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LUNRLWENHAL

THE WHITE HOUSE

WASHINGTON
ACTION
December 23, 1974

MEMORANDUM FOR: THE PRESIDENR:
FROM: ROY L. ASH - ¢
=
SUBJECT: Budget Decision for P.L. 480 Food

Aid Program for Fiscal Year 1975

Because of restrictive provisions in the recently enacted
Foreign Assistance Act of 1974, the alternatives for a
1975 P.L. 480 program which were presented to you earlier
are no longer feasible. The Act includes:

° A congressional direction that during 1975 "not
more than 30 percent of concessional food aid
should be allocated to countries other than
those which are most seriously affected by food
shortages, unless the President demonstrates to
the appropriate Committees of the Congress that
the use of such food assistance is solely for
humanitarian food purposes.”

An effective limitation of $77 million in P.L. 480
for Cambodia within the overall aid limitation of
$377 million, of which no more than $200 million
is available for military aid and of which §$100
million is available solely for dollar economic
aid.

Although the 30 percent limitation technically is not
legally binding, it is a strong sense of Congress state-
ment. Its precise meaning, however, is subject to two
interpretations because of conflicts in its legislative
history. The more restrictive interpretation was set

forth with precision in a colloquy between Senators Hatfield
and Humphrey on the Senate floor: no more than 30 percent

of Title I sales should go to countries which are not among
the most seriously affected (MSA's). The more liberal in-
terpretation was set forth by Rep. Frelinghuysen: the amount

DECLASSIFIED
E.O. 12356, Sec. 3.4 (b)
White House Guide Lines, Feb. 24, 1983
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of Title I credit sales to countries other than the

MSA's should not exceed 30 percent of the total P.L. 480
program including Title II grants. Chairman Morgan was
much less precise in the floor debate and left at least
two Congressmen (Brown of California and Symington) with
the understanding that the restrictive interpretation

was the correct one. A copy of these statements is at-
tached at Tab A. We are informally advised by AID
lawyers that while the legal point is technically
arguable, proponents of the restrictive interpretation
have the stronger case because of the legislative history,
particularly the clear statement of Senator Humphrey, who
was the originator of the section.

We have, therefore, developed two new alternative pro-
grams, presented below. Alternative A is consistent

with the restrictive interpretations of the 30 percent

Tule; Alternative B is consistent only with the more liberal
Frelinghuysen interpretation. Country details are pre-
sented at Tab B. The earlier four alternatives are at

Tab C for your reference.

Alternative A falls between the earlier alternatives #2

and #3 1n both commodity and budget terms. It exceeds
by 230,000 tons the December 4 USDA commodity availa-
bility level for wheat of 2.7 million tons in the earlier
Alternative #2 and thus could lead to some risk of price
rises, and it adds $39 million to the old Alternative #2,
bringing outlays to $1,133 million. This alternative
limits shipments to the countries not seriously affected
by economic disruption to thirty percent of the Title I
program -- excluding "carry-in" commodities approved

last year but actually shipped very early this year.

The program, therefore, is oriented to humanitarian need
particularly in South Asia--India, Bangladesh and Sri
Lanka. It would be responsive to the concerns of
Senators Humphrey and Hatfield.

With respect to the countries restricted by the 30 per-
cent limitation, this alternative would:

° Substantially meet needs in the Middle East --
Egypt, Syria, Israel and Jordan -- permitting
additional shipments to the first two countries,
and providing about the same amounts in the
earlier Alternatives #2 and #3.
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Cut back Vietnam from the $101 million in the
previous alternatives to $62 million, although
if their crops are good even this reduced level
will be higher than actual needs. If, however,
the security situation in the Mekong Delta
deteriorates, more may be needed.

Hold Chile to $33 million and Korea to $30 mil-
lion, the amounts already committed, and

Not permit any shipments to Indonesia.

Among the countries not subject to the 30 percent limi-
tation:

° Cambodia would be held to the $77 million ceil-
ing under the Foreign Assistance Act. If that
ceiling is raised in the next session of Congress,
more would be shipped to Cambodia and less to
South Asia.

