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REFORMING FOOD AID:
DESPERATE NEED TO DO BETTER

WEDNESDAY, OCTOBER 7, 2015

HOUSE OF REPRESENTATIVES,
COMMITTEE ON FOREIGN AFFAIRS,
Washington, DC.

The committee met, pursuant to notice, at 10:14 a.m., in room
2172 Rayburn House Office Building, Hon. Edward Royce (chair-
man of the committee) presiding.

Chairman ROYCE. This committee will come to order. This morn-
ing we are going to discuss the need to bring more flexibility and
efficiency and effectiveness to our U.S. international food aid pro-
gram.

And let me mention at the outset that there is a problem at the
tarmac at Reagan Airport so we are going to see Mr. Engel in a
while, but he is en route.

So let me make the observation that a number of the members
of this committee had an opportunity to travel with me to Tacloban
after the horrible typhoon hit that island and see what the situa-
tion was like on the ground. Had it not been for the ability to work
around our food aid program and get food there directly, had the
food been shipped from the United States it would have taken 6
months.

Fortunately, food was prepositioned in advance of the hurricane
season so it took 6 weeks. But had USAID not found a way to work
around the restrictions, get the local purchases, get the voucher
program in place, and start feeding people that week, you would
have had an absolute crisis on Tacloban. I and other members of
our committee saw that.

So over the last 60 years the U.S. Government, in partnership
with American farmers, as we know the history, and in partnership
with shippers and NGOs, has helped to relieve the suffering of bil-
lions of starving people worldwide, but that proud legacy shouldn’t
blind us to needed reforms here today. Desperately needed reforms.
As we will hear today, our food aid is needlessly expensive, it takes
too long to arrive, and it often does long-term damage to local
economies.

So those are the issues we are going to be discussing. Despite the
fact that obtaining food closer to an area in crisis or providing
vouchers can save time, money, and lives, current law requires that
our food aid be purchased in and shipped from the United States,
6 months away. And that 6 months to get the food there, that is
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part of the problem. We are the only country that continues this
approach to food aid.

These requirements have real-life consequences. As Andrew
Natsios, a former administrator of USAID, told this committee, “I
watched people die waiting for food aid to arrive.” So again it took
4 weeks when we prepositioned for U.S. food to arrive in the Phil-
ippines following the typhoon, it took 6 weeks to arrive in Nepal
following the 2015 earthquake, and our food aid program simply
wasn’t able to provide food when and where it was needed the
most.

Not only do U.S. purchase and shipping requirements slow us
down and add unnecessary transportation costs, by the way, they
can also distort local markets. That is the other thing we need to
look at. In 2008, Americans saw truckloads of U.S. food being deliv-
ered to northern Kenya where famine threatened to kill millions.
What we didn’t see, but now we understand, is that these truck-
loads of U.S. food depressed local prices and pushed farmers in
other parts of Kenya who had an abundant harvest. But we had
not transferred from where that harvest occurred to where the fam-
ine was occurring. That was not the way we addressed the issue.
So instead, it pushed those farmers into deeper poverty, into bank-
ruptcy. Local purchases of food would have avoided this dev-
astating consequence, but that was not an option at the time under
the rules.

And this scenario has played out again and again from Afghani-
stan to Haiti.

The challenges of food aid have changed since the program was
first established in the 1950s. More and more in areas of conflict
food is being used as a weapon against the population. Groups like
ISIS and al-Shabaab are manipulating food aid. Convoys are being
attacked. Some countries hosting large numbers of refugees have
seen food aid destabilize their economies, and that makes the refu-
gees unwelcome in their minds. Here again, the use of more flexi-
ble food aid tools could work, but we need a little flexibility in the
equation and that is what we are trying to engineer here.

Current law has not kept pace with today’s world. Our Govern-
ment no longer holds surplus food stocks. Agricultural prices are
stable, U.S. agricultural exports are at an all-time high, and de-
mand is expected to increase. U.S. ports are doing quite well. Using
food aid as a means to subsidize our economy can’t really be justi-
fied in situations where there is an emergency.

And the “auxiliary reserve” that U.S. shipping requirements sup-
posedly support—it has never been called up. In fact, the majority
of U.S. ships that move food aid are not even “militarily useful.”
Those that are, ultimately those are foreign owned. They are not
owned by U.S. shipping companies.

For the past 3 years, we have been fighting to advance common
sense solutions that would enable the U.S. to reach more people in
less time at less expense, and we have been fighting to put the em-
phasis back on saving lives. We have made some progress but it
is not enough.

If we allowed for just 25 percent of the Food for Peace budget to
be used for more flexible food aid approaches when there is an
emergency, like local purchase, vouchers or transfers, we could re-
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duce our response time from months to hours and reach at least
2 million more people with lifesaving aid. If we bump that number
up to 45 percent we could reach 6 million more.

As we will hear today, we are in desperate need to do better. We
need to embrace common sense reforms that allow us to use the
right tool at the right time in the right place.

With that I will turn to Mr. Engel after he arrives, after the tes-
timony of our four witnesses. And let me introduce Mr. Dan Glick-
man. Many of us know him as the former Secretary of Agriculture
from March ’95 until January 2001, and he served in the House for
18 years representing the fourth district of Kansas.

Dr. Raj Shah served as the 16th administrator of the U.S. Agen-
cy for International Development where he led the Feed the Future
and Power Africa initiatives.

Dr. Chris Barrett teaches economics at Cornell University. Dr.
Barrett has won several national and international awards for his
research, which focuses on international agricultural development
and on poverty reduction.

Reverend David Beckmann has been president of Bread for the
World since 1991 during which time he has fought to overcome
hunger around the planet. He was recognized with the World Food
Prize for his contributions.

And we appreciate this distinguished panel here today. Without
objection, the witnesses full prepared statements will be made part
of the record. Members here will have 5 calendar days to submit
any statements or any questions or any extraneous materials for
the record.

And Mr. Glickman, please summarize your remarks, if you will,
Mr. Secretary. Thank you.

STATEMENT OF THE HONORABLE DAN GLICKMAN, VICE
PRESIDENT AND EXECUTIVE DIRECTOR, ASPEN INSTITUTE
CONGRESSIONAL PROGRAM (FORMER SECRETARY, U.S. DE-
PARTMENT OF AGRICULTURE)

Mr. GLICKMAN. Thank you, Chairman Royce. It is an honor to be
here to see former colleagues. I served with Dana Rohrabacher, I
think it was on the House Science Committee, a long time ago. We
both look pretty good, but it was a long time ago. And then of
course Karen Bass just recently accompanied several of your col-
leagues on a visit to Tanzania as part of the Aspen Institute.

So I am delighted to be here. And I think I am really here as
much in my former role as Secretary of Agriculture and as a Con-
gressman from Kansas and an agriculture guy, who sometimes ag-
riculture and humanitarian interests are not necessarily on the
same wavelength as it relates to the issue of food aid reform and
flexibility. So I just wanted to give you my thoughts and thank you
so much for having this hearing which is extremely important.

