assumes that available food grains are
actually consumed.,
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is calculated by dividing net availability by population estimate.

Tables XXITI and XXIITI present the P. L. 480 contribution to food

P ——

grain consumption in the LDCs in the first period under study, .1954~1956,

The law's annual average concessional sales as a percentage of theirnet
availability of total grains was 1.4%, and of wheat and flour 5%, in
these early years. However, in the rice-~eating regions of South East
and Other East Asia, P. L. 480 contributed much more to wheat and flour

consumption, 21% and 37% respectively., It must be kept in mind that

during 1954=1956 the law's programs were only beginning; the law didnot

yééwgﬁgkgggmEgﬂﬁgﬁggg§;g}gmggwggggwand development problems, In fact,
at this time, the LDCs taken together were net exporters of total grains,
although they averaged only 595 thousand metric tons annually,

By 1959-1961, the second period under study, P. L. 480 had proved
to contribute significantly to the LDCs! food grain consumption, espe-
cially of wheat and flour. It contributed an annual average of 5.6% of
their consumption of total grains during this period (Table XXIV),
North African countries benefited most: an annual average of 15% of
their total grain consumption came from the United States on conces-
sional terms., For the LDCs taken together, this period showed an in-
crease in total grain production, net imports (reaching an annual aver-
age of 11,517 thousand metric tons), net availability, per capita net
availability (approaching 307 pounds annually), and in the P. L. 480
contribution to their consumption of these commodities as compared with
corresponding figures for 1954-1956,

P. L. 480 showed an even more significant contribution to the

LDCs! consumption of wheat and flour during 1959-~1961, with an annual

average of 19.3%. Indeed, a significant contribution appeared in most



TABLE XXIT

P, L. 480 ANNUAL CONTRIBUTION TO THE LDCS! TOTAL GRAIN CONSUMPTION,F AVERAGE 1954 - 1956

KO

TF 1@ () MY © {3) &Y Q) .
Change "~ ] Net Total Net Avail~ fPer Capita | P.L. 480 -~
1DCs Productiol in Imports Exports Imports Supply ability Avail- Contyde
rlsmcks (3) = (8) | (1) + (5) [(6) x +75 ] abllity bixftdxin
- - thousand . metric tong - = = pounds = ] per cent~
Latin
America | 39373.67 | n.a. 3989.67 | 6196.67 | «2207.00 | 37166.67 | 2787%.00 337.29 1.88
: North 12622,33 Neke 584,33 1241,00 ~656.67 | 11965.6? 8974.25 342.82 2.99
: g West 34%4,0 neas 523,67 87.67 436,00 | 3930.00 | 2%47.50 71.62 75
“|& , .
z East 5805.33 | neas 313.33 212,00 § . 101,33 | 5906.67 4430,00 143,53 -
o - -
Q Total 21921 ,67 N.ge 1421.33 1540,67 =-119,33 121802,33 16351.75 166,79 1,78

West 18616.33 Nede 1434.67 1298.00 136,67 |18753.00 | 1406475 uh8,. 67 5.19

[=%
2 South 89770.0 n.e. 2235.33 149.33 2086,00 {91856,00 68892,00 296,24 Al
2121 South .
: 5] East | 17972.67 | n.a. 178.67 | 3471.00 | -3292,33 [14680.33 | 11010.25 351.96 W32
> Other .
2 East 10336.67 n.a. 1363,00 148,00 1215,00 111551 ,67 8663.75 320.9 .26
Total [136695.67 | n.a. | 5211.67 | 5066.33 ‘145,33 |136841.00 |102630.75 318.16 )
Far East
& | 14405.0 n.s. | 1628, 42,33 .00 . .
@ | Oceanta - * 3 33 | 1586.00 [ 15991.00 | 11993.25 | z79.u4 +00
(o] -
[<5]
=

A1l LDCs 212396.0 n.as [12251.00 | 12846,00 «595.00 | 21180t,00} 158850,75 285.93 1,42

81954/1955 ~ 1956/1957.
bion-food utilization: 25% of total supply for total grains, 15% for wheat and flour, See "Trends and Patterns
in World Grain Consumption,” p. 1l.

CConcessional Sales

Net Availmbility ; see Table XVIII for concessional sales,

€01



TABLE XXIII
p. L. 4,80 ANNUAL GONTRIBUTION TO THE LDCS' WHEAT AND FLOUR CONSUMPTION, AVERAGE 195 — 1956

T T ) CEE BRG] P @® )

Change ' Net Total  Net Avail-{ Per Capita| P.L. 480
IDCs Production in Inports | Exports Imports Supply [ .ability {Net Avail-f Certy?=
Stocks (3) « (B (1) + (5) [(6) x .85 | .ability Bitaes:
- - thousand metric tons ~ - . - Pounds - -pei cent -
Latin .
America 10899.33 Nnea. 3501.33 3214,33 287,00 11186.33 | 9508.38 115,05 5,05
2] L . L - o : ) N )
ko ' : p
— North 4506,33 { n.a. | 491.67 403.33 { 88.33 BEAL67 | 3939.47 150,49 6.80
- .
: g | West 12,00 { n.a. 285.33 - 285,33 297.33 1 252.73 61l -
S .
=] £
o114 East 325,00 | n.a. 148,33 .33 Y1800 1 873.00] 402,05 13.03 -
[3) : 4
Total | 4883.33 | nea. | 925.33 1 403.67 ]521.67 | sw0s5.00 ] uso.2s 46,86 5.84
West 10415,00} n.a. 984,67-1  539.33 | b45.33 10860.33 § 9231.28 204,48 5.73
a . .
‘: South 12700.00} "n.a. | 1172.67 .33 §1172.33 13872.33 {11791.48 50470 2.20
o
<13 Sout 5.33) na. | 126,00 - 12600 | 130.33] 110.78 3.9% | 20.94
- Other - p R
- East 140,33 | nea. 776433 - 776,33 | 916,67 | 779.17 29476 36.92
.a s
Total | 23259.67 | ne.a. | 3059.67 | 539.67 |2520.00 | 25779.67 |21912.72 67.93 5.0
Far East : ] -
& - nea. 449,00 - 49,00 ~ | 445.00 § 381.65 8.89 -
o § Oceanis
wm
SR E }
i A1 IDcs  |39042.33 n.a. § 7935.33.1 M57.67 |3777.67  § 42820.00 {36397.00 65.51 5,07
31954/1955 = 1956/1957. bgge footnote b, Table XXII. 0% ; see Table XVIL,

701



TABLE XXIV

P. L. 480 ANNUAL CONTRIBUTION TO THE LDGS® TOTAL GRAIN CONSUMPTION, AVERAGE 1959 - 1961

e 1 &) ) @y O] €3] s ® L

Change Net Total Net Avail4Per Capita | P. L. 480
LdCs Production | 4n Imports | Exports | Imports Supply | .ability | Avail- " Confri-
Stocks ) (3) - (&) (1) + (5 (6) x 75| ability ‘bution
- - thousand metric tons - = - pourds « j= per cent -
Latin
America 45362.33 | n.ae 4864,33 5578.33 ~714,0¢ . | 4464833 33486425 351.61 L5k
North 10693,0¢ | n.a. 2918.67 7 ,0° 2177.67 | 12870.67 S653,00 326.27 15402
v
i g South 3752.67 | n.z. 843,0 127.0° 716,0¢ L6867 3351,5¢ 73,06 3.21
a3 B2
-
: East 5756.67 | n.a. 450,0¢ 268.0: 222,0¢ {- 5978,67 L84 01 126,45 B4
= N
S Total 20202433 | n.a. kost,67 | 1136,0¢ 3115,67 } 23318.0- 17:88.50{ 157.ko 9.11
Viest 20926,0¢: | n.a. 2886.67 U7.67 2539.0: | 23465,0: 17598.75 451,00 6425
a South 107970.67 | n.a, 6386.33 75.67 6310,67 §11L281.33 85711.,0° 334,27 5.0:
<53
o, South .
o 5 Fast 21748433 | neas 202,67 | B067.67 | -3865.07 | 17883.33 | 13412,50 ) 4847 72
[
= Other
- Eact 12008,67 | n.a. | 1903.67 203.67 1700.0% | 13708.67 | 10281.50 1 337.23 8.7k
m - -
[=]
Total 162653.67 § n.a. | 11379.33 | 469467 6684.67 1169338.33 | 127003.75 | 355.61 5.4
Far East R
&Y 16141,0¢ | n.a. 244, 10, 431,0: ‘
Z Oceania 33 33 2431,0 18572.0 13929.0 288.33 1,10
®m
=1 A11 IDCs 244359.33 | n.a. §22936.67 J11419.33 § 11517.33 [255876.67 |191907.50 | 307.05 5.60

a © 3 i )
1959/19%60 ~ 1961-1962. See footnote b, Tavle XXII. c%gzeiiﬁx{:ti]si;s ; see Table XX for concessional sales.

60T



TABLE XXV

P. L. 480 ANNUAL.CONTRIBUTION TO THE LDCS* WHEAT AND FLOUR CONSUMPTION, AVERAGE 1959 - 1961'

a1 @] 3 ® G| & @r ® o
Change ' Net - Totel | Net Availe}Per Capita} P.L. 480
Lxs Production| 4n | Imports | Exports | Imports | Supply | .ability | Avail- Contri-
. Stocks (3) « (#) {(2) +(5) | (6)x.B5 | sebility bution
= = . thousand metric tons « - . =pounds ={-per cent -
latin '
America | 8726433 NeBe 4186.33 1978.33 ] 2208,00 | 10934,33 9294,18 97359 - § 1445
" .
@ .
F| |North | 3846.33 | n.e. | 2568.00 | 221.33 | 2326.67 | 6173.00 | 5247.05 | 177.35 | 2407
= .
,, .
bt 1 4,00 ] n.a. 468,00 33 | 0 467.67 471,67 400,92 874 § 16,47
B :
° Eest 261,33 | n.a. 228,33 - 228.33 509,67 433,22 12,22 k50
[&]
Total | 4131.67 |n.a. | 328033 | 221,67 | 3022.67 | 7154.33 | 6081.18 %73 { 22.18
. West 12268.00 | n.a. | 1938.00 | 160.33 1777.67 | 14045.67 |11938.82 333.10 7.07
<] .
a South  115812.33 | n.a. | 4850.67 - 4850.67 |-20663.00 |17563355 . 88450 22420-.
o . i okt
] «§ South E B .
|3 Eact 5.67 |n.a. | -163.00 - 163.00 | “168.67 | 143.% 47 63426
-
‘M Other o .
‘A Bast 209.33 | n.a. 1124,00 14,33 1109.67 | 1319.00 | 1121.15 36,77 59.46
Total 28295.33 | n.a. | 8075.67 174,67 | 7901.00 }36196.33 |30766.88 86415 18,56
@ Far East
b & - N 494,33 1.67 192,67 492,67 118,77 - 8467 -
. Oceania .
- .
A1l IDCs | #1153.33 | nese }16000.67 | 2376.33 |13624.33 |54777.67 {46561.02 74450 19.32

b c s ) .
81959/1960 ~ 1961/1962. See footnote b, Table XXII, cﬁ’ﬁ——%‘gj—-m—— ]S ]gi;s ; see Table XIX for concessicnal saleds

90T
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of the less developed regions5 with a peak of 63.3% and 59.5% for South
East and Other East Asia respectively. The sharp upswing in wheat con-
sumption in traditionally rice-eating areas may have been stimulated by
the aid programs, for wheat is the only commodity in large enough
supply to meet the recipients!' food needs.6 With such a positive

P. L. 480 contribution, it is no wonder that, in the words of M. L. Up-
church: ". . JAmerican agriculture is in good shape to help wage the

7

world War on Hunger."
The 1LDCs®' Income Elasticities of Food Grain Consumption

The P. L. 480 consumptlon effect was expressed above to be the
. e S A P R T RS, TR P okt g A G
law's concesslonal sales as a percentage of the LDCs' total actual net

JRUORRTALTE

avallablllty (1nclud1ng P. L. 480 shlpments) of total gralnsg and wheat

Stumaii,

rmASeeE, S g TR P

However, the law has hOped to prov1de its rec1p1ents with additional

food beyond what would have been 1mported in its absence, so that the

[

P S

helping ease their food shertageo Examlnlng income elasticities of

5The P. L. 480 annual average contribution to all grains and wheat
and flour, 1959—1961, in South Asia was estimated at 5% and 22% respec—
tively., It is of interest to note that J., S. Mann reached closely
similar results for India alone., For the years 1956-1963, P. L. 480
Title I imports were 4.48% of net availability of cereals in India, and
21.31% for wheat alone. See Mann's "The Contribution of United States
Public Law 480 to Indian Economic Development" (Ph,D. dissertation,
The University of Minnesota, 1966), p. 57

6Hutchison, et al., World Demand Prospects for Wheat .in 1980, pe.A47..
7"The Capacity of the United States to Supply Food for Developing

Countries," in Alternatives for Balancing World Food Production and
Needs, pe 222,
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demand for the commodities under study before and after the enactment of

the law will allow general statements on how far the LDCs have actually

preferred to change their food grain consumption with changes in income,

Therefore, income elasticities of demand may be used here as a

basis for finding out whether or not these countries, beset by food

shortagesg hav1ng the opportunlty of obtalnlng P° L, A8O conce531onal

sales, have experlenced hlgher 1ncome elastl01tles of demand for food

i

grains after P. L. 480 was enacted than before., Differences in income

elasticities can be evaluated, and the conditions under which P. L. 480
might have an influence on these elasticities,

Since income is of primary importance in determining per capita

food consumption,8 per capita grain consumption (C for total grains and

C' for wheat and flour) is assumed to depend on per capita incomes (X).

