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. .ABSTRACT

The Agrlcultural Trade DevelOpment and A331stance
LAct of 1954 (Public Law 480) has undergone many changes

731nce,1ts passage. Most of the rev151ons have come durlng

“the past three-yearS'as the majorlty ofncongressmen began to

.reallze that the program was not temporary in natureop_
Through these basic- changes the Senators and Repre-
sentatlves have attempted to alter the phllOSOphy of sales
"and donatlons under Publlc Law’ 480, Gone is’ the requlrement:
that goods be - labeled surplus before belng made avallable
"for shlpment’overseas,-Ainﬂits place-Congress has:lncluded_'
'Stipulations whichtrecipientfnationsrﬁustiadhere~to;before_ef
’f 51gn1ng an agreement for U.S. agricultural~commodlties§
| A second major revls1on is- the gradual pha51ng out

f.of local currency sales° It Wlll be some tlme before the

< results of thls actlon can be analyzed properly, but the

'.jadmlnlstrators of our forelgn ald program feel that thlS o

- regulatlon Wlll ald the less develOped countrles in plannlng o

bf;thelr economlc developmentrprogram»as.well»as.eas1ng the -
qu S balance of payments probleme. o e |

. | It is. dlfflcult to foresee what Wlll happen to P. L

'*480 shlpments in the future,, It_ls_posslble,that the'added

 vii



vidi
cénéern_foffthe welfare 6f;the par£ici?a£ing ééuﬁtriesléx—,
pressed by the ¢dngressmen will diﬁinish if these countries
 ¢Ontinue:toﬁincrease their,owh-production.at_thé'expense-of'
our concessional salesgv-If this?ié'the_cas§} the foL.'486'1"
_prOgram or similar pplicy instruﬁéntsAﬁill-again'bé prihci-'
pélly concerned with alléviaﬁioh of the U;SO-SQrplﬁses=Qf-

thé_agriculturélicOmmodities;



. CHAPTER I
INTRODUCTION

Since the 1nceptlon of the Agricultural Trade Devel-

Opment and Assistance Act of l954 commonly-known.as-Publlc
Law 480 it has been the rec1p1ent of large amounts ‘of both
-pralse and condemnatlon, The varylng philosophies of the
vmembers of Congress and of the spec1al interest groups con-
'Cerned with this lawrhavecoften placed them at opposite ends
of theipolltical and theaeconomicvspectra,_ Domestic and forev
-elgn economists concerned w1th the role and 1mpact of thls
type of leglslatlon have also expressed w1dely varylng Opln—'
ions. |

| When P.L;7480:wa5gfirst:enacted,in:l954; the'majOrf
ity of thosevinvolved in formulating'the.legislation-agreedT
_ that it was to be. only a temporary stopgap measure almed at j'
Adlsposal of the large farm surpluses then accumulatlngcv
Over the years, however, the: phllOSOphy of the law graduallyr
shlfted away from pure surplus dlsposal.L Certaln membersaof'
Congress and many farm 1nterest groups began to regard
P.L. 480 as an 1ntegral part of the overall farm program as

well as an exten51on of our forelgn aid arm.
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:A large number of persons concerned with surplus'ag—‘
'ricultural:commoditles believed'that‘excess farm productlongj
-,and'excess~produotlve‘capaoity'couldsbe remedied5simply'by'
selllng more goods abroad through a concess1onary sales pro—.
: gram,- This, “however, has not proved to be the s:.tuatlon°
Professor Earl O. Heady of Iowa State Unlverslty hasrcom-,
mented, "TIn the'next decade,.based:on-reliable projections
d of domeStic demand for-food'and optlmistic'estlmates:ofreX—
pOrt'possibilities, the. supply or- surplus capaClty of U S°
agrlculture W1ll ‘be as large or larger than currently N
(Heady,'l969, p,,18)

| Many senators and representatlves also began to‘ra—:
ftlonallze more food ald as a worthy substltutlon for more:
dollar aid in the u. s, forelgn ald programn,~These1twolfae-xp‘l
'tors are, not cons1dered equlvalent by most.economists or‘hy -
“the rec1p1ent countrles 1nvolved._ Professor Theodore A.i;f

"7Schultz, in' the Journal of Farm: Economlcs, stated

, CIE these underdeveloped countrles had
had a ch01ce of receiving from ‘the United
‘States either dollars or farm products of. equiva-
“lent value at world prices, they would with
few exceptions have preferred to have the
. dollars because the dollars would have been
- worth more to them in achieving economic.
" . growth or in serving other purposes that .
- they ranked high among- thelr national - goals -
' (Schultz, 1960, po.1023) . -

l;It can be seen from these statements that P. L 480
has affected the thlnklng of groups at both the productlon

and marketlng termlnals of the agrlcultural plpellneol



There rs little doubt»thatrP.Lh'480 hasuhad profouna p-‘
1mp11catlons on both domestic and forelgn programs, but the
two- groups have often been Operatlng 1n contradlctlon to
'_'eachpother° -Wlllardbw. Cochrane, in-his Presldentlal Address_
' to the American Farm EconOmic'ASSOciation, recognized this

ﬂproblem and offered a tentative,solution, He‘suggested*that

the:only piausible method for sol&ing»the‘problem,wasrarcom—i
prehensive'program whichAincluded;manyvaspects‘of'botthheh
: foreign'disposalvandsdomestic-farm p'roposals° ", . . ad—-
hvanC1ng technology 1n Amerlcan agrlculture is forc1ng,_f1rst;1"
-pthe acceptance of forelgn surplus dlsposal and second, the
"acceptance of comprehen31ve»supply control° And<the.log1calff'
~result must be’ the 1ntegratlon of-—the marrlage of--these
-'seemlngly.Oppos1ng lines of actlon 1nto a unlfled policy

'(Cochrane, 1959; p. 885)."

‘Objectivesrof”study—A
The principal”objective'oftthis-studyris.to examine -
'.-the uses of‘food aid, :focusing primarilY"onUthe actions
{[taken s1nce the 1966 amendments whlch for the flrst tlme
rplaced major emphas1s on self—help as a prerequlslte for the
rec1p1ent countrles°
Another objectlve of thls study w1ll be to clarlfy

'some of the problems that have been encountered since the ‘1'
h1966 rev1s;on of Title I of P,L,-4$O," Since the passage of |

the Act in 1954, the bulk of the‘commodltles shipped abroad
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has been for local currencies under Title“IOJ-This has pef;"
mitted countries with a serious balance of payhents prob-
iem_and a deficiency of hardtcurrency to’buyrAmericanufood y
and fiber With their oancurrencie_s° ‘With passage of.the
_revised P.L. 480 in 1966, the ﬁnitedrstatesiembarked on a
new system of-concessionaryrsaies. Title IV; which had been.
concerned with long—term'dollar credit sales;dWas.incorpOf
rratedvinto Title I with the specific purpose‘ofyshifting all
;sales to dollarsvby the  end of.l97l? it is planned;that‘un—,

der this new method the large reserves of localfcurrenciesd

" the Unlted States holds in many - countrles can be reduced

_and future sales’ under these. terms W1ll be llmlted to the -
_amount that. the Unlted States can 1mmed1ately use. to meet -
expenses 1ncurred w1th1n a partlcular country°‘ Doubts have'
been raised by many 1n reference to the- ablllty of the re— n
iClplent natlons to malntaln thelr present levels.of purchasesy
under thlS new type of programmlng - For thls study spec1al
emphas1s will be- placed on examlnlng the s1tuatlon in Indla
and Pak1stan° ‘7 | : T |
An analys1s of thlS type would not be cOmpleterwrth~a-r
out reference to. the domestlc scene° Many . of-the>interest |
' groups that appeared before the Congre551onal commlttees
were qulte unanlmous in thelr support of P. L 480,,'The few
,exceptions, however, are 1nterest1ng and prov1de ‘a valuable.‘u
B insight'into the'sentlments-of_dlfferent segments of,the_-

 population. This area of researchfpreSented'in the thesis, "



’ combined with the VarYing opinionsfof_the'members of’Con—‘
. gress, aids in-determining the'underlYing'current‘which has
prevailed as P.L. 480 and‘thehamendments were considered.
For_example; the American Farm Bureau Federation had quite
- a different viewpoint from that of the National Farmers
~Union. During the 1966 Senate Hearings, George Doup, repre-
senting the Farm'Bureau, stated, "We have felt that P.L. 480
rshould be temporary and that measures should be taken both
at home and abroad to reduce the need for a program of thls
rhftype E:.’._,(Com° of Agrlc; ‘and For., 1966, p9_149)¢'
| Later on.in his'testimony/hefgaVevthe-FarmiBureau's
version of ‘the government's role in the agricultural sector .
of the economy.
_ The dumping of CCC (Commodity Credit
-Corporation)-stocks in order to hold down the
market prices to farmers. is part and parcel
. of the compensatory payment approach° Stocks
- are - dumped to force compllance with the govern—
ment programs and also to prevent increases in:
.consumer prices . . . . .It also accustoms
consumers to art1f1c1ally low market prices
to the detriment of all farmers (Com. of
Agrlc° and For.,*l966'-p¢'153)
_ Another objectlve of this the51s is to demonstratef
the effect that P. L 480 has had on farmers and thelr pro—

:ductlon 1n~both domestlc and forelgn agrlcultural sectors&

If the self—help prov131ons of the. 1966 amendments are ef-

'; fectlve in aldlng the less developed countrles to achleve

flnternal suff1c1ency;1n-such crops as wheat( this can have
distinct_repercussions-on the production of_this'grain_in

~ the United States.