I do agree with you, Mr. Chairman, that offering more flexibility
in how food aid is distributed will allow the U.S. to feed more hun-
gry people more quickly while empowering them to, over time, feed
themselves. My first point I would make is in the last decade
changes in the number and nature of conflicts, humanitarian disas-
ters, massive migration, and refugee crises are forcing the United
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States and the world at large to rethink old paradigms about how
we can deliver food assistance effectively and efficiently.

This year, for the first time in history, we are facing four Level
3 humanitarian crises, Syria, Iraq, Yemen, and South Sudan. More
than ever before our food aid resources are strained. And not too
long ago the head of the World Food Program said that we did not
have enough resources, either the United States or the world, to
provide adequate food assistance to the refugees in Syria. This is
a big problem, and it is an important problem for the United States
because we provide roughly about half of the food assistance in the
world and we are viewed as a great leader.

So to alleviate short term hunger in both emergency and non-
emergency situations, the U.S. needs a range of food and aid tools
including food vouchers, local and regional purchase, in-kind sup-
port, and in some cases direct cash assistance. These tools have all
been introduced on at least a limited basis over the past decade.

My colleague and friend Raj Shah has done a transformational
job at USAID trying to do this within the statutory authority that
we are given. But as you point out, Mr. Chairman, statutory limita-
tions often prevent policy makers from choosing the tool that will
best meet food needs for the greatest number of people.

Traditionally, food has been sourced from American growers.
That was in part based upon constant surpluses after the Second
World War, surpluses in corn and wheat and soybeans. And farm-
ers have deep humanitarian ties to the rest of the world. But those
surpluses drove the need for food aid based upon the direct transfer
of crops and commodities.

Those times have changed, as you point out. Supply and demand
are at much better equilibrium around the world, and the inhibi-
tions that you have pointed out through cargo preference, the NGO
process of monetization, are not necessary these days like they
might have been 20 or 30 years ago.

The complex nature of emergencies today and the circumstances
driving chronic hunger have rendered these approaches more ineffi-
cient than other delivery methods. Further, the food aid program
no longer yields the same benefits to American agriculture and
shipping industries as it once did. In fact, the whole scheme of hu-
manitarian assistance and its resources and infrastructure, both
how the U.S. does it and the rest of the world, is not up to the task
of today’s problems given the chronic crises we have.

Evidence suggests however that an important step in the right
direction is to make America’s food aid program far more flexible
and to favor a cash-based approach to ensure that we get the most
mileage out of every food aid dollar invested.

And this is not a one-size-fits-all. We will still need to provide
commodities as we did in Haiti, as we did in the Philippines. It has
to be part of our arsenal, but the statutory restrictions on how
much commodities are given and under what circumstances are
really hurting our ability to help people around the world. And
those points have been made, I think, by everybody here who is
talking about it. So, in my testimony I talk about the range of
changing in tools in terms of cargo preference, in terms of mone-
tization that need to be done.
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But I want to finish my testimony as the former Secretary of Ag-
riculture. I want to emphasize that U.S. agriculture can and should
be seen as an important partner in meeting food needs. Introducing
more flexibility into America’s food aid program will not negatively
impact the vast majority of U.S. food producers, but a failure to le-
verage the strengths of the U.S. agriculture and food sector will
negatively affect our ability to advance food security.

Food aid was responsible for about 1 billion out of 152 billion in
commodity exports last fiscal year. A recent report by the American
Enterprise Institute calculated that the share of U.S. corn produc-
tion the previous 6 years used for food aid was less than 0.1 per-
cent, and only 0.5 percent of corn exports were due to food aid pro-
grams. Because of global aid, global trade, other issues that are
coming up, the need for U.S. agriculture to benefit directly from the
shipment of American commodities overseas is not as great as it
used to be before, and in fact it has a negative impact on our abil-
ity to serve the world.

So, look, American agriculture has a lot to gain by stronger
economies around the world, greater exports generally, bigger pur-
chases of U.S. agriculture and fertilizer and related products, and
a much stronger worldwide economy will allow U.S. producers to
benefit rather dramatically. So it really is in our interest to make
these food aid programs more sensible and more flexible, and that
is the bottom line in all of this. It does not hurt American agri-
culture; it ultimately will help American agriculture rather dra-
matically.

So I urge this committee to consider U.S. agriculture a partner
in pursuing food aid reforms, to talk to people within the agri-
culture community, to find ways that we can work through some
of the politics of these problems, but at the same time recognizing
to feed a hungry world and to save millions of lives we do need to
make these programs much more flexible than they currently are.
Thank you very much, Mr. Chairman.

[The prepared statement of Mr. Glickman follows:]



Witness Statement of
Dan Glickman, Vice President and Executive Director, Aspen Institute Congressional Program before the
House Foreign Affairs Committee on
“Reforming Food Aid: Desperate Need to Do Better”
October 7, 2015 | 10:00 a.m. EDT

| would like to thank Chairman Royce, Ranking Member Engel, and all of the Members of the House
Foreign Affairs Committee for inviting me to testify. Under the leadership of the chairman and the ranking
member, this Committee has shown tremendous leadership on issues of global food security, whether through
the promotion of agriculture internationally as a poverty alleviation tool or in trying to identify the best means
of delivering food aid to hungry people. | am honored to join you today.

| strongly believe that development, alongside defense and diplomacy, is necessary to secure
America’s national security and economic interests. When countries are less afflicted by poverty and hunger
and more economically prosperous, they are more secure and offer greater long-term opportunities for US
businesses. Recently | led a congressional delegation to Tanzania where US government investments and
nongovernmental organizations (NGOs) are having positive impacts while opportunities for US growers and
agribusinesses abound. Although Chinese investment in Tanzania is pervasive, the people viewed America far
more favorably. America’s engagement in the developing world - particularly to root out poverty, hunger, and
malnutrition - is key to our future geopolitical strength.

To improve the lives of people in poor nations, we must look holistically at the linkages between
foreign assistance tools whether they include food aid, supporting emerging farming systems, improving
nutrition, providing adequate power and electricity, or building out rural infrastructure. In that vein, my
remarks will focus on the role food assistance can play in advancing global food security and responding to
emergencies. Offering more flexibility in how food aid is distributed will allow the US to to feed more hungry
people, more quickly while also empowering them to, over time, feed themselves.

In the last decade, changes in the number and nature of conflicts, humanitarian disasters, and massive
migration and refugee crises are forcing the United States to re-think how it can deliver food assistance
effectively and efficiently. Today, millions of people are hungry because of war, natural disasters, or
pandemics. Many are refugees or are internally displaced. These emergency situations are happening more
frequently and affecting more people. In FY14 alone, the Nepalese earthquake left more than one million
people in need of emergency food assistance; the conflict in South Sudan caused one third of the country’s
population to become food insecure; and the civil war in Syria has engendered the largest refugee crisis since
World War Il

Non-emergency food aid is also needed to address chronic hunger. Nearly 800 million people are
hungry more often than they are full, and many of these people, ironically, are smallscale farmers in Africa and
Asia. These people are hungry because of limited food supplies in rural areas and also because they are not
able to grow or sell enough food to make a livable wage.

To alleviate short-term hunger in both emergency and non-emergency situations, the US needs a
range of food aid tools including food vouchers, local and regional purchase, in-kind support, and in some
limited cases, direct-cash assistance. These tools have all been introduced on at least a limited basis over the
past decade. However, statutory limitations often prevent policymakers from choosing the tool that will best
meet food needs for the greatest number of people.