It has long been recognized that . . .
o « oin developing countries annual series for food commodi- (ﬁ\
ties are either non-existent, or unreliable or cover too
short a time périod. We.can reasonably assume that time
series results did not play a major role in deriving income
elasticities for these countries.

Therefore, the LDCs! income elasticities of demand for food grains will

be calculated using a linear logarithmic regression in a region-~by-

region cross—sectional analysis as follows:

8Many studies have shown the importance of income in determining
food consumption; see, for example, L. M. Goreux, "Income and Food
Consumption," Monthly Bulletin of Agricultural Economics and Statis~
tics, IX, No. 10 (1960), 1-13, Other factors should not be ignored,
though, such as prices, taste and preference, urbanization, prices of
related commodities, social and political factors,

9Qulr:.no Parls, An Appraisal of "Income" Elasticities for Total
Food Consumption in Developlng Countries (Paris: Development nt Centre of
the Organization for Economic Co-operation and Development, 1970), p. 12,
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Total Grains Wheat and Flour

= = ] 1
log Ct o+ .BtlogXt + &t log C't °“'t + “stlogXt gy

where t = 1, 2,s » o, 11 observations; «_  and j& are the regression

t
parameters; and Et are the disturbance terms.

An advantage of this model is its similarity with that of the (/f
P. L. 480 trade effect, .Both models have common references, since they
both use per capita income as the independent variable., Also, this A
model will be helpful in testing the differences in income elasticities
with the use of the dummy variable approach as it was applied in the
final section of Chapter IVolo

Tables XXVI and XXVII give the LDCs! per capita consumption of
total grains and wheat and flour in the base period, 1951-1953; these
will be regressed on their per capita incomes for the same period from

Table XIII, The estimated regression equations obtained by the method

of least squares are

Total Grains Wheat and Flour
log C = 1.,5708 + 0,4189 log X log Ct = =1,7577 + 1.6966 log X
(0.1790) (0.5506)
R® = 0,38%% R® = 0,51%%

*% indicates statistically significant at the 95% level.

These regression coefficients represent the IDCs? income elastici-

ties for consumption of these commodities; each has a positive sign,

which is consistent with economic reasoning that the LDCs, faced with a

10This model also allows the aggregate statement needed without

using family budget surveys,which have been criticized for their defi-
ciencies and information gaps, for the estimation of income elastici-

ties and projections in the developing countries. For detail on this

matter see Paris, An Appraisal of "Income" Elasticities.




TABLE XXVI

LDCS' ANNUAL TOTAL GRAIN CONSUMPTION, AVERAGE 1951 - 1953

(1)a (2) (3 (1) (5} 6) (?h (8
- - Change ini Net Ymports | Total Net Avail- ] Per Capita.
- LDCs Production -]  Stocks Tmports Exports | (3) = (&) Supply | sbility JNet Avail-
@A) + (5) | (6) x 75 | ebility
- - -  thousand  wmetric tons « - ~ - pounds «
I::lei:j,ca 30889.00 | n.a. b156,67 | 3440.33 716,33 | 31605.33 | 23704,00 | 312.89
o North 10367.00 neas 1052,00 | 1121.00 | 69,00 10298.00 7723.50 | 316.67
]
- -ﬁ West 5365.00 Nele 319.33 104,00 215.33 5580,33 185,25 109,24
=1
& East . 8. . ) .
o st 5671.00 n.a 356.33 140.33 216,00 5587,00 415,25 152,77
(=} ) .
g 'Totll 21403,00 n.a. 1727.67 1365,33° 362,33 21765.33 16324,00 177.93
West 14812.00 n.s. 859.00 | 1252.67 ~393.67 14418.33 | 10813.75 370,61
‘a South 75826.00 n.a, 4855.00 | 110,33 byl 67 80570.67 | 60428.00 27?9?
m - .
a} @} South .
o E E:st' 13787.00 nea. 111.00 144,67 =3033,67 . 10753433 8065,00 319.50
- .
) oth X
. Bact 8925.00 | n.s. 1364.67 72,67 | 1292.00 | 10217,00 | 7662.75 | 320.30
=]
Total §{ 113350.00 n.s. 7189.67 | 4580,33 2609.33 ]115959.33 . | 86969.50 287,00
Far ‘East .
: & 713000 oo 1 . .6 . .
. Oceanta n.a 949.33 34,67 1914,67 2§z7 67 1970.75 |  us.87
@ .
| a1 s | 166355.00 | nea. 1502333 | 420.67 | sé0z.67 |171957.67 |128968.25 | 2s7.ou

anver_z-;,ge 1948/49 -~ 1952/53,

bSee footnote b, Table XXII,.

OTT



TABLE XXVII

1.DCS' ANNUAL WHEAT AND FLOUR CONSUMPTION, AVERAGE 1951 - 1953‘

(1r (2) 3) ) - (5) (6) (7)° 8)
Change in Net Imports | Total Net Availe} Per Capita
s Production | Stocks Trports | Exports | (3) - (&) Supply ability | Net Aveil-:
(1) + (5) | (6) x o75 | ability
- thousand metric  tons - - — pounds -
Latin
America 7972.00 nea. 3409,33 1727.00 1682.33 9654433 8206,18 | 108,32
@ - : .
ﬁ North 3374.00 Nese 982,00 313.67 668.33 4042.33 435,98 140,88
H .
-, 5 West 59.00 n.ze 201,67 «67 201,00 260,00 221,00 5677
-4 B M
> A mast 310.00 n.a. 128,33 10.67 117.67 427,67 363,52 12,58
U -
- Total 3743.,00 Ness 1312,00 325,00 987,00 4730,00 4020,50 | 43;82
West 8061.00 nea. 631.67 17,00 | 214,67 | 8275.67 | 703.32 241,28
a ; " .
: South 11603.00 Nete 3096,00 12,67 3083.33 {14686.33 | 12483.38 5742
olel south 1. g : '
Wl East k.00 nes. 109.67 - 109,67 113.67 96462 3.72
=
> Other )
= East 98,00 Deae 549,67, - 549.67 647.67 -1 550.52 23.01
a _ v .
\ Total | 19766.00 nes. 4387,00 429,67 § 2957.33 }23723.33 | 20164.83 66,54
Far East - .
& - Nede 781.33 - 781.33 781433 664.13 16,47
9 } Oceania
1]
ﬂ . .
Al A1 IDCs | 31481.00 nea. 9889.67 2481,67 | 7408,00 |38889.00 | 33055.65- 66i11

8Averege 1948/L49 - 1952/53.

bsee footnote b, Table XXII,

TTT
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food shortage, will increase their food graln consumptlon as their per

caplta income rises, other factors rgmaln;ng_ggEEEEEE: That is, with a

10% increase in per capita income in the LDCs in 1951-1953, per capita

wheat and flour consumption increases by 16%, total grains by 4%.

For the use of the dummy variable test,11 assume that the food

AL

e
grain consumption (C for total grains and C' for wheat and flour) for

1951~1953 and for 1954~1956 is written as follows:

log G, = log a + a, logD + a,logX, + a,log (DXi) +log U

2 i 3

i =10 « o3 22 observations

1

where log D = 1 if the observation lies in the base period.
= 0 if the observation lies in the 1954-1956 period
X = per capita incomes, and
ay and a3 = the differential intercept and differential slope coeffi-

cients, respectively.
The estimated regression equations are12 .

1) for total grains

log c = 145708 = 0,1926 log D + 0.4189 log xl + 0.0955 (log DX. )
(0.672L) (0.2339)%% (0.3363)

R2 = 035 DF = 18

2) for wheat and flour

log C', = -1.7577 - 0,07021logD + 1, 6966 logX, + 0,019k (log DX, )
(1.6093) (0.5599)* (0.8049)

R = 0.50 ODF = 18

Hgusarati, "Use of Dummy Variables," ppe 50-52.

12Estimates of per capita incomes and per capita total grains con-—
sumption for (1951-1953 - 1954-1956) and for (1951-1953 = 1959-1961)
are obtained from Tables XIII, XV, XVI, XXVI, XXVII, XXIT, XXTIT, XXIV,
and XXV,
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By the same method, regression equations for 1951-1953 and 1959-1961 are

1) for total grains

log c = 1,5708 ~ 0,3390 log D + 0.4189 log xl + 0,1702 (log DX. )
(0.8598) (0.2568) (0.4278)

R% = 0,2, ODF = 18

2) for wheat and flour

log ', = =L 7578 = 0.8769 1ogD + 1.6966 logX, + 0.4374 (1og DX, )
(1.8764) (0.5605)* (0.9336)

R = 0,49 DF = 18

* indicates significance at better than 1%

** indicates significance at better than 10%

Figures inparentheses are standard errors of the regression coefficients,
The above four equations indicate that both the differential inter-

cept and the dlfferentlal slope coefflclents are statlstlcally insigni=""

PN

T R e e
Fatyg T

ficant, meanlng that the 1ntercept and income elastlclty for food graln

o

consumptlon functlons in the LDCs before P. L. 480 (1951—1953) are not

dlfferent from those in evidente during the law'’s operation (l95h—1956

a.nd 1959—1961)

With the exception of a few regions, P. L., 480 has caused the LDCs
actual commercial grain imports from all sources to be less than their
expected levels in the absence of the law in the two periods under study
and for both commodities in question (Tables XXVIII and XXIX), In other
words, no addition to the LDCs! food grain consumption beyond the law's
shipments was attributable to the law having expanded these eountries' ‘
commercial imports of grains, However, the adverse effect on the LDCs?® k

total commercial imports was compensated partially by the law's ship-—

ments themselves and by other factors such as the increase in domestic

production, leaving income elasticities almost unchanged. In most of



TABLE XXVIII

1DCSt ANNUAL EXPECTED AND ACTUAL COMMERCIAL TMPORTS,
FROM ALL SOURCES, AVERAGE 1954 — 1956

A) Total Grains,

Expected
Commercial Aetual
Tmports Commercial
Imports
Method A | Fethod B TS
= =thousard metric tons - =
Latin
America § 4879.339 4239,207 | 365,922
[77]
R
H North 793.194 811,532 315.858
~
= « %
: % West 580,658 773.495 501 .666
ol 2
o East 433,025 578,006 | 313.333
Total 2018,627 2332,695 | 1130.858
f=)
@ Vest 2027.273 1728.563 | 705.087
=%
o }
Y South 2887442 LOh2,643 | 1930.965
253
]
Ed Bl
w| South
2 2| Zast 398,596 529,604 143,816
Other
Pact 1057,068 1002.260 { 993.429
Total §5341,93¢ 6678.524 }73768.219
o { Far East
0 nea . 1627,
o1} Oceania nes 7493t
.-J .
A1l IDCs  }13816.667 15014.269 §9992.932