Pakistan would receive §$35 million, providing
almost 80 percent of the amount for that country
in the old Alternative #3.

South Asia would receive very large scale ship-
ments totalling $475 million, much higher than
in any of the earlier alternatives.

Alternative B is at the dollar and commodity levels of
the previous Alternative #3. It would exceed the
December 4 USDA wheat availability by 400,000 tons.
Compared to Alternative A, it would increase and raise
budget outlays by $32 million to $1,165 million.

This alternative would increase the amount for countries
subject to the 30 percent limitation from $258 million
under Alternative A to $373 million.

Specifically:

° The Vietnam program would rise to the original
$101 million level, all of which may not be
needed, thus providing a larger margin for
contingencies elsewhere.
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Shipments to Korea would rise to $85 million,
compared to the $106 million in the earlier
Alternative #3.

Shipments to Chile would rise to $53 million,
the same as in the earlier Alternatives #2 and #3.

With respect to countries not subject to the 30 percent
limitation:

° Pakistan would receive $44 million, the same as
in the earlier Alternative #3 and $9 million
higher than in Alternative A.

South Asia could have as much as $381 million,
higher than in any of the earlier alternatives,
but significantly lower than Alternative A's
$475 million.

Your choice is thus between a heavily humanitarian pro-
gram for which there is strong Congressional support and

a program which, while still containing a very substantial
humanitarian element, meets to the extent possible your
security and political objectives.

Agency Positions

In preparing these new alternatives OMB and NSC staff did
not re-survey the other agencies about their positions.
Based on their views on the earlier alternatives, how-
ever, we believe it is fair to conclude that:

°® CEA and CIEP would support Alternative A, which
OMB recommends.

State, AID, and Agriculture would support
Alternative B, which NSC recommends.

Treasury, while preferring the program emphasis
of Alternative B, would sharply cut back the
level of wheat shipments proposed.

Because of the need to schedule shipments for the in-
creased commodities under both alternatives and because
of the budget printing schedule, an early decision is
needed.

_CONFIBENTIL Y



Decision:

Alternative A: $1,133 million, with strong humanitarian
emphasis and consistent with the restric-
tive Hatfield-Humphrey interpretation of
the 30 percent limitation.

Approve

Alternative B: §1,165, with greater emphasis on other
foreign policy objectives, but relying
on the weaker case for the Frelinghuysen
interpretation of the limitation

Approve

If you approve Alternative B, we believe that you should
inform Senators Hatfield and Humphrey of that decision
and your reliance on the literal words of the 30 percent
limitation and Rep. Frelinghuysen's statement.

Attachments

Note: The Office of Legal Counsel, Department of Justice,
has reviewed the legislative history of the 30
percent limitation provision and considers the
Testrictive interpretation to be correct.






TAB A

HUMPHREY-HATFIELD COLLOQUY ON P.L. 480

Debate on Foreign Assistance Act Conference Report
Congressional Record, December .17, 1974, p. S21794

MR. HATFIELD. Mr. President, I would like to direct an
inquiry to the manager of the bill, the distinguished
Senator from Minnesota (Mr. Humphrey) regarding section 49
of the Senate bill, and its disposition by the conference.

I note that the conference has agreed to set a limit of 30
percent on concessional food assistance to nations not on
the U.N. 1list of 32 countries '"most seriously affected" by
the current global economic crisis. As the Senator knows,

I have had a very deep concern about the continued diversion
of concessional sales under title I of Public Law 480 to
nations who are not in deep need of food, but who are re-
ceiving such aid for purely political purposes. It is un-
conscionable to me that at this time, when the needy nations
of the world face a grain deficit of 7.5 million tons in the
next 6 months, that we should continue to divert large por-
tions of our food aid to nations for purely political pur-
poses. Now, my question to the Senator is to what does this
30-percent limitation figure apply?

MR. HUMPHREY. The 30-percent figure applies only to con-
cessional sales.

It applies, therefore, only to title I of the Public Law
480 program. Title II, which is purely grants, is not in-
cluded in figuring this limitation.