Traditionally, US food aid has been sourced from American growers, shipped on US flag carriers, and
delivered in the field by NGOs. In food aid’s early days, this approach helped meet food needs overseas while
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also creating a market for American producers and giving US flag carriers business, which helped keep skilled
mariners at work during peace times. Through a process called monetization, NGOs would sell the food once it
reached its destination, and use the proceeds to cover the costs of distribution and other development
activities.

The complex nature of emergencies today and the circumstances driving chronic hunger have
rendered this approach more inefficient than other delivery methods. Further, the food aid program no longer
yields the same benefits to America’s agriculture and shipping industries as it once did. The whole scheme of
humanitarian assistance and its resources and infrastructure is not up to the task of today’s problems.
Evidence suggests, however, that an important step in the right direction is to make America’s food aid
program far more flexible and to favor a cash-based approach to ensure we get the most mileage out of every
food aid dollar invested.

A cash-based approach to food aid allows a range of tools to be deployed depending on the nature of
the emergency and local context. There are three specific reforms that should be considered:

1) Current law requires that the majority of US food aid dollars be spent on in-kind assistance. According
to the Government Accountability Office (GAO}, food from the United States takes four to six months
to reach beneficiaries. In cases of immediate need, waiting three months for food could mean the
difference between life and death. GAO also found that shipping food from the United States to sub-
Saharan Africa took 100 days longer than procuring food from local or regional sources. Shifting to a
cash-based approach allows people to be served more quickly while stimulating local markets. In a
cash-based system, in-kind support can still be provided when local food supplies are lacking or there
are desperate nutrition requirements. Cash-based food aid also has the same safeguards in place as
in-kind food assistance and can recognize America’s contribution in the same way in-kind support
does.

2) NGOs play an invaluable role in making sure food reaches hungry people. Yet the process of
monetization is an inefficient way to cover distribution costs. It can also distort local markets, driving
down food prices and negatively affecting local producers. In recent years, the US has expanded the
ability of the 202{e) account to cover the costs of food distribution and, as a result, monetization has
decreased. This flexibility should continue and the US should consider scaling down the share of food
aid that requires monetization from 15% to zero.

3) In-kind food assistance should always be included in the range of food aid tools. To ensure it can be
deployed efficiently, the US should review cargo-preference requirements. US law currently requires
50% of in-kind food contributions to be shipped on US flag carriers. GAC found that this requirement
increased the overall cost of shipping by an average of 23%. Reducing or eliminating food aid cargo
preference requirements and finding other means to address US interests in an adequate maritime
capacity will free up monies to reach more hungry people.

As former secretary of agriculture, | want to emphasize that US agriculture can and should be seen as
an important partner in meeting food needs. Introducing more flexibility into America’s food aid program will
not negatively affect the vast majority of US food producers, but a failure to leverage the strengths of the US
agriculture and food sector will negatively affect our ability to advance global food security.

Today, from a market-share standpoint, food aid makes up a small fraction of total US agricultural
production purchases and exports. Of the $152.5 billion in commodities exports in FY14, food aid was
responsible for just over 51 billion. A recent report by the American Enterprise Institute calculated that,
between 2006 and 2012, the share of US corn production used for food aid was less than 0.1%, and only 0.5%
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of corn exports were due to food aid programs. Even so, some US growers see greater percentages of their
crops go towards food aid purchases. Between 2006 and 2012, food aid programs purchased 8.7% of all pulse
crops and were responsible for 18.7% of pulse exports. Similarly, food aid programs purchased 5.8% of all
grain sorghum crops and were responsible for 12.7% of all exports.

Although US agriculture and food producers have been involved in global food security efforts through
our food aid programs, there is an opportunity to leverage additional agricultural strengths to meet current
and future food needs. In fact, food aid reform has the potential to dramatically reduce the number of people
globally that are food insecure; even more so along with the long-term authorization of our efforts on
sustainable agricultural development included in the Global Food Security Act and a re-think about the way we
approach agrifood research.

Earlier this year, this committee passed the Global Food Security Act. As you know, this legislation
institutionalizes an effort launched formally in 2010 to lift people out of poverty and chronic hunger through
investing in agriculture in low-income countries. Ironically, more than half of those living on less than
$1.25/day depend on agriculture for their incomes. Through providing these people with better seeds and
fertilizers, access to information and training, and links to markets, their incomes have increased and the rates
of stunting and chronic hunger have decreased. Unlike food aid, which meets immediate needs, the Global
Food Security Act will address the root causes of hunger and poverty and help by providing sustainable
solutions. If the Global Food Security Act becomes law, it would authorize investments that have transformed
the lives of millions and cement America’s position as a global food leader.

Contributions from America’s agriculture and food producers can increase the impact US investments
have overseas. The US Department of Agriculture {USDA) can develop new technologies that will help farmers
adapt to greater weather variability and disasters like droughts and floods, whether they live in Kansas or
Kenya. USDA can help build out the capacity of developing countries’ regulatory systems, ensuring that the
food produced is also safe for consumers to eat. US agrifood businesses can partner with small- and medium-
sized enterprises in low-income countries to aid in food production, processing, and retailing while also
positioning themselves to take advantage of future economic growth. Finally, the US land-grant university
system can train the next generation of agriculture and food leaders both in America and overseas and help
build out the research, education, and extension capacity of developing country institutions. A greater role for
American agriculture producers and businesses in global food security activities will position our food and farm
sector for growth. The agriculture and food sector in Africa is expected to reach $1 billion by 2030 and US
exports to the continent have increased 200% in the last decade. The strengths of US agriculture have not yet
been fully leveraged in the battle to end global food insecurity. This should change.

Thank you again to the Committee for inviting me to testify on this important issue.
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Chairman ROYCE. Thank you, Mr. Secretary.
Raj.

STATEMENT OF THE HONORABLE RAJIV SHAH, SENIOR ADVI-
SOR, CHICAGO COUNCIL ON GLOBAL AFFAIRS (FORMER AD-
MINISTRATOR, U.S. AGENCY FOR INTERNATIONAL DEVELOP-
MENT)

Mr. SHAH. Thank you, Mr. Chairman. And I want to commend
you for your extraordinary leadership on this issue, also Congress-
man Engel and so many other friends and colleagues on this panel.

The Pope’s recent visit reminded us that America’s role as the
world’s leader in humanitarian affairs really is a signal part of our
national security and global presence. Of course, our humanitarian
history is that we started as a great humanitarian nation inter-
nationally with food assistance, sending surplus American commod-
ities abroad after the Surplus Commodity Act. This legacy has fed
more than 3 billion people over 60 years, and as Secretary Glick-
man points out, and has done so much to preserve this legacy, this
is an extraordinary, extraordinary achievement.

But today we have many, many food crises that are not just food
crises. The fact that there are so many hungry children, women,
and families in Syria is not just a food crisis, it is creating a ref-
ugee crisis that contributes to destabilizing that region. The fact
that so many young children, more than 1,000 in the camps in
South Sudan, have telltale orange hair because they are so acutely
malnourished and on the verge of starvation is not just a humani-
tarian priority, it is leading to instability throughout that region.
And the fact that our presence and capacity to support those in
Nepal is diminished because of our lack of flexibility and how we
conduct our food assistance is also not just a moral issue, it has
security and stability consequences.

