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REPORT ASSESSING GLOBAL FOOD
PRODUCTION AND NEEDS \l
as of April 15, 1979

ABSTRACT

This study's assessment of global food production and needs suggests that the
lowest income countries' unmet food needs are quite large relative to their in-
digeneous food production and many times greater than the largest food aid trans-
fers on record. The study suggests that accelerated growth in indigeneous food
production, increased export earnings to allow larger commercial imports, and
more uniform distribution of food supplies across population groups within
countries over a number of years is needed if food needs are to be met.

The food needs and financial data and production performance indicators cited
in the study also suggest that the most serious unmet food needs are concen-
trated in the poorest third of the lowest income countries and that the method
of distributing food aid to meet unmet needs is as important as the amount of

aid distributed.

PREFACE

The following study was prepared in the International Economics Division of the

Economics, Statistics, and Cooperatives Service in the spring of 1979 to meet

the annual reporting requirements of the 1977 International Development and

Food Assistance Act. The report was prepared by the Division's country and

functional specialists under the general direction of Patrick O'Brien. The

outlook portions of the text incorporate information available through the end

of April; the longer term sections of the report incorporate data from 1960

through 1978.

Washington, D.C. , 20250 October 1979
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REPORT ASSESSING GLOBAL FOOD
PRODUCTION AND NEE PS \l
As of April 15, 1979

Introduction

This report responds to provisions of Public Law 480 l_l (as amended
by the International Development and Food Assistance Act of stip-
ulating that the President submit an annual global assessment of food

production and needs to Congress.

The report pays particular attention to the food production and

needs of the lowest income countries in keeping with related provisions
of Public Law 480 providing that at least 75 percent of the food aid

provided under Title I be allocated to countries that: (1) meet the
International Development Association's poverty criterion, currently
defined as 1977 per capita gross national products of less than $580,
and (2) are also unable to meet their inmiediate food needs from domes-
tic production or commercial imports. Countries with 1977 per capita
gross national products of less than $580 are referred to in this report
as lowest income countries or LIC's. _3/ The designation of a country
as an LIC does not imply in and of itself that a country is unable to

meet its immediate food needs through either domestic production or
commercial imports. Neither does the exclusion of a country from the
LIC grouping imply no need for aid.

Summary

The materials that follow fall into tvro broad units. The first

unit—made up of Parts I through IV—deals with the general questions
of the Lie's food needs, their recent food production performance, their
capacity to import food commercially, and U.S. and international policy
developments related to food aid. The second unit, Part V, deals with
the 1978/79 situation and the 1979/80 outlook in greater country-specific
detail. A brief summary of each part follows.

_1/ Report prepared by the International Economics Division of

the Economics, Statistics, and Cooperatives Service, U.S. Department
of Agriculture.

11 See P.L. 480 section 408(b).

3^/ See page 2 for a listing of individual IIC's and regional aggregates
used in the body of the report

.



Fart I, Food Needs , evaluates alternative measures of the LIC's un-

met 1976-78 food needs. The m^easures evaluated vary widely and suggest
Lie unmet food needs ranging from the equivalent of as low as 39 to as high
as 225 million tons of wheat

,
depending on the method used and the provision

made for interannual variations and skewed distribution of food supplies
across countries and across population groups within countries.

The ranking of the individual LIC's according to the severity of their

unmet food needs does not change noticeably from measure to measure, A full
third of the LIC's— including Afghanistan, Cambodia, Ethiopia, Angola, Chad,

Upper Volta, Mali, Botswana, Niger, Uganda, the Cape Verde Islands, Mozambique,
and Rwanda— report general, debilitating unmet food needs severe enough to

warrant classification as malnutrition. The remaining LIC's report varying
degrees of generalized undernutrition and localized malnutrition due as much
to the skewed distribution of food supplies as to the overall inadequacy of

per capita food supplies.

Part I concludes that the size of the LIC's unmet food needs is so great

that an all-out effort to increase production in the LIC's themselves—rather
than massive transfers of aid from, the rest of the world— is necessary. The

miaterials presented in Part I also indicate , however , that relatively small

amounts of food—possibly 25 million tons of food grains—distributed di-
rectly to the most seriously affected people in the poorest 20 to 30 LIC's
could meet the LIC's most serious unmet food needs. Meeting unmet food

needs in this case becomes as much a food distribution problem, as a food

supply problem. If provided as food aid, the cost of such a target distribu-
tion food aid program, to both donor and recipient countries would have to be

balanced against the opportunity cost of alternative development uses of the

same resources. Analysis of this scope is beyond the intent of this report.

Part II, Food Production Performance
,
reports on food production in

1978/79 and the outlook for 1979/80. The materials include indices measur-
ing changes in total food production as well as miore detailed situation
and outlook statements for grains , oilseeds , and non-fat dry milk—the

major products donated as food aid. The section notes that world 1978/79
food production reached an all-time high more than 4 percent above the record
levels of a year earlier. Production increases in 1978/79 are particularly
notable in that they were unusually well distributed across developed, cen-
trally planned, and developing countries. No major region of the v/orld

reported significant production shortfalls. Moreover, 1978 's excellent
harvests follow good to excellent 1976 and 1977 harvests and large stock
build-ups. Hence, food stocks carried over into 1978 were near all-time
highs suggesting that the supplies of food available for consumption in 1978
and early 1979 are also record large.

The good to excellent harvests and stock build-ups reported from 1976

to 1978 have been more than adequate to offset tight 1972, 1974, and 1975

supplies and to raise growth in supply over the 1970 's to date above the

trend for the 1950 's and 1960 's. however, the trend for the last 25 years

provides for little imiprovement in per capita supplies in the developing
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countries, particularly in the LIC's. While 10-25 percent above recent
1972-75 lows, per capita food supplies in the LIC's appear to be only
slightly above the levels of the late 1960 's and early 1970 's—despite
continued large food imports more than double the quantities imported as

recently as a decade ago. Moreover, build-ups in stocks in many LIC's

—

while per capita consumption levels continue to lag below recommended
minimums— suggest that low incomes, and hence weak effective demand,
rather than short supplies has become the major impediment to improving
Lie diets .

Part III, Financial Situation and Outlook , assesses recent changes
in the financial capacit}'- of the LIC's to import food commercially. A re-
view of the LIC's economic growth, trade balance, reserve, and debt situa-
tion suggest small improvements in the LIC's overall financial position.
The marginal financial improvements reported in 1977 and 1978 can be mis-
leading—particularly if taken as an indication of any m.arked increase in

the LIC's capacity to finance commercial food imports. Recent improve-
ments in many of the LIC's economic growth rates depended to an even
greater extent than in the past on agricultural production windfalls or
short-lived booms in a few key export products, rather than on balanced,
economy-wide growth. Trade balances have also been improving due, at
least in part, to cutbacks in key development imports. Reserve build-ups
also reflect many LIC's increased borrowing specifically to improve their
short-term credit position as well as their increased use of loans rather
than reserve draw downs to finance trade deficits.

Moreover, distribution of the financial gains noted over 1976 to 1978

has been such that only a small group of LIC's— including Nigeria, Indonesia,
Ghana, India, Liberia, and the Philippines—are in a significantly stronger
position to import food commercially. Several LIC's— including Bangladesh,
Chad, Mali, Pakistan, Cameroon, and Upper Volta—report significant deterio-
ration in their capacity to finance food imports commercially. The bulk of
the LIC's, however, do not appear to be significantly better off or signifi-
cantly worse off than in the recent past ,

Part IV, Policy Developments
,
reports on U.S. and international food

aid related policy developments. Among the national policy developments
noted are continuing consideration of the Administration's International
Emergency Wheat Reserve proposal and the successful negotiation of the first
three P.L. 480 Title III Food for Development Programs. Among the inter-
national developments noted is the outcome of efforts to negotiate a VJheat

Trade Convention and Food Aid Convention.

Part V, Country Statements , reviews the 1978 situation and 1979

outlook in individual lIC's. Statements are also included on other
developing countries facing abnormal food shortages or unfavorable crop
conditions. The aid needs noted in Part V are based on estimates of

production, stocks, and im.ports and on estimates of the developing
countries' capacity to absorb added food supplies without disrupting
their own agricultural economies or overloading their limited physical
infrastructures. Consequently, the aid needs described in Part V fall
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far short of the supplies necessary to meet the basic human needs
noted in Part I.

General Conclusions

This study's assessment of world food production and needs—more
particularly the food production and needs of the lowest income countries

—

points out the following general conclusions. First, while small relative
to world food production and trade, the LIC's unm.et food needs are large
relative to their indigeneous fcod production and m.any times larger than

the largest food aid transfers on record. Given the LIC's lim.ited foreign
exchange, any short-term effort to fill a significant portion of their

unmet food needs would depend on improbably large food aid transfers.
Even should the donor countries agree to such large aid transfers , there
are serious Questions regarding the LIC's capacity to absorb large in-

creases in food supplies without totally disrupting their own agricultural
economies. Effective m.arket demand for food appears to be substantially
weaker than the theoretical nutritional demand norms used to calculate
food needs. ^Accelerated growth in domestic production, increased export
earnings to allow larger commercial imports , substantial grovrth in effective
demand, and more unifonn distribution of food supplies in the LIC's themselves
over a relatively long period of time—as well as larger food aid transfers

—

are necessary if the food needs calculated in Part I of this study are
ever to be met

.

Second, a review of the food needs data, the financial data, and the

production performance data referred to above suggests that the most
serious food aid needs are heavily concentrated in two dozen countries.
Meeting the food aid needs of the most seriously affected countries would
require record large aid donations of up to 25 million tons as well as

an equally impressive restructuring of aid distribution to provide for

target distribution of any increase in food supplies directly to the

malnourished. Such a program would require substantial investment in

both donor and recipient countries quite likely at very high opportunity
costs .

In closing , a number of caveats need to be noted . The approach used

in several sections of this report are subject to debate. There are also a

number of important data limitations. The accuracy of IIC data is suspect,

particularly in the case of aggregate performance measures built on a number
of production, consumption, trade, and stock estimates. Consequently,
many of the calculations presented in this report should be treated as

broad directional indicators rather than as precise m.easureroen ts

.

Note: The Lowest Income Countries reported on in the follovzing materials
are grouped as follows

:

-South Asian LIC's Afghanistan, Bangladesh, Bhutan, India, Nepal,

Pakistan , and Sri Lanka
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-East Asian LIC's Burma, Indonesia, Philippines, and Thailand

-Communist Asian LIC's Cambodia, People's Pepublic of China, Laos,
and Vietnam.

-North African/Middle Eastern LIC's Egypt, Morocco, the Yemen Arab
Republic, and the People's Democratic Pepublic of Yemen

-Sudano-Sahelian LIC's the Central African Empire, Chad, Ethiopia,
Mali, Mauritania, Niger, Somalia, Sudan, Upper Volta , and the Cape
Verde Islands

-Central and West African LIC's Angola, Fenin
,
Cameroon, the Congo,

Cambia, Chana , Cuinea , Cuinea-Rissau
,
Equitorial Cuinea , Ivory Coast,

Liberia, Nigeria, Senegal, Sierra Leone, Togo, and Zaire
-East African LIC's Botswana, Burundi, Comoros, Kenya, Lesotho,
Madagascar, Malawi, Mozambique, Rhodesia, Rwanda, Swaziland, Tanzania,
Uganda , and Zambia

-Latin American LIC's Bolivia, El Salvador, Grenada, Eaiti , and
Honduras
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Part I. Food Needs

The following materials evaluate alternative
measures of the LIC's unmet 1976-78 food needs.
The measures evaluated vary widely and suggest
unmet needs ranging from the equivalent of as
low as 39 to as high as 225 million tons of
wheat depending on the method used and the pro-
vision made for secondary problems of inter-
annual variability and skewed distribution of
food supplies. All of the measures indicate,
however

J
that unmet needs are heavily concen-

trated in the poorest third of the LIC's. All
of the measures also indicate that the LIC's
unmet food needs problem is so large as to

require an all-out effort to increase pro-
duction, to stimulate effective demand, and to

distribute food supplies more uniformly in the

LIC's themselves rather than food aid trans-
fers from the donor countries. The materials
that follow conclude , however , that relatively
small amounts of food aid distributed directly
to the most seriously malnourished segments of

the population in the two dozen poorest LIC's
could ease the m.alnutri tion problem significantly.

I. Introduction

Growing concern about meeting basic human needs in the developing
countries has resulted in the gradual reorientation of a number of national

and international aid and development programs. Among the most notable
shifts in focus in aid programs to date are 1975 and 1977 revisions in

the U.S. food aid program aimed at strengthening the importance of unmet
basic human food needs in the allocation of P.I,. 480 Title I aid. 1/

However, subsequent efforts to program food aid with greater emphasis on
unmet food needs have been complicated by serious data and definitional
questions as well as organizational and cost ef fectivenesss considerations.
For although there is general agreement on the Importance of strengthening
the needs criteria in the allocation of food aid, there is little agreement
on the definition and measurement of food needs , on the appropiate modifi-
cation of existing aid programs to increase the effectiveness of aid trans-
fers in meeting urjnet food needs , and on implications for overall develop-
ment objectives .

The materials that follow concentrate on evaluating alternative measures
of unmet LIC food needs and, in so doing, providing input for use in pro-

1/ See Agricultural Trade, Development and Assistance A.ct of 1954 as

amended through October 1, 1977.
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gramming 1979 aid transfers. Included are data on recommended food

intake minimums and historical data, rates of growth, and measures
of interannual variability in per capita caloric food supplies for the

Lie's for 1961-1978 period. Alternative measures of the LIC's average
1976-78 unmet food needs are included to provide some notion of their
relative severity and the concentration of the problem in the 20-30

poorest countries. Thie materials also include notes on (1) the impact
of skewed distribution of food supplies, and (2) the organizational
structures needed in donor and recipient countries to maximize the

effectiveness of food aid transfers. Fart I closes with a ranking of

the LIC's according to the severity of their average 1976-1978 unmet
food needs .

II. Measuring Unmet Food ^eeds

A, Fefinitions

Much of the current debate over the adequacy of food supplies and
the severity of unmet food needs in the developing countries centers on
questions of establishing food intake minimums and estimating actual
intake levels. Adequate per capita food supplies can be defined in the
most general of terms as the minimum food supplies necessary to allow^

normal activity and good health in adults, and to permit children to

reach their potential body weight in the absence of disease. Quanti-
tatively or qualitatively inadequate per capita food supplies generate
first undernutrition and, if persistent and severe enough, physically
debilitating malnutrition.

More precise estimates of the calorie, protein, and fat make-up of

food intake oinimum-S are difficult to calculate and continue to change
drastically as knowledge of nutrition and metabolism improve, 2^/ The

lack of definitive information on the influence of anthropom.orphic and

physical activity factors on minimum requirem.ents , or on the distribu-
tion of individual needs about reference averages leaves estimates of

precise minimums open to question.

The problem of establishing m.inim.um.s has been simplified som.ewhat

by the findings of several recent empirical studies suggesting that diets
meeting quantitative calorie minimum.s are likely to mieet qualitative
mxinimums as well—w^ith the possible exception of diets heavily dependent
on low protein foods such as starchy roots, tubers, and plantains. Con-

sequently, for the largely reporting purposes of this report, the country-
specific minimum caloric requirements established by the United Nations

2_/ Note, for example, estimates of the U.S. recommended food energy
allowance for a 70 kilogram (154 pounds) man has fallen from 3,200 cal-
ories per day in 1953, to 2,900 calories per day in 1964, to 2,800 cal-

ories per day in 1968, and to 2,700 calories per day in 1974. The re-
duction reflects not so much changes in physical activity levels as im-

proved information on nutrition and metabolism.
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Food and Agriculture Organization in conjunction with the World Health
Organization in 1973 are used as working estimates of food intake
minimums. ZJ

Calculations of unmet food needs also depend on measures of actual
intake. The poor quality of food intake data available for the LIC's
generally limits calculation of unmet food needs to a comparison of

minimum requirements with broadly representative estimates of national
per capita food supply averages. The national per capita food supply
averages used in this report are calculated as the quantity of food
available for human use, m.easured in terms of calories per capita
per day, at the retail level after provision is made for changes in

food stocks, and the supplies of food traded, fed to livestock, used
as seed or for industrial purposes, or lost in collection, processing
or marketing. _4/

It should be noted that the reliability of even these adjusted
national per capita food supply averages is open to question. Estimates
of food supplies in many of the developing countries tends to be biased
by as much as 10-15 percent due to problems of production understatement
and, in selected cases, overstatement. Population reporting in many of

the Lie's is also open to question. Consequently, the per capita
national food supply averages used in calculating unmet needs that follow
are best treated as broadly representative estim.ates .