MR. HATFIELD. 1 am pleased to hear that. Does this mean,
then, that the administration is limited in this current
fiscal year to giving only 30 percent of title I, Public
Law 480 loans for concessional sales to nations that are
not on the U.N. l1list of "most seriously affected."

MR. HUMPHREY. That is exactly correct. In determining
the 30-percent figure, we had clearly in mind 30 percent of
the title I budget under Public Law 480. We did not in-
clude title II within the limitation since the title II
program of grants, given through voluntary agencies pri-
marily, is clearly humanitarian. We were not interested,
therefore, in limiting its allocation because of its evi-
dent humanitarian nature. That is why the limitation
applies only to title I.




TAB A

MR. HATFIELD. That is as I had hoped, and how I un-
derstand the actions of the conference committee. How-
ever, I have wanted them to be interpreted explicitly so
as to prevent any misunderstanding. In that regard, let
me point out to the Senator that the language agreed to
by the conference in this matter reads '"30 percent of
concessional food aid." In this instance, then, ''con-
cessional food aid" refers to title I, and title I only
of Public Law 480. It does not include, for the purposes
of interpreting this law, the Public Law 480 title II pro-
gram.

MR. HUMPHREY. The Senator is absolutely correct. This
limitation applies only to the concessional sales and loans
operating under title I of Public Law 480. That is what
the language means, and there should be absolutely no am-
biguity in anybody's mind about it.

MR. HATFIELD. I understand that the administration has
under its consideration a total of Public Law 480 program of
about $1.2 billion for this fiscal year. Of that amount,
about $350 would be available for grants under title II, and
about $850 would be available under concessional loans under
title I. Now, if that particular budget, which we are using
here as an example, were adopted, then, as I understand what
the Senator has said as to the conference committee language,
there would be a 30 percent limitation on the $850 million
title I program, for nations not on the U.N. list. There-
fore, under this budget and limiting formula, only $255
million would be available for nations not on the U.N. list
under title I. Is that correct? Was that the intent of
the conference committee? :

MR. HUMPHREY. Again, the Senator is totally correct in his
understanding of the action taken by the conference committee.
And I should like to commend the Senator for his diligent and
detailed interest in this very critical subject. '

MR. HATFIELD. I want to thank the Senator very deeply,
and commend him for his outstanding leadership in this en-
tire issue. As the original author of the amendment, which
has been accepted by the conference with the one change we
have noted, the Senator has shown a continued and steadfast
desire to limit the use of our food aid for political pur-
poses during this time of great human need.
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I would point out, further, that this limitation will
allow the administration to fulfill its political commit-
ments of food aid to the Middle East and elsewhere. But
it will establish a meaningful limit on the political use
of such aid. It will prevent major portions of food aid going
to nations such as Korea, Indonesia, and Chile, whose people
do not face the threat of starvation in the way that those
in Bangladesh, India, Sri Lanka, and elsewhere do. By
limiting the food aid which can flow to nations for political
purposes, we can increase the levels of food aid given to
save the lives of millions in the next 6 months. I have
calculated that $100 million worth of food aid, if given to
nations facing unmet grain deficits before the next harvest,
can support 3 million people through the next 6 months. So
that is the true significance of the action which we have
taken here.

The Senator knows that in the past I have not voted for
the foreign aid bill because of my objections to particularly
the military aid portions of it. But in light of the action
taken by the conference committee on this critical issue, I
shall vote for passage of the conference committee report.
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FRELINGHUYSEN STATEMENT ON P.L. 480

Congressional Record, December 18, 1974, p. H 12211

MR. BUCHANAN. Mr. Speaker, I rise in support of the
conference report and commend the conferees for a job well
done.

This does seem to constitute a good balance between
political and humanitarian considerations, but I am es-
pecially interested in the humanitarian aspect.

With reference to food aid, the conference report
properly, focuses in my judgment, on the food needs of the
countries most seriously affected by the world economic
crisis.

Mr. Speaker, I would like to commend the gentleman
from New Jersey, the ranking minority member of our com-
mittee, who is retiring, for all his outstanding work and

( for his good representation in this conference.