B) Wheat and ﬂgy;______
Expected
Commercial Actusl
Imports Conmercial
rts
Wethod A | Wethod B | 2P°
~ « thousand metric tons « =
3659.50% 168,942 | 3021.433
B, 76k 56k,252 223.217
-
360,700 470,655 285,333
268,673 351.240 148,333
1317,647 1526.928 656.883
1538,871 1301,781 455,416
1749.767 2387.760 913.717
247.607 322,610 102,800
754,188 721,835 188,633
3387.097 4198,783 1960,567
neoa- na.a. 449,000
9244y Lhily 10139,321 | 6087.883

** mea.ns that the Tevel of domést.ic production is less than that of the base period, 19511953,

11T



TABLE XXIX

IDCSt ANNUAL EXPECTED AND ACTUAL COMMERCIAL IMPORTS,
FROM ALL SOURCES, AVERAGE 1959 - 1961

Cormercial
Imports

Method A | Method B

—L_'ﬁA Tots) Grains
Expected Actual

Commercial

Imports

COUNTRIES

DEVELOPED

LESS

~ - thousand metric tons = -

Latin :
Amerdca 5946, 667 5106.138 3344281
North 963.609 966,726 1470.67%

a ] west 849,083  1018.668 735.371

7

2
East 516,667 679,296 452,382
Total | 2586.667  2869.353 |*2658.225
West 1617.204  1492,599 1787.388"
South |} 3846.154  5196.632 2098,763

o

%} south -

L3 By 508.654 646,500 105,739
Other . -
Orhe 843,293 887,032 1004.832
Total | 6721.429 8016.337 | 4506.930

Far East&

Oceania e nee 2288.499

A1l IDCs  |17006.250 17968.168

12182.672

Expected
Commercial 1 Actual
Impopts Commercial
Wethod A | Method B | Luports
== thousand metric tons - -
4493,333 3834,770 2843.533
668.343 678.356 | 1284.750"
5464330 654.179 | &o1.958*
. ke
322,305  ®6.440 | 208,833
 J
1715.556 1917.332 | 1895.533
- -
1170.609 1087.945 | 1093.53%4
258974k 32Lk, 815 950,434
320.833 403,053 72.300
572,256 608.652 457,300
4335, 714 5163.855 | 2364.93%
mia, Nea, 491.633
11512.500 12298.539 | 7004.667

* means actual commeréfal imports) expected commercial imports,. according to at least one method.

** yhere the level of domestic production is less than that of the base period, 1951-1953.

a1t
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the less developed regions, for example, domestic production of the two
commodities under study has increased for 1954-1956 and 1959-1961, as
compared with the base period (Tables XXVIII and XXIX)., Whether or not
this increased production was influenced by the law (P. L. 480 produc-
tion effect) is the subject of the next chapter.

P. L. 480 should not be held solely responsible for the insignifi-
cant variation in the LDCs!' income elasticities, since food consumption
in these countries is influenced by many different variables related to
production and foreign trade, Considering the inadequacy of domestic
agriculture, population problems, food shortages, more grain imports,
and the struggle for a better standard of living in these countries, a
massive concessional food aid program like P. L. 480 may be expected to
cause some impact (hopefully a positive one) on their grain consumption
pattern with respect to their income, Whether the foreign currencies
the LDCs saved by substituting P. L. 480 concessional shipments for
commercial food grain impprts went to buy more foreign capital goods
for development purposes, or to buy more foreign non-grain food raises
a serious question: why not more food grains which, besides being
inexpensive even in commercial purchases by comparison with other food
products, already dominate the diet in these countries?’” This question
can be answered in a comprehensive study that goes beyond food grains

/

to include all non-grain food consumption in the LDCs,

13"In the less developed countries. . o .Where the caloric intake
is extremely low, the first need is for increased supplies of high
energy foods." Pollock, "Is the World Changing Its Eating Habits?"
pp 1) 6-70 .



CHAPTER VI
P, L. 480 PRODUCTION EFFECT IN THE LESS DEVELOPED COUNTRIES

P, L. 480 was enacted mainly to :rid: the United States of accumu=
lated agricultural surpluses. The United States hoped that these sup-
plieswould not replace the recipients®' commercial imports of these
commodities, and hoped also that this surplus food might help to feed
the world's hungry and promote their economic development.

The necessary conditions under which these goals might be accom-
plished had been defined in studies done on agricultural aid programs.
Nurkse, for example, indicated that

A transfer of consumable resources from the rich to the poor

may increase the world total of human happiness. It may be

desirable on grounds of welfare economics, though even on

this level the system might not be without its drawbacks.t
These possible drawbacks were seriously investigated by both the United
States and international agencies.2 From the early 1960's it was

e s e,

recognized that unless United States food aid programs were carefully

planned, they might cause "trade disruptions, growth interruptions,

P

1Ragnar Nurkse, Problems of Capital Formation in Underdeveloped
Countries and Patterns of Trade and Development (New York: Oxford
University Press, 1967), ppe 93-9k.

ZSee, for example, United Nations, Food and Agriculture Organi-
zation, Uses of Agricultural Surpluses to Finance Economic Development
in Under—devéloped Countries: A Pilot Study in India (Commodity Policy
Studies, No. 6), 1955.
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and scandalous wasteo"3

po——

It should be noted here that food aid is not, and should not be,

considered. the sole approach to the LDCs' food problem., Others must
be population control, increased agricultural productivity, and the
development of non-conventional sources of food supply.A When the LDCs!?
food shortage is considered as a short-run problem, population control
and an increase in food aid are usually recommended, Over the longrun,
however, these countries should overcome most of their food shortage
through increased productivity and some degree of population control,
Relating P. L. 480 programs and food aid in general to the economic
development issues in the LDCs is beyond the scope of this chapter. It

will rather examine the conditions under which P. L. 480 programs might

—————

have contributed to the LDCs' agricultural development, particularly

their food grain production. Hopefully, this examination will provide

perspectives by which the P, L. 480 production effect may be judged.
Food Aid and Agricultural Development in the LDCs

Agriculture in most of the LDCs provides food and raw materials for
domestic and foreign markets, and occupies most of the labor force and
land resources; thus its development is a priority requiring serious
programs on many fronts. These programs must be aided by agricultural

policies concerning land (area, productivity, tenure, and reform), labor

3W'illard W, Cochrane, Arthur B, Mackie, and Grover C, Chappell,
"Potential Uses of Farm Products as Aid to Developing Countries," JFE,

XLV, No. 5 (1963), 973

A"Panel Discussion: Optimal Strategies for Balancing Future World
Food Production and Needs," in Alternatives for Balancing World Food

Production and Needs, pp. 243~66.
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productivity and disguised unemployment and incentives to farm, capital,
climate, prices, credit and marketing facilities, use of fertilizers
and pesticides, technological advance, and education.5 Most of these
policies are initiated and put into effect by the LDCs themselves.

However, foreign aid can supplement these internal efforts. According

to Robert Stern, agricultural surplus disposal can contribute to recip-

ients' consumption and economic development without replacing their

i

commercial imports if certain conditions are met:

isﬂkdditional consumption made possible by the surplus aid in the recip-
ient countries should be matched concurrently by additional investment
beyond what had been originally planned. Where added consumption is
not matched by increased investment, these countries would gain rela-~

‘ ﬁively little capital formation for their economic development except
indirectly through improved diets which might make possible improved
productivity., Inflation would occur, however, if added investment were
not met by a sufficient supply of consumption goods., ILong=term guaran-
teeg should assure the recipients that these aid-investment programs
will not be abruptly terminated.
2) The prices of these surplus aid commodities, when sold for local
currency, should not be higher than the world market prices, unless
they are received as grants. Nor should they be lower than current
prices in the recipient countries, In the first case, the recipients
would be paying more than the alternative value of the resources; and

in the second, possible substitution of these aid commodities for

5For detailed analysis of these factors, see John W. Mellor, The
Economics of Agricultural Development (Ithaca, New York: Cornell
University Press, 1966)
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domestic products would occur.6

Other studies emphasized further conditions. When workers in de-
—

velopment projects, for instance, are paid partially in kind, in terms

of the food aid commodities, little impact on domestic food prices will
occur, Indoing this, however, the LDCs require not only food commodi-
ties (wage fund) but also a supply of many capital goods and services
such as clothing, housing, and capital equipment.7 Therefore, food aid

M—'—“\
should encourage, and not substitute, other forms of aid. Nor should

food aid reduce the efforts of the recipient governments to develop do--

mestic agriculture. These efforts may be in the form of coordinated

a———r
plans (agricultural price policies, for example) -to absorb food aid

without adverse effect on domestic prices and thus on production; the
incorporation of food aid into long-run economic plans; and provisions
for required additional investment to match concurrently the increased

consumption made possible by the food aid. Finally, the local curren-

cies received for the sale of food aid commodities can, under favorable

conditions, contribute to the recipients' agricultural develOpmento8

6"A.gricultural Surplus Disposal as a Means of Financing Economic
Development," Economia Internazionale, XIT (1959), 643~57. For full
treatment, see Stern's "World Food Exports and United States Agricul-
tural Policies: A Study of the Development of World Trade in Food with
Special Reference to United States Food Surplus Disposal and Foreign
Aid" (Ph.D..dissertation, Columbia University, 1958), Chapter VII.

7“Food aid for economic development alone could not be expected to
amount to more than one-sixth to one—fifth of the total capital aid
required by underdeveloped countries." United Nations, Food and Agri-
culture Organization, Development Through Food: A Strategy for Surplus
Utilization (Rome, 1961), p. 3.

8For full treatment of these conditions, see Dubey, "Food Aid and
Economi¢ Development,™ pp. 167-98.
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P. L. 480 and Agricultural Development in the LDCs:
Emphasis on Food Grain Production

In spite of P, L. 480's intention of expanding trade among the

United States and friendly nations and of providing food for needy peo-

ple abroad, its commitment to economic development in recipient coun-

——

tries was too general: it did not emphasize agricultural productivity

or increased food grain production. This deficiency was recognized:

Our basic objective is not to help the developing countries

achieve self-sufficiency in food production, Rather, it is

to help the recipilent countries develop their economies to

the point that at some future date they can import on com-

mercial terms what they can not produce economically them~

selves,?
P. L. 480, therefore, is attempting to balance its consequences, for it
would be self-defeating if, on the one hand, it expanded United States
agricultural exports, and at the same time stimulated the LDCs' agri~
cultural production, reducing their commercial imports from the United
States and other exporters. Absolute self-sufficiency, however, is not
a relevant goal for the LDCs, The viable priorities are for greater
efficiency through increased agricultural productivity and the applica-
tion of modern agricultural methods. Such activities would help solve,
at least in part, the problems of food shortage, population density on

limited land areas, and balance of payments,

Iester R, Brown discovered, empirically, that the main agricultu~

et o,

ral problem faced by the LDCs i1s low per-acre yields: this factor has

e

limited their capacity to feed themselves and has perpetuated low agri-

R A s

- iiadts o U

9Irwin R. Hedges, "Foreign Economic Development and United States
Agricultural Policy," in United States Agricultural Policy: Foreign
and Domestic, Agricultural Policy Institute Series 28 (Raleigh: North
Carolina State University, no.d.), p. 36
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cultural productivity. Brown borrowed Rostow's concept of a "take-off"

st

stage of economic development, applied it to the low-yleld-per-acre di-

lemma, and concluded that the LDCs need a "yield take-off" in their
agriculture, which would generate a sustained trend of repidly rising
—

yields.1O Table XXX shows the persistence of the dilemma even with

P. L. 480 programs in operation.

TABLE XXX

INDEX OF GRAIN PRODUCTION, AREA, YIELD, POPULATION,
AND OUTPUT PER PERSON BY ECONOMIC GROUPS OF THE
WORLD, 1934=~1938, 1957/58 - 59/60, AND 1960/61

Developed? Less DevelopedP

1934~1938 | 1957/58-59/60 |1960/61 |1957/58-59/60]1960/61
Grain Production 100 1,0 151 135 142
Area in Grain 100 101 100 126 132
Yield Per Acre 100 138 151 107 108
Population 100 120 146
Output Per Person 100 119 126 96 97

SNorth America, Western Europe, Eastern Europe and the U, S. S. Ro,
and Oceania,

bAsia, Africa, and Latin America.