Finally, there is one general_point_of interest
which will be covered: " This is the prohlem of‘program ad~
ministration. Congressional leaders have often said they do"
not belleve the objectlves and 1ntent of the law are being
carrled out by the admlnlstrators of the programs° Chalrman,
Ellender, durrng commlttee hearlngs_to_hear the testimony of
Secretary of'StateVDeanrRusk,vcommented on this possibility
as follows:

Well I want: to be perfectly frank with
-you in saying that our reason for doing this or
suggesting that it be put in (retaining the

right of Congre551onal review of sales) is that

many of these programs have not been adminis-

- tered in accord with what Congress thought. It .

is my belief that since this affects agricul-

" ture, in particular, the committees of the Senate
and. the House should have a say. in seeing that

the intent of Congress is carried: out: (Com.
of Agric. and For., 1966, p. 237)

'Method of Analysis

fin»accomplishing“an analysisIOf_thisrtyPe it is im=~ -
‘ﬁerative'torusela‘significant-amount of data and statis.tics';i
Tables.will he.usedato demonstrate interétempOral changes
and changes in emphasis.between different titles of the law.
The publications of'the various agencies within the United'r
States Department of.Agriculture concerning the annual Oper—'
ationsbof P.L. 480 are the'chief sources of this type of ine-
formation.‘ Such an analisis facilitates'the'study of the:-»
effects of the 1966 and 1968 amendments. Furthermore, it

.enables the researcher to construct a foundatlon for further



7p
"studies regarding possibie'future chanées;in the movement of
agricultural commodities underlP,h;,480; o
| Publicationsaof the Food and Agriculture prganiza-
tion of the United Nations‘and various nOngovernmental ':_//“"
igroups ‘also prov1de sources of emolrlcal 1nformatlon,' Com-
- bination and comparlson of the various sources of data often
reveal.1nterest1ng>trends«andclndlcate areas ofulnvestlga—h
tion that would nototherwise:ber_Visi'ble°
aTherhirthfana grthh'of=thepA§ricuitural Trade'Develeii
. opment and Assistance-Act of 1954 Came outtofitheicommitteesv-f
of the House.anafsenate° The House Comnittee.on:Agriculture
and . the Senate Commlttee on Agrlculture and Forestry have
held many hours of hearlngs on P.L. 480 before and since 1ts
adoptlonov The members of the two commlttees have appralsed
and reappralsed the Operatlon of the dlfferent tltles W1th
respect to domestic agrlcultural pollcy and U.s. forelgn'pol+v~
icy. -Many-of the changes~1n-att1tude by these'congreSSmenf
iduringthepast lS,years are evident in the,amendments'to'
"_P,L, 480, |
Because of-this influence;.lt is- 1mperat1ve that a
.study of thls type delve deeply 1nto the leglslatlve hear—
ings.: and 1nto the testlmony given in these documents,' Also,
where fea51ble it 1s relevant to compare the two . leglslatlve
subsystems- to note the dlfferences of actlon Whlch are dem—
.onstrated throughout the hearlngs ‘on the exten51on of P.L..

. 4805 e
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In analyzing the Hearings, one not onlYiacquires;an
understanding of,the~committee and its members, but alsofof
“the groupsvwhich present testimony. Data are~often included
in these-presentations.which are more specific.in relation
to certain commodities or specific areas of interest,’ This -
testimony, in addition to statements made outside of the
Hearings;,is an integral_part.of the total plctureo

' Another phase in this analysis consists ofgstudying
the'viewpoint;of thezExecutive Branch. The President has a
large amount of”discretionary poWer in”determining the ac-
tual Operatlons of P. L. 480, ‘He also has certaln respons1—”
bllltles whlch have been delegated to him by Congress° ,Eor
':example, Sectlon 408 of P.L. 480 as amended states,»"The;’~
Pre51dent shall make a report to Congress . s W1th respect.
to the act1v1tles carrled out under thls Act durlng the pre—;
cedlng calendar year : :(E,L. 480, amdt. 1966, P l7)° :

Secretary‘of.Agriculture.Orville L. Freeman and
SecretarY’of State»Dean'Rusk were the principal Witnesses,to
present and_attempt to defend the viewPoint of the Johnson
Administration, ‘Their:testimonp not only defined What.the g
'administration‘wanted_to_havedincluded'in<the new law, but
alSo,described the accomplishments.of P;L.A480fdurinthhe

past few years.

Observatlons on the Research Method

' Data, when prOperly used can be a valuable - ald 1n'

research° Good tables and graphs set the stage for the bodyf'



ofathe reSearchvpaPerg. Thevexplanatory power of data is of-
: tenjgreater and more'easily underetoodithan a verbose.dis-'
icuSSiono hOnermust usevcare, however, in selecting;prOperl»
data and in presenting thie type of research. Endless rows .
crof numbers can cause more confusion than clarification.

| Data taken from‘varlous ‘sources can often be comb1ned>-
“and manlpulated tO‘lntroduce unlque methods of observ1ng-cer—
tain situationsfr Care:must'be used, however, to lnsure~accu—‘
;racyfin.this type of compilation, The'collection of data by
the varlous agenc1es must be under 51mllar c1rcumstances 1f
’_.1tsls to.be of value. A 1965 United Natlons table shOW1ng
ifWheat prodnction in Indla; for‘example,~cannot be=d1vlded-by
'=l960 acreage flgures to determlne productlon per acre;

In addltlon to the data,,whlch are collected pr1nc1—

"_pally from U. S Government publlcatlons,'many other sources

of 1nformatlon are to be used° rBooks-and pamphletsefrom

‘ private—sOurcesgas well'as other types of government publl—
cationsvhare been sought after andfincluded in the'researChr
materlals° *It is important'to remember'certain basic nrem—
. ises when studylng the prlvate publlcatlons or the hearlngs
::of Congress:' l) the.relevance of the 1nformatlon.or testl—_‘
'Amonynto,the centralgthemel (2) the past history and‘thetpof.'
litical andAprivate connections of the author or witness,
and (3) the‘inflnence wielded by the person orhgroup under
'study;'aThesegthree;criteria‘must'be strictly adhered to if

‘ the'analysis is to be lucid and free of bias, a feat'Whidh
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ié in itself difficult when_it‘pértains to economic and sp—i
rcial gquestions affecting the égricultural sectof°

For a Qiscussibn’of the future_usesrand possibili—
ties of P.L. 480, some coﬁclusiohs ﬁdst be-drawn; At all .-
timés, hoWever,’thése.Conclusiohs wili'be'based as much as |
,?éésibie‘on the past'acﬁioné taken uhdér the law‘and.ther
stateménts'and predictions of pérsoné considered experts in

their respective fields.



CHAPTER II:
THE HISTORY OF PUBLIC LAW 480 '

During the latter years of‘the-nineteéhth century,
agricultufal ekporté_méde up apprbximafely'SO péréent of the
f'ahnual eprrté?shipped from Ehe«Uhitéd1States,' Frémlthen

 until'the Onset}of*Wofld WarAII, the'exportsrdf'agricpltufal
commoditiés:deqlinedvinirelation to nonagricultﬁral-exports,
During this period'andjup to the'present, howe&er, thefabso—
"lute value of tdtal-férm exports.genefall§ continUéd_td in-
crease except féf‘a temporary drop during Ehé.war, The
initiation-ofjthé_MarShall Plan and thefdebilitated céhdi%
tion of agriculture{infotherrcountries Weré prihgipalVréasonsV
for-the quick ré¢over§ Qf Ues;*exports'afterithe war .

As the 1950's appfoadhed, fﬁe“agricultﬁral'sectors
of many.other,natiéhé had. largely recovered. Once again the
United'Stafes’found it difficult to évoid accumulating a do-
méstic surplus. The technological capacity of this country
tolproduce'agricuitufél.éommodities outstrippédvthe commer—
cial4demand-for thésé_produéts domééticaily'and a'broad°
 Farm pfograms wﬂicthe£e‘designed'to cbntrol prodﬁétion oh
America's férms'Sucéeededbbnly.in limiting the ﬁumber.of
‘acres planted. Thé amounts harvested from ﬁhe.smaller acre-
age were greétér ﬁhéﬁ before becausexférmérs épplied the

v 11
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growing technology to increase.the.yields per acre. As the'
-°.Eisenhower-administratiohland many meﬁbers of Congress began

to grow'uneasy,aBOutethecfuture implicatiohs, the_search for -
a solution was initiated.