I would like to thank him for his support of the pro-
position that a large proportion of our development
assistance and food aid will go to the countries most
seriously affected by the food crisis.

MR. FRELINGHUYSEN. Mr. Speaker, I thank the gentleman
for his remarks.

I should like to say that the report seeks to reflect
a balance between political and humanitarian considera-
tions. As has just been indicated, we have provided that
agricultural development aid should be concentrated on
countries with per capita income of less $300.

In section 55 of the conference report, which is found
on page 28, we have directed that:

Not more than 30 percent of concessional food aid should
be allocated to countries other than those which are most
seriously affected by current food shortages.

In my opinion, this language clearly directs that the
President should provide to the countries most seriously
( affected by the food crisis at least 70 percent of all food
assistance. This aid includes both grants and credit sales--
under title I and title II of Public Law 480.
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Best Possible Scan from Poor Quality Original

TAB A

The House confereees agreed to these provisions, to
re that the gentleman's humanitarian concerns are met.

STATEMENTS OF CHAIRMAN MORGAN
AND REPRESENTATIVE BROWN OF CALIFORNIA
AND SYMINGTON

Congressional Record, December 18, 1974
PP. H 12210, 12211, 12213

MR. BROWN.of California. Mr. Speaker, the distinguished
rman of the committee mentione¢ the colloquy with the
:leman from Missouri (Mr. Symington) with regard to

»d for Peace," which occurred on the floor of the House

. the bill was before us, and there is a similar colloquy
reen Senators Hatfield and Humphrey as reflected in
:erday's Record on page S21794 with regard to the per-
:age of the title I Food for Peace which will be allo-

:«d to the countries which are not on the U.N. list of
lountries ''most seriously affected" by the current world

| crisis.

I wish to ask the distinguished chairman of the commit-
if he is in agreement with the interpretation contained
che remarks of Senator Hatfield with regard to the pro-

.ons in the conference report.

MR. MORGAN. Mr. Speaker, as the gentleman remembers,
House bill had no similar provision dealing with food

MR. BROWN.of California. That is right.

MR. MORGAN. Our committee of conference, however, adopted
Senate language favoring more food for those who need more

We believe the language in the conference report moves

).
It puts emphasis on food assistance to the

that direction.
rest countries.
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MR. SYMINGTON. Mr. Speaker, I take this opportunity
to refer again to the food-for-peaceprovisions of the bill.
The record is now explicit with respect to what is meant
by concessional food aid, in section 55(a)(5).

It is clear from the colloquy that occurred in the
other body, and here, that what is meant by that sub-
section is that not more than 30 percent of title I con-
cessional food sales may be allocated to countries other
than those most seriously affected by food shortages.

The word concessional is a term of art. It only refers to

title I sales for foreign currency. It means sales on con-
cessional terms. It is not used redundantly in this or any
other section. It is not used with respect to title II,
the title which deals with grant programs.

It is quite important that we nail this down for the
record. We are not talking about 30 percent of the total
of food aid under title II plus concessional aid under
title I, but only of title I concessional food aid. For
the coming fiscal year, this would be restricted to the
amount of $255 million. I am glad both bodies have ac-
cepted this interpretation.
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The Honorable Daniel Parker '
Administrator
Agency for International Development
Department of State
Washington, D. C. 20523

Dear Dan:

May we offer our warm thanks for your assistance during the
consideration of the Foreign Assistance Act. Your patience
and cocoberaticn throughout our work on this legislation was
most appreciated by all of those involved.

( It is our understanding that some question has been raised
concerring the interpretation of Section 55 of the Foreign
Assistance Authorization Bill as reported by our Conference
Committee and passed by the Congress. Section 55(a)(5)
provides that "not more than 30 percent of concessional food
aid should be allocated to countries other than those most
seriously affected by current food shortages, unless the
President demonstrates to the appropriate committees of the
Congress that the use of such food assistance is solely for
humanitarian food purposes."