Source: Several tables in Brown, Man, Land, and Food,

1O"Population Growth, Food Needs, and Production Problems," Devel~-
opment Digest, III, No. 3 (1965), 80-89, For full detail on this sub-
ject, see Brown, Man, Land, and Food,
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Table XXX indicates that rising per-acre yields in the developed
regions produced a 51% increase in grain output between 1934-1938 and
1960, Four~fifths of the less developed regions' output increase of
4,2% came from expanded grain area rather than improved productivity.

A yield take-off could occur in the less developed regions if

RN

agricultural policies offered favorable farm incentives, such as in-

i3 4 sl Gt

creases in farm prices, Other measures, such as an increase in farm

st eI

literacy and in available capital, would also be helpful. The develop—~

ment of a market-oriented economy would make it easler to finance the
capital required to raise yields, and the support of non-agricultural
sectors of the economy would facilitate agricultural inputs such as
fertilizers, tractors, and insecticides.

In view of the situation, the question arises: what did, or could,

P. L. 480 do to affect the LDCs' agricultural productivity in general,

and their food grain production in particular?

P. L. 480 programs have saved the recipients foreign exchange: the

law's substitution effect on the LDCs' commercial imports of food grains
underlines this conclusion. But there are no guarantees that the for-
eign exchange thus released has been used to purchase foreign invest-
ment goods beyond what had been planned for in the absence of P. L. 480,
It has been shown, for example, that ". . .a portion of U. S. wheat
shipments to India has released exchange for the purchase of arms.,"11

Similar claims have been made about other LDCs,.

There are strong reasons, as the above discussion shows, for skep-—

llRaymond F, Mikesell, The Economics of Foreign Aid (Chicago:
Aldine Publishing Company, 1968), p. 198.
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ticism about the law's aggregate impact on agricultural productivity,
particularly grain production, in the LDCs., The use of the counterpart
funds which have accumulated under Title I, and which should contribute
to the recipients' agricultural development, is questionable. As inthe
case of released foreign exchange funds, these local currencies carry
no provisions for use, Too often the United States government approves
the allotment of these funds as loans or grants, or for project use,
without requiring specific plans. And the LDCs themselves tend to
delay using these funds., As an example, on December 31, 1964:

o o o0f the total accumulated local currencies earmarked for

loans or grants to the recipients under P. L. 480 commodity

sales agreements, nearly $1.6 billion had not been disbursed&

of which $623 million equivalent represented Indian rupees.l

Lack of planning has resulted in spreading the counterpart funds
too thinly over too many projects where agricultural development was
not a priority; criticism of the use of the funds has centered on this
weakness. Some of these uses are listed below; Table XXXI following
indicates the share of economic development in these funds., Section 104
of Title I13 specifies allocation of counterpart funds to
1) agricultural market development
2) supplemental stockpiles
3) common defense
L) purchase of goods for other countries
grants for economic development

)
) payment of U. S. obligations
) loans to foreign governments

=3 ON\n

12 pid., pe 1900

13Items 1 through 8 were included in the original Act. Item 9 was
added on June 18, 1956; 10 on August 3, 1956; 11 on June 30, 1958;
12 through 15 on September 6, 1958; 16 through 18 on September 21, 1959;
and 19 on August 8, 1961, Menzie and Crouch, Political Interests in
Agricultural Export Surplus Disposal, p. 31l. ’
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8) international educational exchange

9) translation of books and periodicals

10) American~sponsored schools and centers

113 scientific, medical, cultural, and educational activities
12) buildings for U. S. government use

13) trade fairs

14) acquisition, indexing, and dissemination of foreign publications
15) American educational institutions

16) workshops and chairs in American studies

17) purchase of nonfood items for emergency uses

18; audiovisual materials

19) sales for dollars to U. S. tourists

Only 2.3% of planned foreign currency allocations under P. L. 480,
Title I, July, 1954 to June,‘1958, went for multilateral trade and eco-
nomic development, as compared with 38,2% to pay for United States
obligations and military procurement, Table XXXI illustrates the dis-

tribution of these funds, in millions of dollars.

TABLE XXXI

DISTRIBUTION BY REGIONS OF PUBLIC LAW 480 TITLE I SALES
AGREEMENTS, JULY 1954 TO JUNE 1958

Total Earmarked for

Reglon Agreements Percent Development Percent
Europe $1,105.9 39.0 $ 513.0 31,8
Latin America 36241 12,8 283,14 17.6
Near BEast 287,02 10,2 171.3 10.6
Far BEast 1,078.9 38,0 646.3 L0.0

Total $ 2,83L4.4 100.0 $1,614.0 1 100.0

Source: Stern, "Agricultural Surplus Disposal," p. 645.
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As the law put more emphasis on economic development in the 1960%s,
grants for economic development from July, 1954to June, 1963 came to be
1739.8 million dollar equivalents, or 18.5% of the total foreign cur-
rency agreements to all developed and less developed recipients. ILoans
for food and agricultural development were only 275.2 million dollar
equivalents, or 15% of total loans for economic development to all
recipients (including such.developed countries as Japan and Spain)«lLF

Allocations aside, a closer look at the nature of these counter-
part funds reveals thelr real shortcomings as means for financing eco-
nomic development in the LDCs: "Why, . .should a country having an
adequate fiscal and banking system want to borrow its own currency at
4 percent and have to listen to American advice on how this currency
should be used. « » ?"15 In a similar vein, Little and Clifford indict
strongly the present conduct of the counterpart funds; if a country |
needs funds for development projects, they maintain, it can issue or
borrow currency itself and thus be relieved of external obligations in
the use of the money:

[A recipient country] will use these counterpart funds only

for things it wants to do anyway, and only then in order to

please the Americans, This is the reason why so much remains

unspente o o oThis clumsy device. o owas born from a belief

in the economic obtusity of Congress and the American public,

who might be gulled into thinking that the commodities were

being sold and not given away,

Several attempts were made to encourage agricultural development

1L‘LDubey, "Food Aid and Economic Development," pp. 188-90.

15Mason, "Foreign Money We Can't Spend," p. 83.

16 fternational Aid, p. 173
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through work projects where money wages were partially supplemented by
P. L. 480 Title IT food grants.17 Besides possibly motivating the
recipients to start such projects, P. L. 480 produced little success.
Besides the inconvenience of its barter system,18 many workers couldnot
prepare their favorite dishes from the aid commodities and so asked for
a different kind of payment, since they were unwilling to change their
customary diet.s. - Tunisia, a major participant in agricultural food-for-—
work projects, was supplementing the money wage with American hard red
winter wheat., The workers were eventually allowed to exchange these
supplies for a coarse meal called semolina, made from local durum wheat
and used in preparing the national dish, "couscouss" - After a time the
money wage was being supplemented not with P. L. 480 wheat, but with
bags bearing the phrase "Tunisian Semolina donated by the people.of the
United States of America."19

During the decade of 1956-1965 the United States shifted the empha-
sis of her.ecoﬁomic aid to food aid under P. L. 480 programs.
Table XXXIT shows that economic aid under the Agency for International
Development (AID) and under the Export-Import Bank has declined, while

P. L. 480 and other sources of aid have become much more prominent,

17Such programs were tried in Tunisia, India, Algeria, Peru, Iran,
Morocco, Afghanistan, Ethiopia, Libya, Tanganyika, Brazil, and Bolivia.
Goals included water resource development, irrigation, and rural rehab-
ilitation.,

18Jacob Viner criticizes these food-for-work projects in that it
seems "paradoxical that in our economic development activities abroad
we should help laborers who have probably in many cases but recently
emerged from a near-barter economy to return to it." "Economic Policy
on the New Frontier," Foreign Affaits, XXXIX, No. 4 (1961), 568.

19Menzie, et'al,, Policy‘for Export Surplus Disposal, pe bhe
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TABLE XXXTT

SdURCE OF U, S, ECONOMIC ASSISTANCE COMMITMENTS TO LDCS2

1956-1960 1961=1965 19561965
$ billion |percent |$ billion |percent |$ billion |percent
A, I. D. 7.2 58 9.7 18 16,9 52
Export-Import Bank 1.6 13 1.8 9 3l 11
P. L. 480 3.0 2L 643 31 9.2 28
Other 0.6 5 2.4 12 3.1 10
Total 12.4 —-;5:;- 32.6

4Excludes Egypt; includes Greece.

Source: Kenneth M, Kauffman and Helena Stalson, "U. S. Assistance
to Less Developed Countries, 1956=1965," Foreign Affairs, XLV, No. 4
(1967), 1720,

Greater contribution to multilateral agencies caused the increase in
the "Other" category. Further, for the United States to use her
counterpart funds meant a displacement of these funds for dollars and
added to the LDCs!' scarcity of foreign exchange.

The most controversial aspect of the P. L° 480 food graln produc-—

tion effect in the LDCs is the p0331b111ty of reduC1ng government incen~

s s e 57

tives for beglnnlng and malntalnlng agrlcultural development programs,

- i

or depre331ng domestlc prlces Wthh in turn causes a drop in the pro-~
N e R A e e

duction of these commodltles. Debates over these issues have concen-—

L RS

trated on whether or not food production is affected by changes in the

prices of food products; and on the differences in the conclusions of
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empirical studies on what is called here the P. L. 480 production
effect in particular and economic development in general in recipient
countriess The results are different, the emphases were varied, and
they were by no means conclusive, However, this empirical evidence can
shed some light on common factors attributable to the P. L. 480 food

grain production effect in the LDCSon

Both Pakistan and Israel, for
example, used P. L. 480 grain to divert land from wheat to other pur-
poses, export crops in the case of Pakistan; poultry, dairy production,
and fruits and vegetables in the case of Israel, Governments in
Colombia and Egypt, on the other hand, used P, L. 480 commodities to
provide greater stability for internal market prices which were to a
great extent government-controlled.

A comparative study of the impact of P. L. 480 Title I imports on
domestic agricultural production in Colombia, India, Israel, Japan,
Pakistan, and Turkey provided three conclusions that seem appropriate
for a general statement on the P, L. 480 production effect in the LDCs:
1) P. L. 480 imports had very little adverse effect on agricultural
production in the recipient countries;

2) the law has allowed additional flexibility in the recipients' public
policy; and

3) differences in public policies among the recipients were the most
important cause of differences in the impact of P, L. 480 shipments on

" /

-““For details on this empirical evidence see Barlow and Libbin,
Food Aid and Agricultural Development; and Mikesell, The Economics of
Foreign Aid, pp. 191-98. Also see Appendix E for selected reference to
the P. L. 480 economic impact on individuals and groups of recipients.,

I VR
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domestic agricultural prices and production from one recipient country

to another.21 This third conclusion is also the main factor in the

different outcomes in the empirical evidence mentioned earlier. Thus

government agrlcultural policies in recipient countries have beerlmalnly

responsible for the direction of the P, L. 480 production effect, In
R st deisvi

addition to conclusion (1) above, which indicates that the law had very

1little adverse effect on agricultural production, it has been found that

¢ o ofor many cases examined, changes in these shipments had
relatively insignificant price-output effects and these could
have been offset by a modest growth in population., Estimates
of parameters for India indicate that a 20-percent increase
in the quantity of food grain shipments between 1956-57 and
1961-62, other things being equal, would have decreased food
grain prices 1.6 percent and domestic food grain output O.4
percent 22

This chapter must conclude that P. L. 480 surplus food has not

fulfilled the condition that it provide more consumption and capital

g T

formation for economlc development with no adverse effect on the LDCs'

commercial imports of the same commodities, This study showed that the

IDCs substituted P. L. 480 food grains for commercial imports of these

products from the United States and other developed countries, And the

United States has apparently come to consider P, L. 480 food aid as a

substitute, rather than as a supplement, for dollar aid, Both are

required for addltlonal 1nvestment in the LDCs°|

i TS R i e

—

N

21See Wayne Alan Schutjer, "The Relationship Between P. L. 480 L;f/

Title I TImports and Domestic Agricultural Production in Six Receiving
Nations" (Ph.D. dissertation, Michigan State University, 196L4).