E. Gauging Unmet Food Needs

Tables 1 and 2 outline the LIC's historic per capita food supply
averages and FAO/WHO's recommended calorie minimums. A review of the
data suggests several m^easures of the severity of unmet food needs.
The most obvious is a measure of per capita food supplies as a percent
of recommended minimums . Equally important, however, are measures of

interannual variability in per capita food supplies and measures of

growth in per capita supplies over time *

Table I's measure of per capita caloric food supplies as a percent
of recommended minimums suggest that global food supplies would have

3^/ While the FAO/WHO minimum, requirements are by no means universally
accepted, they are the most widely used, multi-country set of dietary
minimimis currently available. See Energy and Protein Requirements -

Report of a Joint FAO/UTO Ad Hoc Expert Committee , FAO Nutrition Meetings
Report Seriea No. 52, Pome, 1973 .

k_l The per capita food supplies used in this report do not necessarily
equal per capita consumption even after the adjustments noted above are

made due to additional losses in the household during storage, preparation,
and cooking and other factors such as plate waste. For further details
see FAO Monthly Bulletin of Agricultural Economics and Statistics, May 1977 .
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been more than adequate over at least the last two decades— if food

supplies had been distributed more evenly across and within countries
— to meet the basic human needs of the world's population. World per

capita food supplies were roughly 104 percent of basic requirements
in the early 1960 's. Record increases in production pushed world per

capita supplies to more than 108 percent of minimum requirements in

the early 1970 's and to 112 percent of requirements in the 1976-78
period

.

However, as illustrated by the country and regional data in Tables
1 and 2, food supplies have not been evenly distributed; distribution
of food supplies between countries has been sufficiently uneven to

leave the lower income countries with national average per capita
supplies well below minimum requirements. Conversely, the data
indicate that the higher income countries' national average per capita
supplies were as much as 40 percent above recommended minimums . The

uneven distribution of food supplies across countries is most pro-
nounced between the affluent developed countries and the developing
countries. However, while less pronounced, tbe uneven distribution
of food supplies between the higher income developing countries and
the Lie's has far more serious nutritional implications because of

the low intake levels involved.

As the data in Table 2 suggest, the distribution of food across
individual LIC's is also quite skewed whether measured in strictly
caloric terms or, more importantly, in terms of intake relative to

minimum requirements. The wealthiest third of the LIC's, accounting
for less than 25 percent of the total IIC population, report national
average per capita supplies in excess of 95 percent of recommended
minimums. An intermediate third, accounting for half of the LLC popu-
lation, report per capita supplies between 95 and 85 percent of their
recommended minumums. The remaining third of the LIC's— including
Afghanistan, Bangladesh, Cambodia, Chad, Ethiopia, Mali, Mauritania,
Niger, Somalia, Upper Volta , the Cape Verde Islands, Angola, Guinea,
Zaire, Botswana, Mozambique, Rwanda, Tanzania, Uganda, Haiti, and

Bolivia— report intake levels at or below 85 percent of recommended
minimums or the cutoff often used to distinguish between undernutrition
and debilitating malnutrition.

Table 3's (Column 1) calculations of the vjheat equivalent of the

difference between recommended and actual intake levels suggest LIC
unmet needs averaged 38-40 million tons over the 1976-78 period (see

area ABCL in Figure lA) . Over 30 percent of the total is concentrated
in the poorest LIC's accounting for less than a fifth of the IIC's
total population. On a per capita basis, the LIC's unmet food needs
averaged 155 calories per day while the unm.et food needs of the poorest
third averaged from 300 to 500 calories per day.

The measures of growth in per capita food supplies over the last 19

years, sho\^7n in Tables 1 and 2, suggest the nutrition situation in the

LIC's— particularly in the poorest third referred to above—has tended
to stagnate, particularly relative to growth in the rest of the world,
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despite the record increases in production reported in Asia, Latin
America, and much of Africa over the last two decades. World per
capita food supplies increased at a rate in excess of 0.5 percent
per year—the equivalent of about 13 calories per capita per day
per year— from the early 1960 's to the mid 1970 's. The developed
and affluent centrally planned countries report growth at a rate
of roughly 0.5 percent per year or the equivalent of 16-17 calories
per capita per day per year. The developing countries, however,
reported grow-th at a somewhat lower rate of 0.4 percent per year
with annual increments averaging less than 9 calories per capita
per day.

Differences in growth rates and annual calorie increments were
even more marked between the higher income developing countries and
the Lie's. Growth in the LIC's averaged less than 0.2 percent per

year or about 3 calories per capita per day over the 1961-78 period.
Growth in the higher income countries averaged more than 0.9 percent
per year or about 20 calorie per capita per day. Growth in LIC's
per capita food supplies has been fast enough to narrow the difference
between recommended minimum s and actual intake levels from 200 calories
per capita per day in the early 1960 's to 155 calories in the mid-1970 's.

Growth in the LIC's has not been fast enough, however, to offset record
absolute increases in population. Hence, the wheat equivalent of the
LIC's total calorie deficit increased from roughly 30 million tons in

1961-65 to 38-40 million tons in 1976-78.

Moreover, the lowest rates of growth in per capita supply— in

some cases negative rates of growth—were reported for virtually
the same two dozen countries noted above with food intake levels
of less than 85 percent of the recommended minimums.

Measures of year-to-year variability in per capita food supplies

suggest the same pattern of uneven performance. VJhile year-to-year
variations in per capita food supplies in the developed countries
averaged roughly 1.5 percent, the developing countries reported inter-
annual variations averaging more than 3.7 per cent, bj The LIC's
accounted for a disproportionately large share of the developing
countries' variability with average variations of 4.2 percent.

The LIC's combination of low intake levels and substantial year-
to-year variations in per capita food supplies points to the need
for the addition of a security dimension to the adequacy measures
of food needs shown in Column 1 of Table 3. Several broad ordinal
measures of the added food supplies needed to insure intake minimums
in countries reporting wide year-to-year fluctuations are possible.
The 52 million ton estimates shown in Column 2 of Table 3 are based
on a recalculation of unmet food needs as the difference between

b_l For the purposes of this report, coefficients of variation read from
the individual LIC semi-log time trends used to calculate the growth rates
in Tables 1 and 2 were used as proxie measures of interannual variability.
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actual Lie intake levels and FAO/WHO minlmiims plus an added 40 to 50

calories depending on the size of each LIC's interannual variations
over the 1961-78 period (See Figure IR) . ^/ Virtually the same two

dozen countries noted above with low intake levels and low or negative
rates of growth report serious variability problems as well.

The growth and variability aspects as xjell as the inadequacy aspect
of the LIC's food problem point to the need for a m.ulti-faceted policy
approach to meeting basic human needs. Allocating food aid to compensate
for substandard intake levels, lovj or negative grovHh in intake over time,

and w^ide interannual variability is clearly— even if donor countries
agreed to sufficiently large transfers— a second best solution. Listri-
bution of added food supplies of this magnitude is clearly beyond
the physical capacity of both donor and recipient countries. Moreover,
transfers of this magnitude would likely result in physical improvements
in the LIC's situation because of their probable production, income, and
dependency effects. Given the LIC's low price elasticity of demand for
food and their stronger price elasticity of food supply, distribution of
the added 39 to 52 million tons of food indicated in Columns 1 and 2 of

Table 3 through the open m.arket would v/eaken local producer prices signi-
ficantly enough to result in a cutback in indigeneous production equal to

or greater than the aid transfer. Given the dom.inant role agricultural
production plays in most LIC economies , income growth and income distri-
bution would likely worsen as farm incom.es dropped both in absolute terms
and relative to non-farm incomes. These production and income effects
would also tend to nurture increased dependency on food aid and necessi-
tate increasingly larger transfers in the future. The first-best solution
—probably the only viable solution— to the LIC's food security problem is

clearly an all-out effort to increase production, to stimulate effective
demand, and to accumulate and manage food stocks in the LIC's themselves.

A further comparison of the data in Tables 1 and 2 with household
budget survey data and empirical field observations raises serious questions
as to whether the 39-52 million ton estimates shown in Columns 1 and 2

of Table 3 measure the full extent of undernutrition given the skewed
distribution of food supplies within as veil as across LIC's. The notes
on the impact of skewed distribution of food supplies within countries
that follow indicate the LIC problem could be 3 to 4 times greater than
the 39-52 million ton estimates suggest .

III. Notes on the Impact of Skewed Distribution of Food Supplies

While a comparison of recommended minimum.s and national per capita
food supply averages can provide a general indication of the overall

b_J Adjustments in recommended m.inimum.s to compensate for interannual
variability were set equal to the standard error of the regression from

the same semi-log time trends. They are broad, ordinal indicators only
and would compensate for variations below minimum recomm.ended intake
levels in 5 out of 6 years.
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situation in a large number of countries over time, the use of national
averages introduces a serious downward bias into more precise estimates
of unmet food needs. The validity of national averages in measuring unmet
food needs hinges on the uniform rather than skewed distribution of food
supplies within the countries analysed. Cross-sectional household budget
surveys in several of the largest developing countries, however, suggest
per capita food supplies are not uniformly distributed within countries.
Per capita levels appear to vary from as low as 65 to 70 percent to

as high as 150 percent or more of reported national averages .7^/ Less
comprehensive evidence from virtually all the IXC's indicates that the
skewed distribution problem is common to virtually all the developing
countries

.

The limited empirical analyses done to date suggest that the pat-

tern of calorie distribution within countries depends largely on income
distribution. Analysis of survey data for the countries footnoted above
indicates that

,
given national per capita food supply averages near the

recommended minimums, the distribution of food supplies is generally such
that there will likely be far greater unmet food needs than those shovm
in Columns 1 and 2 of Table 3. The surveys also indicate unmet food

needs will tend to be concentrated: (1) in those sectors of the population
that are too poor to participate in the market exchange of food— i.e.
the urban unemployed, casual laborers, landless agricultural workers; (2)

among pregnant and lactating women, infants and young children, and other
groups with greater and/or more specialized nutritional needs than recom-
mended minimums reflect; (3) in areas with a poor ratio of agricultural
resources relative to population; and (4) in areas that are poorly
served by transportation and marketing systems.

Despite the large number of field observations of maldistribution,
drawing more precise conclusions regarding the impact of skewed distribution
of food supplies on the size and severity of the IIC's unmet needs problem is

difficult. Clearly, estimates of unmet needs based on national average
data understate the problem to the extent that consumption in the more
affluent population groups exceeds the national average— suggesting a basis
roughly to equal the area of DEF in Figure IC, The most com.mon approach
to estimating the magnitude of this understatement depends on (1) quantifying
the relationship between income distribution and calorie distribution, and

(2) using relatively abundant income distribution data to estimate calorie
distribution parameters for the curve BE in Figure IC. If a strong income
distribution-calorie distribution relationship can be established cross-
sectionally for survey countries and over time for countries with only
aggregate data , income distribution data can be used to estimate the area DEF

or, more importantly, the area ABD of Figure IC.

Recent World Bank and USDA work estimating world, regional, and selected
country income-calorie relationships suggests calorie distribution ranges from
between 1,300 and 1,500 calories per capita per day for the lowest income

IJ See 1968-77 household budget, surveys for Bangladesh, Brazil, India,
Indonesia, Mexico, and Pakistan.
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groups to between 3,500 and 4,000 calories for the highest income
groups in the LIC's. 8/ In comparison, the LIC recommended minimum
is 2,245 calories per day and the 1976-78 average daily intake was

reported at approximately 2,090 calories. Income elasticities of

demand for calories appear to range from as high as +0.8 to +1.0
at the lowest income levels to as low as +0.2 to +0.3 at high income
levels .

Given these approxim.ate measures of the skewedness of LIC calorie
distribution, uranet food needs can be calculated more realistically as

the difference between the caloric intake of the undernourished pop-
ulation and their recommended minimums adjusted for interannual varia-
tions . As a comparison of Figures lA, IE and IC suggests, this expanded
measure of unmet food needs—equal to the area ABT in Figure IC— is

inevitably larger than mieasures of unmet food needs based on national
per capita food supply averages. As calorie distribution is estim.ated

directly from, income distribution data, this alternative measure of
unmet food needs is as much a measure of poverty as a measure of

undernutrition. It is as much a measure of the maldistribution of
income and the weakness of effective demand in low incom.e groups
as an indication of inadequate food supplies.

Re-estim.ating average 1976-78 unmet food needs to provide for the

impact of skewed food distribution suggests a substantially larger food
gap but little change in the ranking of individual LIC needs. Income-
calorie relationships for Africa, Asia, Latin Ajnerica, and the Middle
East suggest filling this broader measure of food needs would entail
raising national per capita food supply averages 13 to 16 percent above
the recommended minimums used in the initial calculation. The country-
specific estimates shown in Colum.n 3 of Table 3 indicate that average
LIC intake V7a£ more than 110 million tons short of this expanded notion
of food need over the 1976/78 period.

The serious skew noted in the distribution of food within LIC's
has even more important implications for policy approaches to the distri-
bution of food supplies to meet unmet basic human needs. Added supplies
of food equal to even the larger measure of unmet food needs shown in

Column 3 would not necessarily alleviate malnutrition. Added supplies
would have to be distributed so that each income group formerly deficient
in intake received just enough additional food to bring caloric intake
up to but not above recom.mended minimums.

The added food supplies needed to fill the 112 million tons of unmet

food needs shown in Column 3 of Table 3 could well increase to over 160
million tons depending on the effectiveness of the LIC's food aid dis-
tribution systems. The distribution of added food supplies through

B_/ See , for instance , ^utrition and Food Needs In Developing Countries
by Odin Knudsen and Pasquale Scandizzo , 1979; 1978 Clobal Assessment

,

L'SIA, 1978; or Malnutrition and Poverty by Schlomo Feutlinger , 1977 .
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the open market could maximize the diversion, or leakage, of increased
supplies to persons already consuming the recommended minimum and
lessen the positive impact on the undernourished. Open market distri-
bution would eliminate the unmet food needs of the lowest income groups
only in the unlikely case that enough added food was made available
both to satiate the calorie demand of the affluent classes for food
and feed, and to meet the 110 m.illion ton needs of the lowest income
groups. This would entail, in effect, shifting the intercept of the
calorie distribution curve BE in Figure ID up to a new intercept at

F, the recommended minimum. A shift in intercept of this magnitude
would entail raising national per capita food supply averages to roughly
123 to 130 percent of the recommended minimum.s used in the initial
calculations in Column 1 of Table 3. The quantities involved in such
an open market distribution program are shown in Column 4 of Table 3

to be in excess of 160 million tons

.

The quantities of food needed to fill the 161 m.illion ton calorie
deficit shown in Column 4 could rise even further if open market dis-
tribution of added food supplies lowered prices and, in effect, raised
incomies sufficiently to bring strengthened demand for grain-fed livestock
products— products produced with 3 to 5 times their final caloric value
in grain and oilseed inputs— into play in the middle income as well as
the high income groups .

IV. Organizing Food Distribution To Maximize Needs Effectiveness

Depending on the method used and the assumptions made about maldis-
tribution and interannual variations, the LIC's unmet food needs can be
calculated well in excess of all the food currently traded internationally.
The magnitude of any measure of unmet needs providing for the secondary
variability and distribution aspects of the problem reinforces the notion
that Lie unmet food needs are too large to be met by food aid transfers
alone or even primarily. Accelerated growth in domestic production, sub-
stantial grov-mh in effective demand, more uniform distribution of food
supplies, and improved stock management in the LIC's themselves over a

relatively long period of time appear imperative if the needs shown in

Table 3 are to be met .

More importantly, however, the calculations cited above suggest that

the needs effectiveness of smaller amounts of added food can be increased
markedly by focusing more narrowly on the problem, of acute malnutrition
and targeting distribution of aid directly to the most seriously affected
segments of the population . A narrower unmet needs focus vzould require,
first and foremost, a more restrictive notion of minimum, requirements.
FAO/WHO anthropomorphic surveys suggest an acute malnutrition measure of

minimum requirements keyed to intake of 85 percent of their recommended
minimums. 9/ The same methods noted above to estimate maldistribution

9_/ See U.N. Food and Agriculture Organization Fourth World Food Survey ,

Rome, 1977.
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parameters can be used to estimate the added quantities of food needed to

raise the caloric intake of the acutely malnourished to 85 percent of

recommended minimums . Column 5 of Table 2 shovrs the individual country
components of this malnutrition measure of unmet food needs; the all-LIC
average over the 1976-7 8 period appears to have been equivalent to roughly
25 million tons of wheat

.