It is the clear intent of the author, Conference Committee,
and the Congress, as duly demonstrated in various colloquys
on the issue, that the 30 percent limitation apply solely
to Title I of PL 480. While the denotation of the word
"concessional" might be interpreted to apply to both conces-
sional sales and grants the connotation of the word as
applied to our food assistance programs is that referring
to sales and loans only. In offering this provision, the
author's intent was that the 30 percent limitation apply to
Title I of PL 480 only and using Title I program funds as a
base upon which the 30 percent limitation is applied.



The Honorable Daniel Parker
Page Two December 23, 1974

Since this was a Senate provision, drafted by Senator Humphrey
and clarified specifically in our colloquy, it should be clear
that there is no room for any other interpretation. As the
Senate was the initiator of this amendment, and as it was our
position which was accepted in the Conference, there is no
possibility for doubt over its meaning.

Our interest in including this restriction is not to encumber
the program with permanent programming mandates nor to dis-
courage political uses of food assistance with modesty in time
when international supply conditions permit. Rather, our con-
cern is that a sense of balance between political and humani-
tarian objectives be restored in our Food for Peace programs.-
Frankly, unless such a balance is attained the future of the
program may be jeopardized as confidence in the humanitarian
aspect of the program is lost.

We are most anxious to work with you in the spirit of coopera-
tion which has characterized the passage of the Foreign Aid
Bill and,. therefore, want you to be totally clear about the
intent and effect of this aspect of legislation which the
Congress has passed.

Sincerely,

-

HUBERT H. ﬁUMPHREf MARK O. HATTIELD

o
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480 1975 PROGRAM ALTERNATIVES

TAKING INTO ACCOUNT RECENT

CONGRESSIONAL ACTION

(Outlays in millions of dollars)

£ I COMMODITIES

Carry-in ..

ooooooooooooooo

Allocated in 1975:

1. Subject to 30% 1limit
Middle East ........
Vietnam ....eceoenass

Chile

KOTEa .. veesvsoanans
Indonesia ....cceces

Other

--------------

Subtotal .........
2. Not subject to 30%

limit

Cambodia ....vevese
Pakistan ..c.ceesovee
South Asia .....0...
Other «.veecaarsnsos

Subtotal ..c.ce..-

Total 1975 Allocations ...

TOTAL TITLE I COMMODITIES ......

TOTAL TITLE II COMMODITIES .....

TOTAL COMMODITIES ..... oo

Freight costs
Deduct receipts

TOTAL P.L.

---------------

480 .. i

Commodity quantities:
(millions of tons)

...............

---------------

Alt.
(for ret-
erence only)

01d

53

139
101

106
30

439

#3

TAB B

56

133
101
53
85

373
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<
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P.L. 480 1975 FUNDING ALTERNATIVES

AND COUNTRY PROGRAMS

(§ millions)

TITLE I COMMODITIES

Southeast Asia:

Cambodia........vvviienn...
Vietnam .....ceoeieeeieeeeoens

Subtotal ......c.citee.n..

Middle East:

Egypt coeiiiiiiiii it
Israel ........ .. i

Jordan ........0 0.,
SYyria ....cieeiiiieiiieenans

Subtotal ......cei0ieien..

Traditional Recipients:

Chile ....iiiiiieinieeennns .
Korea .......ciitiieencenceans
Indonesia .....c.cviieeiiienn
Pakistan ......ccciiieienenn.

Subtotal ......0tivivven.

Asian Subcontinent:

Bangladesh .................
India ......iiiiiiiineninan
Sri Lanka ..........c.a.

Subtotal .....ceieicncnnn

Other Countries and Carry-In:

Other Countries ......ece...
Carry-In ......ciiviiinnnn.
ReseTve .ivveererennennennn

Subtotal .........c.c.....

TOTAL TITLE I COMMODITIES .

TITLE II COMMODITIES .........

TOTAL COMMODITIES .......

Freight Costs ................
Deduct: Receipts .............

PUBLIC LAW 480 - TOTAL ..

