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FOOD AID REFORM

THE CHANGING NATURE OF FOOD AID

The original motivation for P.L. 480 now seems 

outdated. Under this law, the bulk of U.S. food aid 

is designated for two main purposes: 1) emergency 

food aid, usually triggered by famine or disaster; 

and 2) funding “non-emergency development” 

programs, by selling any remaining surplus on 

international markets (also called “monetization”). 

When it was enacted, one of P.L. 480’s objectives 

was to distribute American commodity surpluses in 

strategic locations in order to avoid price depressions 

at home.6 Today, advocates of the program highlight 

its direct humanitarian objectives and how food aid 

connects American farmers to global food security 

and development programs. 

Over the past decade, Congressional appropriations 

for this program have ranged between $1.18 billion 

and $2.32 billion (Figure 1).7

 

However, due to rising costs in shipping and 

transport, and of the commodities themselves, the 

same amount of funding reaches only half as many 

people as it did five decades ago.8 In addition, recent 

U.S. budgetary constraints have sapped funding 

levels – in the past four years appropriations have 

decreased 37% from their peak in FY2009. 

U.S. FOOD AID AND THE NEED FOR REFORM

With nearly 850 million people in the world facing 

food insecurity and 34 countries in need of food 

assistance, food aid and agricultural development 

are paramount to achieving global food security and 

preventing hunger-related conflict.1 Famine, drought, 

and conflict make life unbearable for millions of people 

across the world, often in the most vulnerable places. 

Emergencies create conditions where households 

teeter on the brink of food insecurity. In 2011, natural 

disasters affected 206 million people, and the 

frequency of these events doubled between 1980 

and 2010.2 Given these challenges, the need for U.S. 

emergency assistance and long-term development 

programs will only continue to grow.

Today, the U.S. Government is the world’s largest 

food aid donor by far, providing aid through a program 

called Food for Peace, commonly known as P.L. 

480.3,4  Authorized in 1954 under the United States 

Department of Agriculture (USDA) and implemented 

through the United States Agency for International 

Development (USAID), this program has fed more 

than 3 billion people in 150 countries over its lifetime. 

However, times have changed since the 1950s, 

while the food aid program has not, resulting in poor 

resource allocation, administrative inefficiencies, and 

delays in shipping food to emergencies. With the right 

reforms, the U.S. Government could reach millions 

more beneficiaries, at no additional cost.5
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FIGURE 1

FOOD FOR PEACE (P.L. 480 TITLE II) FUNDING LEVELS
FY2003 – FY2013
(IN $ MILLIONS)
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Source: USDA Annual Budget Summary, various years and InterAction budget tables.

*FY2013 Title II appropriation is $1,435,000,000 minus 5% for sequestration and a 0.1% rescission.

Congressional appropriations are the legally set limit for spending within a given program account. Program levels are the value of goods 

and services provided in a fiscal year and may reflect account transfers.
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The United States, unique among donor countries, 

provides almost all of its food aid in-kind, rather than 

in cash.9 While supporters of the status quo argue 

that there may be nominal benefits to U.S. agriculture, 

this approach has led to a myriad of unintended 

consequences, including inefficient resource flows, 

time delays, and extra costs. Three aspects of the 

program need reform: 1) monetization; 2) delays 

in delivering food aid; and 3) the requirements of 

Agricultural Cargo Preference. 

MONETIZATION

Emergency assistance is primarily provided through 

the World Food Programme (WFP) and NGOs, typically 

referred to as “private voluntary organizations.” 

Based on the nature and location of emergencies, 

private voluntary organizations may not use all of the 

agricultural commodities they receive for emergency 

food aid. P.L. 480 allows them to “monetize,” or sell, 

excess commodities on local markets to finance 

their non-emergency development programs. Recent 

legislation provides these programs with a “safe box,” 