Targeting food aid directly to the malnourished would also recuire
more precise identification of the m.alnouri shed and the development of a

distribution system, designed to minimize leakage of aid to the adequately
nourished and those consuming less than IOC percent but more than 85 percen
of their recomjriended minim.ums. The household budget surveys cited above
suggest the acutely malnourished are generally m.ade up of pregnant and

lactating women, infants and pre-school children, and the urban and rural
under-employed and unemployed. The household budget sur\'eys also suggest
that target feeding— the direct distribution of added food supplies to

the acutely malnourished—becomes doubly important both to limit leakage
and to counter the virtual isolation of the malnourished from the con-
ventional food marketing system.. The experience of several developing
countries v-Lth emergency relief programs and extra-market food distribution
programs suggest several approaches to the distribution problem including

:

(1) m.other and child feeding programs aimed at pregnant and lactating wom.en

and infants, (2) pre-school feeding programs for young children, (3) food
for-work programs for the unemployed, and (4) possibly food ration or food
subsidy schemes aimed at the under-employed. Central to all of these
programs, however, is the direct transferal of aid to these elements of the
population suffering from debilitating malnutrition.

Substantial investment in the recipient countries would be needed to

develop an adequate distribution infrastructure to provide food to the
neediest . The cost of developing such an system is likely to vary widely
depending on the state of individual LIC's physical and administrative
infrastructures. The cost of setting up such a distribution system would
have to be balanced against alternative development uses for the same re-
sources, lata from a nuriber of countries with functioning target distribu-
tion programs show costs ranging from a fraction of to several times the
total value of the food supplies being transfered. A full cost-benefit
analysis of the trade-off involved in setting up and operating such a mal-
nutrition-oriented target-distribution program would have to be done on a

country-by-country basis and goes far beyond the scope of this report.

V. Conclusions

The materials presented above suggest that efforts to allocate food

aid with greater emphasis on unr.et food needs depend on a number of un-

answered questions. Am.ong these are the basic questions of how to m^easure

basic food needs and how to estim.ate unmet food needs. The question of

how to estimate and compensate for the skewed distribution of food supplies
within countries is also an issue basic to the entire food aid question.
Also unanswered are questions as to the extent existing programs can or
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should be modified to increase the needs effectiveness of food aid

transfers and at what cost.

The materials above also provide more specific information on the

relative severity of unmet food needs in individual LIC's. A review of
the individual LIC's 1976-78 food intake data, and 1961-78 growth and
variability data suggests three general groupings. 10 / A small group of
relatively well fed LIC's including Senegal, Ivory Coast, Morocco, and
Gambia among others report consumption levels equal to 95 percent or
more of their recommended minimums, interannual variations of less than
2.0 to 3.0 percent, and growth in per capita food supplies of 0.6 per-
cent or more per year. A large intermediate group of LIC's including
India, the Philippines and Pakistan among others reports food consump-
tion ranging from 85 to 95 percent of minimum requirements, interannual
variations of 3.0 to 4.5 percent, and growth rates of 0.1 to 0.5 percent
per year. The third group, including most of the Sahelian countries,
Ethiopia, Angola, Cambodia, Uganda, Tanzania, Mozambique, and Rwanda
report caloric consumption of 70 to 85 percent of recommended minimums,
interannual variations of 4.5 to 10.0 percent or more, and negative
growth in per capita food supplies.

Table 3's alternative measures of unmet food needs suggest that LIC
needs , while relatively small when narrowly defined and corn-pared to total
world food production, are quite large relative to LIC food imports and,
if defined expansively, even relative to total world food trade. The
size of the unmet needs problem appears so great as to depend on an all-
out effort to increase production and to distribute production more uni-
formly in the LIC's themselves rather than on a transfer of aid from the

rest of the world.

Column 5's (Table 3) measure of acute malnutrition needs suggests,
however, that relatively small amounts of food aid distributed directly
to the most seriously affected segments of the population in the poorest
third of the LIC's could ease the unmet needs problem considerably.

10 / Ranking the LIC's by the severity of their unmet food needs as reflected
in the inadequacy of their 1976-78 intake levels , and their interannual
variations and growth rates over the 1961-78 period suggests the following
descending order: Cambodia, Ethiopia, Angola, Chad, Upper Volta, Honduras,
Botswana, Mali, Niger, Uganda, the Cape Verde Islands, Mozambique, Rwanda,
Ghana, India, Somalia, Mauritania, Yemen Arab Republic, Afghanistan, Zaire,
Yemen People's Republic, Sri Lanka, Lesotho, Rhodesia, Tanzania, Malawi,
Bangladesh, Laos, Congo, Sierre Leone, Nepal, Grenada, Senegal, Bolivia,
Guinea, Bhutan, Philippines, Pakistan, Kenya, Liberia, Burma, Indonesia,
Central African Empire, Guinea-Bissau, Comoros, Cameroon, Senegal, the Ivory
Coast and Egypt

.
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FIGURE lA

Per Capita Caloric Food Supply

Given uniform distribution of per
capita food supplies across all
population groups along CD, and an
Lie minimum food intake requirement
equal to AB , unmet food needs would
be equal to the area in ABCD. LIC
data for the 1976-78 period suggest
the area in ABCD was equivalent on
average to roughly 39 million tons
of wheat (See Column 1 of Table 3).
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FIGURE IB

Per Capita Caloric Food Supply
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Given the same uniform distribution of
food supplies and recommended minimum
intake level plus an adjustment to com-
pensate for interannual variations in

per capita food supplies , unmet food

needs would be equal to the area in CDEF.
LIC data for the 1976-78 period indicates
the area in CDEF was equal on average to

roughly 52 million tons tons of wheat
(See Column 2 of Table 3).
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FIGURE IC

Per Capita Food Supply

Given the skewed distribution of

per capita food supplies across
Lie population classes along curve
BE and an adjusted minimum recom-
mended intake of A, unmet food
needs would be equal to the area
in ABD. Lie data for the 1976-78
period indicate 112 million tons
of wheat (See Column 3 of Table 3).
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FIGURE ID

Per Capita Food Supply
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Given the skewed distribution
of food supplies across popu-
lation classes along BE, an
adjusted recommended minimum
of A and the open market dis-
tribution of added food supplies,
supplies of food equal to the

area in ABE would be needed to

meet the LIC ' s unmet food needs.
Lie data for the 1976-78 period
indicate the area in ABE averaged
in excess of the equivalent of

160 million tons of wheat (See

Column 4 of Table 3)

.
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FIGURE IE

Given the skewed distribution of

food supplies across population
classes along the curve BE, a more
stringent malnutrition measure of

minimum intake at I and targeted

—

rather than open market distribu-
tion of added supplies to minimize
leakage, supplies equal to EHI would
eliminate the most serious of the

Lie's unmet food needs. The LIC's
1976-78 data suggest the area in

BHI averaged in excess of the equi-
valent of 25 million tons of wheat

(See Column 5 of Table 3).
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Part II. Production Performance

The following materials report on world food
production in 1978/1979 and the outlook for
1979/1980. General indicies of food produc-
tion measuring changes in output in 1978 are
reviewed in the initial section; more de-
tailed 1978/79 situation and 1979/80 outlook
statements on grains, oilseeds, and nonfat
dry milk— the major products moving as food
aid— are included in the second section. Eoth
sections indicate that food supplies in the

major aid donor and recipient countries , with
the exception of large areas of sub-Saharan
Africa, are at or near all-time highs. Hence
while the supplies of food available for aid
appear to be quite large, aid needs parti-
cularly if measured in terms of production
shortfalls rather than the unmet nutritional
needs decribed in Part I—are relatively
low

.

I. Food Production Performance l_l

World food production increased roughly 4 percent in 1978 to an all
time high well above the trend of the last two decades (Table 1). Pro-
duction gains in the developed countries were particularly large. strong
advance in Western European output and sharp recovery from 1977 drought
in the USSR and Oceania accounted for the largest part of the 5-percent
increase reported for the developed countries as a whole. These major
gains combined with smaller increases in the other developed countries
pushed their per capita production up to an all time high more than 27

percent above the levels of a decade and a half ago.

Food production in the developing countries increased almost 3 percent

in 1978. The 1978 increase was sufficient to edge production for the 1970 's

to date marginally above the trend of the last two and a half decades.
While somevThat short of expectations earlier in the season, the developing
countries' 1978 increase follows 2, and in many cases 3, years of

good harvests and was sufficiently large to edge the developing countries'
per capita production roughly 10 percent above the levels reported during
the worst of the 1972-1975 shortages.

Gains in the developing countries, however, were not as evenly distri-

buted as in the developed countries. The bulk of the developing countries
reported appreciably stronger production gains. Small increases, and in

many cases decreases, in production in central, west, and southern Africa
kept the developing countries' total output from increasing nearly 6 percent

\_l The Food Production Performance section is based on producer price
weighted production indices for the 1950-78 period.
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and per capita output from increasing nearly 3 percent. Parti-
cularly strong gains were registered in South and East Asia where
per capita production rose to more than 120 percent and 112 per-
cent

,
respectively, of the benchmark levels of the early 1960 's.

Per capita output in Latin America edged up 12-13 percent higher
than the levels of the early 1960 's. Production in Africa, however,
continued to decline and currently stands at less than 80 percent
of the early 1960 's level.

Food production indices for the LIC's indicate 1978 output
was roughly 4 percent above the level reported in 1977 and mar-
ginally above the trend of the last two and a half decades. The

increases registered in 1978 were sufficient to raise per capita
output more than 40 percent above the levels registered in the

early 1960 's and more than 10 percent above the low reported during
the worst of the 1972-75 shortages (Table 2).

The distribution of production changes across the individual
Lie's followed much the same pattern noted above. While Asian LIC
gains were quite pronounced and Latin American LIC gains somewhat
smaller, the African LIC's reported few gains and in many cases
decreases in output. Consequently, per capita levels consequently
increased significantly in the Asian LIC's, increased marginally
in most of the Latin American LIC's, and stagnated or decreased
in most of the African LIC's (Table 3).

II. Commodity Statements

A. Grain Situation and Outlook

Developments in the grain sector play a crucial role in deter-
mining aid needs in recipient countries and aid availabilities in donor
countries. A disproportionately large share of the fluctuations in

donor and recipient country food production reflected in the indices
cited above and the fluctuations in aid transfers noted elsewiiere in

this report relate to developments in the grain sector. Grains account
for roughly half of the caloric value of food production but more than
two-thirds of the growth in output reported in the traditional aid
recipient countries over the 1970 's. While grains are less important
in the agricultural economies of the major donor countries ,

they still
account for as much as 40 percent of their agricultural product and two-

thirds of their interannual variation in food production. The pro-

portion of food aid moving as grain is also quite high— often in excess
of 95 percent and seldom less than 85 percent of the total.

Global Perspective

The supplies of grain—wheat, coarse grains, and milled rice— avail

able worldwide for use in 1978/79 are reported at an all-time high in

excess of 1,620 million tons (Table 4). Grain supplies of this magni-
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tude are a full 6.5 percent greater than any previous supply and
roughly 20 percent greater than the levels available during the
worst of the 1972-75 shortages.

This year's ample supplies are the result of both large carry-in
stocks and bumper harvests. The stocks of grain carried over into

1978/79 totaled nearly 190 million tons, or roughly 14 percent of
annual consumption as compared with a 1973-75 average of 11 percent.
Keather in 1978/79 also favored grain production in virtually every
major producing country/region of the world. As a result, record
yields combined with near-record harvested area pushed world output
up to 1,425 million tons, or 8 percent above the levels reported a

year earlier and well above the trend of the last two decades. The

1978 increase combined with 1976 and 1977 gains was strong enough to

push production for the 1970 's to date back up to the trend of the
1950 's and 1960 's. However, world per capita rain production still
lags somewhat below the all-time highs reported at the end of the
1960 's and beginnings of the 1970 's.

Increases in world grain utilization in 1978/79 appear likely
to be less than half the increase in production. Usage in 1978/79
is expected to be up substantially from dampened 1974/75-1976/77
levels but to lag slightly below the longer term trend of the last
two decades. Lemand for feed in the developed countries— the most
dynamic component of world demand—has recovered to pre-1974/75
highs but still lags below the trend of the last two decades and well
below the trend of the higher growth 1965-74 period. However, food
use of grains continue to expand at a rate slightly above grov/th in

population and the trend rates of the post-war period. Consequently,
the increases in total usage likely in 1978/79 will be large enough
to raise world per capita levels for a third year in succession to a

1970 's high.

The wide margin between growth in production and growth in usage
points to even larger carry-over stocks at the end of the 1978/79
season. World carryover stocks of grain could increase as much as
25 to 30 percent to nearly 235 million tons. A stock of this magnitude
would be the highest on record and equivalent to a near record 17

percent of current consumption (Table 5).

Grain trade and prices reflect the ample supplies currently avail-
able on the world market. Trade in grains is expected to increase only
marginally in 1978/79 due both to the relative abundance of supplies
and their more uniform distribution than in past years . World wheat
prices presently average $140 per Fietric ton or about 85 percent of

the nominal high reported over the 1972-75 period and roughly half

the real level reported at the beginning of the decade. Changes in

corn prices have been comparable; current prices of about $110 per ton

are roughly 80 percent of the nominal high of the 1972-75 period and

less than half the real price level reported at the beginning of the

decade. Rice prices currently average $375 per ton or somewhat above
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their 1972-75 nominal highs but still below real prices at any
point in the decade to date (Table 6)

.

The outlook for the upcoming 1979/80 year suggests a closer
balance between world grain supply and demand. While the stocks
likely to be carried over into 1979/80 will be record large, several
producers— particularly the United States— are taking action to cut
back production through acreage reduction. Hence, while information
available to date suggests 1979/1980 yields at or slightly above
trend, total 1979/80 output is likely to be far enough below 1978/79
levels to keep next year's supplies below this year's level. Should
supplies be marginally lower, growth in demand in 1979/80 at the

2.5-3.0 trend rate of the last two decades would force a small draw
down in stocks toward the beginning of 1980/81. However, forecasts
of production and usage made this early in the year are highly
speculative . Weather over the next 6-8 months will be the major
determinant of production and uncertain developments in the feed-
livestock economies of the developed countries will be the major
determinant of growth in demand. But even in the case of poor
weather and resilient growth in demand in 1979/80, supplies are
highly unlikely to tighten to the extent noted in 1974/75 and

1975/76.

Donors' Perspective

Grain supplies in the major donor countries— the United States,

Canada, Australia, and Western Europe—are currently reported at a

record 629 million tons compared with a previous all-time high of

579 million tons (Table 7). Carry-in stocks were reported at or near
record highs reflecting the cumulative impact of generally good
harvests and slowed growth in domestic and export demand in late 1976/77
and 1977/78. Production in 1978/79 in the donor countries as a

whole rose to an all-time high despite efforts in the United States
to lower production 10-15 percent.

Production of wheat, the largest component of the donors' m.ount-

ing surpluses, increased 10 percent. Good weather raised yields and

reduced the im-pact of a 15-percent cutback in U.S. area significantly.
Good weather also pushed Australian production to nearly double the

drought-reduced levels of a year ago. Canadian and Western European
production are reported up 6 and 21 percent, respectively. Changes
in wheat stocks reflect the same pattern of small decreases in the

United States more than offset by weather-related build-ups in the

other donor countries.

Coarse grain and rice supplies in the donor countries are also

reported record high due to a combination of large carry- in stocks and

bumper harvests. Efforts to reduce acreage so as to draw down excess
stocks in the United States were more than offset by weather-related
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gains in yields. The other donors report similar comhinations of
high stocks and record or near-record harvests .

Domestic and foreign demand for the donors' grain supplies
appear to be increasing at a substantially slower rate than produc-
tion in 1978/79 for a third consecutive year. Slowed recovery in

feeding has kept domestic demand for grains below trend; bumper
harvests in many of the largest importing countries have also slowed
growth in exports. Hence, stocks at the end of 1978/79 are likely
to be up as much as 25 million tons from carry-in levels. Accumu-
lation of stocks of this magnitude in the donor countries suggests
continued downward pressure on prices for at least the remainder
of the current season and well into 1980/81 if the 1979/80 world
crop is near or above trend.