DECLASSIFIED
£.0. 12755, Sec. 3.4 (b)

White House Guide Lines, Feb. 24, 1983

gy SOHDNARS, Date dui®

TAB C

Alt. #1 Alt. #2 Alt. #3 Alt. #4
158 158 158 158
101 101 101 101
259 259 259 259
88 88 88 88

9 9 14 26

4 4 5 7

32 32 32 32
133 133 139 153
53 53 53 65
30 30 106 124

- - 30 43
18 18 44 53
101 101 233 285
98 171 138 191
88 116 88 169

- 11 11 11
186 298 237 371
9 19 27 35
53 53 53 53

- 15 - -

62 87 80 88
741 878 947 1,155
352 352 352 352
1,093 1,230 1,299 1,507
134 136 140 147
-274 -274 -274 -274
953 1,092 1,165 1,380
12/7/74




THE WHITE HOUSE

WASHINGTON

ACTION
December 23, 1974
MEMORANDUM FOR: THE PRESIDENT’ .
FROM: ROY L. é%gfrcqf
SUBJECT: 1976 P.L. 480 Budget Decision

Attached at Tab A is the issue paper provided to you earlier on
P.L. 480 food aid for 1976, on the basis of which you decided upon
Alternative #2--budget outlays of $861 million and 4.7 tons of
grain shipments. Dr. Kissinger in the memorandum attached at

Tab B asks that you reconsider your decision and choose Alterna-
tive #1, which has budget outlays of $1.18 billion and provides
grain shipments of 6.2 million tons.

The points that Dr. Kissinger's memorandum raises and OMB's views
on them are as follows:

1. His memorandum suggests that the price effects of the larger
program which he proposes will not be significant. This is based on
the assumption that world-wide weather conditions next year will be
normal to better than normal.

As our experience of the past two years has shown, however, we cannot
count on good weather. Had we done so this year and moved forward with
a large scale food aid program, prices might well be considerably higher
than they are today, possibly sufficiently high to create irresistible
pressure for export controls. Even relatively small increases in food
aid can lead to rather large price swings. If, on the other hand,

we have good crops, falling prices may permit us to ship a larger
volume of food under Alternative #2 than seems possible now.

2. Dr. Kissinger believes that the higher Alternative #1 level of
food aid will be strongly supportive of our internmational interests,
particularly as they relate to a U.S. leadership position in follow-
ing up on the World Food Conference.

OMB believes that the Alternative #2 level also supports our interna-
tional efforts to emphasize food production and is more consistent with
our efforts to shift part of the burden of food aid to other countries.
Your initial decision on 4.7 million tons of grain constitutes 47 per-
cent of the World Food Conference target of 10 million tons of grain

for all food aid donors including the o0il rich countries. Raising the
U.S. program to 6.2 million tons under Alternative #2 would offer little
room and little incentive for other countries to do more.

2.0, 12255, Sac. 3.4 (b) :
White House Guide Lines, Feb. 24, 1983 ‘
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3. His memorandum states that the higher level would win strong
support from domestic proponents of food aid who support its use for
humanitarian purposes.

The larger program under Alternative #1 would not, however, provide
additional food to those countries with a humanitarian need, but to

the Middle East and Korea where there is no pressing food requirement.
The higher program would raise the proportion of food aid going to
countries less seriously affected by rising prices for oil and food

to almost half of Title I concessional sales. This is far above the

30 percent 1imit set by Congress for these countries in 1975. Thus,
approving this level would surely elicit a strong adverse reaction from
the Congress and probably lead to tighter legislative restrictions on
food aid.

4. Dr. Kissinger points out that the dollar level of Alternative #2
may well be Tower than in 1975, leading to the charge that the United
States is doing less food aid.

As the World Food Conference demonstrated, however, food aid recipients
are most concerned about the quantities of food that they are likely to
receive. Alternative #2, which you earlier approved, exceeds the
quantitative levels you are considering for this year by 5-10 percent
and, in addition, allocates a much larger proportion of the program to
countries most in need of food aid.