And today we are having this debate in a context where we know
a lot of the evidence around whether or not reform and flexibility
in the food assistance program works. We have evidence that
shows that targeting the most vulnerable children with vouchers,
often sent electronically on SMS texts on their mobile phone, actu-
ally saves their lives in crises far more effectively than shipping
American food and trucking it into communities where that kind
of targeting capacity is not possible.

To just put it in perspective, the Somalia famine of 2011, which
I take as one of the most, in my view, meaningful moments of my
tenure at USAID, would have led to more than 100,000 children
dying. In fact, 35,000 children already had died before the tar-
geting and the SMS program went into place. And then the child
deaths came down so fast and so effectively that we virtually
stopped child death from that famine the moment we put that pro-
gram in place. We can only do that because of flexibility that we
had in other programs.

Shipping over U.S. grain is now known to be less valuable than
feeding children with these ready-to-use supplemental and thera-
peutic foods. This little packet of peanut butter-like paste, which
doesn’t taste quite as good as peanut butter, having had some, re-
suscitates children so much faster and so much more effectively
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than giving them corn-soy blend or any of the other more tradi-
tional food assistance products.

These products are created in New Jersey and Texas and Rhode
Island. I have met, along with Congressman Cicilline, the employ-
ees of these companies that are often refugees themselves that take
great pride in the fact that they are serving this country and our
ability to project our values around the world. And we can do this
in a way that creates American jobs and uses American knowledge
and medical know-how to actually save lives.

We know local purchases, as Chairman Royce mentioned, is fast-
er and cheaper than the alternatives. It is 25 percent less costly
in Tacloban, but also in every other crisis the first few weeks and
months of aid and assistance do not come from the traditional Food
for Peace program. They come from a different pocket of resources
that we use so that we can locally purchase and locally serve food
and meet needs when they are needed. And then Food for Peace
comes in many months later using a program that was designed six
decades ago.

By the way, we also know that those efforts can be branded just
as proudly. In fact, one of my favorite photos is from the Tacloban
response when we had U.S. military personnel carrying a box of lo-
cally purchased foods that were labeled USAID that said “From the
American people” and that communicated the same sense of na-
tional pride and commitment as any other form of branding with
respect to food assistance.

And finally, we know that monetization in its current form is just
a waste of money at best, and in reality is far more consequential
and that it depresses prices for local farmers. When we ended
monetization in Haiti we immediately created incentives for tens of
thousands of farm households to double their food yields. We then
supplemented that effort with targeted feeding programs that
reached the most vulnerable children.

And today, 50 percent of child hunger has gone—child hunger is
down by more than 50 percent in Haiti compared to the day before
the earthquake. Not because we are using Food for Peace in its tra-
ditional form, but because we are ending some of the harmful prac-
tices of an antiquated program that sometimes causes more harm
than benefit. This is real data. This was enabled by the farm bill’s
increasing flexibility that lets us test new approaches and see what
is happening. It was enabled by the Bush administration’s local
and regional procurement program which gave us the database to
understand whether these new ways of working have effectiveness
or not.

And today we live in a world where this reform is politically
achievable. Big agriculture companies like Cargill, growers like the
National Farmers Union, policy experts from the left and the right,
including the American Enterprise Institute and even some of the
largest shipping companies in the world, have come together to say,
let’s do this differently because America’s humanitarian leadership
matters for our world, and they want to see it sustained in a dif-
ferent way in the future.

So I welcome the opportunity to be with you, and I want to con-
gratulate and thank you for your interest. I do believe the time is
now to live up to the Pope’s call. I think you can pass food aid re-
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form in this body. I think you can pass Feed the Future and au-
thorize that bipartisan legislation, which I understand now has
nearly 80 co-sponsors on its way to 100.

And I think if you do those two things in this Congress, Amer-
ica’s leadership in fighting hunger around the world will be sus-
tained for the next decades and it will be something we can all be
very, very proud and grateful for. Thank you.

[The prepared statement of Mr. Shah follows:]
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Thank you Chairman Royce, Ranking Member Engel and Distinguished Members of the Committee.
[ am honored to be asked to testify on such an important subject and one that I deeply care about.
Chairman Royce and Ranking Member Engel, I would especially like to thank you for your past
efforts to modernize our food assistance programs.

During the Pope’s recent visit to Washington he delivered a message ripe with hope and service. He
asked Americans to share in his call for justice for the more than 800 million currently living in
extreme poverty and hunger around the world. The Pope’s rallying cry for compassion and
generosity is echoed by the American farmer’s dedication to feeding the world and fostering hope.
His message of service continues to be embodied in the half-century of unwavering public support
for astoundingly successful results-oriented programs like Food for Peace and more recently, Feed
the Future. Over the past 60 years, Food for Peace has reached more than 3 billion of the world’s
neediest in almost 150 countries globally precisely when people are most vulnerable. More
recently, Feed the Future has built on this legacy in precisely these countries to support the
creation of resilient, self-sufficient communities. The impact of these life-saving interventions
transforms communities and helps create lasting solutions to food insecurity. Now more than ever,
action is crucial and, once again, will demonstrate Congressional leadership. Congress can seize on
this opportunity to reform Food for Peace and authorize Feed the Future. Passing either of these
bills on their own would send a powerful message that the US is serious about eliminating global
hunger and position the US to address greater need going forward, and in this Congressional
session you have the ability to advance two intertwined but separate aspects of global food
security.

Importance of Global Food Security

The world is facing one of the greatest challenges of any generation: how to nutritiously feed an
additional 2 billion people over the next 35 years. Chronic hunger and poverty coupled with
slowing agricultural production, diminishing natural resources and infertile land create a toxic mix
that could spell disaster. Despite this bleak vision, there is a path forward and with our knowledge,
tools, and determination, the US can remain a global leader at the forefront of combating food
insecurity and alleviating poverty. Leadership in this area is not only a moral prerogative, but is
also crucial to protecting US national security interests. Following the food price spikes in 2008,
millions were pushed into poverty and massive civil unrest spread across over 30 nations. In
response, the international community made commitments to bolster development investments.
Advancing development has a direct impact on the creation of stable, sustainable allies for the US
and has clear importance to improving our national security.

The nature of food aid has changed rapidly since the inception of Food for Peace. Over the past two
years, five Level-3 emergencies - the most severe designation given by the UN - required aid

1
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deployments. US resources have been stretched in order to meet demand. Over the past year alone,
Food for Peace has been called to address near-famine in South Sudan, a devastating earthquake in
Nepal, the Ebola outbreak in West Africa, and combat the rising humanitarian crisis in Iraq and
Syria. In these crises, recent advances enabled by new flexibilities proved extremely effective. The
use of vouchers in Jordan and Lebanon, ready-to-use therapeutic food for severely malnourished
children in South Sudan, and local and regional purchase in Nepal enabled our programs to react
faster and in the most appropriate way, preventing millions of deaths in the aftermath. Despite the
incremental advances, much more flexibility is needed to cope with the evolving demand and rising
need.