Recipients' Perspective

With a few marked exceptions, the LIC's report favorable har-
vests and unusually large supplies of grain available for use in

1978/79. The majority of LIC's carried large stocks over into
1978/79 as a result of good crops and/or large imports in 1977/78.
Harvests and imports in the majority of the LIC's have been record
large 2 of the last 3 years and in many cases 3 of the last 4 years
(Tables 8 and 9).

Improvements have been most noticeable in the Asian LIC's. South
Asian production increased sufficiently over the 1976-78 period to

push per capita consumption 8 percent above the levels reported at the

beginning of the decade and 6 percent above the recent low reported
in 1974. This year's improvement is a direct result of a fourth
successive bumper Indian harvest

, good Bengali wheat and rice crops
,

and Sri Lanka's general recovery from 1973-77 drought. Strong East

Asian production gains were sufficient ,
particuarly in combination

with continued large imports, to push per capita consumption 20 per-
cent above the levels of the late 1960 's. Several Southeast Asian
LIC's, however, stand out in sharp contrast to the bulk of the Asian
LIC's, Serious drought and flooding problems in Vietnam and Laos,

combined with a succession of poor harvests and civil unrest, have
reduced per capita consumption more than 15 percent since 1975.

Increases in supplies have been more moderate in North Africa
and the Middle East; supply increases have been due primarily to

increased imports and only secondarily to increases in production.
Current consumption levels are 15 percent higher than levels at the

beginning of the decade.

The African LIC's benefited from little if any of the good

weather reported over the 1976-78 period. East African production
and consumption rose slightly in 1978/79 but from levels well below

those of the late 1960 's and early 1970's. Central and West Africa
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exhibit much the same pattern of marginal 1978/79 improvements over
low 1972-76 levels. Central, West, and East African imports continue
to be fairly limited; hence, variations in production tend to be
reflected directly in variations in consumptions .

The Sudano-Sahelian LIC's appear to be lacking even the marginal,
short-term increases in production reported in other areas of sub-
Saharan Africa. The region continues to suffer both from the after-
effects of the 1973-76 drought and from year-to-year variations in
rainfall closer to the normal fluctuations of the 1950 's and 1960 's.

As a result, per capita production levels have declined in 7 of the

last 8 years for a total decrease of over 20 percent. Per capita
consumption decreased roughly by a third over the same period .

The African LIC's share of total LIC production is too small,
however, to affect the LIC total significantly. Rence the overall
grain supply situation in the LIC's—particularly the heavily popu-
lated Asian LIC's—appears to be unusually favorable. Aggregate LIC
import requirements are likely to level off and possibly decline in

late 1979 and early 1980. Despite this overall picture of reduced
LIC need for donor country aid, individual LIC's in selected areas of
Latin America, Asia, and Africa highlighted in Part V report production
shortfalls and/or supply shortages as severe as any noted during the

1972-75 period. Kence their food aid needs are up substantially.

B. Vegetable Oil Situation and Outlook

Ihe importance of vegetable oils in food aid transfers relate tradi-
tionally both to the abundant

,
generally low-priced supplies available in

the donor countries and a preference for vegetable oils calories as compared
with grain calories in most of the LIC's. Shifts over the 1976-78 period
in the supplies of vegetable oil and in relative oil and grain prices,
however, have raised the opportunity cost of oil donations significantly.
During the first half of the 1970 's, the cost of calories donated in the

form of vegetable oils was roughly equal to the cost of grain calories

.

However, world oil shortages in 1977 and continued high oilseed prices in

1978 raised the cost of vegetable oil calories to 1 1/2 to 2 times the
cost of grain calories. The relatively greater cost of vegetable oil
calories declined only marginally in 1978.

Situation in 1978

World production of edible vegetable oils _2/ has trended upward steadily
from 1965 through 1978 at an annual growth rate over 4 percent. 3_/ Production

2^/ Edible vegetable oils here include palm and olive and the oils derived
from soybeans, peanuts, rapeseed

,
cottonseed, sunflower seed and copra.

_3/ Ttie production of oils for consumption in the calendar year corresponds
to crops harvested in the year indicated in the Southern Hemisphere , but in

the previous year in the Northern Hemisphere. Palm is produced throughout
the year and is included in the calendar year for production and consumption.
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in 1911 ,
however, was adversely affected by poor weather and fell

8 percent below trend. Mid-year 1977 price rose by almost 50 per-
cent; world stocks were dravmdown and consumption was curtailed
principally in the developed countries. World production of edible
vegetable oils rebounded sharply in 1978 due to increases in the

U.S. soybean and cottonseed crops, the Canadian rapeseed crop, the

Argentine soybean crop, and the Malaysian palm oil crop. Full

recovery in production was delayed, however, by unexpected reductions
in the Senegalese peanut crop, the Indian peanut crop, the Brazilian
soybean crop, and the Soviet sunflower seed crop. Total 1978 pro-
duction was only slightly more than 1 percent above trend.

World consumption of vegetable fats and oils in 1978 actually
rose slightly more than production forcing in a further reduction
in world stocks. High 1977 vegetable oil prices declined marginally
after the fall harvests but rose steadily during 1978 to exceed year
earlier levels and continued to rise after the fall 1978 harvests.
Devaluation of the U.S. dollar vis-a-vis the currencies of many
developed countries, however, resulted in greatly reduced domestic
prices for fats and oils in many of the largest importing countries
and consequently stimulated consumption.

The largest changes in the LIC vegetable oil situation over the

1976-78 period were concentrated in South Asia. The explosion of

vegetable oil imports into South Asia which began in 1977 continued
in 1978. Imports of vegetable oil were up almost 30 percent in 1978.
The foreign exchange position of the South Asian countries continued
to improve greatly due to a combination of remittances from workers
in the Middle East, increased exports, and at least temporary relief
from heavy grain import bills. Strong growth in South Asian vegetable
oil imports have been accompanied by moderate increases in domestic
production and have resulted in a 50-percent increase in per capita
vegetable oil consumption from 1976 to 1978. Current per capita
consumption levels are not unprecedented, however. Somewhat higher
levels of consumption were reported in the early 1960 's when South
Asia reported its domestic vegetable oil production records.

Among the African LIC's vegetable oil is an important source of

calories, and per capita consumption continues to increase slowly.
In Morocco, increasing consumption results primarily from increasing
domestic production whereas in Egypt ever increasing imports allow
consumption increases. In the rest of Africa, the large majority
of LIC's export vegetable oil despite relatively low per capita
consumption in order to boost their foreign exchange earnings. Levels
of production, trade, and per capita consumption of edible vegetable
oils have been stagnant in recent years. All of the Latin American
LIC's are vegetable oil importers and all have very low levels of

per capita vegetable oil consumption. However, production and con-

sumption levels have increased significantly in percentage terms in

recent years.
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Situation in 1979

Most of the oilseeds available for processing into oil in

1979 have already been harvested. World production of edible
vegetable oils in 1979 is expected to increase 6 percent to 37.6
million metric tons— a little more than 3 percent above trend.
The U.S. soybean crop increased by 5 percent and the U.S. sunflower
crop increased almost 40 percent roughly offsetting a 600,000
ton decline in the USSR sunflower crop. The Brazilian soybean
crop has been reduced by drought for a second year , but nonethe-
less , is expected to exceed last year's crop by at least a million
tons. Argentine soybean production continued its spectacular in-

crease with a 1979 crop estimated to be one-third larger than
last year's. Even more spectacular was the 75 percent increase
in the Canadian rapeseed crop to 3.5 million tons. Malaysian
palm oil production is expected to exceed 2.1 million metric
tons in 1979, a 20-percent percent increase. The important Indian
peanut crop was up slightly to 6.2 million tons.

However, despite the prospect of ample supplies of vegetable
oils

J
in 1979

,
only small increases in stocks are anticiptated

and prices will likely remain high. Vegetable oil prices did not
decline after the fall harvests of 1978, but rather continued to

rise rapidly. Ey the end of February 1979, soyoil prices reached
$625 per metric ton, 16 percent above the 1978 average. Prices
are not likely to decline significantly before late fall of 1979
and then only if the 1979 U.S. soybean crop is larger than currently
anticipated. The devaluation of the U.S. dollar vis-a-vis the
currencies of many developed countries and the improved foreign
exchange positions of the South Asian countries appear to have
shifted the demand curve for vegetable oils upward. Consequently,
future production must remain above trend if vegetable oil prices
are to return to their pre 1977 levels .

Some improvement in per capita consumption of edible vege-
table oils is expected in the LIC's during 1979 due to expanded
production in some cases, but due more often to expanded imports.
However, the cost of the increased calories derived from vegetable
oils will likely continue in 1979 at 1-1/2 to 2 times the cost of
grain calories

.

C. Nonfat Dry Milk Situation

The supplies of non-fat dry milk (NFDM) available for use as

food aid continue to depend directly on the size of the surpluses
generated by dairy support programs in several of the developed
countries. Support programs generally depend on government inter-
vention in the dairy products market to acquire the excess production
generated by high farm prices. Dairy surpluses are usually converted
into more storable manufactured products such as butter, NFDM,
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and cheese. The European Community (EC) has for some time been the

principal holder of such stocks— accounting for between 60 and 90

percent of world stocks in recent years. Stocks in the United
States have accounted for 10 to 20 percent of the world total in
recent years

,

The information available to date on the 1978 and 1979 dairy
situation in the developed countries in question suggest that overall
supplies of NFPM are at or near record high but that pressure to

reduce stocks—either by subsidized feeding or by food aid dona-
tions—are not as great as in 1976 or 1977. In the EC, production
of NFEM increased 8 percent to a record 2.1 million tons in 1978.
The EC has had some success in reducing government held stocks through
subsidized livestock feeding programs , but their level is still con-
sidered extremely burdensome. Stocks were 670,000 tons at the be-
ginning of 1979, or about 300,000 lower than a year earlier. Bow-
ever, build-up of NEFM stocks later in 1979 seems likely given pro-
spects for continued dairy production increases and slowed growth
in consumption, i^lthough cow numbers are expected to remain nearly
stable, the EC projects a 2-percent annual increase in milk yield
per cow that would, combined with lower on-farm consumption, lead
to a 3-percent increase in deliveries of milk to dairies.

EC exports of >TCM to countries outside the EC totaled about

500,000 tons—of which 130,000 tons were donated as food aid— in 1978
compared vrLth 369,000 tons— of which 98,000 tons were food aid— in

1977. The EC Commission approved a food aid program in ^^arch that
provides for 150,000 tons of NFDM in 1979. India (31,000 tons),
Vietnam (15,000), and Egypt (5,000) were announced as major recipients
of NFDM aid .

Milk production in the United States fell slightly in 1978 to

about 55 million tons , but was expected to rise about 1 percent in

197 9. Commercial use of milk in 197 9 will likely expand about 1

percent. Because stocks of dairy products were low at the start of

1979, a slight rise in commercial use will probably be sufficient to

hold U.S. price support purchases to moderate levels. The Commodity
Credit Corporation (CCC) bought 38 percent less >TDM in 1978 than in

1979. Uncommitted CCC inventories of NFDM on March 1, 1979 were

216,000 tons, 78,000 smaller than a year earlier. This represented
an amount equal to 1-1/2 year's donation usage at current rates.
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Table II-5 Ending Stocks of Total Grains

Year Total U.S. ; Other
;

Developed
*

Centrally
Planned

: LDC

1969/71 average 178.

0

67 .

4

59.5 19.3 31.7

1974/75 131.

6

27.5 50.3 24.6 29.5

1975/76 136.

9

36.

6

46.5 9.8 43.9

1976/77 190.4 61.

5

52 .

6

22.7 53.6

1977/78 1/ 189.3 74.4 54.3 8.8 51.8

1978/79 2/ 232.5 85.9 67.2 25.8 53.7

1/ Preliminary.

2/ Forecast.

IX— 6 Export Prices for Selected Cereals

July-June
Wheat 1/ : Com 2/ : Sorghum 3/ : Rice 4_/year

1971/72 61 52 52 133

1972/73 92 71 69 174

1973/74 177 116 107 584

1974/75 162 133 125 439

1975/76 151 199 114 294

1976/77 112 110 101 257

1977/78 116 100 92 337

1978

Jan. ' 119 101 93 338
July 129 100 93 384
Aug 129 96 91 366
Sept. 134 96 90 369
Oct. 137 98 96 375
Nov. 141 102 99 315
Dec. 139 102 99 292

1979

Jan. 140 109 100 300
Feb. 144 109 100 N.Q.
Mar. 137 111 99

1/ U.S. #1 HWW ordiiaary protein f.o.b. Gulf Ports-Buyers Price.
2/ U.S. //2 com export price f.o.b. Gulf Ports basis prompt to 30 days delivery.
_3/ U.S. //2 yellow grain sorghum for vessel Gulf Ports.
4_/ Thailand long gra-iji white rice 5-7Z broken f.o.b. Bangkok.
NQ- No quote.
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Table II-7 Grain Situation in Major Food Donor Countries

Stocks
Production : Consumption : Net exports

Grain
donation

United States

1070/71 73.4 185.7 164.5 39.9 9.105

71/72 : 55.1 236.4 175.9 42.3 9.259
1 £.1 1 J «

7"^ ft 226.9 182.2 70.9 7 n? ^

73/74 : 48.1 236.4 178.3 75.1 3.198
74/75 : 31.3 203.1 142.2 65.2 4.712
75/76 : 27.5 247.0 155.2 83.2 4.284

76/77 : 36.6 256.0 153.6 77.9 6.147

77/78 : 61.5 262.4 161.2 88.6 5.700

78/79 : 74.4 271.4 171.4 88.8 6.400

Total l^ss tHe United. States

1Q7n/71 AQ 107 . X 171 5 199 9 -13.8 3 701

71/72 : 54.7 199.1 210.1 -4.6 3.060

72/73 : 4o . 4 191.5 212.9 -9.7

73/74 : 39.1 201.9 216.1 -18.1 2.339

74/75 : 43.3 202.3 213.7 -12.0 2.862

75/76 : 47.7 199.7 212.0 -8.3 1.765

76/77 : 44.9 198.9 215.6 -20.7 2.783

77/78 : 50.1 205.3 217.5 -12.7 3.025

78/79 51.1 332.1 222.9 -87.5 28.371

Total 1/

1970/71 142.5 357.3 364.4 26.1 12.806

71/72 107.8 435.5 385.9 37.7 12 .319

iim 122.2 418.4 395.1 61.2 9.787

73/74 87.2 438.3 394.4 57.0 5.537

7^/75 74.5 405.4 355.9 53.2 7.574

75/76 75.2 446.7 367.2 74.9 6.409

76/77 81.5 454.9 369.2 57.2 8.930

77/78 : 111.6 467.7 378.7 75.9 8.725

78/79 : 125.5 503.5 394.3 83.9 9.237

Totals may not always add because of rounding.
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Part III. Financial Situation

The following materials assess recent changes
in the LIC's capacity to import food commer-
cially as reflected in their economic growth
rates and changes in their trade balances,
reserves, and debt position. The general im-
provement noted in the LIC's financial posi-
tion over the last 2 to 2 years appears to have
been strong enough to reverse the deterioration
reported over the 1973-75 period but too weak
to suggest any significant improvement in their
capacity to import food commercially. The LIC's
gains have been unevenly distributed, however,
and several individual countries report strong
enough gains to finance substantially expanded
commercial food imports .

I. Introduction

The following section reports on recent changes in economic growth
and the trade, reserve, and debt situation in the LIC's as they affect
their overall capacity to finance commercial im.ports . A more precise
measure of changes in the LIC's capacity to import food coimner ically is

difficult to formulate. The LIC's commercial food imports depend as much
on goverrraient policy decisions and trade priorities as on conventional
growth, trade balance, reserve and debt considerations. In a very real
sense, virtually all of the LIC's are in a strong enough financial posi-
tion to purchase comm.ercially all the food they currently import conces-
sionally. Many could also purchase the added food supplies needed to

meet the minimum nutritional needs noted in Part I.

However
,
appreciably larger commercial food imports would require a

drastic reordering of LLC trade and foreign exchange priorities and deve-
lopment policies. The relatively low priority generally afforded com-

mercial food imports reflects the LIC's commitment to maximize imports of

development goods and to meet debt servicing obligations even at the cost
of minimizing food imports. Marked shortfalls in food production over
the 1973-75 period forced the LIC's to reorder their priorities temporarily.
However, import and foreign exchange priorities have tended to revert to

development goods and debt servicing in relatively short periods of time.