:One:part of the Mutual SecuritypAct'of'l953‘was de-—
voted to this problem. ThiS-section of-the:hill authorized'
" the President to enter ihto agreements with'countries'clas—'
sified as frlendly with the United States° It permitted
sales of surplus agrlcultural products for forelgn curren-
cies, with specral-prov1Slons-governlng;the use of these
funds 1ncluded in the lawo_ | | |

‘ In the same year another Act Publlc Law 216, - was
passed° Thls law. ‘was de91gned to prov1de emergency food sup-
plles to. countries sufferlng from famlne or other types of

,dlsastero The serious food shortage caused by drought in
-'.the Mlddle East and Indla was the pr1nc1pal force behlnd the
'passage of thls Act. | .

' The new directioh'of these two pieces of legislation‘
and the seemingly insurmountable'surplus_that was accruing |
in the Uhitedetates~laid the foundationfforvthe'compreheh?
sive_studydand subsequentdehactment of7the'Agricu1tural Trade

:DeVelopment and‘Assistance Act of 1954 (P.L. 480).

History of Public Law_480
Public Law 480 has had a series of complex growth -
stages since the law wasﬂpassed in 1954, »Eleanor.N; DeBlois,

International Economist of the Foreign.Development'and'Trade
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Division, EconomictReeearCh Service,rreported: ", . . prog-
ress_has been made in transforming thie program from a tem-

Porary measure primarily of eurplus:removal to a majof‘tool,

- in the worldwide struggle for.freedemifrOm hunget and an ef-. -
Vifectite instrument to:stimulate.ecohomic,development'end to; '
'tsupport U;S; trade:and-fofeigh'poiicy §oals ' (DeBlois,

1967, p. 1)." B | |

N It took essentially 12 years‘fot.the mejor evolutiqn

'in attitudes toward P. L. 480"to take ‘place. ~The ehanges

made in the law prior to- 1966 were’ generally of minor 51gn1—_"

'-'flcance,‘W1th the'exceptlon'of_Tltle IV in 1961. Most of the~'
'emendmente were,simple modifiéatidns which changed only -
‘:slightly.the‘actual Operatibh of the law. Titie v, howevef,f
: enabled_recipient cOuntries to sign agreements for long term

credit purehaees, repayable in'dollars; This addition was

' one Of‘the first indicetions'that CopgressACOnsidered P;ﬁ,
480 ae.something ether than a temporary-disposal meeeure;'

There has. been much conjecture as to the orlgln of
the P.L. 480 1dea° Durlng the years prior to 1954 various
methods of surplusrdlsposal had been hypothe51zed It was
Senator Humphrey,nhowever, thatrcensolldated;and refined the

.various limited ideas into,eebread program Which~eoverea
'many,different types-of ectiond "Senetor Humphrey outlined_i
a multifaceted proéram which included donations, sales at

world market prices, sales at concessional prices, long-term
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ioané,'sales for native:(sic;) currenciés and trade of com~ %
modity stockpile materials - (Crouch, 1963, pp. 16, l7)gf

,DueAin large pgrt fo Seﬁator Humphrey's Persuasive
'-1teStimohy, the Senaté Committeéfon AgriCulﬁure and Fofestry<
formed a subcommittee to-studethe-fecémmendations and'to
draft a bill, The result Was S;'2475,fa'bill.designed to
initiate néW'ﬁethods of féfeign dispoéa1'for United»Staﬁés
agficultural_commbditieé,which.were considéred by the Secfe+ 
--'Eary of AgriCUltﬁreité‘exist,iﬂ~surpius amounts.
| on July 24, 1953, Seﬁa’fbr Schoeppel introduced the
- bill on the Sénate.f.loor° Bécause ofjadjburhmghﬁ,-hbwever;,'

,the-House'failed to act'untii ﬁhe secbnd'session of the 83rd
' Congress. After passage by both branéhes'of Congress, the
 biii waé signed intoilaQ on July 16, 1954,_by Presiaént-

A‘ Eiséﬂhower,; Thé statemént qué‘by the-Preéident at that.
 £ime-didAhoﬁ cOincide With-théibe}ief'thaflP.L°'480‘was to

" be only a ﬁemporary'acﬁioha 'Hé stated'thét1the hew'law
’wéuld: .. ,.1ay'the»basis for a permanent éxpénsion of
ﬁour eXports of aéricﬁitﬁral §rodqcts;-with lasting bénefits-
- to durselvés'and'pébples in'dthervlahas . (Toma, 1967, |

 :p;f4l)$'A more éaiéful éﬁudy of.£he ﬁxecutiVe viéwpdint;'

' hdwever,‘reveals théﬁ the President‘did;indeedtconsider P.L. -
480 to be .a temporary measuré°

The original P.L. 480 stéted:as'itS'éurpose: "An
Act to increase'the'consumptibn,of United étafes agricultural

~commodities in foreign countries, to improve the foreign
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relatlons of the Unlted States, andvfor other éurpoees :
.(P,L, 480, l954,_p° )"Thls statement of purpose ‘has re-
vhmained unchangea | | ‘

FollOW1ng thls.statement oprurpose is an e#plana-'
tion of: the blll whlch details” the basic reasonlng ‘behind
the law:

It is hereby ‘declared to be the
pOllCY of Congress to expand international
trade among the United States and friendly
nations, to facilitate the convertibility of

“currency, - to promote the economic stability
of American agriculture and the national
welfare, to make maximum efficient use of
surplus agricultural commodities in further--
ance of the foreign policy of the United .
States, and to stimulate and facilitate the
-expansion of foreign trade in agricultural
commodities ‘produced in the United States by
providing a means whereby surplus agricultural

. .commodities in excess of the usual marketings

- of such commodities may be sold through pri- -
vate trade channels, - and foreign currencies
accepted in payment therefor. It is further
the policy to use foreign currencies which
" accrue to the United States under this Act to
expand ‘international trade, to encourage eco- . -
~nomic development, to purchase strategic'col-

- " lective strength, and to foster in other ways

- the forelgn policy of the Unlted States

(P.L. 480 1954 p° 1).

There have been major changes in this paragraph whlch
give a valuable 1n51ght'1nto the changing attitudes of con-.
gressmen and administrators. These changes will be discussed’

in detail in.Chapter‘r"ThJ;.‘ee°

Title I - Sales-for-Foreiqh'Currency
The  original TfadeiDevelOPment and AsSistance'Actf

 contained three separate provisions for sale or ‘trade of
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iSurplus agricultural‘commodities, Title T speclfied the
provision:of sellindrsurplus U.S. production for foreign '
currency,:'Authorization.was givenvto thesPresident-tOfnego—
tiate agreements with countries con51dered frlendly with the
United States. Repayment of purchases of- surplus agrlcul—
tural goods would_be made by depositing the agreedrupon
amount of_currency in banks in the recipient country. There
'were certain regulations‘adOpted which governed the use of
these forelgn currenc1es° |

(a) 'To help develop- hew markets for U.S. agricul-
tural commodities on .a mutual benefiting basis;

(b) To'purchase or.contractuto purchase strategic
and critical materials . . .- for a supplemen-
tal U.S5. stockplle of such materlals N

(c)  To procure mllltary equlpment materlals, faci-
- lities, and services for Ehe common . defense, .

fg(d).‘For flnanc1ng the: purdhase of goods or services
o for other frlendly countrles,“

(e)_lFor promotlng balanced economic development and
o trade among nations; . :

(f) To pay Unlted States. obllgatlons abroad-

(g) For loans to promote multllateral trade and
- economic development . . . ;7

(h) For'the'financing'ofvinternational educational
exchange activities (P.L. 480,. 1954, p. 3).

From July.l,_l954, through Deceﬁher 31, 1966, the
major share'of foreign'currencies was used for loans to for- .
_eign nations;»»ApproximatelpcSO.percent of all local'curren-:
.cies'wereusedfo_r’this_purpose° yRanking second. in

importance were U,S,;purchases and obligations, which
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constltuted almost 24 percent of the funds recelved through
Title I of P L 480. (Food Aid Programf 1966 p°_9 )i
These payments are used to cover embassy expenses, salaries,
'support of personnel vand constructlon of fac1llt1es in the.
countrles where currenc1es occur through Tltle I sales.