or a minimum level of funding, used to purchase, 

pack, and ship in-kind commodities.10 While the 

stated end goals of these programs are laudable, 

monetization is an economically inefficient means 

of supporting development activities compared with 

directly financing them with cash. The Government 

Accountability Office (GAO) found that average 

cost recovery rates were 76% for USAID programs – 

meaning that for every $1 the Government spends on 

buying agricultural commodities, 24 cents are lost, on 

average, when organizations sell those commodities 

on the market. Between FY2008 and FY2010, $219 

million in food aid resources was lost as a result of  

low cost recovery rates in monetization activities.11  

In addition to the inefficiency of the program,  

some evidence suggests that monetization has  

the potential to damage local agricultural markets  

when food aid shipments constitute over 10% of 

domestic production.12 

DELAYS IN DELIVERING FOOD AID  

Not only is monetizing food aid economically 

inefficient, shipping food aid overseas also requires 

more time, inhibiting the ability of the U.S. to respond 

to pressing emergencies. In 2009, the GAO analyzed 

WFP data and found that shipping U.S. commodities 

to Africa delayed food aid arrivals and cost more 

than purchasing commodities from local traders and 

farmers.13 This analysis looked at ten sub-Saharan 

African countries for the period 2004–08 and found 

that the median delivery time when sourcing locally 

was four months shorter and cost 34% less than 

traditional methods. In Malawi, in-kind international 

donations took four months to reach beneficiaries, or 

four times as long as locally procured aid. 

Similarly, a study of the Local and Regional 

Procurement Pilot Program (LRPPP) mandated in 

the U.S. 2008 Farm Bill found time savings of nearly 

14 weeks when sourcing from local markets (see the 

following pages for more detail).

CURRENT CHALLENGES TO FOOD AID DELIVERY
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Local and Regional Procurement:  
Does it Perform Better?

In response to concerns about the 
cost-effectiveness and time delays 
in shipping overseas food aid, the 
2008 U.S. Farm Bill authorized a 
$60 million pilot project to test the 
potential advantages of local and 
regional procurement.

Researchers from Cornell  
University sought to test local  
and regional procurement on a 
variety of dimensions: timeliness, 
cost-effectiveness, smallholder 
incomes, price volatility, and 
recipient satisfaction. Projects  
were evaluated in nine countries: 
Kenya, Uganda, Burkina Faso, 
Niger, Mali, Zambia, Guatemala, 
Kyrgyzstan, and Bangladesh. 

THE RESULTS WERE VERY POSITIVE: 
 A 59% reduction in response times 

– nearly 14 weeks (Figure 2). 

 Cost savings of 34% for pulses and 
54% for cereals were achieved  
(Figure 3).

 In Burkina Faso, smallholder farmers 
received higher prices and had 
lower transaction costs. 

 In most cases, local and regional 
procurement did not affect price  
levels or volatility.

 Recipients unconditionally preferred 
locally produced commodities.14 
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FIGURE 2

DELIVERY TIMES, IN WEEKS, OF LOCAL AND REGIONAL PROCUREMENT 
VS. TRANSOCEANIC FOOD AID
(IN WEEKS)
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Source:  Lentz, E., Barrett, C., Gomez, M. (2013). In the study, trans-oceanic deliveries were split into two categories: 1) actual arrivals and  
2) truncated arrivals; however, this graph only displays actual arrivals. Actual arrivals represent accurate shipment dates. Truncated arrivals 
were used to represent shipments that had not yet arrived prior to the analysis. These were based on the latest confirmed date that the 
shipment had not arrived and were thus underestimated.
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Local and Regional Procurement Transoceanic Food Aid
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FIGURE 3

COST OF LOCAL AND REGIONAL PROCUREMENT  
VS. TRANSOCEANIC FOOD AID
(COST PER TON, IN DOLLARS)
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Source:  Lentz, E., Barrett, C., Gomez, M. (2013).
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While these results affirm the efficiency of sourcing 

emergency food from local markets where possible, 

there are important considerations in the choice and 

implementation of local and regional procurement, and 

flexibility is advised. Careful market monitoring of local 

impacts on food prices and standards on food safety 

must be addressed, or local and regional procurement 

may have unintended and adverse consequences. 

Additionally, there are instances when transoceanic 

freight is more cost-effective or timely. For instance, 

in the case of shipping food aid from the U.S. along 

popular trade routes, savings from local procurement 

decrease significantly (e.g. Guatemala, Bangladesh). 

Thus, it is essential for policymakers to allow for 

flexibility so that administrators can determine the 

best approach. 