Consequently, while the materials that follow provide a reasonably
good measure of changes in the LIC's overall capacity to im.port commer-
cially they provide only the most general of indications of changes in the

LIC's capacity to import food commercially.
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II. Economic Gro\^th

The growth in economic activity reported in the developing countries
over the 1976-78 period suggests marginal, unevenly distributed increases
in the supply of indigeneously produced goods and services available to

exchange for commercial imports. Real economic activity in the non-OPEC
developing countries increased roughly 5 percent per year from 1976 to

1978 due to a combination of short-lived commodity export booms and sev-
eral years of record increases in agricultural output. However, economic
growth lagged below the high 7-7.5 percent rates reported during the late
1960 's, and below the recent 1973 high of 7.6 percent reported at the peak
of the last major commodity boom.

Economic growlih in the LIC's lagged well behind growth in the develop-
ing countries as a whole. The more affluent third of the developing coun-
tries reported 1975-77 growth in excess of 6 percent per year and 1978 growth
of about 6.5 percent. The LIC's, on the other hand, reported 1975-77 growth
averaging less than 4 percent per year and 1978 growth of less than 4.5 per-
cent (Table 1). Per capita statistics paint a somewhat clearer picture of
the welfare implictions of these different growth rates. Per capita in-
creases in economic activity averaged 3.5 to 4 percent per year in the more
affluent developing countries or at a rate high enough to suggest real in-

creases in welfare regardless of the income distribution problem common to

virtually all the developing countries. The LIC's per capita increases
averaged 1-1.5 percent per year or at a rate hardly adequate to suggest any
real improvement in welfare levels even if the problem of income distribu-
tion is ignored. The LIC's experience of the late 1960 's and early 1970 's

suggests sustained, hopefully uniformly distributed, increases in per capita
income in excess of 3-4 percent per year—or more than double their 1976-78

rate—are necessary before any noticeable increase in commercial food im-

port demand is likely.

tvliile aggregate LIC growth rates have not been strong enough to suggest
any significant improvement or deterioration in their capacity to import

,

country-specific statistics suggest significant changes in several individual
LIC's. Fourteen LIC's—Angola, Benin, Chad, the Comoros, Gambia, Ghana,
Mauritania, Mozambique, Phodesia

,
Senegal, Sierra Leone, Somalia, Uganda, and

Zaire—reported absolute decreases in economic activity in at least 1 and

generally 2 of the last 3 years. Almost two dozen other LIC's reported rates
of growth in economic activity less than their population growth rates. Con-

sequently, m^ore than a third of the LIC's reported declining per capita in-
comes and , in effect , a decrease in the per capita supplies of goods and
services available to exchange for imports— be they imports of development
goods, food products, or services. Another third of the LIC's reported
economic growth rates so close to population growth rates as to rule out any
measurable change in their per capita supply of goods and services available
for export. Less than 15 of the LIC's including Pakistan, Indonesia, Egypt,
Bangladesh, Honduras, and Bolivia reported strong enough sustained economic
growth to suggest any increase in their capacity to increase development im-
imports and food imports while meeting expanding debt service payments.
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III. Trade Balance

The external trade position of the non-OPEC developing countries
improved markedly in 1976 and 1977 following the unusually large defi-
cits reported in late 1974 and 1975. Preliminary data suggest that
the non-OPEC developing countries' import austerity and export promo-
tion programs successfully limited their 1977 trade deficit to $14 bil-
lion compared to a 1976 deficit of $30 billion and a record high $44

billion deficit in 1975.

However, the trade position of the LIC's appears to have deterio-
rated faster in late 1974 and 1975 and to have recovered more slowly in
1976 and .1977 than the trade position of the higher income developing
countries. The LIC's as a group—minus oil exporting Indonesia and
Nigeria and the Asian Centrally Planned LIC's— reported trade deficits
of $7 billion in 1974, $14 billion in 1975, and $8 billion in 1976.
Preliminary data indicates the LIC's 1977 trade deficit increased to

$9 billion. Hence, even the very modest increases in the developing
countries' capacity to import food suggested in their 1976 and 1977
trade balances are lacking in the LIC's.

The LIC's trade position appears to be even weaker and improvement
less pronounced than indicated in Table 2 if analyzed in terms of trade
deficits relative to export earnings. While the higher income oil im-
porting developing countries succeeded in limiting their 1976 and 1977
trade deficits to roughly 15 percent of their total export earnings com-
pared with 20 percent at the start of the decade, the LIC's accumulated
1976 and 1977 deficits are equal to more than 30 percent of their export
earnings compared with 20 to 25 percent at the start of the decade.

The trade performance of the individual LIC's varied so widely in

1976 and 1977 that the LlC total has only limited value (Table 2). Less
than a quarter of the LIC's including the Congo, Zaire, ^!adagascar

,
Zambia,

El Salvador, Honduras, Sri Lanka, and the Central African Empire reported
significant im.proveraents in their trade balances. The improvements were
due in part to increases in the prices of key export products of 10-15

percent in 1976 and 20-25 percent in 1977 but in larger part to a general
slow down in import growth. Products registering the strongest gains
included cacao, coffee, oilseeds, and oilseed products. Increases in the

quantities exported and/or export unit values of these products were more
than enough to offset decreases in the quantities exported and/or lower
prices of products such as bananas, bauxite, jute, sisal, and phosphate
rock. While the average unit value of all the goods exported by these
selected LIC's increased 6 percent or more over 1976 and 1977, their im-

port unit values stayed roughtly constant.

A full third of the LIC's— including Chana , Sierra Leone, Togo,

Tanzania, Afghanistan, Bangladesh, India, Pakistan, Burma, Thailand,
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Egypt, Morocco, Mauritania, and Upper Volta and accounting for the bulk
of the Lie population—reported significant deterioration in their 1976
and 1977 trade balances. Their deterioration appears to be due to slowed
demand and/or lower prices for their exports complicated by growth in the
quantity and price of their principal development imports. The remaining
Lie's reported little change in their trade balances. Of all the LIC's,
only a handful— including oil exporting Nigeria and Indonesia and several
smaller states such as Yemen, the Central i^frican Empire, Ghana, Guinea,
Ivory Coast, Zaire, Burundi, Zambia, and El Salvador— reported positive
1976 and 1977 trade balances

.

Considerably less information is available on the LIC's 1978 trade
performance due to lags in reporting. Preliminary balance of payments
estimates for 1978 indicate that the developing countries' trade deficit
increased by about $4 billion. Increases in the LIC's trade deficit ap-
pear to have accounted for a disproportionately large share of the in-

crease. Deterioration in the LIC's 1978 trade balance is largely attri-
butable to the pronounced leveling off and decline in 197 8 and early
1979 of many of the commodity prices showing the strongest gains in 1976
and 1977 . How^ever , the shift in commodity prices in 1978 was not as
severe as in 1974 and 1975; sharp decreases in the prices of a relatively
small number of products seem to have been partially offset by continued,
albeit small, increases in a range of oilseed, groundnut, rubber, and

plywood prices. As a result, 1978 export earnings grew less rapidly than
expenditures on im.ports but not to the extent noted in late 1974 and 1975 .

Changes in 1978 trade deficits in individual LIC's mirrored changes in

international commodity prices .

More important than changes in individual country trade balances or
variations in aggregate LIC trade balances over the 1976-1978 period,
however, is the LIC pattern of virtually chronic trade deficits and wide
year to year fluctuations in the magnitude of their deficits. Trade
developments over the 1976-1978 period point to the basic V7eakness under-
lying virtually all of the LIC's export sectors. Given their unusually
pronounced concentration of exports in a few commodities shipped to a

limited number of trading partners, LIC trade balances tend to reflect
price and/or quantity developm.ents in a single commodity or in a single
trading partner rather than more stable economy-wide developments or

world market forces. As a result, short term improvements in LIC trade
balances are indicative of little more than a temporary respite in LIC
pressure to juggle development import, food import, and debt service
priorities

.

IV. Reserves and Debt

While the LIC's long-term capacity to import commercially depends
largely on their production of goods and services for export and their
ability to exchange them, for products produced abroad , their capacity to

import in the short run also depends of their reserve and credit positions.
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As Table 3 suggests, the LIC's reserve position appears to have improved
significantly since 1975— particularly if oil exporting Indonesia and
Nigeria are subtracted from the LIC total. Contrary to the tendency
noted in a comparison of economic growth rates and trade balances, the
LIC's reserve position appears to have improved to a greater extent than
the higher income countries' positions. A third of the LIC's reported
significant increases in their reserves in 1977 and 1978. Only 5 LIC's
— including Ethiopia, Chad, Tanzania, Kenya, and Nigeria—report signi-
ficant declines in reserves. The remaining LIC's reported negligible
changes

.

The improvements in the LIC's reserve position over the 1976-1978
period, however, is considerably less impressive if measured in terms of

import coverage to adjust for the effect of w^orld inflation on LIC import
bills and if note is taken of the sources of many of the LIC's build-up
in reserves. The LIC's currently hold sufficient reserves to finance
roughly 20 weeks of imports as compared to 11 weeks at their all-time
1975 low. 1_/ While 20 weeks of import coverage would have been more
than adequate to cover LIC liquidity needs in the late 1960 's and early
1970 's, the wide fluctuations in LIC export earnings and import bills
noted over the 1970' s suggest a target reserve level of possibly 25

weeks. Moreover, much of the LIC's 1976-1978 reserve build-up appears
to be due to increased use of international borrowing rather than reserve
draw down to finance current account deficits. A significant proportion
of the increase in reserves in several large LIC's also seems to be due
to increased borrowing for the expressed purpose of building-up reserves.

With these added factors in mind, the overall improvement in the

LIC's reserve position appears appreciably smaller than implied in Table
3. Reserve build-ups appear large enough to suggest increases in short
term liquidity and the capacity to import food commercially in no more
than a half dozen LIC's including Chana

,
Bangladesh, India, Sri Lanka,

and the Philippines.

The debt situation— an indication of both the LIC's ability to

finance trade deficits and their debt service obligations—appears to

have improved over the 1976-1978 period despite their continued borrowi.ng

to cover trade deficits and to meet ever-increasing development capital
needs (Table 4). Earlier expectations that the LIC's and many of higher
income developing countries would continue to borrow to finance persis-
tently high current account deficits until they were unable to meet debt
service obligations have proven unfounded. LIC dependence on external
financing has fallen off to well below the 1975 high.

Moreover, while growiih in external borrowing has continued well above

the pre-1974 trend, much of it has been used to increase foreign exchange
reserves and to invest in the expansion of export capacity. The relatively
modest increase in debt service and debt/gross national product ratios

1/ Import coverage relates the LLC's reserves to their annual import bills.

Weeks of import coverage are calculated as reserves/annual import bill x 52.
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reported over the last 2-3 years indicates that the value of exports
and economic growth have kept up with servicing obligations. A

number of countries, particularly the heavier borrowers, have also
taken advantage of increasingly favorable conditions in the interna-
tional capital market to restructure their medium- and long-term debt
portfolios by replacing maturing debt with lower cost

,
longer term

debt. However, even in the LIC's reporting the most significant im-
provements in debt positions, 1976-1978 gains have been strong enough
to improve their capacity to import food commercially to any signifi-
cant extent.

V. Summary

The 1976-78 economic growth, trade balance, reserve, and debt
information available for the LIC's suggest general, albeit marginal,
improvements in their overall financial positions and their capacity
to import commercially. The general improvem.ent s have not been
significant enough, however, to suggest any notable change in their
capacity to import food commercially. A review of individual country
statistics indicate the LIC's fall into three broad categories. \_l The

first group— including most of the Sudano-Sahelian countries, Zaire,
Benin, and Bangladesh among others— report low or negative rates of
economic growth, weak and/or deteriorating trade balances, relatively
weak reserve positions, and mounting debt obligations. The second group
— including Ethiopia, Kenya, Uganda, Senegal, Ghana, Zambia, Togo, the
Congo, India, Sri Lanka, and the Yemens among others and accounting for
the bulk of the LIC population—report marginal improvements in one or
more of the growth, trade balance, reserve and debt measures noted
above .

The remaining LIC's— including Nigeria, Madagascar, the Ivory Coast,

Gambia, Rwanda, the Philippines, Thailand, Vietnam, Indonesia, and El

Salvador among others— report significantly improved economic growth,
trade balances, reserve and/or debt positions. Only these few countries
have registered strong enough financial gains to suggest , for at least
the short-term, any increased capacity to import food commercially.

J./ A ranking of individual LIC's according to improvements in their
financial situation as reflected in 1976-78 economic growth rates

,

trade balances, reserves, and debt position suggests the following
ascending order: Mali, Chad, Benin, Somalia, Zaire, Bangladesh,
Yemen Democratic Republic, Egypt, Cambodia, Guinea, Pakistan, Upper
Volta, Cameroon, Sierra Leone, Sudan ,

Swaziland, Mauritania, Tanzania,
Mozambique, Senegal, Zambia, Congo, Togo, Morocco, Yemen Arab Eepublic

,

India, Burma, Ghana, Malawi, Liberia, Niger, Afghanistan, Sri Lanka,
Nepal, Burundi, Ethiopia, Bolivia, Central African Empire, Gambia,
Uganda, Kenya, Honduras, Madagascar, Rwanda, El Salvador, Philippines,
Indonesia, Ivory Coast, Haiti, Thailand, and Nigeria.
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Part IV. Policy Developments

The following materials report on 1978 and

early 1979 national and international food-
aid related policy developments. Among the
national policy developments noted are de-
lays in the establishment of a U.S. emergency
wiieat reserve and the signing of the first
four P.L. A80 Title III Agricultural and

Rural Development Program agreements. Among
the international policy developments re-

viewed are on-going efforts to establish an
international food security system based on

new VTieat Trade and Food PAd Conventions

.

I. National Food Aid Related Policy Developments

The Carter Administration's proposal for the establishment of a U.S

International Emergency VJheat Reserve ( IFWR) was not enacted by Congress
during its fall 1978 session. The Administration's proposal called for

the United States to create a special wheat stock of up to 6 million tons

in addition to its 33 million ton farmer-held grain reserves. The lEWR

was designed specifically to guarantee that the United States would be

able to honor its food aid commitments and deal with foreign emergencies
even in periods of tight grain supplies and high prices. The Administra-
tion has announced its intention to reintroduce similar legislation in

1979 .

Negotiation of agreements with Bolivia and Bangladesh in late 1978
and Honduras and Egypt in 1979 marked the successful initiation of the

P.L. 480 Title III Program. The International Development and Food

Assistance Act of 1977 provided for the establishment of a Title III

Food For Development Program to encourage agricultural and rural develop-
ment in aid recipient countries. Under the new program, indebtedness in-

curred in the purchase of Title I products is waived if the funds genera-
ted from their resale in recipient countries are invested in qualifying
agricultural and rural development projects. The amount of aid devoted
to the Title III program is to be no less than 10 percent for fiscal 1979

and 15 percent for fiscal 1980 and succeeding years of the Title I budget
unless a sufficient number of qualified projects cannot be developed.
Title III also authorizes multi-year agreements of up to 5 years,

II, International Food Aid Related Policy Developments

Efforts in 1978 and early 1979 to negotiate a new International Grains
Arrangement to replace the 1971 Wheat Trade Convention (WTC) and Food Aid
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Convention (FAC) met with only partial success. Negotiators representing
67 countries met under the auspices of the United Nations Conference on
Trade and Development in Geneva in November 197 8 and again in January-
February 1979; agreement was reached in principle on the basic structure
of a new WTC . Negotiators agreed on the need for the coordinated man-
agement of an international system of nationally held wheat stocks and

the need for additional measures to reduce excessive fluctuations in
world wheat prices. In principle, member countries agreed to accumulate
national stocks to meet their international wheat reserve commitments
when prices fall to a certain point and to release stocks when inter-
national prices rise to a specified point.

Agreement could not be reached, however, on the details of a new
WTC. Several of the major countries involved in the negotiations could
not agree on the size of the reserve, each member's share of the reserve,
the price ranges to be specified in the agreement, or on the question of

special provisions for developing countries. Negotiators proposed wheat
reserves ranging from 18 million tons up to 30 million tons. They also
could not agree on a stabilization range. Some countries proposed an
indicator accumulation price of $120 per metric ton and a release price
of $160 per metric ton. Other countries, including the United States,
favored an accumulation price of $140 per ton and a release
price of $210 per ton.