Tltle I has been the major avenue by which commodlty
»shipments.arevmade,v,Thereby, approx1mately 65 percent of
,the valuedofbagricultural'commodltlesﬁshlppedudurlng»the
past flfteen years:was authorlzed - (Food aid Program, 1966,

65) A look at the gross flnanc1ng costs of the entlre :
P.L. 480 program shows that about 70 percent of these admln—'
1strat1ve'costs were for Tltle I. A comparlson-between the
lptwo percentages demonstrates that admlnlstratlon of Tltle I
g»sales is: more costly per unlt of commodlty shlpped than the .
- other Tltles of the Act. | | | ' |
Durlng the . 12. years before the rev151on of Tltle I,
. the U. S had entered into agreements wrth 52 countrles for a.
_total of - $ll 3 bllllon 1n ‘foreign currenc1es,: Of thls amount
the U. S had collected about $lO 2 bllllOn and had spent $7 5
. bllllOn for the varlous purposes mentloned earller :(Food
_“Ald Program,{l966 p,;Zl) A balance of $2 7 bllllon remalned' '
;in U.S. accounts in many countrles around the world. This .
amount prompted Congress in 1966 to rev1se the- condltlons of.
local currency salesl |

rlsThe original'Title I had»severaliprouisions'which

- were designed to govern the types of agreements that could
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-‘be signed'berween the U;Sa-»and.eth_er.'nations° Further pol-
‘o icy statements»were inclﬁded to regulaﬁe the conditions of
operatiohAfor domestic.compliancejin the agreements. Sec-—
tion 101 of Title I states that the’President shall:

(a) take reasonable precautions to safeguard usual -

-+ marketing of the United States and to assure
that sales under this Act will not unduly dis-
rupt world prlces of agrlcultural commodltles,

(b) . take approprlate steps_to assure that private
: trade channels are used to the maximum extent
 practicable both with respect to sales from
- privately owned stocks- and from stocks owned

- by the Commodity Credit Corporation;

(c) give special. consideration to utilizing the
- authority and funds provided by this Act in
order to develop and expand continuous market
demand abroad for agricultural commodities,
with appropriate emphasis on underdeveloped
and new market areas;

(d) seek and secure commltments from participat-

g ing countries that will prevent resale or
transshipment to other countries, or use for
.other than domestic purposes, of surplus.
‘agricultural commodities purchased under this
Act, without specific approval of the
Pre51dent°,and ‘

" (e)  afford any friendly nation the maximum op-

' portunity to purchase surplus agricultural
commodities from the United States, taking
into consideration the opportunities to
achieve the declared policy of this Act and .
to make ‘effective use of the foreign curren-
cies received to carry out the purposes of

~this Act P. L 480 1954, p. l)

The number>of commodltles which have eontributed the
largest quantities to Tltle T sales ‘has been small “Wheat
and flour have been: by far the largest contrlbutors, making

up'about 57 percent of the total for ‘the twelvenyear period
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‘from'lQS4 to 1966. Ranking second-for the same timerperiod j.
~ was cotton. It eombrisedvapproximately l4ipercent.of-the'
"totalvsales under Title I of P.L. 480. Fats and oils also
contributed a significant share,bybmaking up lb percent of-;gf
t—the-agreements under thiscTitle'* (Food aAid Program, 1966,
p. 70). | |

o .Though there were 52 part1c1pat1ng natlons, India
rhas been the major rec1p1ent of ald since the beglnnlng of
 the program° 'It has far. outstrlpped other recrplent counf.
trles ‘in- total ald as can be seen’ in Table l - Per“oapita
-rald to India of S7. 45 however, has been among the lowest of :
any of the countrles that have had Tltle I agreements, whlle'
.Israel»recelved $139 per capita durlng the farst l2 years of

the program,

Title II — Famine Relief and Other AsSistance

The ‘second tltle was des1gned to prov1de famine re-
llef for countrles experlenClng a severe shortage of food
'.Section 201 of Title IT states:

In order to enable the President to furnish
emergency assistance on behalf of the people of the -
United. States to. friendly peoples in meeting fam-

+ ine or other urgent relief requirements, the Com-—
- modity Credit Corporation shall make available to -
- the President out of its stocks. such surplus agri-
cultural commodities f.o.b. vessels in United States .
~ports, as he may request, for transfer (1) to any
- nation frlendly to the United States in order to
meet famine or other urgent relief ‘requirements: of
such nation, and (2) to friendly but needy popula-
tions without regard to the friendliness of- thelr
government - (P.L. 480, 1954 p° 4). T



‘TABLE 1.

Between July. l

1954

*1966

Principal Recipient Countries of Sales. Under P.L. 480 Tltle I
and December 3l :

| Per Capita -

pages 68, 69.

figures were taken from the United Nations Statlstlcal Yearbook 1962.

. o *Wﬁé;ﬁ end Floef‘ ‘Sales to

- : Market Value % of Total’ as % of Total Recipient
Country In Mllllons of Dollars |Title I Sales Title I Sales Countries
India $3,238.5 .30,7 74.4 :$V7;45"
Pakistan - 1,015;0' 9.7 64.5 10.83 -
Egypt 758;6 7.2 3.2 29;08
Yugoslavia ;572.7 5.4 69.2 30;89_
Kerea' 1507.3 4.8 20,0 23.57
Poland 498.7° 4.7 '56}2e i6;§7'
Brazil 476.0 4,5 96.4 | 6;7le
Totals | $7,o68,é 67,0% —- —

Sources: THE FOOD AID PROGRAM 1966 ANNUAL REPORT OF PUBLIC LAW 480, TABLE 6,

P0pulatlon figures used in calculation of per capita o

The p0pulatlon flgures were for 1960 however.A

0c -
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ThiS'eection permits the ﬁos;-to eend aid in the case
of droughts as India-experienced'in,1965 and 1966. Other
natual disasters including floods endhearthquakes are elso
covered under this Title. | . :'- ' _d ,Ad
| Between July 1, l954 and December‘Bl,'1966;'the es—
timated tOtal of commodities shipped under Title II was ap-
‘proximately-$962 million as»baéed on thelestimated.market
value of the commodltles," o
It should be noted that +the Tltle II agreements are
',much:more»evenly dlvlded»than theragreements signed under
fTitie'I in addition, the percentage of food grains to to—
.tal agrlcultural commodltles shlpped 1s sllghtly hlgher under
pTltle.II than under Title I. As-Table~2'shows, the excep—
tion to this tule is-Italyev~Thiemnetion'received large
amcunts of dried milk and»milk:prcdncte instead of the food
"gfaine, - - |
A 1960 amendment permitted_Title II commodities to
'be used for economic development putposes. This chanded the.
'purpOSe ofvthe'Title'fromIStrictiy'emergency telief'to-a
_long run plannlng measure . for the use of. agrlcultural com-—
modltles in economic develOpment "~ This amendment<was a fore-
S runner to.the major self—help leglelation enacted in 1966,
iansthe principal reason forithe lerge amount oOf Title 1T
'goods which have been shipped to Tunisia, Korea, Morocco,
- and Afghanistan° A significant part of the wages paid to

”,perscns employed by the'governments of these countries is in



Pr1n01pal Re01p1ent Countrles of Agrlcultural

LAW 480,

~ TABLE 2.
- Commodities Under P.L. 480
Title II Agreements,
July 1, 1954, to December 31, 1966
Total Mkt. | % of Total Bread Grains
Value Title II "as a % of _
: Thousands | Agreements Total in Each
Country of Dollars |. Country
Tunisia - . $147,380 9.7 86.1
':Kérea 108,992 7.1 79.0
' Morocco - 107,614 7.1 '89.3
- uNRwAP 99,236 6.5 92.8
Afghanistan 92,582 6.1 1 96.5
pakistan 90,462 5.9 65.6
Ttaly 89,909 5.9 36.4
Totals $736,175 148.3 —
Source: Data complled and calculated from THE FOOD

AID PROGRAM 1966, ANNUAL REPORT OF PUBLIC

TABLE 23, pages 102, 103.

%Poes not include. food ald donated through Unlted

' Nations World Food Program.

bUnlted Nations Relief and Works Agency for the relief
of Palestinian refugees. . .

22
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the form of ‘Title IT food donations.'lMany public works proj-

ects would not have been'completed_without this type of aid.

Title III'— General PrOVlSlOHS

Title III of Public Law 480 has two separate sec—
tions concerning the shipment of. commodities° Section 302
amended the 1949 Agricultural Act to allow U.S. donations of
agricultural“commodities to be handled byurelief agencies
and'international organizations. The original P.L. 480,
‘Title III'states:
p 'ﬂ‘;Q@-t the- Commodity Credit Corporation is author—
. ized . 2 - (1) upon application, to make such com—
modities available to any Federal agency for use in
making payments for commodities not produced in the
-United States; . . . (3) in the case of food commod-
ities to donate such commodities to thevBureau'OfA '
Indian Affairs and to such State, Federal, or pri-
vate agency . . . , for use in the United States in
nonprofit. sdhool lunch programs, in the assistance
of needy persons,  and in charitable institutions, -
« « o« 3 (4) to donate any such food commodities . . .
for use in the'aSSistance.of needy- persons outside
of the United States - (P.L. 480, 1954, p. 5).
The second tyPe.of commodity disposal under this
Title is in the form of barter transactions, This is now .
generally conSidered to be a misnomer. _Before 1963 barter
was used to acquire foreign materials which were»conSidered
strategic for American defenses. Since that time the agri-
cultural commodities have been used primarily in exchange of
_regular goods and services for U. S° agencies operating over-