22Gary L. Seevers, "An 'Evaluation of the Disincentive Effect . -
Caused by P. L. 480 Shipments," American Journal of Agricultural
Economics, L, No. 3 (1968), 630,
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Admittedly, P. L. 480 was not enacted to solve the LDCs' economic
23

development problems, - nor to promote the development of self-

sufficient food grain production, But even the relatively limited

goals of contributing to agricultural efficiency and yield take-off,
especilally of food grains, have been blocked by the weaknesses of
limited counterpart fund allocation, and food-for-wage shortcomings.

The P. L. 480 production effect has depended primarily upon the public

policies of the recipients themselves. Its effectiveness thus impeded,

— P

et

the law has made no demonstrable difference in its recipients' income

elasticities of food grain consumption.

ey

s

23Ma-tthew J. Kust, however, proposed a commodity exchange union
for directing the world's surpluses into economic development.
"Economic Development and Agricultural Surpluses," Foreign Affairs,
XXXV, No, 1 (1956), 105-15.



CHAPTER VIT
SUMMARY AND CONCLUSIONS

World attention has been focused on the development problems of the
LDCs since World War II, and numerous intensive studies on their food
problem have made familiar such issues as world hunger, the population.
explosion, the need for and supply of food and its shortage and balance,
and food aid, These studies have also made apparent the complexity of
the food problem, and have shown that any proposed general solutions
must be accepted cautiously, in view of political, social, and economic
differences among the LDCs,

Concurrently, the United States was coming to grips with another

problem: the accumulation of agricultural surpluses. ngyaen the LDCs!

food needs on the one hand and the Unlted States' _surplus disposal needs

e PR A AN 30345 805

—
on the other, certaln meetlng p01nts occur, which this study has recog-

e ]

nized. One is that the LDCs®' food problem 1s primarily one of food

graln avallablllty, and that P. L. 480 food ald has been primcipally in

Ve

the form of food grains..-.The Ps L. 480 contribution to the LDCs' food

grain consumption was studied on an aggregate basis, and referred to as
the law's consumption effect, It was estimated that P. L. 480 contri-
buted 1.4% and 5.6% of the LDCs' total grain consumption in 1954-1956

and 1959-1961 respectively, and for wheat and flour in the same periods

5% and 19.3%., This study has not presumed to offer normative statements

about whether the law's consumption effect should be different in order

P
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to be more efficient,1 but simply to measure it, aqd to determine how
far the LDCs might reasonably count on such a massive food aid program:
to help solve their food problem., Further, it was found that the LDCs*
income elasticities of food grain consumption showed statistically
insignificant variations before and after the enactment of the law,
Such aggregate estimates are helpful in evaluating the extent of the
IDCs* food problem and understanding why, for example, "give-away food
is giving out - and still the world hungerse"2

P. L. 480 was intended in theory to add to, and not replace,
"usual marketings", or "normal"' commercial foreign trade of the recip-
ient countries, so that it could offer a net contribution to their
economic development in general, and consumption in particular., The
law, therefore, did not intend to ". . .save the recipient country
_foreign exchange. 0"3, nor to help the LDCs! food grain production to
become self-sufficient to the point of reducing or competing with the
commercial exports of the United States or her competitors.

This study found that the actual P, L. 480 trade effect on the LDCs

was substitution, mainly of some of their expected commercial imports

PRI

from the United States in 1954=1956; by 1959-1961, however, substitution

D e e

had occurred for some of their expected commercial imports from other

1William and Paul Paddock have introduced what they call "The
Thesis of *Triage*", suggesting that American food aid should be given
only to those whom immediate aid can save. They list 111 recipients of
P. L. 480 food Ein 1965), and ask’ where within the triage each belongs,
Famine ~ 1975! (Boston: Little, Brown & Company, 1967), pp. 205-09.

2The title of an article in U. S. News and World Report, June 2,
1967, pp. 38-39.

3Raymond F. Mikesell, Agricultural Surplus and Export Policy (Wash-
ington, D. C.: American Enterprise Association, 1958), p. 32.
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developed countries as well as from the United States, _In addition, the

PR g

law did not cause a change in the LDCs' marginal propensities to import,

or in their income elasticities of imports, inceither peridd under study

from what they were before the advent of the law, in the base pericd of
1951-1953, This result may come as no surprise; many studies posited
similar results descriptively. However, this systematic attempt has
sought to establish these results precisely and to test their validity.
Obviously, a program of the extent of P. L. 480 might contribute to
the improvement of the complicated and deeply=-rocted agricultural inade-
quacy of the LDCs. However, increasing the LDCs' agricultural producti-
vity requires far more than food resources, especially when the coun—
berpart fands were spread so thinly over many development projects,

rather than concentrating on food production alone. According to

existing studies, Ps L. 480 seems to have had, on an aggregate basis,

W
at best a negligible effect on food grain production in the LDCs.

ot

"The d@bove conclusions on the law's three effects are based in part

on the following considerations:

First, there was a need for such an aggregate study of the P. L. 480
effects., Its conclusions promote better understanding of the connec—~
tion between the law and these countries'! food prcoblems. All the free
1LDCs were given the opportunity of becoming reciplents, and in varying
amounits the law's shipments did indeed reach all the less developed
regiéns. However, it was beyond the scope of this study to propose a

plan for the distribution of its shipments.A

AFor such a proposal, see Franklin M. Fisher, "A Proposal for the
Distribution Abroad of the United States® Food Surplus," The Review of
Economics and Statistics, XLIV, No. 1 (1962), 52-57.
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Second, concentrating on the law's most controversial effects -
trade, consumption, and production - enabled this study to investigate
them in depth, in light of the LDCs' food problem, Further, concentra-
tion on food gréins alone was most relevant, because grains make up the
bulk of the diet in these countries. Grains dominate P. L. 480 ship-
ments, and statistics on grains are relatively more available from the
LDCs than are statistics for many other commodities.

Finally, the methodology of the predictive model used in this study
is not new,5 but its application to both food grains and the LDCs may be
considered a contribution. Because of the aggregate nature of the
study, the model was kept simple to avoid the uncertainty and built—in
errors in the data on the LDCs, and to prevent the estimate from run-
ning into too many of these sources of inaccuracy. As was pointed out
before, complete and accurate statistics on these countries are not
available; nevertheless, existing evidence as revealed in this study
points consistently in the same direction. Such consistency cannot be
ignored simply because it is not absolute. In. Arnold Harberger's wards:

When all or most of a set of uncertain and imprecise pieces

of evidence point in the same direction, we have the sort of

situation where ignorance turns into hunch, hunch into be=" :
lief, and, ultimately, belief into knowledge.6

SSee, for example, a summary taken from 42 books and articles pub-
lished between 1937 and 1957 of the numerous uses of elasticities and
propensities for predictive purposes in international trade: Hang Sheng
Cheng, "Statistical Estimates of Elasticities and Propensities in Inter-
national Trade: A Survey of Published Studies," International Monetary
Fund Staff Papers, VII, No. 1 (19597, ppe. 107-58.

6"Some Evidence on the International Price Mechanism," JPE, IXV,
No. 6 (1957), p. 508.
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APPENDIX A

GRAIN IMPORTS OF THE LDCS



Total Grains

LESS DEVELGFED CCUNTRIES
Country .
Reg:'?.zn ‘ FéZZil AII;:;.ZQ . = ‘:’J Léh Cther ngt Total
' North | West East | Total | West | South | Test’ | fast | Tot2l | cceanis |Tmrorts
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1952 2846 587 9 16 694 326 2174 - 7ih 3214 110 6864

1953 1659 | 355 79 s | 438 297 1324 - 707 2328 87 | 4562

Avg 51-53j21 38 .66} ils2 66 90 28.66] 561,33 353.66} 2145.33 - 602.66 | 310t .66} 492.33 . 5290

1954 1272 L5 75 2 122 315 50 - Lug 813 14 2221
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Exports 1957 2814 9% 208 5 311 1131 1977 L5 1235 L3e8 160 7673
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’ . ) . . Far : .
AFRICA o ) : ASTA . : East . Total.

. Latin : South Other ©o 0 r s - Imports
Country -~ Year Ameriea North: West East Total West South - East East Total - Oceania
i 33 23,
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Beports | 1997 128 | 274 M7 173 794 335 | 1250 69 509 | 2163 | 1158 5539
to IDos | 1958 | 1471 | 33k 179 197 730 259 79 | 57 439 | 1544 § 1460 | 5205
° 1959 | 1730 | 253 | 228 | ‘189 | 670 521. 856 1571 401} 17937 § 13287 | BS2t:
1960 | 1662 62 227 190 479 i 9u7 13 5671 2004 | 16w’ | 5796

1961 169G | 89 200 | 216 | 505 | 546 | ©29 75 | &73) 2123 | 1590 | koos

1962 {- 1305 | 23 265 |- 247 535 | kot | 00 7 432 | 1680 - 1575 § 5095 -
1963 § 1137 | 83 138 | 231 52 | w99 | 656 67/} 7| 1966 | 1755 | 531b

1964 |. 1881 60 312 239 611 390 815 51 700} 1956 | 1757 6205
1965 | 2305 49 206 355 610 500 | 1032 96 1043 | 2671 o84 1 6570
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. . AFRICA ASTA Far .
Latin . - South  Other East Total -
Country Year America North West East . Total West South East East Totel Oceania Imnorts.:
-1 1951 - 28 - - 28 -6 486 - - Loz - | 520 .
1 952 - 243 - - 243 - 278 - 6 2& - 527
1953 - 55 - - 55 - 265 - 3 268 - 323
Iveg 5154 - |108.66 - - | 108.66 2 33 - 3 8 - 456,66
195‘"’ - - - 2 2 . - 218 - - 218 ‘- 220
1955 - - - - - - 122 - by 166 - 166
1956 - 126 - - 126 - 357 - 52 Lo9 11 546
Communist { 1957 - 353" - - | 353 - 209 - 94 303 M § 697
Countries | 1958 - 320 12 - 332 - 318 - 177 495 180 |} 1007
Exports 1959 322 ) - 364 - 369 - 8 458 453 | 1280
to IDCs 1960 282 - 25 - 25 o2l 250 - 95 369 199 875
: 1961 kg6 46 25 - 7t 13 28 17 149 207 - 117 891
1962 86k 65 Lo - 105 18 | 34 . 173 225 138 |} 1332
1963 890 40 .6 - L6 31 183 1 251 466 177 | 1579
196 625 6 5 - 11 35 | 301 - 171 507 233 | 1376
1965 898 157 1 19 177 40 204 - 136 380 134 ] 1589
1051 ] 3869 | 1183 30 | 378 | 1899 o0k | 5059 1 893 | 7562 | 2627 15957
1952 14239 'f 1287 293 329 1909 790 47s © 113 | 1ko05 7023 1806 14977
1953 | 4362 686 325 | 36 | 1375 883 | Mot 114 | 1796 6984 | 1415 114136
Ave 51-534156,66 1052 319.33 | 356.33 [1727.66 859 |-.4855 - 111 [1364.66 | 7189,66}1949,33 1502303
1954 | 4200 242 379 267 888 8 | 1785 195 | 995 | 3816 | 1314 |10,218
1955 { 3739 k4 379 353 | 1176 1782 | 1431 144} 1133 bug9o | 1274 | 10679 .-
1956 | k030 | 1267 613 320 | 2200 1681 | 3490 197 | 1961 7329 | 2297 |} 15856
1957 | 4746 | 1337 735 6 | 218 2002 | 5037 177 | 2117 9333 | 1830 18327
1958 | 4707 | 1457 640 458 2555 1847 sh37 § 184 | 2355 9623 2178 ] 19063
Total 1959 { 4569 | ouzs 823 e | 3715 2307 | 5859 176 | 1378 | 9720 | 2345 | 20349.
Imports 1960 | 4890 | 2684 827 426 | 3937 2852 | 8379 162 | 1540 13333 | 2586 | 2u7u6
by LDCs 1961 5134 | 3644 879 580 | 5103 3501 4921 270 | 2393 |11085 | 2393 [ 23715
1962 5586 | 3504 985 633 5122 3017 5341 267 | 1989 10614 | 2371 23693
. 1963 5920 3180 893 518 4591 3222 7420 316 | 3193 14151 2937 27599 .
1964 § 7271 | 3394 968 L63 | u825 2140 | 9792 227 | 2513 | 14672 | 2483 | 29251
1965 | 6774 | 3334 998 8u3 | 5175 3129 }10052 511 | 2987 16679 | 1562 | 30190
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Wheat and Flour