Negotiators also disagreed on the special assistance to be afforded
developing countries in meeting their obligations to hold a share of

world wheat reserves. Developing countries proposed either the estab-
lishment of a stock financing fund or provisions permitting developing
countries to accumulate stocks at a lower price level than the devel-
oped countries.

Negotiations on a new WTC adjourned on February 22, 1979 with the

participating countries unable to resolve the questions noted above.

The conference did recommend, however, that the International VTheat

Council extend the 1971 International Wheat Trade Convention 1 to 2

years or until a new^ Convention can be negotiated. The Council subse-

quently agreed to a 2-year extension that was approved by a Conference

of Governments on March 22, 1979.

The Conference also discussed a new Food Aid Convention. Ey February

14 when the Conference adjourned indefinitely, agreement had been reached

on all substantive provisions except one—whether the minimum 10-million-

ton annual grain food aid goal should be underwritten by the members of

the Convention or by the international community as a whole. However,

completion of the text of the new FAC was delayed due to a general con-

sensus that the Food Aid Convention should be linked to the new Wheat

Trade Convention .

During the negotiations the United States offered to provide 4.47

million metric tons of grain food aid annually—more than twice its

commitment under the current 1971 agreement— and succeeded in gaining
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commitments from the other donors to provide increased food assistance in

the event of emergency developments. The contributions offered provi-
sionally by all donors totaled 7.6 million tons— substantially more than

the 4.2 million tons provided for in the 1971 Convention but only three-
fourths of the 10-million-ton target of the World Food Conference.

On March 19, the Food Aid Committee extended the 1971 Food Aid

Convention for 2 years, or until such time within that period as the ne-
gotiations for a new Convention are completed. The United States called
on other donors to agree to complete the text of the convention in June
and, in effect, table the question of linkage w^ith a new IJheat Trade
Convention. The United States also announced that it would honor its

pledge to increase grain aid to 4.47 million tons beginning July 1, 1979
regardless of progress on a new Food Aid Convention; the United States
called on other donors to do likewise.
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Part V. Country Statements

The following materials report on the 1978 food situa-
tion and 1979 outlook in the major aid recipient coun-
tries. While the situation and outlook in the LIC's
is given particular attention, information on other
developing countries experiencing abnormal food short-
ages or unfavorable crop conditions is also included.
Brief comments on the aid programs of the major donor
countries and their likely 1979 donations are also
included

.

The estimates of 1979 food import requirements and aid

needs that follow are based on an appraisal of each
country's food supply-demand balance at the end of 1978,
on estimates of their 1979 carry-in stocks , and on indi-
cations to date of their 1979 production prospects.
Food aid needs were calculated as the added food supplies
—over and above indigenous production and normal com-
mercial imports—needed to maintain per capita food in-
take near 1976-78 levels. Provision was m.ade in the

estimates, however, for other factors such as the IIC's
capacity to absorb added food supplies without disrupting
their agricultural economies or overloading their trans-
portation and marketing infrastructure. Hence, the aid
needs noted below fall far short of the supplies needed
to meet the unmet basic food needs noted in Part I.

Since weather over the next 6 to 8 months will be a

major determinant of supplies in all the countries re-
viewed, estimates of 1979 import requirements and aid
needs made this early in the year are highly tentative.
They should be treated as general indications of which
countries will be particularly susceptible to food

problems in the months ahead rather than precise esti-
mates of actual needs.

I. Food Situation and Outlook in the Major Aid Recipient Countries

The 1979 food import requirements and aid needs of most of the LIC's

appear to be well below 1972 and 1974 highs but above 1976 and 1977 lows.

Harvests in 1978 and food stocks carried over into 1979 were both at record

or near record highs. Supplies in many of the largest developing countries

have grown large enough to push real farm prices down to a 7-10 year low.

Moreover, improvements in 1977 and 1978 trade balances have put several

Lie's in a strong position to purchase more, if not all, of their normal

food import requirements commercially.
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A number of significant exceptions to this general prognosis of con-
tinued improvement in the LIC's food situation are highlighted in the in-
dividual country statements that follow.

A. Latin Merica

Unlike developing Asia or Africa , Latin America generally has suf-

ficient supplies of food to meet basic nutritional requirements. FAC
and USDA estimates suggest that during 1976-78, Latin America's food

supplies were large enough, if distributed uniformly, to provide 110-120
percent of the minimum requirements noted in Part I for the 350 million
people of the region. Per capita caloric consumption in the majority of
the countries ranged betv/een 2,400 and 2,600 calories per day compared
with a minimum requirement of 2,300 to 2,400 calories per day. Harvests
in 1978 and food stocks carried over into 1979 appear large enough to

insure that minimum needs will continue to be met even should production
in 1979 fall somewhat below the trend of the last two decades. However,
the deteriorating food situation in Haiti , Jamaica , other areas of the

Eastern Caribbean , Bolivia , and Peru stands out in marked contrast to

the generally favorable situation reported for Latin America as a whole.

In Haiti , nearer normal rainfall in 1978 reversed much of the drought-
related drop in production registered over the 1974-77 period. Production
of corn and several other basic food crops increased more than 40 percent
to roughly pre-drought levels , but production of several other crops— in-

cluding rice— lagged near drought lows. In per capita terms, however,
1978 production was only slightly above the all-time low of the last 25

years. Moreover, over the last decade and a half, Haiti has grown in-
creasingly dependent on food imports even in years of record harvests.
Consequently, this year's combination of depressed foreign exchange earn-
ings and continued disappointing harvests will likely push Haiti's 1979

aid needs above record high 1978 levels.

The imports needed to keep per capita consumption up to even drought-
reduced 1974-77 levels of 1,950 to 1,975 calories per day are in excess of
120,000 tons of wheat, 30,000 tons of rice and corn, and 12,000 tons of

vegetable oils. Ko more than one-third of this amount can be purchased
commercially

.

Jamiaica currently faces both a drought-related reduction in food pro-

duction and a serious foreign exchange crunch. Record high 1979 imports
in excess of 475,000 tons of wheat, coarse grains and rice will be needed
to meet normal import needs and to compensate for drought losses. Lagging
sugar and bauxite export earnings and a drop-off in tourism revenues,
however, have reduced the country's exchange reserves markedly. As much
as 20,000-30,000 tons of wheat and 80,000-100,000 tons of corn will have
to be imported concessionally if per capita consumption levels are to be
maintained near normal levels of 2,400-2,500 calories per day.

Unfavorable weather, marginal agricultural resources, and deteriorat-
ing economic and social conditions continue to tighten the food situation
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in the Eastern Caribbean

—

Grenada , St. Vincent
, Antigua

, Dominica ,

St, Lucia , St , Kitts , and tbe Dominican Republic . Even in years of good
rainfall and economic and social stability, these countries and territo-
ries are dependent on imports for as much as a third of their total food
supply. A marked decline in export earnings due to decreased sales and
falling prices for their banana, citrus, and coconut oil exports will
likely limit the Eastern Caribbean's commercial imports to less than
400,000 tons of grain— primarily wheat and corn—leaving 200,000-250,000
tons of the region's total 1979 600,000-650,000-ton import requirements
to be met through aid donations or foregone ,

P.L. 480 Title I programs were entered into in 1978 and 1979 with the
Dominican Republic and Jamaica. The biggest problem in providing food
assistance to most of the Caribbean countries continues to be shortcomings
in administrative organization and aid distribution infrastructure rather
than food aid supplies.

In Eolivia , fluctuations in weather resulted in a mediocre 1978 har-
vest and a sizeable stock draw down. Hence, the crop and livestock losses
in the sugar, rice, and cattle producing regions of Oruru and Santa Cruz
reported as a result of torrential rains in early 1979 will tend to worsen
an already tight food supply situation.

In addition to serious production problems, Bolivia also faces a seri-
ous foreign exchange crunch. The foreign exchange needed to finance even
normal imports, let alone the added supplies needed to offset mediocre
1978 and poor 1979 harvests, is not available. Roughly 325,000 tons of

grains and vegetable oils will have to be imported if 1979 per capita con-
sumption is to be maintained near recent levels of 1875 to 1900 calories
per day. As much as 125,000 to 150,000 tons of this 325,000 ton import
total will have to be imported concessionally . A recently signed 5-year
U.S. Title III program provides for continued U.S. grain aid at about the

1978 level of 85,000 tons. Roughly 40,000 tons of the food aid needed
to maintain Bolivian per capita food consumption near normal levels is

currently outstanding.

The scheduling of Bolivian aid will be crucial due to limited storage

facilities in Bolivia and limited rail facilities betw^een Arica , the major
port located in Chile, and La Paz, the major food deficit area.

In Ecuador , a disappointing 1978 harvest following a mediocre 1977

harvest forced a sharp reduction in per capita consumption levels. Carry-

in 1979 food stocks were reported near pipeline levels and prospects for the

drought-damaged 1979 crop are mixed at best. Grain imports in 1979 will

have to be 10 to 15 percent above 1978 levels of 360,000 tons if per capita

food consumption levels are to be maintained near normal levels of 2,100

to 2,200 calories per day. However, nearly all the imports needed in 1979

can be purchased commercially from Ecuador's current exchange reserves.

Peru's long-standing economic crisis continued through 1978 and into

1979. A succession of trade deficits over the last 5 years has left Peru
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over $1 billion in debt and unable to finance commercial food imports at
the high levels reported prior to 1978. Further aggravating the food

problem is a 1978 drought-related 10-percent drop in food production which
forced the Government to reduce stocks available for carry over into 1979

to a minimum. Prospects for the 1979 crop are also reported to be poor.

Food consumption has already dropped somewhat as a result of Govern-
ment austerity programs and reductions in urban food price subsidies. To

maintain consumption at even reduced 1976-78 levels of 2,250 to 2,300
calories per capita, Peru will need imports of 950,000-1,000,000 tons of

wheat and coarse grains and 75,000-100,000 tons of rice and vegetable oils.
Imports of this magnitude would be roughly 20 percent greater than record
1978 imports. Peru can afford to purchase less than a third of this total
commercially. As much as 270,000 tons of grain and 30,000 tons of vegeta-
ble oils will be provided under an expanded line of CCC credit; a Title I

agreement has also been signed for 1977 providing for transfer of an addi-
tional 73,000 tons of rice.

B. North Africa and the Middle East

Disappointing 1978 harvests, low 1979 carry-in stocks, poor 1979 pro-
duction prospects, and/or deteriorating trade balances appear likely to

keep 1979 food import requirements and aid needs at or above 1978 levels
in Tunisia , Jordan ,

Lebanon, Egypt
,
Morocco, and possibly the Yemen

s

.

A second year of poor harvests in Tunisia reduced 1978 per capita food

production to a 5-year low. If per capita consumption levels are to be
maintained near normal levels of 2,350 to 2,400 calories per capita per day,
imports of grain will have to continue near the unusually large 1,070,000
ton level reported in 1978. Tunisia's chronically negative trade balance
has worsened over the last several years to the point that a fifth of her

1979 imports will have to be purchased concessionally or foregone. Gon-

cessional purchases of 60,000 tons of wheat and 30,000 tons of corn have
been negotiated for delivery in 1979 under a U.S. Title T agreement; no

commitments have yet been made for the remaining 50,000 tons of unmet aid
needs

.

Jordan '

s

fourth consecutive year of poor food harvests is likely to

push 1979 grain import requirements to an all-time high in excess of 400,000
tons. With foreign exchange reserves limited, less than two-thirds of the

country's food import needs can be purchased commercially. In recent years
Jordan has depended on the U.S. P.L. 480 program and other national and

international assistance program.s to keep the food intake of the native
population and the Palestinian refugees at roughly 2,100 to 2,200 calories
per capita per day. Aid needs in 1979 are likely to be far larger than
the supplies available from these traditional donors. Roughly 40,000 tons of

U.S. grain aid is planned for delivery to Jordan in 1979 under a Title I

agreement

,

-76-



The effects of prolonged civil war on both food production and the

balance of payments will likely keep Lebanon '

s

food imports and aid needs
high in 1979 and 1980. Per capita production in 1979 reached a 7-year low
and stocks were reported at minimum pipeline levels. Wheat imports in 1978
exceeded 200,000 tons of which 95,000 tons was shipped, half commercially
and half concessionally , from the United States. The Lebanese Cereals
Office has estimated 1979 grain import needs at over 550,000 tons; less
than 15,000 tons is currently covered by concessional agreements. Not

much more than two-thirds of the 550,000 ton total could be purchased
commercially without bankrupting the country's balance of payments posi-
tion .

Egypt '

s

food import requirements and aid needs are likely to con-
tinue at record levels through 1979 despite good 1978 harvests and pros-
pects for a good 1979 harvest due to limited production capacity, rapidly
growing demand for food, and foreign exchange shortages. Egypt's food

production fluctuates very little since nearly all crops are grown under
controlled irrigation conditions. But the country's limited cropland
— less than one-seventh of a hectare per capita— restricts output and
makes concessional imports necessary to meet growing consumption require-
ments .

The Egyptian Government is expected to import in excess of 6 million
tons of grain in 1979 or slightly more than the quantities needed to keep
per capita food consumption near recent 2,600-2,650 calorie per day highs.
At least a third to a half of food imports of this magnitude will have to

be purchased concessionally or foregone. Agreements negotiated so far in

1979 call for delivery of nearly 2 million tons of concessional wheat

,

coarse grain, and rice imports—as well as other products including vege-
table oil, cotton, tobacco, tallow, and soybeans— from a wide range of

donors including the United States, Australia, Argentina, the European Com-
munity, and Canada.

Morocco '

s

import requirements and aid needs are likely to continue
well above normal in 1979; disappointing harvests in 1978 did not provide
the increases needed to rebuild supplies following 1977 's disasterous har-
vest. Imports are likely to continue at a record 1.5-1.8 million tons in

197 9 as the Government moves to rebuild stocks and to meet rapidly growing
demand for bread in urban areas. Morocco's chronic trade deficit, wor-

sened by the cost of the Saharan war, will make it difficult to purchase

m.ore than three-fourths of the country's 1979 import requirements com-

mercially .

The 1978 harvests in both the Yemen Arab Republic and the People '

s

Democratic Republic of Yemen were reported average. However, field ob-

servers report a serious threat of locust infestation. Should the size and

number of locust swarms increase ,
crops could be seriously damaged later in

1979. Normally tight food supplies—possibly reduced by locust losses

—

combined with rapidly growing consumer food demand could push food import

requirements and emergency aid needs to a record high later this year.
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C. Sudano-Sahelian Africa

Attention has been focused on the Sahelian countries since the severe
and protracted drought of the early 1970 's generated serious food shortages.
Nearer-normal rainfall in 1976 and 1977 resulted in some recovery in food
production. P^infall in 1978 was generally normal, although moderately de-
ficient in localized areas of the region. But even with total production
for the 8 countries as a group back up to pre-drought levels

,
per capita

food output lagged 20 to 30 percent below the benchmark, levels reported at

at the end of the 1960 's and the beginning of the 1970' s.

The four smallest countries of the group— the Cape Verde Islands , the
Gambia , Mauritania , and Upper Volta—were seriously affected by localized
drought and flooding in 1978. In the Cape Verde Islands

,
inadequate rain-

fall and an unusually short rainy season reduced 1978 output to roughly 50

percent of the levels expected earlier in the year. A disastrous 1977 crop
had forced the Government to draw down stocks heavily in anticipation of a

good 1978 crop. Hence, the supplies of food available for use before late
summer and early fall 1979 harvests are critically inadequate.

Harvests in Upper Volta also fell well below the levels expected early
in the season and well below the levels of a year ago. VJhile weather re-
lated losses in production were not as severe as in past years, per capita
production fell to a 4-year low. Similarly, Gambia * s per capita food

supplies were reported near record lows as heavy year-end rains caused
widespread damage to grain and groundnut supplies harvested at the end of

1978 and stored in the open.

In Mauritania , erratic rainfall, insufficient seed reserves, and
damage caused by birds and grasshoppers reduced 1978 output significantly.
As in the case of Upper Volta and the Gambia, stocks are being drawn down
sharply and increased imports will be crucial if consumption levels are to

be maintained at even drought-reduced levels of 2,000-2,100 calories per
capita per day until the harvest of the main food crops in the fall of 1979.