seas. - These agenc1es then reimburse the Commodity Credit

Corporation in dollars for the. commodities used. The barter
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opérétions; theréfore, have been used principally as an aid
in §ileviating the dhronic'balénée—of—péyments;prbblem by
ﬁsing’U,So agficultural commodities for'overseas paymenfs.
rafhér.thaﬁ having dollars gd abrbad,' _

| The major.share.of’thebagricultﬁral-cOmmodities sent
under the barﬁer provisions of Title II;,has beén to nationé
knpwn fbr their healthy economiés,' After some stﬁdy, mahy}
rcommerc;al ihterests,aﬁd also éersons-involved in the ship-
'mentfof cbmmodities under-this,Title_began ﬁo réalize-that -
éommeféial Salés were beingrhafmedgby thesé tfahsacti0ns;
Furthef~aﬁalysis démonstrated that-the_proéuremént of stra;.
.:tegic'materials inlthis.manneriwas—oftenfmore expensi?e than
' str$igh£ commerciéi purchaées,"One;éﬁﬁd§ repor£ed: '"If.
strétegic5materials ére.deéired,fthey’can be purchased more.-
,chga?ly for dollars. There sééms to 5é little merit in -ac-
‘ cumulafinglunneeded minéralS'ih:éxchange for. unneeded farm -
lperﬁct$;  In fact; at one stage. the proposal for the new -
Agency fof International DeveloPment included langu;ge to
'permit.the-rédiéposal abfoad’df commoditieS'in thénsupplef
‘ mehtal»sfockpiieu  (Menzie; ggigl,,-ié62, p. 46, 47)ﬂ Dué -
to fhié problem, the- program was modifie& to-redirect tﬁe
emphasis:toward the weakér economies. .Thié move resultediiﬁ '
a large reduction*ip the number of barﬁer agreeméntsvsigned
”piior to 1963, but initiatedﬂah'increaSe in~commer¢ial sales

- to the more prosperous.countries.
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_As mentibned'earlief,Vafter_l963_theibarter prdﬁiér
sions were altered to ailow £he United Stetes'to uee fhe
.Title for proeurement of materials and services for use by*
the agencies abroad,. The'result of this alteration has been
~a fairly steady increase in the amounts. spent for this pur—.

pose.

Title IV - Long Term Supply Contracts
Title IV of P.I.. 480 was first approved on September
21, 1959, but the first USevof this provision was not‘until
August ofvl96l; The purpose of this Title, as stated in-the'
Act, was to: |
e o o utlllze surplus. agrlcultural commodltles
and the products thereof produced in the United
States to assist the economic development of friendly
nations by providing long-term credit for purchases
" of surplus agricultural commodities for domestic con- -
sumption during periods of economic development so
- that the resources and manpower of such nations may-
"be.utilized more effectively for industrial and other
domestic economic development without jeopardizing - '
meanwhile adequate supplles of agricultural commod—_
ities for domestic use - (P.L. 480, amdt, 1959, p,AlZ)
The agreemehts'signediwith other.nations c¢alled for
a delivery period of not more than ten years, and the.recipf
ient countries had aAperiod_of twenty years to make payment,
in dollars. It was hoped that this Title would aid under—-
developed areas in planning leng run development programs;
The countries would then be able to count on a certain

amount of food each:year,’thereby freeing a part of the lim~ -

‘ited_capifal fer'other developmental projects.
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F;om;July l} 1961, throﬁgh¢December 31, 1966, agree—
ments totallng $783 1 million were: 51gned° YugOSléVia ﬁas
by far: the largest rec1plent of agrlcultural commodltles,
v W1thragreementsvcomprlslng 36,2 percent of the total-Tltle -
iV sales. ‘Brazil and Taiwan werera dietant eecehd and third
respectively (Food aid Program, 1966; Pp- 78,-79)°V1t |
.shoﬁldebe noticed that, generally, the couhtries with rela-
tively stronger economies have been_the principal recipients
“of Title IV sh:meents‘=

In 1966 Congress made major changes in P.L. 480 by

1ncorporat1ng Title IV ‘into Title I.- A more-complete discus—- -

sion of the uses and 51gn1f1cance of thls former Tltle Wlll'

be found 1n Chapter Three.

Internatlonal Reaction to. Publlc Law 480
: Prlor to 1966 :

_There'are basically.two-groups-bf countries which are:.
of interest when one:attempts to determine the internatienal
reaction to P.IL.. 480. There ere those nations which have vié
able economies and are in competitien With-the United States
for foreign_rﬁafkefs° Secondly, afe theee which are recipi-
ents of:cbhéeséional seles,and dohatioﬁs_through PQL, 480;
Thefe hasebeen;a»much greater Vafiance eonpinion within the
latfer_group £han within the former._1>

.The first group’has been largely in aéreement eboﬁti‘

the effect of P.L. 480 concessional sales on their own
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comﬁercial'marketSOA An 1nterreglonal publlcatlon written by
The Unlver51ty of Arlzona in conjunctlon with Mlchlgan Stateg
-Unlver51ty states:

Competing export nations such as Canada, New -
.Zealand, and Denmarkvhave-charged-that P.L. 480 con-
.stitutes a three-way subsidy. First, U.S. farm
products are sold at less than domestic prices,
thus making U.S. export»prlces a function of gov-.
.ernment- pollcy ‘and not world demand and supply in-
terrelations. Second, countries short of dollars

~ can purchase with their local currency. They are
more willing to purchase if little foreign exchange
is required. Third, the local currency received '
is partially returned to the country as a grant,
partially spent for U.S. obligations, and par— -
~tially loaned back to local government agencies°
. Competing countries view this as a further price-
ncuttlng device. They insist that their treasur-:
ies ‘are not rich enough to underwrite this type,i
of forelgn aid (Menzie, et al., 1962, p. 77).

h’The competing“conntries insist that P.L. 480tprograme'
'have'indeedvcut into their regular commercial sales despite
the actlons of the U,S; to:protect”the normal marketingspof
thesehnations; Because of'the‘unhapplnese with the-program

" by competlng nations, ‘the U.S. has attempted to modlfy the

'_ program 1n_some respects, It has tlghtened the restrlctlons

on local_currency sales so that many countries W1th-stronger

"currenciesbhave been eliminatedof A'consultation procedure,

- has aleo.heen devised enabling the'UOS;'to,diecnss possible

sales_with the nations already exportingrto»the prOposed,re—'

cipient - These changes have had a dampenlng effect on - the

amount of criticism recelved by the U. S in the past few years,d
Another problem whlch has appeared and whlch W1ll be

dlscussed ‘more fully in Chapter Four.is the general increase
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) in production throughout the world° Very briefly, it»appears

that many countrles such as those of India and Paklstan are

-approachlng the p051tlon of self-suff1c1ency 1n wheat produc—

-”tlon° This can result in a substantlal decrease in the ex~ .-

'port markets for. both commerClal and conces51onary sales. As -

the new wheat and rice varletles and the accompanylng techno-
logy spreads to cover a greater acreage, the pOsslbll;ty of.

an evenlgreater actual Surplus-or surplus productive capacity

Cin the U.S. appears J_nev1table°

It is much more’ dlfflcult to flnd a general consen;»
sus as to the effects of P.L. 480 on the rec1p1ent countrlesof
Domestlc and forelgn economlsts dlsagree among themselves and
wlth each other on many_of the-major issues. Many feel that

the;importation‘oflP.L, 480 goods by underdevelOped,countries

. can have a. detrimentalieffect on their agricultural sectors.

»Thls has certalnly been true in the ‘areas where large guantl—'

ties of Title I wheat for example, ‘have been dumped on the

market w1th‘llttle'or no-regard for its effect-on internal
'prOduction or prices. However, in countries_such as India

‘where the surplus'goods were tied to the indian}develOpment

plan, the.repercussionsbwere lessened substantially. S. Rs

Sen of the Indian Planning Commission has expressed the opin—A

"'ion that the concessional sales have éide&fin'keePing'Indian

‘wheat prices-at a fairly stable level'without.discouraging in-

ternal production (Sen,_l960 P 1034) This: appears to -

: have been the case if one looks at the increases in wheat
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préductiOnland'thé prides receiVed for,this chp'for the pasth1‘ 
 ,tWo yéafs° fhé Indiatho?éfnment instituted a_pricegsuppoit'-
_p?qgram which bolstered intérnal wheat prices and kept P.L.>
48013hipments fromvinferfering iﬁvthe normal ﬁarketiﬁg_channels°
- | Title II shipménfs earmarked~fér econémic deVeiopf
ment purpqses, despite ﬁhé numerous limitations'to be discussed
, in Chapter Four,'héve;been quite'useful, "Food for work proj-
ects have aided in cénsérﬁction-and rehabilitatibn of many |
 £oads; irrigationiprojéctsr and schools; Thiéitype of pro-
éréﬁjattempﬁs’fo utiliZévuneﬁployed;ahd’underéméloyedilabor';'
" and have paftial.payﬁénté—iﬁ—kind With donat_ed_U;S° agriéulér
‘tural products. K Many projects which would'norﬁally haﬁg re-
quired a'fairly;largé'éapitél'oﬁtlay have been constructed -
v‘eJAfyinexée‘hsively,by,this;method° Anothgr,obvioﬁs.benefit
”,of:thié type of program,is to>the persons emﬁloyed;' They re--
'céiﬁe mééningful'emplOYment and;the Qpportﬁnity,tdlraise>their

 le§el>of food consumption énd their genefal‘livi‘ﬁg"standérds'°
| In,general, it seéms:that thé P.L. 480 shipmeﬁts
. havé’éubstantially aided the -lessidever'lop'edAcountries° Some
aféés which did not pr0perlynprotéctAthe domestic produceré
or did not carefully\fegulate'the telease of-impofted goodé
into;fhe economy experienéed‘internal price depressions for
thé%COmmCdity,‘but these prbblems have-béen laréely'solved-in
_-mosf‘areasa, |
| “The'récipient'couhtries‘feceive an added benefit

rifrom'PoL, 480 commodities. The governments which have signed
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agreementslfor concessionary sales and donations have provided
themselves_With a greater list of prerogatives for develop-'
mental policy. A study conducted in Turkey by the Turkish
Univer51t1es stated the follow:Lng° _i"v - : "/~