Decision:

Approve Secretary Kissinger's appeal ($1.18 billion)

Reaffirm your decision of $861 million (OMB
recommendation

Attachments

"\,
- L S
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DEPARTMENT OF AGRICULTURE
1976 Budget |
Issue 11b: P.L. 480 Food Aid Program for 1976

Statement of Issue

- What should the level and composition of food aid be in 1976
in view of uncertainties-in commodity availabilities and con-
tinuing pressures for a sizable increase in the U.S. food aid
program particularly for humanitarian purposes?

P.L. 480 Outlays

1974 1975 ) 1976
' Alt.#1 Al-.74 Alt.#1 Alt.#2 Alc.25
AID OMB. “USDA
Req. Rec. R=zq.
. (§ millions)
: Title I Commodity
( Costs 568 741 1155 921 662 617
Title II Commodity '
Costs 283 352 352 326 283 252
Subtotal 851 1093 1507 1247 945 879
Freight Costs 112 134 147 180 151 138
Receipts (-) 324 274 274 246 235 235
Total 639 953 1380 1181 861 782
Grain Equivalent. 3.1 3.8 5.3 6.2 4.7 3.8
(million metric
tons) )
Background

Members of Congress, the public and foreign governments will be
watching the level of food aid planned for in 1976 compared with
that chosen for 1975 as an indication of U.S. intcntions regarding
the futurc of food aid. 1In that contex', the commodity level of
food aid chosen for 1975 sets a minimum for the 1976 program if
the Administration is to signal its resporsiveness to continuing
pressures for large scale food aid.
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USDA plans no acreage limitations on P.L. 480 commodities in
1976. Thus, with normal weather conditions, supply 1is expccted
to ease and prices to fall below current levels by roughly 20%.
However, major uncertainties remain regarding commodity avail-
abilities and prices as well as the 11ke1y neceds abroad for
food aid in 1976.

Alternatives
#1 Undertake a large scale food aid program of
$1,181 million (State /AID Req.)
#2 Provide for a program of $861 million (OMB
Rec.)
#3 Mount a P.L. 480 program of $782 million

(USDA Regq.).

Analysis
‘The Level

The major focus of recent public and Congressional pressures
to increase food aid has been largely on expanding ccmmodity
levels; -comparisons between the levels of food aid in 1975
and 1976 are likely to te on the same basis. An additional
element in considering the level for 1976 is fulfillment of
the U.S. pledge at the World Food Confzrence to participate
in prov1d1ng ten million tons of grain for food aid; the
U.S. share in the global commitment, to be. ncgotlated in
early 1976, is likely to be about 40 or four million tons.

P.L. 480 Levels

1976
State,
: 1975 USDA OMB  ATD
Alt.71 Alt.%2 Alt.¥3 Alt.74 Req. Rec. Req.
Commodity Levels 3.8 4.1 4.5 5.3 3.8 4.7 6.2
(million metric
tons of grain)
Budget Outlays - 953 1092 1165 1380 782 8§61 1181

The higher grain lecvel per dollar in 1976 reflccts the lower USDA
price cstimatcs for that year.
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Program Composition

Only the State/AID request and the OMB recommendation for 1976
include proposed program composition by country. They both:

o

Provide full neceds for Southeast Asia.

Provide substantial food aid for possible needs in

- South Asia and for five smaller country programs.

The OMB

(]

Provide the full request level for Chile and a
sizable worldwide reserve for contingencies.

recommendation differs from the State/AID request by:

Eliminating the program for Kerea. . The Korean program
is the largest single program proposed for 1976. The
tight commodity situation in 1974 and 1975 has pre-
vented fulfillment of the U.S. commitment to provide
large scale food aid to Korea in exchange for limi-
tations on Korean textdile exports to the U.S. If

the supply situation for P.L. 480 commodities should
ease in 1976, pressurcs will increase to resume large
scale food aid. However, by contributing to upward
pressurcs on prices of food and textiles in the United
States and so contributing to inflation, the Korean
textile agreement no longer serves U.S. interests.
Moreover, a $150 million program for Korea--neither

.one of the neediest LDC's nor among those most

seriously affected by rising oil prices -- may pro-

voke public and Congressional criticism and lead to

efforts to restrict food aid to_largely humanitarian
purposes. ‘
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