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Food Aid: Politics or Philanthropy?

* Food aid flows are strongly positively correlated with
donors’ stocks (Barrett and Maxwell, 2005).

 Food aid may be detrimental to the recipient country by
depressing local food prices and creating production
disincentive effects (Schultz, 1960).

« 88% of food aid tied to procurement in donor countries.
Costs of local purchases are 46% and of triangular
transactions 33% less than those of tied direct aid
(OECD, 2006).



Food Aid in the Uruguay Round:
two distinct concerns

« Article 10.4 (Agreement on Agriculture)

=> reflects a concern that food aid donors could
circumvent their export subsidies obligations

 Marrakesh Decision on Measures Concerning the

Possible Negative Effects of the Reform Programme on
LDCs and NFIDCs

=> commitment to sufficient food aid levels to meet the
legitimate needs during the reform programme



Art. 10.4 (10 July Ag-Modalities)

« General disciplines: (a) needs-driven; (b) in fully grant
form; (c) not tied to commercial exports (d) not linked to
donors‘ market development objectives of donors, (d) no
re-exports

« Safe Box: (a) declaration of an emergency by recipient
country or UN Secretary-General, or emergency appeal
by UN and (b) UN/ICRC/IFRCRCS needs assessment

 Further disciplines for non-emergency food aid, incl.
targeted assessment of need and preventing or at the
very least minimising commercial displacement.



Monetization: Continuing differences

« EC: Phasingout US: Continuation
« Compromise proposals: UN agency involvement

« July 10 Modalities Text (re)-broadens the scope
for food aid monetization: [to fund activities that
may have humanitarian development objectives
but only where they are directly related to the
delivery of food aid...]



How to maintain sufficient levels of
food aid In the era of high prices?

e 923 million permanently undernourished people
(+75 mio.) & WFP costs increased 55%

« Commitments as a follow-up to the Marrakesh
Decision? Food Aid Convention?

 WFP funding over UN budget assessment to
meet ongoing increases in WFP requirements



The Future of Food Aid?

Safe Box ensures emergency food aid not impeded

Non-emergency food aid: financial aid is the preferable
way to fund direct distribution of food (OECD, 2006)

Food insecurity less a matter of quantities of food
produced than of who has access to food available, i.e.
the question is one of purchasing power

If Aid for Trade is properly targeted to the food insecure,
It could potentially replace most non-emergency food aid