It should be recognized that the eXistence of
the P.L. 480 program prOVided greater flexibility .
to the’ government planners in working toward the
desirable long-range objectives of economic devel-
opment. Specifically, in the case of agriculture,
the availability of grain and oilseed imports on
' concessional terms during periods of short-term
scarcities or- long-term deficiencies was of con-
‘siderable benefit in alleviating the need for
pushing uneconomic self-sufficiency objectives -
- and permitting greatér fleXibllity in the ,devel-
opment ‘of farming systems and production patterns
that maximize the country's agricultural resource
potential (Aktan, 1965, pp. 180, '182)
Developing nations which are: largely dependent on -
nature for proper growing conditions have found that P.L. 480
_does-allow_greaterflexibility° As noted in the Turkish
study;va‘scarcitywin a certain commodity“could'be alleviated
by.purchasinggthat commodity on-a concessional basis. This ,
allows the country to continue with the regular develOpment
plan rather than investing large sums. of money in production
which will not_be.economically feasible in the_long run.
There have"been-many‘mistakes madefin'the adminis~
tration of P.L. 480-during’the past 15 years. Considering
all domestic and foreign facets of P.L. 480 .however, the’

general consensus of the law is definitely favorable. One

must remember thatithisvwas a new program W1th-very few.
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expériences_available-to’use as.guidelines; The amendments
~added to the.Act and the changes that have taken place in'the-u»
year to yéar_operations'prOVe that.time is still a valuable'

’tutor°



CHAPTER III

A REVIEW OF THE 1966 AND 1968 AMENDMENTS ajr —
TO PUBLIC LAW 480
The past three.years have produced several major in-—
novatlons in Publlc Law 480. Aspshown in Chapter Two, the
years.prlor to 1966 produced only minor variationstto the
Act, with the exceptioﬁ of Title IV, which was added in 1959.
_Title'IV was a large'step_fOrward'in'realiéing-thatflong{term
planning was necessaryvif the iess developed couﬁtrieer -
(LDC's) were to use P.L. 480 commoditieseffectiveiy° It was
'also the - backbone of many changes that occurred in 1966 and
’_1968 |
Thls chapter w1ll study in detall the amendments
passed in 1966 and. 1968 and will attempt to determlne the ef—’
fects of these new provisions on the overall Operatlon'of
P. L. 480. This study will provide a stepping7st0ﬁe'to a
more complete analy51s of how P.L. 480 fits. into the general

domestlc and forelgn programs of the present and future°

public Law 89-808 (1966)

Public Law 808 was -enacted on November 11,71966)cand :
servedftwo basic pﬁrposes, First it extended the ekisting
P.L. 480 through December 31, 1968;'a period’of.two Years.
=Secohdly, P.L. 808.added major:amendments to the oriéinal

32
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legiélationvwhich,changed both the domeSfic and foreign oper-
atioﬁs ofAthe érogram, LIt is the.latfer purpose tha£ this
':chapter will discuss in some detail. ' |
| There were three major changes. in P.L. 480; which ,g"‘
.has also been calléd Food“for'Fréedomior Food.fér Peace:.

(l)'a requirement of sélf—help by recipienf'countries; (2)
'Velimination of the requirement that commpditiesvshippéd”un—
ﬂder:P.L; 480 be labeled as-'surplué'.befére being made aﬁailé'
ablé;;(3) the requirément iﬁSﬁituted by-COngreéé'that a tran— ..
éitionudf{saleé fromvlocélicurréncies-tb(ibngiﬁerﬁwcredit )
saiés fdf dollars 5e completed by;becémber 31, l97l}

| These amendments can have ' far reaching'chltural'épd
,economic‘effecté'on ﬁhe’bpéfaiionTOf P,L,‘480; and also on-
thé devélopment plans and procedures bf the recipient,nationso_--
:They.will no longer be'éble'td purchasé.large quantitiés of
ﬁnited»States_agriCultufal:cOmmodities;sblely fbr-consump;i
,tion purposes without reéérd to ‘what the couhtry is doing-to_
ehablé it tq-feedvits 0wn.pe0pie‘éometimesin‘the future. The
' uhderdeveloped areas musﬁ begin to plan the'growth'and de-
 v¢;§§men£ of the various sectors of the eConomy if they wish
:tOQCOntinﬁe receiving'goods ana»berip a position to pay for
them in doilarS‘at'a later date. If théy_do not wish to ac=-
cept these ¢onditi0ns,.those nafions_wiil presumably then
: ha&é fo do without P.L. 480uagricultural commodities° Ac-
‘ceptance of certain stipuiations,thowever; and their enact-

ment, can be two completely'difﬁerént.stories.
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lSelf Help Requirement
- - The amendment to P.L. 480 which establlshed self—

~help as a basic requirement for concessional sales and dona—

*tlons attempted to move the program toward a more meaningful

foundation fof¥ future growth of the less develOped countrles‘p
of‘the world° . In Sectlon 109 (a)-spec1f1c provisions were
listed which Congress felt were basic areas of need for self
help requirements. 1In establishing these specific areas, it
was: not the intent of the congressmen that the;recipient_'
‘coﬁntries:undertake programs“in'allﬁthe areas, but that they -
use the list as'arguidelihe‘fOr establishihg priorities,for N
allocation of the local currencies. TIncluded in the recom-
'mendations are:

(1) devoting land resources to the productlon of
needed food rather than to the productlon of nonfood
crops—-especially nonfood crops in world surplus;

(2)‘ development of the agricultural chemical,
farm machinery and equipment, transportation and
.other necessary industries through private enter-

prise; -

(3) training and lnstructlng farmers in agri-
cultural methods and techn1ques~

(4) ‘constructlng adequate storage facilities;

(5) .improving marketing and distribution systems;

(6) creating a favorable eﬁvironment for pri&ate _
"~ enterprise and investment, both domestic and foreign,

and utilizing available technical know-how;

(7) establishing and maintaining government
policies to insure adequate incentives to.producers;

‘ (8) establishing and expanding institutions for-
adaptive agricultural research;
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(9) allocating for these purposes sufficient
national budgetary and foreign. exchange resources .
(including those supplied by bilateral, multilateral
and -consortium aid programs) and local currency re-
sources (resultlng from loans or grants to recipient
governments of the proceeds of local currency sales)'f

7 , (lO) carrylng out voluntary_programs to control
- population growth 1 (P.L. 480, amdt. 1968, P 3).

Before an agreement is eigned OfflClalS from the
‘U S. meet with representatlves of the country requestlng
P.L. 480:eommod1t1es, Together they draw up a program whlchf
defines the:areas mOSt-ln need of funds.and'technlcal a551s—'r'
tance under the self—help prOVLSlonso' The"oountry agrees.to~r
undertake certaln programs as a prerequlslte to rece1v1ngv
agrlcultural commodltles from the U.s. | After the agreement
‘1s 51gned, the Pre51dent of_the Unlted States is authorized'
to review. the program'periodically° Ifithe country isAnot‘
developing its ?art,of'the agreement satisfactorily;:the
President is empowered to terminate U.S. participation.
'Many‘critios,had branded P,L, 480 as a give-away
- program  that hadvreached grandiose proportions. During the
firStfyears,after the enactment of the law there possibly was
"jnstification for this accusation° There is iittle-doUbt
'that the»principal’pnrpose of the Act was to solve an imme—
diate problem of the U;S;, and not the'long—range problems .