Increasing demand on resources has not been the only challenge in recent years. In South Sudan,
Foaod for Peace has been forced to deliver aid through air operations to reach the remote
populations and refugee camps housing those fleeing conflict. The telltale fluffy rust-colored hair,
stiff gait, and protruding belly of severe malnutrition is impacting children the most. In just one of
the four main camps, over 1,200 children were diagnosed as acutely malnourished, literally
starving. Due to the extraordinary need, USAID had to tap into the very seldom used Bill Emerson
Humanitarian Trust to pull South Sudan back from the brink of famine and limit wider regional
conflict. This summer, as the population prepared for the lean season, USAID announced an
additional $98 million in food assistance for the country, which includes 44,000 tons of in-kind
commodities sent to the region.

Implementation has become infinitely more complicated. Addressing the massive and
unprecedented humanitarian need in Syria, where the ongoing conflict is affecting altmost 10
million people, has raised new and difficult obstacles to distribution. The massive migration and
refugee crisis has created an increasingly complex environment in which we have seen the use of
in-kind aid begin to have diminishing returns. In response to this rapidly changing, unstable, and
intricate situation, Congress has helped to bolster life-saving interventions targeted to the needs of
specific populations. Through flexibilities granted by Congress and the diversification of funding,
such as the use of the International Disaster Assistance account, we were able to deploy stopgap
humanitarian aid in the form of targeted cash transfers and vouchers to use in local markets, as well
as local and regional procurement. The increased use of biometrics and other tracking mechanisms
have helped ensure aid reaches the intended recipient and is used for its specific purpose.

Feeding the hungry during emergencies is the first step in helping communities stand on their own
two feet. Helping them transition from dependence to self-sufficiency is the next step in advancing
their dignity.

In Kenya, for example, Food for Peace emergency assistance during the lean season is coupled with
Feed the Future resilience projects helping farmers adopt relatively simple, but effective
technologies to improve water and land use specifically tailored for the tough climate of Kenya’s
drylands.

Alongside Food for Peace, Feed the Future is teaching rural small scale farmers new technologies
and management practices to help them weather the difficult climate and enhance crop production.
The results have been incredibly successful. In FY2014, 935,000 producers used new techniques to
enhance growth, production, and sustainability of their farms. Feed the Future farmers earned $14
million in new income from agricultural product sales in one year. Complementing emergency
support with development efforts accelerates the recovery of the health and agricultural systems,
and transforms a family’s ability to weather emergencies. Coordinating across programs to
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graduate beneficiaries from food aid and providing them with the tools to sustain themselves will
dramatically increase our own abilities to tackle global food insecurity.

Feeding the hungry is not enough, one of our greatest assets is our agricultural technological know-
how and we must continue to export this knowledge to teach the world how to feed itself.

Reforms Have Been Crucial to Meet Rising Need

By coupling the recent food aid reforms with other development efforts -- including Feed the
Future, USAID, USDA and other U.S. government departments and agencies - the United States has
been able to better respond to disasters and create lasting sustainable development in a more
efficient, precise, and effective manner. As the understanding of the best form of food aid evolves,
Congress has helpfully supported the use of a wider array of tools. The 2014 farm bill granted an
additional 7% in flexibility enabling USAID to reduce and almost eliminate monetization. Even this
incremental increase has allowed the prioritization of the flexibility to use cash, vouchers, and local
procurement for programs where in-kind aid cannot arrive in time or when in-kind aid is not
appropriate, such as in Syria.

We know that monetization, the sale of US food abroad for cash to fund programming, loses an
average of $0.25 per taxpayer dollar spent in some cases. Procurement, shipping, commodity
management, and commercial transactions are intensive and costly. Despite this, a 15%
monetization requirement remains for Title Il funding. There have been some reductions in
monetization made possible through new flexibilities leading to a savings of $21 million and an
additional 570,000 beneficiaries reached, but the outdated, and in many cases harmful, process
should be phased out completely.

Diversification of funding has also had a ripple effect on emergency and non-emergency initiatives.
Thanks to Congress, the creation of accounts such as the Emergency Food Security Program, funded
through the International Disaster Assistance account, allow the use of flexible funding streams for
the distribution of emergency food aid. As aresult, America’s humanitarian efforts have been
greatly improved in protracted conflicts like Syria and acute crises such as Typhoon Haiyan in the
Philippines. Aid is delivered faster, cheaper and with strong controls against improper use.

The extensive damage left in the wake of the violent storm wrought both short-term needs for
nutritious food, clean water, and shelter as well as the long-term demands on rehabilitation and
redevelopment. Implementers were able to use flexible tools to address acute need while also
preparing for secondary demands. Offering cash grants through IDA, the World Food Program
bought regionally grown rice to meet the immediate demands on supplies and provided an
economic boom to local producers in the first few weeks. They were then able to deploy 1,020 tons
of rice from pre-positioned warehouses in Sri Lanka to provide a hold over as in-kind aid embarked
on the long journey from the US. The flexibility inherent within this type of funding has allowed
USAID and partners to use a number of tools in the toolbox to support an additional 14 million
people in 39 countries and save countless lives in the first weeks.

Finally, the reduction of cargo preference to 50% in 2012 has freed resources to include an
additional 800,000 more beneficiaries annually without any additional funding.

It is important to stress that one delivery system of food aid is not always preferable over another -
they all have an appropriate time and an appropriate place -rather it is necessary to give agencies
the flexibility to determine the right assistance to execute in the proper context.
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Over the years our food programs have been incredibly successful and Americans should be proud
of this heritage of generosity. Thanks to Food for Peace programming, in Haiti, stunting prevalence
has dropped by 16 percent and in the Democratic Republic of the Congo, we repaired 16 kilometers
of irrigation canal and 27 kilometers of feeder road, raising annual incomes in the area by 42
percent. The impressive reductions of stunting in Feed the Future countries show how much these
programs can do, even in a short time period. Stunting rates in Ghana have been cut almost in half,
in Cambodia they have fallen by over a third. The fact is these programs have a proven track record
of success and reforms will only enhance their ability to perform, to create staggering results and to
make real strides.

€all to Action on Reform and the Path Forward

While incremental reforms have allowed for innovation and better results, there is more to be done.
S. 525, the Food for Peace Reform Act of 2015 and H.R. 1567, the Global Food Security Act of 2015,
together will more effectively tackle hunger and bolster American leadership around the world.
Without these modernizing reforms, in the next ten years, our current system will become obsolete.
Shipping costs will continue to be prohibitive, aid will reach less people and be less effective in
combatting malnutrition, hunger and poverty, and most importantly American leadership will
deteriorate in critical parts of the world.

The future food security challenges facing the world are massive. The global population is expected
to grow to over 9 billion by 2050 and experts have suggested agricultural production must swell by
at least 60% to accommodate this massive growth. The highest percentage of population changes
will be concentrated in Sub-Saharan African and South East Asia, two regions already facing a
myriad of food security challenges. The US Department of Defense has made clear that climate
change could have wide-ranging implications for US national security due to social unrest spurred
by reduced water availability, degraded agricultural production, higher prices, damage to
infrastructure, and changes in disease patterns. The cost of implementation is also rising as efforts
are increasingly concentrated in areas of protracted and ongoing conflict. Roughly one-third of the
food assistance budget currently goes towards feeding people in active conflict zones.