1ESS DEVELOPED COUNTRIES
"~ Country
or Fiscel | Latin AFRICA ASIA Fg st | Tote1
0 [+
Region Yoar [nericd yorth | West | East | Total | West | south |SCUtR | Gther i1 |oceanta |Tmports
1951 | 1450 378 72 16 | 466 382 | 2317 = | 212 | 2911 1222 | 6049
1952 { 2549 587 87 16 690 294 1562 - 226 | 2082 70 5391
1953 955 346 79 9 L3l 269 1181 - 322 1772 36 3197
lvg 58-5311651.B] 437 79.33 | 13.66 530 315 |168466 - 25_3.33 2255 4y 66 4879
1954 923 L5 75 2 | 122 283 49 - 382 714 14 1773 ..
v 1955 {1011 6y 136 2 206 67l 140 27 (i} 1282 20 2519 -
Ue Se 1956 |1722 704 | 150 5 859 879 | 1050 67 618 | 2614 101 5296
Exports 1957 | 1714 98 180 5 283 8oL | 1653 ks 788 | 3380 36 5413
" to LDCs 1958 | 147 102 134 51 287 Lys 3039 77 1063 L697 7 6438
1959 {1750 704 131 35 870 537 3560 97 630 L3824 15 7459
1960 | 2002 1552 213 23 | 1788 830 | 5729 B4 909 | 7552 120 | 11462
1961 | 3143 2223 187 43 | 2453 1798 | 2730 114 1011 5653 28 | 11277
1962 { 2439 2660 158 66 288l 1661 3296 122 869 5948 L | 11275
1963 | 2475 211 246 33 2690 1593 5799 140 1545 9077 321 14563
1964 | 3265 2374 137 2L 2535 775 7l 113 817 9149 7 14956
1965 | 1902 1679 214 57 | 1950 1356 | 7uuak | 175 1192 | 10167 14 | 14033

671



AFRICA ASIA " Far
. Latin ’ - South  Other East Total
Country Year America North West East Total West South East East Total Oceania Imports

1951 ‘632 673 119 § 107 899 260 5 166 175 | t112 301 | 2ok

1952 1 918 420 106 .98 624 252 |- 1148 112 306 | 181 335 |. 369%

1953 910 240 ih2 111 493 282 1691 114 4og | 2492 380 | 4275
Avg 5153 820 | u4k.33 | 122,33]105.33 1| 672 264,6611136,66 | 109,66 1296433 |1807.33 | 338.66 | 3638

1954 § 1153 177 193 117 | L8y 214 637 118, ‘2397] 1208 344 | 3192

1955 594 93 136 166 | 395 376 593 " 88 229 - :1286 392 | 2667

1956 782 262 166 153 581 393 1049 7. 420 | 71939 | 476 ] 3778

Free 1957 392 530 135 152 817 502 1600 63 279 | 2444 403§ k056
Developing{ 1958 539 645 213 191 | 1049 587 1011 45 234 | 1877 | 348 | 3813
Countries | 1959 705 1017 284 189 | 1490 716 - B2 61 233 | 1834 422 | W51
(excluding { 1960 455 1 943 271 191 | 1405 ] 1018 750 52 273 1 2093 { 437 | 4390
U. S.) 1961 sy 658 318 184 } 1160 G 919 62 313 | 1938 439 | 3985
Exports 1962 '} 598 287 317 221 825 351 - o 56 1488 394 ] 3305 .
to 1DCs 1963 | 624 L7 284 217 ouy 531 373 82 298 | 1284 404§ 3260
1964 |} 1023 511 205 104 820 L66 837 52 470 | 1825 394 | 4oé2

1965 § 1171 1213 326 226 § 1765 667 926 43 323 1 1959 k27 1 5322

1951 1148 26 - - 26 28 483 - - 511 - 1685

1952 203 - - - - 43 100 - - 143 - Wb

1953 1463 - - 28 28 79 235 - - 314 - 1805

Avg 51=53 938 8.66 - 9.33 18 50 272,66 - - 322,66 - 278,66 - -

1954 1556 - - - - 65 - - - 65 - 1621

1955 1768 - - - - 60 - - - 60 - 1828

1956 995 - - - - 10 - - - 10 - } 1005

1957 123“’ 195 - 30 225 . - - - - - - 1459

10Cs. 1958 | 1240 | 304 - - 304 27 - - - 27 - 1571
Exports 1959 | 1483 | 166 - - 166 | 137 - - - 137 -} 1786.

- to 1LDCs 1960 | 1526 28 - - 28 o1 - - - 91 15 1660
1961 390 - - 20 20 19 - 19 3 el 7 458

1962 | 1032 1 28 10 39 [ - 4 10 20 10 1101

1963 926 59 - - 59 39 . - 21 8 68 12 - | 1065

1964 | 1360 18 1 22 41 89 1 ? 22 119 32 1552

1965 -1 2023 23 10 35 68 87 11 3 4o 14 85 2317
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AFRICA ASIA Far .
latin . South Other East  Totsl
Countyry Year America North West Eaet Total West South East East Total Oceenis Iwports
' 1951 - - - 21 [ - - - - - .
e | = e P : : : 2 =] oAb
1953 - 55 - - 55 - - - - - - 55
Avg 5153 - 92 - - 92 2 - - - 2 - o
1954 - - - - - - - - - - - -
1955 - - - - - - - - - - - -
132}; 1 - 126 - - 126 - - - - - -- ;zf
- 351 - - 351 - - - - - - 5
Communist | 1958 - 317 - - iz | .- - - - - - 37
Countries 1959 - 307 - - 307 | - 10 - - 80 - 7
Exports 1960 | 263 - - - - 2l - - - 2 - - . o8-
to 1DCs 1961 | 300 46 - - v | - - - - - - ho -
}ggg 682 65 - - 65 - g - - 5 - ;g;
527 39 - - 39 5 1 1 133 157 - .
1964 1 266 - 1 - 1 - 36 - - 36 -} 303 -
1965 § 563 149 - 1 150 | - 4 - -3 ? - 720
CEE B U VAR BV R ! 06 | %7 | 220 | 1523 | 10705 -
1322 3670 | 1207 193 114 § 1514 589 | 2810 112 532 Lou3 kos | 9632
1953 3328 61 221 148 1010 630 3107 11 730 4578 w6 9332
lave sv5A3u00a3] 982 |201.66 | 128,33] 1312 ]63t.66 | 3096 109.66 J549.66 | 4387 | 781.33 889,66
1954 3632 222 268 119 609 562 686 119 621 1988 }. 358 6587
1955. | 3373 161 272 168 601 | 1110 733 115 670 2628 mz | 701k
1956 | 3499 | 1092 - | 316 158 | 1566 | 1282 | 2099 1 | 1038 4563 577 | 10205
Total 1957 | 3340 | 1174 315 187 | 1676 | 1396 | 3253 108 | 1067 | 5824 439 | 11279
Imports 1958 3226 1368 W7 242 1957 1102 | 4050 122 1327 6601 355 12139
by 1DCs 1959 § 3938 | 2194 15 224 | 2833 | 1390 | a2 158 863 6835 437 | 14043
1960 | u2hk6 | 2523 438l 214 | 3221 | 1963 | 6479 136 | 1182 9760 572 | 17799
1961 4375 § 2927 505 247 3679 2461 3649 195 - | 1327 7632 | 16160
1962 | 4751 | 3013 503 297 | 3813 | 2018 | 4ou2 182 | 1219 7461 408 | 16433
1963 | 4552 | 2956 530 250 | 3736 | 2168 1 6190 24ty ] 1984 | 10586 737 { 19611
196+ | soi4 | 2903 4 150 } 3397 11330 | 8318 172 | 1309 | 11129 433 | 20873
1965 | 5659 | 3064 550 319 | 3933 | 2110 | 8385 221 | 1558 | 12274 526 | 22392

The absence of data means negligible trade or trade of less than 500 metric tons.

Source:

These tables are based on data found in Mackie, et al., World Trade in Selected Agricultura) Comsmo-

dities, 1951 = 1965,
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APPENDIX B

GRAIN EXPORTS OF THE LDCS



To A1l Free Developed Countries, 1951 - 1965, Thousand Metric Tons

Total Grains
Latin Africa Asia Far East ALl
&
Year | amertca | wortn West | East | Total | West south | S0 B OHPT d 7otal | oceants | 1S
- 1951 1953 1167 102 43 1312 602 38 678 74 1392 - 4657
1952 145k 862 61 1 1064 891 1 590 62 1544 3N 4093
1953 2385 1048 64 34 1146 1348 - 722 st 2124 - 5655
Avg 51-53}1930.66 §1025,.66 75.66 | 72.66 1174 ouy 13 663.33 63.33 }1686.66 10.33 ] 4801,66
1954 €783 1134 50 102 1286 1609 25 1002 43 2679 13 9761
1955 3427 1048 62 184 1294 sh2 11 905 183 1641 10 6372
1956 3664 1018 99 192 1309 800 9 695 90 1594 1 6568
1957 3587 566 4o 158 764 477 - 584 115 1176 10 5537
1958 Louz 943 129 234 1306 614 - 439 204 1257 - 6605
1959 3900 623 102 178 903 488 . - 499 202 1189 1 5993
1960 5239 542 104 114 760 71 - 729 72 872 - 6871
1961 3236 284 17 263 - 564 16 4 620 82 722 - 4522
1962 5216 189 92 406 687 8u4s 3 475 96 119 1 7353
1963 4187 517 76 262 855 262 9 704 92 1067 - 6109
196k 5139 475 78 100 653 217 7 1124 132 1480 - 7272
1965 7047 171 125 16 312 249 5 957 293 1504 4 8867
Wheat and Flour
1951 883 292 - 16 308 11 38 - - L9 - 1240
1952 49 252 2 16 270 178 - - - 178 - bo?
1953 686 397 - - 397 451 - - - 451 - 1534
Avg 51-53] 539.33 | 313.66 .66 } 10,66 325 213.33 12.66 - - 226 - 1090.33

1954 1665 Lo - - k1o 700 - - - 700 - 2775
1955 1812 480 - 1 481 167 1 - - 168 - 2461
1956 1874 320 - - 320 186 - - - 186 - 2080
1957 1411 286 - - 286 139 - - - 139 - 1836
1958 1003 Las - - k25 169 - - - 169 - 1597
1959 897 300 1 - 301 239 - - - 239 1 1438
1960 8l45 220 - - 220 10 - - - 10 - 1075
1961 587 104 - - 104 8 - - - 8 - 699
1962 1507 100 - - 100 205 - - - 205 - 1812
1963 756 67 - 12 79 26 - - - 26 - 861
1964 863 88 2 - 90 36 - - - 36 - 989
1965 2049 35 - - 35 12 - - - 12 - 2096
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To Less Developed Countries, 1951 - 1965‘, Thousand Metric Tons