'in.recipientAcountries, As the law slowly evolved from pure

lTh:Ls provision was 1ncluded in the 1968 amendments'

~. to Public Law 480. Not less than five percent of. local cur—

rencies are made available to countrles requestlng a581s—
tance in this area. »
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surplus_dispoSal”to’an'extension of our foreign aid policy,
Congress and the Executive Branch decided that countries ré—

ceiving P.L. 480 agricultural commodities should demonstrate

their desire to. assume a greater share of the food burden e

for t'heir:own-n'countrymen° This Came during a-time of short-
age in. many of the pr1nc1pal rece1v1ng natlons° India Qas ,
uexperlenc1ng a drought in: 1965 and 1966 and it appeared that
thls country would agaln be very short of food in 1967. The o
fear'that the Doctrine;ofﬂMalthus would’comentrueywas ex—y |
pressed hy;many learned_and influentiai_peopie;,-Secretary
- Freeman decided"that the U. 5. would have to greatly increase
Wheat productlon to enable our: country to fulflll 1ts obli-
.gatlon and to feed the hungry people abroado Fortunately.
'for India, the dlre predlctlons dia not come true° rThe.proé
duction. in Ind;a, due to favorable monsoons,vthe new high
yieldwvarieties,yfertlllzers, and other necessary inputs,
Was‘significantly-increased in 1967. . The country stlll im=-
ported'a large amount of wheat and-flour. The imports, how-
ever, were used to build up thelr stockpiles and feed thelr
people untll the 1967 harvest By 1968 the plcture had
changed\substant;allyxas-can be'seen;on-Table 3.

| The improved harvests of 1967 and 1968 reduced the
"need for concess1onary purchases of P.L. 480 wheat and .flour
:by.»Indla° Total shlpments in 1968 amounted to-only 36.5 per—
cent- of the'total sent to India in 1967. To state that the

- change has been anything less than dramatic would be an



TABLE 3. Title I Sales and Title II Donations of

‘Wheat and Flour to India,

l965'Tthugh'l968'

Sources:

1965 | 1966 | 1967 . 1968
Titles (1,000 bushels) (1,000 bushels) | (1,000 bushels) (1,000 bushels)
Title T 126,170 196,990 228,726 84,510
Title IT ——— 331 3,820 467
, T —
~ Totals 126,170 197,321 232,546 84,977
Food for Peace, 1965 Annual Report on Public Law 480, The Fodd

Aid Program 1966, Annual Report on Publiec Law 480, Food for

Freedom, New Emphasis on Self-Help, 1967 Annual Report on Public

Law 480, Food for Peace, 1968 Annual Report on Public Law 480.

LE
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understatement. The productionrof wheat in-Indiaﬁincreasedg"
45.5 percent between 1967 and 1968. The increase in'Pakie-
tan was no less dramatic. In that country the incrementrwas
- 47.4 percent for the same. period (Food & Agricultural
Organlzation, December 1968 p,720),f o

"As mentioned earlier, a part of this tremendoue in-
.crease was due to improved weather conditions in - the conn;
‘tries that had been afflicted with drought during the
previous two or three yeare;. Thisrwae not, howeveriitherto-
tal story. The new Wheat'and7rice varieties had to be_diefv
seminated'among.the farmers;.and-even more important, the
proper cultivation techniques-and'the use of fertilizer had
to he-taught to the producere participating in thedprogramov
'The self—help prov151ons of P. L 480 have acted as a lever |
for the U.S. Agency for International Development in encour-—
aging-India to develop the needed infrastructure-toiinsure‘
- proper support of’the~expanding*nse of the newbvarieties°
The Indian Government also greatly expanded the ap--
__proprlations to the agricultural sector, due in part to the
) urgings of the U.,S° Another prinCipal factor, however, was
the new political:and.economic climate that was emerging in
India. The self—help prOViSions were introduced to the
iIndian Government at a time when they were much more recep-'
;ftive to a large intenSive program of agricultural develop—
.ment Prev1ously they had attempted to concentrate on indus--

vltrial development at the expense of agrlculture° Little
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success.was achieved, thereby forcing-a-major'Shift>in pri—f
orities by the Indian'planners to include agriculture as one
of the principal'areas for developmento >Domestic production
-and the importation of fertilizer was greatly expanded to -
‘meet the ever-increasing demand,‘ The-Agency'of International
Development loaned‘significant sums of ﬁoney'to India for "
purchases of»fertilizers abroad and a large share of the
plocal currency loans from P.L. 480 funds to prlvate enter—
prise, often called-Cooley loans, were forvconstructlon of
fertlllzer plants W1th1n the country,'

- Pakistan" also put new emphasis on growth and 1ncreased

‘ ylelds in the agrlcultural sector° The self—help agreements
51gned in 1967 and 1968 which called for an 1mprovement in
the .quality of'agricultural research, eXten51on, education,
and increases-in financial allocations to thefagricultural
community,.helped Pakistan derelop a more comprehensive"'
'package program tO'aid.agricultural growth and_deuelopment°
In additiom, the.agreement called for-greater amounts.of
credit for farmerS'and.a method of providing incentiue prices
to producers of wheat, rice,’and corn (Food for-Peace, 1968,
pp. 51, 55). R

Cr1t1c1sm and concern. about the self—help reguire-— -
ment. has come- from many quarters. ;The%reCiplentvcountries
"have sometimes.resented the attachment of conditions to con-
-cessional,salesAand donations;received>from‘the U.S. Many

of these nations have complainedvthat the U.S. exerts:
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pressure in developing a list of priorities° The prlnc1ple
of soverelgnty is held sacred by the less developed areas,
and they want the right to’ set their own priorities. This
haS-led to problems Sinceﬂthe‘participating countrlesihaveV/
often~had difflcultiesvlniagreeiné with the.U,S,vrepresenta—
tives on the‘selection of projects,‘ Also; decisions are of-
‘ten.based on political considerations in the receiving
country more than onkeconomic considerations.

Many authorities in the U.S. and, surpr1s1ngly enough-
in the less developed countries,- have felt that constraints
of this type were'long overdue. Often, because of polltlcal
1nstab111ty or unfavorable pOlltlcal leadershlp in the less
develOped areas, persons 1nvolved in the admlnlstratlon ofi
‘the programs'hope for controls by the U.‘;.S° because theyAare
unable to institute the needed provisions themselves. Do~
mestically, many members of Congress have expressed the Opln—
ion that U.S. aid has been poured 1nto these countrles with
- very little effect. Chalrman'Ellender; in the 1966 Senatet
‘Hearings for the»FoodjforlFreedom Programs‘statesé “Well~‘I
long contended that we should have attached strlngs to our
foreign ald program;, . o o but that hasn't been done and,
of course, it is now too late (Com. on Agrlc° and Forc,
1966, p. 155). | |

Even though Senator'Ellender seemed to think it was.
too late to- change, the Selfehelp provisions added to P.L.

480 demonstrate that the Senate and House Agricultural
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'Commitfees were willing to make an attempt at attaching more

'étringent'conditions° [They also;wanted'to demonstrate as

- clearly as possible that the recipient countries were not

Jjust doing us a favor by taking the U.S. agricultural sur-
pluses off our hands. - By insisting that the nations accept,v

certain conditions before signing a P.L. 480'agreement, U.S.

: 'éfficials feel much better use will be made of the commodi-

ties shipped abroad. To'facilitété»the'acéeptanée’of‘the
self—help provisi6ns,'COngress'included a,Stateméht in the
1966 amendments which réquires the U.S. to make available

to the governments not less than 20 perdent of the foreign

' currencies generated from Title I .sales in each less devel-

) Aoped country (P.L. 480 amdt,,’l966, p,le)o' This can take

the. form of low interest loans'or direct grants to the re-

cipient nations.

"With only two years of eXperieﬁce haﬁing been re-
corded, it is still somewhat premature to judge the effec- -
tiveness of the self-help requirements. Some observations,

however, can be made. Brazil, for example, has increased its

 allocation of Federal funds to the agricultural sector by 60

’

percent between 1966.and 1968 (Food for Peace, 1968, p. 46).

This represents a_éubstaﬁtial inéreaSe_and démonstratesvthe'

Vchange in Ehinking'bf the Brazilian Governmenh;“ Much of this

increase has been a110cated,to-the»agricultural credit pro-

gram and to the improvement of a minimum price and stabili-

 zation program for the principal agricultural commodities.
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The governments of the‘less developed couhtries must take.
the initiative in developing the agricultural sectors. It
will not happen by itself even if the market for the commod-
ities by some miracle‘suddenlywbecameiavailable; Because the
-large majorlty of these farmers are at the sub51stence level,
=they do not part1c1pate in the market regardless of the
prlces.. it 1s up to the government to prov1de the services,
informatroh andwneeded technology‘to llft the producer above
the Subsistence:levelVsorthat he can becoﬁeva part of the
commercial ecoﬁomy.‘ | o

,In'BraZil it is not a case of a:laCR>of?natural re—
sources; ~The technology and proper productlon technlques |
. are also avallable on the larger unlts, but they have not
flltered down to the smaller farmers bas1cally because of
the lack of-capital.andjknowledge.»'The Bra21l1an Government
injected'thebincreased sums of'money into the agriculturalj
sector ih an attempt to dissemihate,new technology and man-
agement practices. The increased availability of credit
along with'proper supervision can act as the catalyst to
raise the‘small prodﬁcers ahoveltheislubs'ist_e_nce.level° A
principal.ﬁroblem; however, is.the;development>of proper su-
pervision_for-the;loans,-. |

India has also'made,great strides ih the increase of =
'1nternal productlon° There‘waS'moreithan'a seven million-,
acre 1ncrease>1n plantlngs with the new wheat varletles be~

tween 1966/67 and 1967/68 . (Food for Freedom, 1967, p. 37).