A global food security strategy must be authorized by Congress as soon as possible. My thanks to
Congressman Smith for sponsoring the legislation and to this Committee for taking the necessary
steps to mark-up the Global Food Security Act of 2015. While obstacles do remain, [ believe that
Congress will find a way forward with that momentous legislation. Alongside food aid, development
programming is the key to lifting communities out of poverty and onto the sustainable road to
recovery. Encouraginglasting agricultural development is not just the right thing to do; it is also in
the national interest of the US to create regional stability and in the economic interest of the private
sector to ultimately foster new international markets through economic growth.

Reforms enhancing flexibility, eliminating monetization, and removing quotas increasing
transportation costs will drastically increase the number of beneficiaries reached, increase the cost-
effectiveness of these programs, and deliver better results. It is a triple win for the US budget, for
the American taxpayers, and for our ability to reach those most in need.

In the most recent President’s Budget, USAID requested an increase of 25% flexibility to use local
procurement, cash, and vouchers when it is most appropriate rather than raising costs to
accommodate current quotas. USAID states this would allow them to reach an additional two
million emergency beneficiaries. While Title Il requests will remain for US in-kind aid, such as the
relief efforts deployed in South Sudan, flexibility in the tools utilized is essential to meeting future

4
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needs, helping more beneficiaries, and ensuring funding streams are the most efficient. In places
like Syria, flexibility to meet the needs of the diverse population is vital. Food for Peace and its
partners are providing critical aid to displaced refugees and host communities affected by the
ongoing conflict through a combination of flexible tools. Extensive research reports and ongoing
oversight of these programs have concluded that the use of cash and vouchers to supplement aid
have the same level of safeguards as the distribution of in-kind aid. Increasing the tools available
would only expand, extend, and multiply their impact and influence.

Cargo preference laws also limit the potential success of the programs by diverting funding to
transportation cost and away from beneficiaries. GAO reported the elimination of cargo preference
would save $44.9 million at USAID and would save $62.2 million at USDA between 2011 and
FY2014.

Reform legislation has been introduced in the Senate and 1 am hopeful productive dialogue
continues in the House. The negotiation of complex issues is never easy, but reform is vital to US
efforts. Support for emergency and non-emergency aid and fostering stabile, resilient communities
are one means to sustain US national security interests. Populations facing hunger, malnutrition,
and desperate poverty with no opportunity for advancement are crippled in their ability to combat
rising extremism or terrorism. By fostering growth, health, and production, these nations will
become strong allies and support US national security interests. These efforts are not only to
sustain America’s historic leadership, but to help the hundreds of millions of families that could pull
themselves out of poverty if change is enacted.

The Pope’s message of compassion and service is a call to action for Catholics and all Americans. We
have the ability to help feed, train, support, and lift millions of communities, families, and most
especially children, out of alife of hunger and poverty -- if only we heed his call.

Thank you for the opportunity to speak with you today. 1look forward to answering your
questions.
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Chairman ROYCE. Thank you, Dr. Shah.
Dr. Barrett.

STATEMENT OF CHRISTOPHER B. BARRETT, PH.D., DAVID J.
NOLAN DIRECTOR, STEPHEN B. AND JANICE G. ASHLEY PRO-
FESSOR, CHARLES H. DYSON SCHOOL OF APPLIED ECONOM-
ICS AND MANAGEMENT, CORNELL UNIVERSITY

Mr. BARRETT. Chairman Royce, honorable members, thank you
very much for the opportunity to testify today and to summarize
my written remarks. Let me come straight to the point. The body
of research on food aid is extraordinarily clear. Restrictions im-
posed on U.S. international food aid programs waste taxpayer
money at great human cost. Relative to the reformed programs op-
erated by other countries, aid agencies, and by private nonprofit
agencies, the cost of U.S. food aid are excessive, delivery is slow,
and the programs have not kept pace with global emergency needs.
And there is no hard evidence that this benefits American agri-
culture, maritime employment, or military readiness.

No debate remains among serious scholars who have studied the
issue. U.S. food aid reform is long overdue. U.S. food aid is a lim-
ited and declining resource. Inflation adjusted U.S. food aid spend-
ing has declined 80 percent since the mid-1960s high. Given lim-
ited resources, we simply must be much more strategic in using
U.S. food aid resources.

Four statutory restrictions imposed on these programs waste
money and cost lives. First, under the Food for Peace Act, it is re-
quired that agricultural commodities be bought in and shipped
from the United States only. Perhaps that made sense back in 1954
for the reasons Secretary Glickman explained. But today things are
different. The government no longer holds large commodity stocks
and the resulting surplus disposal purpose no longer applies.

Today, the most effective way to help hungry people is to provide
them with cash or electronic transfers or with food purchased lo-
cally or regionally, so-called LRP. The peer-reviewed scientific evi-
dence shows very clearly that LRP and cash or electronic transfers
save time, money, and lives, while providing food that is equally
safe and healthy and is in fact preferred by recipients over com-
modities shipped from the U.S. I go into further detail in my writ-
ten comments.

Second, at least 50 percent of U.S. food aid must be shipped on
U.S.-flagged vessels under cargo preference provisions. Recent
studies find that cargo preference inflates ocean freight costs by 23
to 46 percent relative to open market freight rates. The net result
is $40 million to $50 million a year that is appropriated to help
feed starving children that instead turns into windfall profits di-
verted to mainly foreign shipping lines.

Third, at least 15 percent of non-emergency food aid must be
monetized under current law. As the previous witnesses have ex-
plained, monetization is simply a waste of money. GAO estimates
that inefficiency in monetization reduces the funding available for
development projects by more than $70 million annually.

Fourth, current law requires that between 20 and 30 percent of
Food for Peace funding and no less than $350 million be available
for non-emergency food aid. But with the number of people affected
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by disasters and war at an all-time high, there is simply insuffi-
cient food aid available to handle all the emergencies we face,
where the bang for the food aid buck is greatest. That hard ear-
mark is binding and limits America’s capacity to respond to hu-
manitarian emergencies around the world.

Cumulatively, American taxpayers spend far more on shipping
and handling than on food. Every taxpayer dollar spent on U.S.
food aid generates only 35 to 40 cents worth of food commodity pur-
chased. That doesn’t go to hungry and disaster-affected people, two-
thirds of it is going elsewhere. Canada, by contrast, has no such
restrictions and makes far more extensive use of LRP cash and
electronic transfers. As a result, its taxpayers get roughly twice as
much food for the taxpayer dollar, about 70 cents worth, as com-
pared to our 35 to 40 cents.

And what are the costs, the human costs of these wasteful re-
strictions on food aid? A very coarse, conservative estimate is that
we sacrifice 40 to 45,000 children’s lives each year because of the
unnecessary costs associated with restriction that is posed by anti-
quated food aid policies.

