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U.S. Food Aid Should Focus on Combating
Hunger and Malnutrition in Poor Nations

By Bryan Riley and Brett D. Schaefer

resident Barack Obama’s fiscal year (FY) 2014

budget proposes fundamental reforms to Ameri-
ca’s food assistance programs. Most notably, the pro-
posal would shift funds from the Food for Peace Act
(P.L. 480) to programs in the U.S. Agency for Inter-
national Development (USAID). In general, these
reforms are positive and echo proposals suggest-
ed by aid practitioners in previous years that were
attempted by the George W. Bush Administration.

Regrettably, in an effort to appease opposing con-
stituencies, the Obama Administration proposal
needlessly circumscribes the scope of the changes
and maintains or establishes anti-market subsidies.
Congress should support and expand the reforms
directed at improving the efficiency of America’s
food aid programs, while rejecting the proposed
retention of purchase requirements for U.S. food
and subsidies for U.S. shipping.

America’s Food Aid Programs. The United
States has been providing food assistance around
the world for nearly six decades to address starva-
tion and emergency food shortages and to fund and
support agricultural development and related proj-
ects in developing nations. There are five program
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authorities through which foreign food aid is distrib-
uted, but the largest by far is the Food for Peace Act.

According to the Congressional Research Service,
“Average annual spending on all international food
aid programs over the past decade has been approx-
imately $2.2 billion, with Food for Peace Title II
activities comprising the largest portion of the total
budget (about 50% to 90% of the total food aid bud-
get annually over the past decade).”

U.S. law requires most P.L. 480 food assistance
be purchased from U.S. producers and shipped on
U.S.-flagged vessels. This policy of purchasing food
in the U.S. and shipping it thousands of miles to a
crisis location is inefficient, costly, and shortsighted.
Citing studies by Cornell University, Lancet medi-
cal journal, and the Government Accountability
Office, USAID Administrator Rajiv Shah noted
that “buying food locally—instead of in the United
States—costs much less—as much as 50 percent for
cereals and as much as 31 percent for pulses. That’s
because the average prices of buying and delivering
American food across an ocean has increased from
$390 per metric ton in 2001 to $1,180 today.”>

Reform Needed. Reform of U.S. food assistance
programs would improve efficiency and allow the U.S.
to do more with less. Requiring USAID to purchase
and ship U.S. food is shortsighted because it under-
mines agricultural markets in destination or neigh-
boring countries, discouraging agricultural invest-
ment and development. According to the Food and
Agriculture Organization, “The empirical evidence
shows that food prices almost invariably fall in local
markets immediately after a food aid distribution.”

Aid practitioners, including Bread for the World,
CARE, and Save the Children, support reform.* So
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do Nobel Laureate Norman Borlaug and former
Bush Administration USAID Administrator Andrew
Natsios, who jointly wrote, “Purchasing food local-
ly simplifies the process, cuts down the time delay
in delivery, reduces the logistical risks, and saves
transport costs. These savings can be used to buy
more food.” Indeed, President Bush proposed simi-
lar reforms in 2008, such as allowing $300 million
food aid dollars to be given in the form of cash.®

The Obama Administration is proposing a sig-
nificant shift in U.S. food assistance programs to
address these costly inefficiencies. Specifically,
the Administration is proposing shifting $1.47 bil-
lion in P.L. 480 funds to two USAID programs:
International Disaster Assistance ($1.1 billion) and
the Community Development and Resilience Fund
($250 million). It also proposes a new Emergency
Food Assistance Contingency Fund to receive $75
million in transferred funds.”

President Obama would also end a wasteful pro-
cess known as “monetization.” Monetization occurs
when the government donates U.S. food to chari-
ties instead of giving them dollars. These charitable
organizations then sell the food in other countries
and use the proceeds to fund development-related

activities. The Government Accountability Office
found that monetization programs wasted $219
million over a three-year period that otherwise
could have been used to fight hunger or returned to
taxpayers.®

The reforms would help address inefficiency
problems by circumventing legal requirements on
the purchase of U.S. agricultural goods and shipping.
USAID estimates that “local and regional procure-
ment of food and other cash-based programs can get
food to people in critical need 11 to 14 weeks faster
and at savings of 25-50 percent.”® The result is that
between 2 million and 4 million people could benefit
from the same funding.

Reform Half Measures. While these reforms
are welcome, the Obama Administration’s pro-
posal blocks their full realization. Perhaps fearing
resistance from Members of Congress and interest
groups that benefit from the current restrictions,
the Administration’s proposal “guarantees that in
2014 no less than 55 percent of the requested $1.4 bil-
lion in total funding for emergency food assistance
in [International Disaster Assistance] will be used
for the purchase, transport, and related costs of U.S.
commodities.”® Worse, the Administration would
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establish a new, direct subsidy to U.S. shippers by
transferring $25 millionin moneyto the Department
of Transportation’s Maritime Administration.

These measures directly undermine the impact
of the reforms sought by the Administration and
perpetuate market distortions in the U.S. that serve
neither the American taxpayer nor those starv-
ing abroad. Congress should act to correct the
President’s lack of conviction by:

= Eliminating legal requirements on the use
of U.S. food and shipping. Food aid programs
should be run for the benefit of people who are
starving. U.S. farmers and shippers should be eli-
gible to participate in food aid programs, but the
government should not waste aid dollars buying
U.S.-grown food to be shipped on U.S.-flagged ves-
sels if there are more affordable options available.

m Eliminate wasteful “monetization” pro-
grams. This would eliminate the needless waste
of funds, freeing more dollars to feed hungry
people, and lessen the distorting effects on local
markets.

= Reject the proposed subsidy of U.S. shippers.
The Administration’s proposed $25 million subsi-
dy to U.S. shippers is rank political appeasement.

m Correct the funding for food assistance. As
overall efficiency improves through reforms,
Congress should trim the food aid budget. If
unusual events demand increased funding,
the Administration should seek supplemental
appropriations.

A Step in the Right Direction. President
Obama’s proposal takes a step in the right direction,
but undercuts the value of the effort with maritime
subsidies and “buy American” quotas. Resistance to
such political payoffs is necessary if the American
public and the hungry in other nations are to realize
the full benefits of reform.
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