'Thisbhas put-Severe’strains on fertilizer supplies, but
through increased internal manufactureiand imports, India
has managed to almost keep pace with the growlng'demand°
It_wonld'be presumptuous to‘assume'that the self-
‘help~requirements Of P.L. 480-Were the only factors_which
'1n1t1ated these large steps forward° .There is reason to be-
lleve, however, that the requlrements have applled some pres;
sure to‘recrplent countries s1gn1ng-P¢L7g48O agreements, and
they have glven-U;S;vofficials more*room for action in aid-
" ing the nations in arranging and planning their deVelopment
programs. The order and selection of prlorltles has been
reevaluated and is now based more on economlc and soc1al fac—

tors rather than the whims of polltlc1ans°‘~

‘Ellminationfof Surplus Requlrement | ‘ A

lThe 1966 amendments also redeflned the method for
determining'whlch agrlcultural commodltles would be avail-
able for sales and donations through P. L 480 The word’

surplus; was deleted from the original P.L. 480 leglsla—'

tion,  and 1nr1ts place was inserted’ the concept of avallabih-
lity; The'Secretary of Agriculture has the~responsibility,A
Eunder this amendment to determlne whlch commodltles are
avallable and in what quantltles° The only restrlctlons as;-
stated in Section 401 of the leglslatlon are:

No commodlty shall be available for dlsposition

under the Act if such disposition would reduce the

domestic supply of such commodity below that needed
to meet ‘domestic requirements, adequate carryover,
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'and'anticipated exports: for‘doliars-as determined .
by the Secretary of Agriculture at the time of ex- -
portatlon ‘of such commodlty (P L. 480, Amdt.
1968 P 16)

ThlS amendment now allows the productlon.of agrlcul—d )
tural commodltles in the U S. to fill the - requlrements gen—/x
erated from P L. 480 agreements signed with less developed
nations.- In other words, the demand for goods through con-

‘ cessionel'sales'and.donations.must now be considered as part
- of the total .demand for U.s. agriculturaldgoods° The re-
etrictionsfof the Food .and Agricultural Act of 1965 concern—:
ing*therdiversion:and'conservetion of farmland, howeVer; are
still in.effeotree:they were prior toithe passege,of the
l966_amendmentelto P.L. 480 (UQS. Department of Agricul- -
ture, 1966, b 4. | |

Thisf§oint'CauSedva-greatAdeai of cdnsternation_amondrr:
the members offthegAéricultural-Committees of Congrese,;nManyt
- felt that tne 1965 legislation was one of the betternagricul~ '
“tural laws thathad‘been'enected° .Theyaexpressed the-featr
that the:proposed changes in P.L. 480 would disrupt or nul-
lify many of the prov131ons included in that law, and the
- U.8. farm program would revert to the p081tlon it. had been
in'prlor to 1965,V7Cha1rman,Ellender was very adamant in
© voicing his opposition. to any:new laws which would revise the
1965 Agricultural Act. 1In the 1966 Senate Hearings, on P.L.
480 in responee tovteetimonytgiven by Ken Kendrick, Execu—
tive Vice President;'Nationai'Association of Wheat Growers,

"Chairman Ellender stated:
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This is a new program which, if put .into effect,
in my opinion, is going to be very disturbing to the
wheat growers and to the corn growers who, I believe,
now have on the staute (sic.) books a very good law,
and if the 1965 act is administered as Congress in-
tends it, you would be out of the woods, so to speak,
within the next four yearsus.-- . . -
But you put thls new thlng'on the statute books
and grow more and you will be in the same fix you
were a few years ago. (Com° of Agrlc, and For.,
1966 PP 115 116). '
It took a great deal of persuas10n to convince: the
Senator that the deletlon of the surplus requirement. . would
‘fnot:open'the'gates for a,new flood of production,vproviding
“ the 1965 Agricultural Act remained intact. There were cer-
tain 1nterest groups that belleved the new concept-of avall~
ablllty should allow large ;ncreases in domestic productlon
to cover expected needs under an expanded P.L. 480 program.
Reverend James L. Vizzard, Director of the National Catholic
Rural~Li£eAConference, was one of many who proposed some -
type of production increaseor_In testimony.before the Senate -
Committee, he stated: ".. . weeurge‘oarefully'planned resf
toration of production on'the millions_of acres in the U.S..
now lying idle . . . . Only . those .acres should now be re- V
 stored which can produce needed products such as wheat, riee,
and soybeans. (Comﬁiof'Agric.'and For., 1966 p‘,.279)'~I
It is understandable that Father Vizzard would take-
this humanitarian vieWpoint; but the specific crops he men- )

tions are among those that have been most troublesome. At-

tempts to balance wheat production with total demand have
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been frustrated for several years. It was, in fact, this
frust:ation that.piayed a_principal role in the original-en—e'
actment of P.L. 480.

" Another amendment to P.L. 480 concerned the nutri-
tionai needsjqf.conntries receiving U.S. agricultural cemmod—
.ities, This addition is tied closely to the previous amend—;
}ment discussed in that foods of hlgh nutrltlonal value can
" now be sold under conces31onal terms without the nece581ty
eof being labeled surplusq,'As«Secretary Freeman saids

Vt,'é ; the commodity 'mix' sent’abtoad under eonceSSional-
_programs willvbe geared to the kind”needed rather than cir-
'_cumscribed by the klnds held in stocks., We can expect the
'_trend to be in the dlrectlon OF commodltles W1th spec1al nu-
h’triti&e values - (Com., of Ag_ric° and For., 1966, p. 37). -
In addition to the'expanded'list of-eommodities sent
" abroad, the'revised‘version of‘P.L. 480'authori2es'nutri—.
tional fortification'of the.regulatragticultural‘commodities'
soid Orldonatediunder,PgL; 480 agreements. ;Enriched wheat
flour and;certain fishery products are examples of this new
- aspect of the program. -The eest:of such enrichment and fot—

tification is borne by the Commodity Credit Corporation.

' Transition from Local Currencies tefDollars
The 1966 amendments to P.L. 480 1ncorporated Title
_IV of the law into Tltle I. The,purpose of this action was

“to put greater emphasis on long-term credit sales with final
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paymeht being made in dollars. Congreés felt quite stronély =
: aboﬁt Ehis.matteruand included in.the law a specific time |
limit. By December 31;‘1971, all conceséionary sales{arelto;.
'be'madefin dollar credit. terms. There~is an exception to - _
this provision which allows thé sale of commoditiés fof‘lof
cal currencies iﬁ thdse.countries wheré there is an immedi-
ate use for that particular currency. This exception allows
administrators of the program some freedom in adjusting the
ratiQ of local»cuxrency sales to aollar credit salesiaccord—
ingvté the needs and abiiity to bay off each nation. |

There are two'basic.methOds'thét‘woﬁld'allow a na-
tion to gradUallY'shift their Titleli purchases from local
cufrency to:déllarsa First of all, thevcoﬁntry can make a
direcﬁ.transitioh ffbﬁ locai currencies to loné—term dollar
credits with a 2d—Year'period to pay the debt. 1In addition,‘

a second method is to begin making some of the P.L. 480‘péy—ff

ments in 'convertible' local currency. This method allows a.

country that does not now have and Will-not have in the near;
futuré sufficient foreign exchange to make payments in dol-
lars within the 20—§eéf limit. ”The term 'convertible’ sighi?
fies that the‘locél currency -used to pay the debt initially—
is guaranteed by the central bankiof the country in guestion
"to be exchangeable'for doliérs; Under this éysﬁem,,the.na—r
tion has 40 yedrs to pay for the Title I purchéses with a
.lO—Yéar grace period. If, dﬁring the prescribed time period,

the ch{‘spends a part of the local currencies within the
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. participating country, this reduces their dollar obligation‘;?'
by a'similaf amcuht;

‘éurrently,,the-trahsition‘from»local currency to dol-
" lar sal§s i§ pfoéeeding much ‘as aﬁfiﬁipated by the program._
adminiétrét¢rs,k In 1966, before thesenactment:of'the amend-
ments, Title IV made up 22.38 percent-of the total of the
.fwo Titles. Aftef the adoptibﬁ of the revised concessiénal_
-salésq the dollar credit arrangement constituted a little
over 24 percent‘bf total Title I sales, a very small in- |
crease frOm the year before. By 1968, a significant éhange,;
had occufrea; however; Longéterm doilar-credits and convert-
iible-loéal cﬁrrehdy sales generated 63.45'percént of th