Total Grains

Africa Asis Far East ’
Yeor |, ot ‘ ‘ South | other | potar o ® The
Armerica North West East Total West South v East Bast o Oceania
1951° 1847 112 L2 uh 198 96 215 2483 5 2799 26 4870
1952 581 L7 33 99 - 179 246 29 2626 . 20 2921 12 3693
1953 2066 61 10 60 131 202 48 2187 -3 2Lk0 35 LE72 .
Avg 51-53 1498 7733 28.33 67.66 169.33 181,33 97.33 | 2432 9.33 2720 24,33 | 41.66
1954 1566 L9 8 3 88 307 98 22 L 2650 70 L3k
19%5 1882 134 17 78 229 141 - 186 2146 27 2500 30 -] 4641 -
1956 1182 186 27 49 262 99 104 2608 97 2908 3 4355 .-
1957 1513 222 11 144 377 155 n 3408 39 3643 - 6 '} 5539
1958 1487 252 69 113 L3 122 3 2840 10 2975 309 5205
1959 1881 21 50 42 333 212 63 2994 35 3304 3 5521
1960 1755 302 62 6+ | Lb28 Lo 6l 3363 126 | 3593 20 5796
1961 688 195 34 105 33% 151 96 " 3556 76 3879 4 4908
1962 1272 52 38 oL 184 114 114 3291 } 25 3544 95 5095
1963 1178 63 13 | ok 170 2L 116 3384 87 3831 135 5314
1964 1842 77 17 33 127 202 173 | 3692 133 4200 - 36 6205
1965 2521 27 2 42 71 218 160 3439 66 3883 95 6570
R Wheat and Flour '\
1951 1665 - - - T - 20 - - - 20 - 1685
1952 172 - - - - 174 - - - 174 - 3u6
1953 1726 - - - - 79 - - - 79 - 1805
Avg 51-53 ]1187.66 - - - - 91 - - - 91 - 1278,66
1954 1404 - - - - 217 - - - 217 - 1621
1955 1770 - - - - 58 - - - 58 - 1828
1956 995 - - - - 10 - - - 10 - 1005
195? 1370 - - - - 89 - - - 89 - 1“59
1958 1240 - - - - 27 - - - 27 304 1571
1959 1585 40 - - 40 161 - - - 161 - 1786
1960 1611 - - - - 3 - - 11 45 4 1660
1961 ’-LIO - - - - 19 - - 29 1&8 - I&SB
1962 1046 - 28 - 28 1 - - 24 25 2 1101
1963 986 - 5 - 5 E 14 - - 36 73 1 1065
1964 1360 17 11 . 12 4o 87 1 - 6l 152 - 1552
1965 | 2145 13 - 1 14 2l 8 1 62 95 63 2317

Vi



Total Grain BExports (Including Exports to Communist Countries)

1951 — 1965, Thousand Metric Tons

Total Grains
Africa . Asia
Tear | B0 North West East Total West South South |} Other Total Far&EaSt‘ ﬁ
America or es S East Fast Oceania s
1951 3819 1331 144 87 1562 698 253 3205 79 4235 26 9642
1952 2042 921 9l 240 1255 1413 30 3271 82 4796 43 8136
1953 4460 1111 7h oY 1279 1647 48 2958 &7 4710 35 10484
Avg 51.53 [ 340,33 | 1121 104 140,33 | 1365.33 [1252.66 | 110.33 [3144.66 72,66 |4580.,32 | 34.66 | 9420.66
1954 7514 1201 58 133 1392 2167 123 3297 Ly =634 83 15023
1955 5728 1250 79 262 1591 723 212 3489 210 L63h 40 11993
1956 Lon8 1272 126 241 1639 1004 113 362 187 4931 L 11522
1957 5116 14 51 302 1267 725 by L2ge 154 z215 16 11614
1958 5591 1266 158 347 1811 810 3 371 214 hugg 309 12209
1959 5783 868 164 258 1290 747 63 3644 2Ly 4701 L 11778
1960 7004 869 1566 178 1213 119 64 Layy 198 4628 20 12865
1961 3948 Lrg 51 368 905 177 100 4312 166 4755 7 9615
1962 7082 2¢ 130 £k 978 997 132 3979 121 5229 96 13385
1963 shliB 736 89 356 1181 574 17k 1375 179 5302 135 12066
1964 8ub7 829 95 133 1057 506 279 134 265 6184 36 1574k
1965 13083 319 127 58 sob 491 267 4723 59 =840 99 19526
Wheat and Flour
1951 2548 292 - 16 308 31 38 - - 69 - 2925
1952 221 252 2 16 270 628 - - - 628 - 1119
1953 2412 357 - - 397 592 - - - 592 - 3401
Avg 5153 1727 313,66 .66 10,66 325 L7 12,66 - - 429,66 - olig1 ,66
1954 3186 10 - - 10 1163 - - - 1163 - 1759
1955 3838 480 - 1 181 237 1 - - 238 - 4557
1956 2619 320 - - 320 218 - - - 218 - 3157
1957 2781 286 - - 286 246 - - - 26 - 3313
1958 2243 L2s - - b25 196 - - - 196 304 3168
1959 2482 340 1 - g0 510 - - - 110 1 3234
1960 2456 220 - - 220 Ly - - 11 [ L 2735
1961 997 104 - - 104 27 - - 32 9 - 1160
1962 2757 100 28 - 128 206 - - 24 230 2 3117
1963 1803 67 5 12 84 63 - 1 36 100 1 1988
1964 W67 118 13 12 143 123 1 - Gl 188 - 3798
1965 6849 43 - 1 ) 36 8 1 62 107 63 7068

The absence of data means negligible trade or trade of less than 500 metric tons.

Source: Mackie, et al., World Trade in Selected Agricultural Gommodities, 1951 — 1965,
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APPENDIX C

LDCS' POPULATION, 1951 - 1966 AND AVERAGE 1951 - 1953

( THOUSAND INHABITANTS )
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-

95t | 1952 | o953 | KTeTSESl sosh | 1955 | 1956 | 1957

) ?mtm America] 161058 167582} 172272 | 166970.66} 177116 182132 187345 | 192734

- Nortn™ | sowoz| s3693f ssous syi3.33] seers | s7ree| sozor | eoks

west | epool euss6| seees] suwa.3| sestz | gostof sepos | suées

Africa

East | | 62398:, 63_69{3‘ - 65246 63781 1 66558" 68017] 69492 | 71183

l Tdm, '; 197500# 2017#8 206559ﬂ.. zQi'935.66 : 211788 : 216563] 221398 | 226510

West ,62622-: uz0s | espon | uaop | 6muzr | eor2s| 7ogss | 7s00m

* Countries

South | 474286|483120 {49236 | 483280,66 | 502082 | 512092 | 522575 | 53M27
' . SR ;

§_5°‘§§§t | ssred] sr230] sores| sram.zs| eoeen | etem 6372 | 65015

) peveloﬁed

wﬁ::tb | s8] sam6] susmu] seris | se118 | sveko] sousr | 61269

TotaL | 643762 | 657271 | 671299 | 6sPuub.99] 685911 | 7oopus| 716483 | 732718

less.

o

Far Eﬁst

| 8675 {o86ss | gosus | 88735,66 | 92625 fouéns | 96556 | 98958
Ocednia - _ i ’

oL 108a195]t115289] 1140778 1115086971 1167440 119409211221762 [1250920

8Spanish Sahara (48,000 inhabitants in 1965) is excluded because of the wide .
variation in estimates due to migration of nomads, _

bPortuguese Asia is referred to as Timor.

Sources: Organlzatlon for Economic Co-operation and Development, National
‘Accounts of Less Developed Countries, 1950 — 1966 (Paris, July, 1968), pp. 1h-17g
- and United | Natlons, Demogranhlc Yearbook 1961, pp. 136-37, supplemented by the
1967 1ssue, Pe 1250 R .
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1958 1959 1960 1961 1962 1963 1964 | 1965 1966

yo

19839 203955 | 209771 | 215667 | 221824 | 228250 | 234867 241585 | 248554

62153 | 63762 65265 { 66825 | 68305 69808 71827 7#130‘ 76099

96867 | 99029 | 101302 | 103473 | 105660 | 107990 | 110187 | 112472 | 114858

74650 | 76298 781051 79864 | 81939 83861 | 85834 | 87871 89983

233670 | 239089 { 244672 | 250162 § 255904 261659 | 267848 274473 | 280940

74988 | 77072 | 79102 | 81112 | 83250 | 85526 87716 | 89999 92374

sul639 1556490 | 5689761582539 | 597748 612216 | 627045] 642338 | 658231

66697 | 68911 | 70617 | 72471 | 74456 26377 | 78356 | 80350 | 82487

63171 | 65155 67181 69271 71505 74036 | 763131 78605 80901

ouohgs | 767628785876 1805396 | 826950 | aus1ss | 869430 { 891292 | 913993

101305 104151] 1065871109130 J111779 114432 | 116990 ] 119683 | 122596

1282789 {1314823}1346906 1380375] 1416466 l1h52496 1489135 B 527033 |566083
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APPENDIX D

UNITED STATES EXPORTS OF WHEAT AND FIOUR, RICE, OTHER'GRAINS;'"

AND TOTAL GRAINS UNDER THE TERMS OF CONCESSIONAL SALEZ



Wheat and Flour

195uf 1955/ ose/ Aomf _ 1958/ 1950/ 1960/ 1061/ 1962/ 1963/

h‘t\:de.. 1001.9 | 857.9 ' gzt | 453.8 | 7.8 1396.4 1289.{ 2267,0] 1656.2| 1828.1
Forth 38.1 | 498.8 | 105.4 | 78.1 | 476.9| 1120.5 | 1406.0f 230.7| 2327.5| 2305,0

Ei West - - | - 12.4 17.3 65.6 66.50 9.0 85.5 » 127.5
g East -1 -1 <] 6a}] 33| 18.0] 2.0} 3ol 3sa| 88

Total 38,4 | 498.8 | 105.6 | 96.6 | s3:2.5 | 1208.1 1493.5] 2665.7| 248.1) 24413

West 1.5 | 50 | 9689 | smo | 3063 | 7293 1497.8] 2098.5 97‘1.2; 72746

soutn | w77 | w0z | 23579 | zms0.8| 9] mzses | weer| 3ose| weusz eerrns

;3 South Fasq L0 b5k s8.8] s2.3|  90.7] 6w7 | 1167, 78.#; 101.45 133.7°
Other Eas\?_’ 2523 | 230 | 632.2| esem| wees| a3 | erea| es3.3| 10123 sera2
rotal | 922.5 | 1275.7 | wosp.s | woos.e | w7ro.3| ss99.6 | 62533 | s959.3| 70%0.1| sono.s
Cecants - - g2 | 37 1.7 | 208 | 11| 78 | et 7.2

A1 IDCs | 1062.5 | 2632.4| 5099.5 | us6e.s | 60v8.3| ensu.g | os3var | 10969.8 11212.2] 123170

Total FL 480 43c0.8 | 6550.6 | 10209.11 6715.6 | 8246.3| 10193.7 | 124574} 13364.8| 13210.4{13700.7

& Flour Exports
(PL 480 & Cash)

TotalU,S. Wheat | onio 2 lonon.s | 14930.8] 10951.512065.9 | 13875.3 | 18021.4] 19551.8] 17355.5|23350.8
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1954/ _

1955/ 1956/ 1957/ 1958/ -19597 1960/

'1?6lﬁ

19@2/

Total U.S. conces-
sional wheat and
flour programs to
the LDCs, as a
percentage of
total U.S. conces—
sional wheat and
flour programs.

+2470

- -- creccapireont e c v cenena

4018

995

6795

o733

.m

#7656

1562

8990

Total U.S. cConces-
" sional wheat and
flour programs to
the IDCs, as a
percentage of total
U.S, wheat and
flour exports.

Jd427

IS5

166

«5013

o564

Total U.S. conces—
sional wheat and
flour programs as
a percentage of
total U.S. wheat

and flour exports..