Now special interests claim that cargo preference advances mili-
tary readiness. But that myth has been conclusively exploded by
multiple careful recent studies that find the overwhelming majority
of the agricultural cargo preference fleet is out of date and fails to
satisfy DoD standards of military usefulness. In 60-plus years of
cargo preference, DoD has not once mobilized a mariner or a vessel
from the non-Maritime Security Program cargo preference fleet.
Hence, the Department of Defense and Homeland Security’s clear
support for food aid reform in recent years.

Proponents of the status quo also advance claims of maritime
employment benefits. Yet, the 2012 reduction in cargo preference
coverage from 75 percent to 50 percent does not appear to have led
to the ceasing of a single vessel’s ocean freight services or the loss
of any mariner jobs. And this type of indirect subsidy is so ineffi-
cient that any maritime job created comes at a taxpayer cost of
roughly $100,000 a year.

Moreover, the bulk of those windfall profits don’t accrue to work-
ers, they accrue to vessel owners, and a sizeable majority of the
vessel owners are actually foreign shipping lines running U.S. sub-
sidiaries. So these windfall profits aren’t even accruing to Ameri-
cans.

Some proponents of in-kind food aid claim that food aid pur-
chased in the U.S. somehow helps American farmers. Secretary
Glickman, I think, has addressed this quite well already, but there
is not a single careful study that supports the claim that U.S. food
aid helps American farmers. The simple fact is that U.S. food aid
programs procure only hundreds of million dollars’ worth of U.S.
commodities in a several-hundred-billion-dollar U.S. agricultural
economy that is very tightly integrated into a $4-trillion global
market. U.S. food aid does not determine the prices farmers re-
ceive. The global market determines the prices farmers receive.

U.S. food aid has done lots of good in 60-plus years. It is an in-
credibly valuable resource for humanitarian response. It is a highly
visible symbol of Americans’ commitment to feed the world’s hun-
gry. But we can do better. We could do much better if Congress will
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provide the USAID Administrator and the Secretary of Agriculture
with the flexibility to employ best practices through four reforms.

First, relax the restriction against cash-based international food
assistance; second, eliminate the statutory minimum on monetiza-
tion of non-emergency food aid; third, eliminate the hard earmark
that protects less productive non-emergency food aid over emer-
gency assistance; and fourth, eliminate cargo preference.

Honorable members, you have a choice. You can keep the status
quo and keep diverting U.S. taxpayer money from disaster-affected
children to foreign companies, or you can enact changes that will
help save the world’s hungry far more efficiently, effectively and
quickly. Thank you very much for your time and attention and for
taking up this very valuable activity.

[The prepared statement of Mr. Barrett follows:]
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Chairman Royce, Ranking Member Engel, honorable Members of the Committee:

Thank you for the opportunity to testify today and to summarize what the best recent research
tells us about current United States food aid policies and alternative approaches to addressing
global food insecurity. My name is Chris Barrett. I am a Professor of Applied Economics and
Management and serve as Director of the Charles H. Dyson School at Cornell University, one of
the nation’s leading undergraduate business schools. T have studied United States (US) and
global food aid policies for more than 20 years, including publishing more than two dozen peer-
reviewed journal articles and three books on the topic.'

The body of research on food aid is extraordinarily clear. Restrictions imposed on US
international food aid programs waste taxpayer money at great human cost. Relative to the
reformed food assistance programs operated by other countries and by private non-profit
agencies, the costs of US food aid are excessive, delivery is slow, and the programs have not
kept pace with global emergency needs. And there is no hard evidence of benefits to American
agriculture, maritime employment or military readiness. No debate remains among serious
scholars who have studied the issue: US food aid reform is long overdue.

It is important to recognize that US food aid is a limited and declining resource. Inflation-
adjusted US international food assistance spending has declined 80% since the mid-1960s high.?
Given limited resources, the US must be far more strategic with its international food assistance
budget in helping the roughly 800 million people who are undernourished,® much less the
billions — including half the world’s children ages six months to five years — who suffer mineral

' Christopher B. Barrelt and Daniel G. Maxwell (2003), Foed 4id Afier Fifty Years: Recasting Its Role (London:
Routledge); Christopher B. Barrett, Andrea Binder and Julia Steets, editors (2011), Uniting on I'ood Assistance: The
Case for Transatlantic Cooperation (London: Routledge); Christopher B. Barrett, editor (2013), Food Security and
Sociopolitical Stability (Oxford: Oxford University Press).

2 Randy Schnepf, U8 International IFood Aid Programs: Background and Issues. Congressional Research Service
report R41072, April 2015,

3 Food and Agriculturc Organization of the United Nations, 7#he State of Food insecurity in the World 2015 (Rome:
FAQ).
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and vitamin deficiencies that harm their health and cognitive development, often irreversibly *
Disasters occur with greater frequency than ever before and cost an estimated 42 million human
life years annually, mostly in low- and middle-income countries.> The number of refugees and
displaced persons worldwide is now the highest on record,® yet the World Food Programme is
chronically underfunded relative to the emergency needs to which it responds and has had to cut
aid to refugees from, among others, Somalia, South Sudan and Syria. And that’s just the
countries with names that start with an §. We must concentrate scarce food assistance resources
where they have the greatest impact and avoid needless waste that costs lives. Hence the need to
reform US food aid programs.

Statutory restrictions imposed on US international food aid programs waste money and cost
lives. There are four main sources of deadly waste.

First, under the Food For Peace Act (FFPA), first authorized in 1954 and commonly known as
PLA480, all agricultural commodities must be bought in the United States and shipped to
recipients abroad. That restriction perhaps made sense in 1954, when the US government ran
generous grain price support programs that resulted in massive government held surpluses that
were cheaper to dispose of abroad than to store. But those programs unwound in a succession of
Farm Bills from 1985 to 1996 so that the government no longer holds large commodities stocks
and the resulting surplus disposal purpose no longer applies.

The most efficient way to help hungry people abroad access food is typically to provide them
with cash or electronic transfers, or with food purchased locally or regionally, so-called LRP (for
local and regional procurement). This common sense practice is now global best practice
employed by all major donors’ food aid programs, except the United States. The peer-reviewed
scientific evidence shows very clearly that, far more often than not, LRP and cash or electronic
transfers save time, money and lives, while providing foods that are equally healthy and safe and
are preferred by recipients over commodities shipped from the US.”

4 Investing in the fiture: A united call to action on vitamin and mineral deficiencies. Global Report 2009 (Ottawa:
The Micronu(rient Initiative). Christopher B. Barrett and Leah E.M. Bevis (2013), “The Micronutrient Deficiencies
Challenge in African Food Systems,” in David E. Sahn. edilor. The Fight Against Hunger and Malnutrition: The
Role of Irood, Agriculture, and Targeted Policies (Now York: Oxford University Press).

# United Nations Office for Disaster Risk Reduction (2013). Making Development Sustainable: The Future of
Disaster Risk A Global Assessment Report on Disaster Risk Reduction (Geneva: UNISDR) .

¢ Uniled Nations High Commissioner [or Relugees (2015), World At War: Global Trends, Forced Displacement in
2014 (Genceva: UNHCR).