AGRICULTURAL CARGO PREFERENCE

In an effort to support national security interests and 

“buy American,” the Cargo Preference Act requires that 

50% of food aid must be transported on “U.S.-flagged 

vessels.”15 National security objectives for Agricultural 

Cargo Preference are to retain “military-capable 

commercial U.S.-flag vessels” and to “maintain 

employment for American maritime workers.” In reality, 

only 12% of eligible ships are defined as “militarily 

useful” by the Department of Transportation Maritime 

Administration.16 And while employment figures are 

hard to come by, the best research available estimates 

the number of American crew members on these 

ships at just 1,414. The most recent data available, from 

FY2006, shows that compliance by USAID and USDA 

with the Agricultural Cargo Preference rules increased 

food aid cargo costs by 46%, or approximately $140 

million that year. Based on that figure, this amounts to 

an additional cost of $99,000 per crew member.17 This 

is a high cost, given that in the six decades in which 

food aid has been delivered, there has not been a  

single documented instance of a civilian crew  

member being called up for military duty or for  

national security reasons. 

American shipping companies have lobbied for  

years to maintain the food aid status quo. It is in 

their self-interest to do so, and many American 

politicians have supported them, weighing political 

expediency over sound public policy. However, due 

to a lack of competition and an inefficient bidding 

process, this cargo preference requirement costs 

a substantial premium. Oxfam has calculated that 

procuring shipping on the open market would permit 

the purchase and delivery of 15% more tons of food for 

the same price.18 The GAO found that cargo preference 

requirements negatively affected programs on the 

ground by increasing shipping costs and reducing the 

volumes of commodities that were transported.19 

Ironically, many of the windfall gains of this ostensibly 

pro-American program accrue not to U.S. companies 

but to foreign shipping lines. For example, the main 

criterion of the Agricultural Cargo Preference act 

stipulates that the company must be American, 

but these “American” companies can include 

foreign-owned subsidiaries. While data is privately 

held and many ownership structures are opaque, 

researchers from Cornell University found that one of 

the world’s largest carriers, A.P. Moller-Maersk Group 

(headquartered in Denmark), owns at least 21 of the 

144 vessels in the Agricultural Cargo Preference fleet.20  
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THE OPPORTUNITY FOR REFORM

Reforming the U.S. food aid delivery system would 

drive cost-efficiencies in a current climate of austerity. 

As government agencies are being asked to “do more 

with less,” the following recommendations for food aid 

reform represent straightforward policy improvements, 

enabling U.S. taxpayer dollars to reach millions more 

beneficiaries without adding a dime to the budget.21 

END MONETIZATION. To enhance the cost-efficiency 

of U.S. food aid and to reach more recipients with 

each dollar spent, greater flexibility for agencies and 

implementing partners is needed. Ending monetization 

would allow private voluntary organizations to accept 

cash vouchers in addition to commodities, as 

appropriate. Under the right circumstances, in-kind 

food aid can be helpful to beneficiaries. However, 

enabling development partners to have more  

options to make the best choice will greatly improve 

the system. 

EXPAND LOCAL AND REGIONAL PROCUREMENT. 

Cash vouchers present private voluntary organizations 

with an opportunity to source food aid locally, 

where appropriate. Evaluations of local and regional 

procurement show that this approach can help food 

to reach beneficiaries months faster, while requiring 

fewer resources and responding to beneficiaries’ 

preference for local food. The aforementioned pilot 

studies show promising results, and versions of this 

approach are already happening through the WFP’s 

Purchase for Progress program. Local suppliers are 

being contracted to provide food for school feeding 

programs, thus bolstering economic development 

while simultaneously meeting food needs.

END AGRICULTURAL CARGO PREFERENCE. 

Reforming Agricultural Cargo Preference requirements 

would reduce costs associated with shipping food 

aid and would allow the United States to reach more 

beneficiaries at the same (or even lower) cost. 

ENSURE ADEQUATE LEVELS OF FOOD AID – AND 

THAT COST SAVINGS FROM REFORM REMAIN 

ALLOCATED TO FOOD AID. Given the constrained 

budgetary environment in the U.S. and recent trends 

of declining funding levels for P.L. 480, the U.S. 

Government should maintain or increase current 

funding levels for the program. If reform measures 

take place and cost savings thus accrue to the 

Government, those savings should be directed back 

towards P.L. 480.
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