In the larger countries of the region—Chad, Mali
,
Niger, and Senegal—

1978 crops were reported average to good and 1978 carry-in stocks were re-
ported at a A to 5 year high. Nevertheless, domestic production is not ade-
quate to keep per capita consumption at the normal 2,000-2,200 calorie per
day level without continued large imports and food aid donations. Improve-
ments in these larger countries, however, have been large enough to more
than offset the deterioration reported in the smaller countries and to keep
keep the region's total import requirements and food aid needs below the
levels of the last 3-4 years.

FAQ field observers estimate the eight countries' 1978 grain imports
and 1979 grain import requirements at roughly 1,032,000 tons and 770,000
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tons, respectively. The individual country components break down as follows:

Sahelian Grain Imports, 1978 Actual and 1979 Estimated

Co un tr y/ Reg io n 1978 1979
1,000 metric tons - -

Cape Verde Islands 59,500 51,500
Chad
The Gambia 46,600 50,000
Mali 105,700 35,000
Mauritania 144,600 120,000
Niger 91,200 60,000
Senegal 459,000 300,000
Upper Volta 87 ,100 120,000

Sahel Total 1,032,000 770,000

At their December 1978 meeting, the Ministers of the 8 Sahelian
countries appealed for 1979 food aid donations of at least 350,000 tons
of grain. Individual country requests, total 1978 aid donations, and
1979 aid commitments as of March 31 were reported as follows :

Sahelian Grain Aid Commitments, 197 8 Actual and 197 9 To Bate

Aid Commitments
Country/Region 197 9 Aid Request 1978 1979

Total To Date

1,000 tons - - - -

Cape Verde 60,000 49,400 11,000
Chad 45,000 45,400 7,000
The Gambia 20,000 21,200 4,000
Mali None 82,000 5,000
Mauritania 110,000 73,000 24,000
Niger 30,000 32,000 4,000
Senegal 40,000 191,000 22,000
Upper Volta 45,000 54 ,400 3 ,000

Sahel Total 350,000 549,100 80,000

FAO and USDA analyses suggest that food donations of roughly 200,000

tons, directed primarly to the most seriously affected countries, are a

more realistic estimate of 1979 aid needs. With less than 100,000 tons

of aid committed at the end of March, donations are unlikely to exceed

200,000 tons in 1979.
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Food aid needs elsewhere in Sudano-Sahelian Africa are reported
up significantly from a year ago.

In Ethiopia , the disruption of food production and distribution
caused by civil unrest worsened in late 1978 and early 1979 as drought
spread to a larger part of the country. Country-wide shortages eased
somewhat with the arrival of food aid shipments late in 1978 and with
the fall harvest. The situation continues to be critical, however,
particularly in the southern portion of the country where drought and

civil unrest have been most severe. The Government announced recently
that severe drought extended across 4 provinces including Wollo, Tigre

,

Bali, and Sidamo and that an estimated 250,000 people would have to be
resettled to avoid further loss of life estimated at 200,000 in the
Wollo region alone. Through June 197 9, an estimated 200,000 tons of
grains emergency relief will be needed in the drought-affected areas
of the country alone. Should the 1979 harvest fall below normal due
to continued drought or civil unrest , aid needs will be even greater
after June.

Prospects for the 1979 crop are poor. The Government announced in

December 1978 that the country's 1979 grain import requirements would
exceed 400,000 tons, or 40 percent more than in 1978. Ethiopia will be
unable to import more than a quarter of this total commercially. A re-
cently signed Title II agreement provides for roughly 50,000 tons of
wheat and other commodities for transfer in 1979. Perhaps 20,000 tons

will come from FAO/WFP emergency food assistance.

Distribution of imports and aid is still a cause for concern.

Although by late 1978 port efficiency and internal transport facilities
had improved, they are still inadequate for proper handling of large
quantities of food assistance.

The Sudan* s food situation deteriorated sharply over 1978 and early
1979 as a result of the influx of almost 2 million refugees driven over
its border by famine in Ethiopia and war in Eritrea. Although production
is usually sufficient to allow Sudan to export small quantities of coarse
grains, recent harvests have been barely adequate to meet indigenous
needs. Floods in July and August 1978 damaged crops and ruined much
of the food stored in affected areas.

Sudan will likely need more than 275,000 tons of imported grains
in 1979 to meet its own expanding demand for wheat , to feed the refugee
population, and to assist its own people suffering from drought and
floods. Even if provision is made for past record commercial purchases,
125,000 tons of Sudan's 1979 import requirements will either have to

be imported concessionally or foregone. In the fall of 1978, FAO/WFP
provided 10,000 tons of emergency food assistance to the most seriously
affected flood victims to meet their immediate needs until the 1979 millet
and sorghum crops can be harvested. A recently signed Title I agreement
provides for transfer of 140,000 tons of U.S. wheat and flour.
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Food aid needs in the remaining countries of the region— the Central
African Empire , Somalia , and Djibouti—appear to be below levels of a

year ago. Millet and cassava production in the Central African Empire is

reported average or above average. Although locusts have damaged crops
and rangeland and war in the Ogaden has kept Somalia '

s

food supplies tight
through most of 1978, good fall and winter harvests in 1978 have improved
the short-term outlook significantly. As of early March, there appeared
to be no need to increase the quantities of food assistance above the

90,000 tons allocated in 1978. Possible locust infestation in the south,
a worsening of the drought in the north central areas , or a flare up in

the Ogaden border dispute could make aid at or above 1978 levels necessary.

While the food supplies on hand and aid committed for delivery in 1979

appears adequate to meet the food needs of Djibouti '

s

population of 300,000,
the overall economic situation remains uncertain. Disruptions of the

Djibouti-Addis Ababa railroad, a worsening of the drought now affecting the

country's limited grasslands, or increased political instability in the Horn
of Africa could make the country dependent on emergency aid of 20,000-30,000
tons of grain before the end of the year.

The West African countries bordering the Sahelian countries report

average-to-good harvests in 1978. With the exception of Sierra Leone, per

capita food production levels are slightly above 1976 and 1977 levels. In

Sierra Leone
,
however, a prolonged wet season and plant disease reduced up-

land rice production to 75 percent of normal. With food stocks low, local-
ized shortages are likely in 1979 unless 110,000 tons or more of wheat and

rice is imported for distribution to the most seriously affected areas of

the country. As much as 60,000 tons of the imports needed to maintain per

capita consumption near normal levels of 2,200 to 2,250 calories per capita
per day will have to be purchased concessionally or foregone.

D. Southern and Eastern Africa

Drought, cyclones, floods, deteriorating trade balances, and/or civil

unrest continue to keep the import requirements and food aid needs of many
Eastern and Southern African countries high.

In Angola, drought in the country's major agricultural areas during

1977 and much of 1978, combined with continued guerrilla activity and the

exodus of the large coimnercial farmers , reduced total food production to

two-thirds of the levels reported in the early 1970 's. Per capita food

production appears to have dropped to about half the levels reported at

the start of the decade. Stocks are negligible and continued large im-

ports of up to 250,000 tons of wheat, rice, and coarse grains will be

needed to keep per capita consumption at normal levels of 2,000 to 2,050

calories per day. Most food imported in 1978 was financed by the more than
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$1 billion earned from sale of low sulfur oil. As little as 10 percent of

Angola's 1970 import requirements need to be concessional. Less than 6,000
tons of concessional imports are scheduled so far for delivery in 1979 from
the United States and the European Community.

Guerrilla warfare in Zimbabwe and Namibia are likely to increase food

import requirements and aid needs in neighboring Botswana in 1979, While
the refugee population continues to grow, domestic food production— largely
livestock based—has suffered from foot and mouth disease and below normal
rainfall in key grazing areas. As of early 1979, drought was reported
spreading to the southern and southeastern parts of the country. As a re-
sult, the 1979 crop is expected to be late and below average. The Botswana
Government has announced its intention to import as much as 110,000 tons of

wheat, coarse grains, and flour to meet refugee needs and to provide assist-
ance to its own most seriously affected farmers. Corn from South Africa is

available through customs union arrangements, but at prices higher than the

world market price. No matter what the source, however, Botswana can af-

ford to purchase commercially no more than two-thirds of the 110,000 tons
needed to keep per capita consumption at the 2,000 to 2,050 calorie-per-
day minimum.

The tight food supplies reported in the Comoros appear to be the re-
sult of a deteriorating economic situation and a disrupted transportation
system rather than the poor 1978 crops . The Government recently announced
1979 food import requirements of 23,000 tons of wheat, rice and coarse
grain-20 percent above 1978 levels. Ttiis amount would be barely sufficient
to maintain per capita consumption at about 2,250 calories per day. While
While two-fifths of Comoros' imports were concessional in 1978, a full half
to two-thirds of 1979 imports will have to be concessional because export
earnings from copra, vanilla, and cloves are sorely inadequate.

Owing to prolonged drought and insect infestation, food production in

the People's Republic of the Congo fell sharply in 1977 and 1978. The food

situation is reported critical in the Mouyoundzi district where the cassava
crop has been seriously affected by drought and food stocks reduced by in-
sect damage. Import requirements for 1979 are estimated at 30,000 tons;

less than 20,000 tons can be imported commerically because of the country's
very limited foreign exchange.

In Lesotho 1978 food production was reported improved over 1977 levels
but still suffered from the aftereffects of drought in key corn areas. Per

capita production is reported well below the levels at the beginning of the

1960's. The country's food import requirements in 1979 are estimated at

160,000 tons of wheat and rice, an increase of about 15 percent over 1978
levels. Commercial purchases are not likely to exceed 125-130,000 tons

leaving a 30-3 5,000 ton aid margin. To date roughly 9,000 tons of aid have
been committed by the EC, United States, and Canada.
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In Madagascar

,

serious food shortages are reported due to the 10 to

15 percent reduction in 1978 food production generated by severe, wide-
spread drought. Per capita food supplies are reported at their lowest
level in over a decade. While food staples have been rationed, food stocks
drawn down, and large commercial purchases and limited concessional sales
negotiated, the supplies available for consumption are insufficient to

maintain consumption near recent levels of 2,250 calories per capita.
Moreover, cyclones in late 1978 and early 1979 in the southwestern por-
tion of the country damaged early rice, groundnut, and cotton crops that
had just been planted. The main 1979 rice crop was also planted late and

could be 5 to 10 percent below reduced 1978 levels.

The Government announced 1979 food import requirements of 390,000 tons

of wheat and rice, compared with 270,000 tons in 197 8. If commerical im-
ports are kept at 1978 's record high of 260,000 tons, aid in excess of

120,000 tons will be needed.

In Mozambique , adverse weather, worsening refugee problems, and the

overall disruptions of the agricultural sector caused by the flight of

most of the large commercial farmers have kept food in nearly continuous
short supply since 1975. Tropical storms in late 1978 compounded the

problem cutting crops and adding 80,000 refugees to the large number al-

ready arrived from Zimbabwe. The Government estimated 1979 food import
requirements at 340,000 tons of wheat, rice, and coarse grains compared
with 300,000 tons in 1978. While roughly 140,000 tons of total 1978 im-

ports were purchased commercially, less than 120,000 tons can be purchased
commercially in 1979 because smaller exports of cashew^s

,
cotton, and sugar

and reduced remittances from Mo zambiqueans working in South Africa have
seriously weakened the country's foreign exchange position. Less than

70,000 tons of aid have been scheduled so far for delivery in 1979. U.S.

aid plans call for 17,000 tons of wheat and 10,000 tons of rice. Another
25,000-30,000 tons of wheat have been promised by Canada and Sweden.

Information on the food situation in Tanzania and Uganda is limited.
Tanzanian supplies were reported adequate toward the end of 1978 although
still well below the levels of the early 1970' s. Reduced agricultural ex-

port receipts have weakened Tanzania's foreign exchange position and their

dependence on food aid may increase. Ugandan production has stagnated and

per capita levels are at a 15-year low. Imports have been neglible and,

without aid, are likely to continue to be neglible. Warfare between the

two countries seriously worsened the food situation because of military
demands on food supplies and on already scarce transportation facilities

needed for food production and distribution. Prior to the outbreak of the

latest round of fighting, Tanzania's 1979 food import needs were estimated

at 135,000-140,000 tons, or at about last year's level; aid is now reported

at about 60,000 tons, compared with 112,000 for 1978. Uganda's 1979 import

requirements were estimated at 22,000 tons, compared with neglible imports

in 1978. No aid was delivered to Uganda in 1978 or has been committed to

date for 1979; at least half of 1979 's imports will have to be purchased
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concessionally or foregone. Both country's import requirements and aid needs
can be expected to increase sharply through 1979 and 1980 if fighting contin-
ues .

Brought in southwest Zaire , combined with a the influx of a large num-
ber of refugees fromi civil war in Shaba province and guerrilla fighting in

Angola, have resulted in critical food shortages. The problem is particu-
larly severe in and around Kinshasa due to a deteriorating road system that
slows delivery of food from the countryside. A shortage of foreign exchange
also restricts the importation of food. Extremely severe inflation has

also made it difficult for the urban population to purchase enough food to

maintain the 1,900 calorie per capita intake levels common to the area. The

1979 crop outlook is also unfavorable because the problems of drought and
the chronic agricultural disorganization appear likely to worsen rather than
improve in 1979 . Im.port requirements are estimated at 160,000 tons of wheat,
140,000 tons of rice, and 180,000 tons of corn of which less than half can

be purchased commer icially

.

While Zambia '

s

1978 food harvests were average, planting of the main
corn crop for harvest in mid-1979 was seriously affected by drought and in-

put shortages. Should the drought continue, losses in food production would
have severe consequences in view of the large number of refugees entering
Zambia from Zimbabwe, Namibia, and Zaire. Food import requirements for 1979
are now estimated at 220,000 tons of wheat, corn, and rice, compared with
89,000 tons in 1978. Food aid contributions in 1978 totaled roughly 22,000
tons; aid pledged so far in 1979 is in excess of 79,000 tons. Zambia will
need to import roughly 150,000 tons of its 197 9 import requirement conces-
sionally .

E. South Asia

The food situation in South Asia continued to improve in 1978 due to a

third successive year of record or near-record harvests. The region's net
food imports fell sharply as purchases abroad were cut to one-third of their
1975-77 level and as exports of a range of products, including wheat, reached
a decade high. VThile South Asia received roughJLy two-thirds of world and

U.S. food aid donations in the early 1970' s, its share fell to less than 50

percent in 1978.

The improvement in South Asia's food situation, hov7ever , is somewhat de-
ceptive. While market prices and stock levels suggest food supplies are re-

latively abundant
J
per capita consumption levels are not markedly higher than

the 1,900 calorie-per-day levels reported during 1972-1975 shortage years.
Large population increases have partially offset production gains, but equally
important is the inability of a large number of people to purchase m.ore food

given their low income levels.
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South Asia's food import requirements and aid needs in 1979 are likely
to continue to be small relative to past levels. Carry-in stocks were
quite high and prospects for the 1979 crop to date are encouraging. More-
over, a marked improvement in the region's foreign exchange reserves put
the largest countries in a stronger position to import commercially.
Nevertheless J

meteorological extremes— including cyclones, flooding, and

drought—have crippled food production in all the countries of the region
frequently enough in the past to suggest the distinct possibility of

drought in 1979. Yet greater use of irrigation, fertilizer, improved seed
varieties, and storage facilities may provide partial protection from un-
favorable weather

.

Food production in India increased 5 percent in 1978 to bring the total

increase in production since 1974 to more than 25 percent. Much of the 1978
increase was used to reduce imports, expand exports, and build stocks, as

well as to increase food consumption. Food aid dwindled to less than 60,000
tons of vegetable oils and 265,000 tons of v/heat under a U.S. Title II pro-
gram, and 4,000 tons of nonfat dry milk and 2,000 tons of edible oil from
the World Food Program. Food import requirements and aid needs are likely
to continue to be small in 1979 due to the large carry-over stocks reported
in January of 1979 and to early indications of good rabi crop conditions
and a possible record 1979 wheat crop. The Government recently announced
plans to import large quantities of edible vegetable oil w^hile keeping
grain imports negligible except for quantities involved in ongoing WFP and

Volunteer Agency activities.

India's 1979 food import requirements and aid needs will ultimately
depend on crucial July-October monsoon rains. However, should the need for

food imports arise, India's record high foreign exchange holdings of $6.7
billion puts the country in an unusually strong position to import commer-
cially .