5775

«5965

«6838

6132

s 68"

73

«6912

6835

Te

«5865

191



Rice

_a0kl/ ikel 1063

1954 1955/ | osel igs7/  iose/ | 3959/ 1960/
latin = | 2268 | w821 | 13.398 | 26,093 | 14.429 | 35.295 | 10,689 'zééiz‘ 325700 '7'4.490
, North - 050 | owaus | .72 | 10718 | 470635 | Li7Sk | 2,449 | 2300 -
3 West 7.5 | 3bAsh| - - ueost | owam | 2317 | 48616 | se.700 | 110,200
g East - - - - “726 w100 | .03 . - :
Total | 7.565 | 36:508 | L5 | ume | st | s1e8v6 | 27:907| 51065 | os7ivo0 | 110,200
West - k58 1 11.311 1’.qu 8.586 | 7.950 | 24,008 | 15,590 | 7:100 | 8.900
South - | 90.235 | wo.up0| 18u.163| 97,00 |23wiuto | uis,008| 143.693) 27.00] 3640100
3| soutn maat] - | 23,209 | w6ue8s| z.631 | 7.389 | 9.266 | sio67 | w68 | - -
- .
| other Enst‘ - 10,342 1132,569 | 56,204 | 64,984 | 17,979 | 20.690 | 3.7%9 3300 | 18.300
Total 11‘.'159‘b so33 | 631,005 2109 178,033 269:605 | 46,673 | 209,56 | 2Busc0] 367300
hrmtel . 80 | 279,393| 7,928 | 379010 | .95 | 122,605 | 150,543 | 250500 | 88,800
ALl IDCs | 20.972 | 176,463| 923,971 zﬁ.mz 236,69 | 506,719 | 625.968 u13.9§o 622,600} 660,700
Total PL 4BO 121,607 287.459 973,652 | 261,485 | 306,610 | 578.730 | 6512399 | 416.343 | 62850003 693,800
e oSt T i, 753 | 624187 128,509 | 548.500 | 646,676 | 0.6 | 976,523 -9zu.867'1n99’.f-soolmc.soo
(PL 4280& Cash) _
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Total U.S. conces-
sional rice programs
to the 1LDCs, as a
percentage of total
U.S. concessional
rice programs.

«9706

6138

8756

#9609

SI3

994

Total U.S. conces-
sional rice programs
to the 1DCs, as a
percentage of total

U.Se rice programs.

+0506

#3139

#7521

5388

76

4587

Total U.S. conces~
sional rice programs
as a percentage of
total U.S. rice ex-
ports.

40521

w5114

<5132

ol

w6154

H502

572

4816

€91



1955/

Other Gr_ainsc

" (PL 480& Cash)

135.7

1954/ 1956/ 1957/ 198 195y 1960/ 196y 1968/ _ 1963/
A w9 | 657 | smeo| w09 | 293 | 9205 | 164 |22 f1307 | 2004
Korth ‘- - ';6 2.5 11.2 . -148,0 1&.1 629.5 27.6 ”30577’ -

o] weat - - - - 2522 |  29.8] 264 ] e | 81 | 83

-1 - : . . . :

2 East - - - - 10.4 16.8] 19.3 | 128.3 | 353 12,2 .
Total - - 6 | 25 | wes | 19u.6] 2u.) s26.0° | 30| sz
West 18,9 | 215.3 | 17u | 276.6 | 1.0 | s12.6 | 26,9 | 390.8 | 228.3 | 2%6.5 .
South 6 - 22| 74| 5.9 ] 98.6 | 155 | 159 | 152 | 1737

2 | south mst]| - - bleots 6.2 25.5 | 321 1.3 1 12.2 | 19.3 | -67.1
other East| 4.7 | 7.7 | w768 | 32 | o8 | 128 | 29v.s | 1655 | 333 | 15w
Total | 250.2 303.0| 698 632.9°| 9102 | 7.6 | B9t | 6au.P| 788.2 632.2
hr East & :
| - - - o 1. va3 | 1w | 14 & | 134
A1 1oce | 255 | 368.7 | 02,6 | 1ou6.s| 12558 ) 1159.8 | 1223.5] 1718.01250.3 |1398.9

“Totsl FL 480 || 985.9 | 4573 | 3792.8 |2014.6 |2m2.8 |3103.5 |27730 |3100.6 | 2072.8| isu2.2

Total UeS. Other ]

+Grains Exports 7686,3 | 6372.8 | 8443,1 [ 1088Q¢5 | 1159848 § 31439.3) 14673uLi] 15357.3 161!;1.3'_
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1954/ .

1955/ 1956/ 1957/ 1958/ 1959/ 1960/

1961 /.

Total U.S. conces—
sional other grains
programs to the

1DCs, as a percentage
of total U.S. conces~
sional other grains
programs,

«2587

«0806

‘---------porcent----?--.-.

#2116

o514

#5358

3737

W12

5528

1962/ 1963/

| o7572

Total U,S. conces-
sional other grains
programs to the

LDCs, as a percentage
of total U.S. other
grains exports.

0617

«0479

1259

#1239

1153

«»1000

01069

»1168

+08L4

Total U.S. conces-
sional other grains
programs as a per-
centage of total
U.S. other grains
exports.

«2384

+5950

5951

«2386

2151

'026?? .

o2k2k

w2113 -

A9

s -

q91



Total Grainsd

1954/ 1955/ 1956/ 1957/ 1958/ 3959/ 1060/ . 1961/ ;ggz[_lgﬁaL_

"Z;zri'ca 109.068] 938.421) 959.498| 888.793|1046,529|1624.195 J1115.989 2472.012| 1819.600} 2102,900

" Forth 38,100 b98.850 106.145] 81,312] 489.814]1316.135]1579.854 317é.64'9 25574008 2758.500

gl Vest 7.545 | 36454 - 12,4000 46.551) 99.51 | 115.717] 210.716] 208,300} 321,200
.E. . : :
= East - - - 6.100] 49.426] 34,900 | 40,336 § 159,300] 70,400) 21000
Total 45,685 | 535,304} 106,145] 99.812 § 585,791 ] 1450,576 1736.307) 3542,765 2836.100‘3100.709
“West 706,400 |752.758 Ji154.611] 800,011 | 655.886 249,850 11948.708] 2505.290 1256'.500' 969,000

" South 128,300 J#60.435 12800, 570 | 2942, 063}5282. 3744 4468,310] 5036.308}3358.293 |5373.400 }6749.700

;3 South East| 1,000} 68.699 ]189.885} 61.131}] 123.589 ] 106,066 {133.967 ] 137.118 | 120,700} 200,800

«t
Other Emst |317,000 | &421%142 [1241,56911065,804F 791.684 | 807.379 | 990,290} 852.559°f1346.000 | 1150.400
Total 1183.859]1703.034 | 5386.835{4886,109] 5867 .533|6640,605 [8109.073F853. 560 |8096.700] 9059.900
g::m&;:t& - w804 1373.593 |11.728 | 40,741 | 406,043 {125,199 1 229.443 | 337.700] 109.100
A1l IDCs rxaza.svr 3177.56 . 16826.07° |5886.44 |7540.59  |10121. 12 11386, 57 }13097.78 | 13090,10] 143726
Total PL 480 [5308.32 J11411550 |14975.55 901149 [10895,71 ]13875,93 [15881, 501 6881, 74 J15910:60 1§23§530: -
Total U.S, . T . i ! e
C(‘:{I;ii-?+8 Egccpocgt-s) 11997,65017653.29 |22532.11 |19943,10] 23602,08] 26409, 52 | 30437 .62] 351 50, 07| 338125 3D JLOGHILLD -
(0] sh : i '
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-195L/

1955/7

1956/

1957/

1958/

ol

960/,

96/

Total U.S. concessional
grains. programs to the

1DCs, as a percentage of
total U.S. concessional
grains programs,

“2522"

«2785°

------.--percent---._---p

r2sh:

L5858

«6532

6921

«7169:

7759

igggr/ 1963/

¢8852‘ »

Total U.S. concession—
al. grains programs to
the IDCs, as a percent— P
age of total U,S.
grains exports.,

1799

2952

395

3By

3726

«3511.

Total U.S. concession-
al grains programs as

a percentage of total

UrS. grains exports.

o2l

HS519

.‘52?&':

5218 . -

706"

3966

2Includes Public Law 480:

Absence of data means negligible exports or exports of less than 50 metric tons.
Title I, Title II, Barter (Title III), Title IV (no exports occurred under this

Title before 1961/62), Section 402 (Mubuel Security Act), Section 302 (Amendment of ‘Section 416 of the Agri-

cultural Act of 1949).

bInciudes a few tons to unspecified countries in the region,

CIncludes corn, oats, barley, grain sorghum, and by-products; commea.l, corn grits and hominy, cornstarch,

oatmeal (packaged and bulk), pearl barley and malt.

OWheat and flour, rice, and other grains,
Source: Several tables in U. S., Department of Agriculture, U. S. Grain

Exports Under Government

Pro

Washington, D. G.: Foreign Agriculture Service), issues of 1954-1955 through 1959-1960 (M-115, Jun

(
19601961 EM"1271 February, 1962)1 1961-1962 (M-142, January, 1963), 1962-1963 (M-142, Rev., May, 1964), and

1963-196l+

H—lhz’ Rev., A.ugust,
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APPENDIX E

SELECTED STUDIES RELATING PUBLIC ILAW 480 TO DIFFERENT ASPECTS
OF ECONOMIC DEVELOPMENT IN INDIVIDUAL COUNTRIES

AND GROUPS OF COUNTRIES
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Hillman, Jimmye S, "Agricultural Surplus Disposal - A Case Study:
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Pullman, Washington, 1958,

Johnson, Robert W. Operation of the P. L, 480 Program in Brazil..
Washington, D. C,: U, S, Department of Agriculture, Economic
Research Service, Foreign 59, 1963.

Colombia

Adams, Dale W., et al., Public Law 480 and Colombia's Economic Develop~
ment. Medellin, Colombia, March, 1964.

Goering, Theodore James, "United States Agricultural Surplus Disposal
in Colombia," Ph,D. dissertation, Michigan State  University, 1962.
See also Journal of Farm Economics, XLIV, No. 4 (1962), 992-1004.

, and Witt, L. United States Agricultural Surplus

in Colombia: A Review of Public Law 480. Technical Bulletin
No., 289, East Lansing: Michigan State University, 1963.

Warnken, Philip Fredrick. "Macro-Economic Impacts of Public Law 480,
Title I in Colombia." Ph,D, dissertation, Michigan State Univer=-
sity, 1966.

Egypt

Faulkner, Constance Parry. "The Economic Effects of United States
Public Law 480 in the United Arab Republic.'" Ph.D. dissertation,
University of Utah, 1969.

Umstott, Haven D. Public Law 480 and Other Economic Assistance to
United Arab Republic (Egypt). Washington, D. C.: U. S. Depart-
ment of Agriculture, Economic Research Service, Foreign 83, 1964.

Greece

Coutsaumaris, G., et al. Analysis and Assessment of the Economic
Effects of the U. S. P. L. 480 Program in Greece. Athens:
Center of Planning and Economic Research, 1965.




170

Iibbin, Susan A, Contribution of Public Law 480 to Development of the
Greek Economy: 4 Prellmlnary Report. Washlngton, D. C.: U, S,
Department of Agriculture, Economic Research Service, Foreign 66,

1964.

India
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Rath, Milakanth, and Patvardhan, N. S, Impact of Assistance Under
P, L., 480 on Indian Economy. Poona, India: Gokhale Institute
of Politics and Economics, 1967,

Sen, S, R. "Impact and Implications of Foreign Surplus Disposal on
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Farm Economics, XLII, No. 5 (1960), 1031~42,
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Ginor, Fanny. Uses of Agricultural Surpluses: #Analysis and Assessment
of the Economic “Effect of the U. S, Public Law 480 Title I Program
in Israel. Jerusalem: “Bank of Israel, Research Department, 1963,

Kahn, Alfred., "Agricultural Aid and Economic Development: The Case of
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Utilization of United States Agricultural Surpluses in the
Republic of Korea: 1965,
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Public Law 480 Title I Program: Turkey. “Enkara: The University
of Ankara, 1965,

Groups

Barlow, Frank D., and Libbin, Susan A, Food Aid and Agricultural
Development. Washington, D. C.: U. S, Department of Agriculture,
Economic Research Service, Foreign 51, 1969,
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