Bangladesh '

s

1978 food production was reported subtantially above the

levels reported during 1972-75 shortage but slightly below the all-time high
reported in 1977. Per capita food consumption continued at or slightly above
the 1977 level and grain stocks were built up due to unusually large grain
imports in excess of 1.7 million tons. Below-average rainfall in early 1979
1979 is expected to affect the winter wheat and the boro rice crops , and

necessitate some 1979 stock draw downs and continued imports of grain of 1.5
to 2.0 million tons.

With only limited foreign exchange available to purchase food,

Bangladesh will have to continue to rely on concessional imports for up to

two-thirds to three-fourths of its purchases. FAO and the Government of

Bangladesh estimate imports of 1.6 million tons of wheat and rice will be

needed in 1979 to maintain consumption at the 1978 level of 2,000 calories

per capita per day. At least three-fourths of this total will have to be

imported ccncessionally or foregone.
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Sri Lanka's 1978 food production is reported a full 40 percent
above the levels recorded at the worst of the 1973-76 drought and

more than 8 percent above the 1977 record. Even with imports off
markedly, per capita food consumption hit a decade high in excess
of 2,250 calories per day. U.S. aid in 1978 was reported at 180,000
tons of wheat and wheat flour or three-fourths of the total. Owing
to the bumper rice crop and delivery of imports purchased earlier
in the year, the Government reported serious storage problems. Aid
needs in 1979 will likely continue to be low because of large carry-
in stocks and the country' s improved foreign exchange position;
however, early indications of deficient rains in much of Sri Lanka's
rice area suggest that import requirements and aid needs will be

somewhat above 1978 levels.

Food production in Nepal in 1978 was reported off 3 percent from
record high 1977 levels due to floods in key rice and corn producing
areas. The bulk of this decrease will probably be absorbed through
decreases in food exported to India rather than through cutbacks in

consumption. Maintaining per capita food consumption at about the
normal 2,000 to 2,050 calorie level could possibly require small im-
ports from neighboring India in early 197 9. Nepal is in a strong
position to purchase imports commercially from foreign exchange earned
by jute exports and and tourist trade. Because stock data are non-
existent and the 1979 harvest is 6 months off, no indication of Nepal's
likely 1979/1980 food import or aid needs is available.

Political events in Afghanistan have resulted in sharp changes
in the pattern of farm ownership and Government procurement of grain for
delivery to the cities. The 1978 wheat crop and ending stocks were
slightly below the levels of a year earlier; urban areas experienced
food shortages resulting as much from political disturbances

,
disrup-

tion of marketing and transportation systems, and hoarding as from
changes in supply. Exports of food products to neighboring India de-
clined sharply in 1978 and exports to the Soviet Union were reported
smaller than a year earlier. Imports of grain were about 175,000 tons

all of which was donated by the EC, Canada, and Australia. Indications
of reduced wheat plantings, seriously deficient precipitation, and

continued guerrilla activity suggest that the 1979 harvest is unlikley
to be significantly better than in 1978. Grain import requirements
can be expected to increase to 200,000 tons virtually all of which
will have to be concessional .

Contrary to the rest of South Asia, the 1978 harvest in Pakistan
fell well short of both the 1976 and the 1977 harvests because of ad-

verse growing conditions and severe rust infestation. However, imports
of 2.2 million tons of wheat— roughly one-fourth from the United States
of which 250-400,000 tons were provided for in a P.L. 480 Title I

agreement—allowed small gains in per capita consumption. FAO and the

Government of Pakistan estimates for 1979 suggest the country's food
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aid needs are likely to be somevThat smaller. Prospects for wheat are
good owing to sufficient residual soil moisture and irrigation water
supplies to compensate for below average percipi tation and the Govern-
ment' s increased efforts to distribute rust resistant seeds and

fertilizer supplies. Given the rapid growth in population and the need
to rebuild stocks, however, maintenance of recent consumption levels
will require continued above average imports of wheat. Given Pakistan's
current financial problems , the Government will most likely be forced

to hold total wheat imports to 1.5 million tons or less. Possibly a

third of this total will have to be acquired concessionally or foregone.

G. East Asia

The food situation also improved significantly in East Asia in

1978/79 although to a som.ewhat lesser extent than in South Asia. Food

production increases were in excess of 7 percent, or more than enough
to push output to a new all-time high. However, virtually all of the

major countries of the region reported poor to mediocre harvests in at

least 2 of the previous 3 years; consequently, East Asia's production
gains lacked the cumulative impact of South Asia's three successive
good harvests. Imports of food have continued high, largely as a

result of purchases negotiated prior to indications of a bumper fall

1978 harvest. Stock levels rose in most of the region to such an

extent that importers were forced to reschedule deliveries and cancel
contracts to keep rice stocks at manageable levels. Exporters are

reported to be allocating part of the increase in production to the

rebuilding of stocks, but most appears to be moving into sales abroad.

Most of the countries of the region suffer from the same uneven food

distribution and ineffective demand noted in South Asia. Consequently,
while the supplies of food available for consumption are significantly
higher than in the recent past , increased supplies have not resulted in

significant gains for the majority of the population—particularly those
in the lower income quadrant—above customary consumption levels.

Indonesia '

s

increase in supply has been large enough to cause wide-

spread storage and stock management problems. Supplies of food available
for use in 1978/79 are at a record high but still only a little above the

per capita high reported prior to 1974-77 's succession of poor harvests.

The Government estimates 1979 rice import requirements at two-thirds the

1978 level of 1.9 million tons, or somew^hat more than needed to maintain
per capita consumption at recent levels of 2,000-2,100 calories per day.

Traditionally, 20 to 30 percent of Indonesia's food imports have been

concessional. A 1979 Title I agreement has been signed providing for

272,000 tons of wheat/bulgar and 195,000 tons of rice.

In the Philippines , food production in 1978 increased 1 percent

above bumper 1978 levels despite severe typhoon losses. The Government
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estimates the total supply of rice currently on hand is well in excess
of 1979 requirements. In addition, the Government's improved financial
situation suggests that it can afford to buy commercially a large part
of the million tons or more of wheat that it now plans to import in

1979. In either case, prospects are good for a marked increase in per
capita consumption levels above recent highs of 2,300-2,400 calories
per day.

Burmese and Thai production increases in 1978/79 were large enough
to generate a 10 to 20 percent expansion in the two countries' rice
and corn exports. Procurement of domestic grain by both countries was
well in excess of targets early in the year. Per capita food consump-
tion in both countries is likely to be near their respective highs
of 2,200-2,300 calories per day. However, some aid needs are reported
in areas of Thailand affected by recent flood damage and the influx
of Indo-Chinese refugees. FAO/WFP is providing emergency food

assistance in these areas.

I. Centrally Planned Asian Countries

Information on the 1978 food situation and 1979 import requirements
and food aid needs of the centrally planned Asian countries is quite
limited. February and early March field reports for the four countries
of the region suggest that food supplies are adequate to insure con-
tinued—albeit small— improvement in the Chinese food situation but are
short of the levels needed to meet basic food needs in Vietnam, Laos,
and possibly Cambodia.

The preliminary information available on 1978 Chinese food produc-
tion indicates last year's harvest was 3.5 percent above 1977 levels or
more than adequate to continue the small increases in per capita produc-
tion reported since 1960. Imports in 1978 were a record high 9 million
tons all of which were purchased commercially. Per capita food supplies
averaged 2,300 calories per day or somewhat above the 2,250-calorie
minimum recommended by the World Health Organization. In addition, the
the pattern of income

, prices , and food distribution in China does not
make uneven food distribution a serious problem.

The limited information now available on 1979 crop prospects and

demand growth suggests that China's 1979 grain import requirements are
likely to increase to over 10 million tons , but that China will likely
continue its established policy of donating rather than receiving small
quantities of food aid.

In contrast , the food situation in Vietnam , Laos , and Cambodia appears
to have deteriorated markedly during 1978 and in early 1979. Food import
requirements and aid needs in 1979 are likely to equal to or be greater
than the levels imported in 1978.

The food shortages reported in 1977 and 1978 in Vietnam are likely to

increase in 1979 due to damage from, pests and floods to the 1978 rice crop
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and to mediocre secondary harvests of manioc, potatoes, sorghum, corn,
and beans. Production of rice is reported down 20 percent or more from
the last normal crop reported in 1976. Tight food rationing was im-
posed during 1978 and more stringent rationing and Government procure-
ment and distribution controls are likely in 1979. The Vietnamese
Government estimates 1979 food import requirement s at 3,000,000 tons

of wheat
J
rice, and coarse grain compared with 1978 imports of

1,500,000 tons. Imports of this magnitude would be sufficient to

maintain Vietnamese per capita consumption at pre-1977 levels of 2,200
calories per day. While about 60 percent of Vietnam's 1978 imports
were concessional, at least three-fourths of 1979 imports will have
to be concessional. Food aid donations so far in 1979 are reported at

less than 750,000 tons out of total reported purchases of about 1.5
million tons.

Heavy flooding in southern Laos, the country's major producing area,

reduced production of rice from earlier expected levels. Total output,
however, is still likely to be above the disastrous 1977 harvest. The

World Food Program has estimated regular and emergency aid needs in the
flood-affected areas at 65,000 to 70,000 tons of grain, primarily rice.
Distribution bottlenecks make early delivery of aid to the four most
seriously affected provinces crucial. Laotian aid requests have been
channeled so far through the United Nations. As in 1978, most of the
aid forthcoming is expected to be supplied by other centrally planned
states in the course of their annual bilateral trade negotiations. The

remainder is likely to come from international organizations such as
the World Food Program.

The food situation in Cambodia appears to have deteriorated in 1978
due to flooding and disruption of normal transportation and marketing
routines by civil war. The country has not yet requested any aid. FAO
estimates 1979 food import requirements at about 30,000 tons, nearly all

of which will have to be aid. It is not known if the recently installed
greement will continue the previous Government's policy of directing aid

aid requests— except those to centrally planned countries— to international
organizations

.

Situation and Outlook in Food Aid Donor Countries

While U.S. food aid donations generally account for over two-thirds

of the world total, significant contributions are made by other governments
including the European Community, Canada, Australia, Japan, and Sweden.

The information that follows describes their food aid activities and

estimates the aid transfers likely in 1979. Particular attention is

given to grain aid, the single largest component of the total.

A. European Community

Food made up about 80 percent of the European Community's international

development and cooperation budget for 1978 and is likely to account for
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about the same proportion of the EC's some\^^at larger 1979 budget. Food

aid is provided entirely on a grant basis and generally falls into three
categories—emergency relief, nutritional development (provided mostly
through international organizations such as the World Food Program) , and

economic/ social development (provided directly to the developing countries).
The latter type is the most frequent form of food aid; contributions of this
this third type are for free distribution or sale on the local market in

recipient countries. When distribution is through sale, the funds generated
are used to finance Community-approved development projects.

EC food aid is programmed in connection with the Community' s overall
commitment under the 1971 Food Aid Conventions (FAC) to donate 1.3 million
tons of grain aid annually. This overall FAC commitment is composed of a

direct Community commitment of 720,000 tons financed entirely by EC budget
expenditures and of bilateral member country commitments of about 570,000
tons which are also partially financed witti Community funds. In recent years
the EC's performance in meeting its obligations under the FAC and in deliver-
ing aid actually allocated has been a continuing source of concern; in past
years the EC has usually met about three-fourths of its FAC commitment.
Nevertheless, considerable progress has been made in this area and the EC's
commitment/delivery rate for grains is expected to improve.

Outside of the FAC cereals commitments, the Community's food aid dona-
tions depend on "ad hoc" decisions taken by the EC Council, often involving
questions of disposal of surplus dairy products and, in some years, sugar.
In 1978, the EC allocated 45,000 tons of butter oil, and 150,000 tons of

powdered skim milk food aid in addition to the 720,000 tons of grain com-
mitted under the Community's FAC obligation.

The Commission originally recommended to the EC Council that the EC in-

crease its cereals food aid commitment for 1979 from the 1978 level of 1.29
million tons to 1.35 million tons, and to increase its butter oil donations
from 45,000 tons to 55,000 tons. However, in an effort to avoid a long delay
over Council approval of the increase in food aid and to fulfill some emergency
food aid requests allowed for under the proposed 1979 program, the Commission
finally requested food aid commitments at the same level as in 1978. Such a

request does not require prior council approval.

Any future increases in the Community's food aid will depend in large part
on progress in the negotiation of a new food aid convention. The Community
announced its intentions to increase its committment under a new FAC to 1.65
million tons, but has not yet agreed to implement this higher level in the
absence of an agreed agreement on for a new FAC. Moreover, the EC has not
agreed to resume discussion of a new FAC apart from resumption of negotiation
for a new WTieat Trade Convention. Thus, EC food aid commitments for 1979 are
the same as last year, but increased quantities are still possible.

B. Other Western Europe

Bilateral and multilateral food aid donations are also made by Sweden
,

Switzerland
,
Norway , and Finland . Grain donations, the bulk of the aid.
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totaled roughly 130,000 tons in 197 £ and are likely to continue to range from
130,000 to 175,000 tons until the details of a new FAC are worked out.
Austria has announced its intention of joining the FAC with a contribution of
20,000 tons 5 and Norway has announced its intention to rejoin the FAC.

C. Canada

Canada has had a food aid program since 1951. It was not until the mid-
1960' s. however, that Canadian aid reached a substantial volume. Canadian
food aid initially consisted only of wheat but has since expanded to include
sizeable contributions of non-fat dry milk

,
egg, powder, and rapeseed oil, as

well as smaller contributions of canned fish, beans, and potatoes.

Canadian food aid during the 1975/76 to 1977/78 period were allocated on

the basis of commitments made at the 1974 World Food Conference to supply a

minimum of 1 million tons of grains annually for the period and to channel it

increasingly through multilateral institutions, particularly the World Food

Program. Total Canadian food aid in 1977/78 exceeded $185 million of which
over three-fourths was wheat. Half of the total aid was multilateral, compared
with a third in 1976. For 1978/79, an amount approaching 1 million tons will
likely be disbursed. Canada has not, however, been willing to formalize the 1

m,illion-ton figure in the negotiation for a new FAC and, in fact, reduced its
provisional pledge of 750,000 tons to 600,000 tons as part of a Covernment
budgetary program,

D. Australia

The Australian food aid program is geared directly toward meeting the

country's commitments under the 1971 FAC, Under the Convention, Australia is

pledged to both bilateral and multilateral contributions. The far greater part

has been donated as bilateral aid. Small amounts of aid above the 225,000 tons

have also been given, mostly as emergency food aid, rather than as program aid.

Some other commodities
,
including meat , have occassionally been given in the

case of food emergencies,

Australia announced recently, in connection with negotiations of a new FAC,

its intention to raise its FAC aid comjnitment to as high as 1.125 million tons

over a 3-year period. During the FAC negotiations Australia provisionally
pledged to provide 400,000 tons annually, but remains the only donor not to

make a final commitment on the level of its pledge in the draft text.

E. Japan

Japanese total official economic aid to developing countries has grown

steadily from $244 million in 1965 to over $1.4 billion in 1978. The food aid

component of the total, however, has not shown the same steady growth. Rising

from neglible contributions in the early 1960's, Japanese food aid contribu-
tions hit $134 million, or roughly 730,000 tons in 1971, at the peak of the

surplus rice disposal program. Food aid has dropped sharply since then.

Allocations in 1977/78 were $17.8 m.illion; the quantities transferred were

less than 135,000 tons.
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Recent food aid disbursements have taken the form of loans or grants,
including transfers of rice purchased in third countries such as Pakistan,
Thailand, and Burma, to aid recipients such as Bangladesh and Indonesia.
Donations in 1978 included $2.5 million in rice procured from Egypt and wheat
flour from Europe shipped for use by Palestinian refugees. Procurement of

aid from third countries continues to be favored, as it reduces the cost
of aid transfers as well as benefits developing exporters.

On the basis of Japan's recent commitment to dispose of domestic rice
surpluses and its commitment to double economic assistance to tbe developing
countries, it is likely Japanese food aid in 1979 will be well above the $20

million, or roughly 225,000 tons, in 1978. Japan continues to suffer from
a large carryover of rice and announced plans in December 1978 to dispose
of its surpluses (4,6 to 4.8 million tons) over a 5-year period at a cost of

about $5 billion budgeted over 7 years . While the Government would like to

channel as much of the surplus as possible into industrial use and commercial
exports , some of the rice will be provided as food aid or sold on concessional
terms .
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