“ Erin C. Lentz, Christopher B. Barrett, Miguel I. Gomex and Daniel G. Maxwell (2013), “On The Choice and
Impacts of Innovative International Food Assistance Instruments,” Forld Development 49( 9): 1-8; William J.
Violette, Aurdlic P. Harou, Joanna B. Upton, Samucl D. Bell, Christopher B. Barrett, Migucl I. Gémez and Erin C.
Lentz (2013). "Recipients’ Satisfaction with Locally Procured Food Aid Rations: Comparative Evidence From A
Three Country Matched Survey," Horld Development 49(9):30-43. Erin C. Lentz, Simone Passarelli, Christopher B.
Barrett (2013), "The Timeliness and Cost-Effectivencss of the Local and Regional Procurement of Food Aid,"
World Development, 49(9): 9-18; Aurélie P. Harou, Joanna B. Upton, Erin C. Lentz, Chrisiopher B, Barrell, and
Miguel I. Gomez (2013), “Tradeoffs or Synergies? Assessing local and regional food aid procurement through case
studics in Burkina Faso and Guatemala,” World Development 49(9): 44-57;, US Government Accountability Office
(GAQ) (2009), Intcrnational Food Assistance: Local and Regional Procurement Can Enhance the Efficiency of U.S.
Food Aid. but Challenges May Constrain Its Implementation, GAO-09-570
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For example, a nine-country study found that, on average, the cost savings for grains purchased
locally relative to grains purchased within the United States was 53%. For pulses and legumes,
the average savings was 25%.® LRP is not the answer everywhere; but in order to use taxpayer
dollars effectively to relieve human suffering associated with acute malnutrition, food aid
managers must have the flexibility to use LRP, cash and electronic transfers as well as in-kind
shipments from the US.

The same study, confirming other findings, also reported that on average LRP, cash, or vouchers
reduced food aid delivery times by 14 weeks relative to transoceanic food aid, even more when
shipping to landlocked countries ? Increasing the timeliness is particularly important for food
insecure children because the first thousand days of a child’s pre- and post-natal existence—from
conception until the second birthday—is the most critical window for nutrition during a person’s
life. A huge body of research has conclusively established that timely and effective intervention
to ensure good nutrition and health during the first thousand days vields enormous benefits
throughout the life course: higher educational attainment, increased physical stature, improved
health, higher adult earnings, and healthier offspring.’® Saving 14 weeks — 10% of the first
thousand days — in the delivery of food assistance can have a substantial, lifelong effect on
human capital development, with important and significant long-term implications for economic
growth and poverty reduction. In Burkina Faso school feeding programs, locally procured rations
delivered more fat and protein, at 38% lower cost per child, than did the rations shipped from the
US. M That makes a huge difference. Yet, despite the rigorously documented gains that come
from LRP, the Congress has yet to appropriate a penny for the unnecessarily small USDA LRP
Program authorized for the first time in the 2014 Farm Bill.

Second, at least 50% of US food aid must be shipped on US flagged vessels under cargo
preference provisions. This policy, like most anti-competition regulatory restrictions, drives up
costs. A raft of recent studies have consistently found that cargo preference inflates ocean freight
costs by 23-46% relative to open market freight rates.!? USAID and USDA are no longer
reimbursed for any of these excess costs. The net result is that $40-50 million appropriated each
year to feed starving children gets diverted to windfall profits to (mainly foreign) shipping lines
(on which, more below). Therefore, once the cargo preference restriction was lowered from 75%

8 Lentz, Passarclli, and Barrctt (2013).
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Black, Robert E., Lindsay H. Allen, Zulfigar A. Bhutta, Laura E. Caulfield, Mercedes De Gnis, Majid Exaati, Colin
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Food did Shipping Costs, and Benefits Are Unclear. GAQ 15-666; Stephanic Mercier and Vincent Smith (2015),
Military Readiness and Food Aid Cargo Preference: Maony Costs and Few Benefits (Washington: American
Enterprise Institute)
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to 50% in July 2012, USAID immediately increased substantially its shipments on foreign-
flagged vessels in order to save money and better assist the hungry.'?

Third, by law at least 15% of non-emergency food aid must be monetized, the practice of selling
donated US commodities in recipient country government. Monetization is a wasteful practice.™
Open market monetization uses a taxpayer dollar to purchase food and interational freight
services in order to convert it back into 70-75 cenis when the food is sold — ‘monetized” — in a
recipient country market. Put simply, monetization loses money for no benefit. GAQ estimated
that the inefficiency of the monetization process reduced funding available for development
projects by more than $70 million annually. To the Congress” credit, the 2014 Farm Bill
increased section 202¢ cash funding to cover the non-commodity costs associated with food aid
deliveries, effectively removing the need for operational agencies to monetize Title 11 food aid
beyond the statutory minimum. But that minimum still generates significant inefficiencies. And
USDA Food for Progress resources remain heavily monetized.

Furthermore, monetization can also destabilize commodity markets in recipient countries.'® This
undermines the productivity and commercial viability of the very farmers, traders and processors
the monetization-supporied programs aim to help,

Fourth, current law requires that between 20 and 30% of FFPA funding, and no less than $350
million, be available for non-emergency food aid. Most non-emergency food aid projects are
probably very beneficial. But that’s the wrong standard to use. The right question to ask is
whether non-emergency food aid is the best possible use of those resources. And the answer is
either ‘no’ or, at best, ‘it depends’.'® In emergencies, timely response matters, as reflected in the
Golden Hour principle of emergency medicine, that rapid intervention is needed in response to
trauma. With the number of people aftected by disasters and war at an all-time high and budgets
tight, there is insufficient food aid available to handle emergencies, where the bang for the food
aid buck is greatest. Had Super Typhoon Haiyan struck the Philippines two months earlier in
2013, before the close of the federal fiscal year rather than at the start of the next one, the US
government would have been unable to tap FFPA resources to respond because the non-
emergency minimum was binding,

Effective disaster response requires flexibility in funding. Until this hard earmark on non-
emergency food aid was introduced with the 2008 Farm Bill, the USAID administrator had
authority to use as much of the total food aid budget for emergency needs as is necessary to
respond to humanitarian disasters, and exercised that authority in each of the previous 20-plus

B3 GAO (2015).

" Christopher B. Barrett and Erin C. Lentz, {15, Monetization Policy: Recr dations for Improvement, Chicago
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years to address underfunded disasters. This necessarily diverted funds from desirable non-
emergency food aid projects that build rural roads, provide school lunches or enhance small
farmers’ productivity. But saving lives and preventing disaster victims’ collapse into poverty
traps is the first-best use of food aid; so such tradeofts are unfortunately necessary sometimes.

The four sources of economic waste — (1) lack of flexibility to use cash-based programming, (2)
cargo preference, (3) the statutory minimum on monetization, and (4) earmarks for non-
emergency programs — result in great cumulative economic and human costs. American
taxpavers spend far more on shipping and handling than on food Bvery tax dollar spent on US
food aid yields only 35-40 cents of food commodities available to hungry or disaster-affected
people.’” Canada has no such restrictions and makes far more extensive use of LRP, cash, and
vouchers. As a result, its taxpavers get roughly twice as much — almost 70 cents’ worth of food —
from every food aid dollar spent."®

And what are the human costs of these wasteful restrictions? It costs roughly $125 per child fife-
year saved to manage the acute malnutrition that routinely arises in the walke of natural disasters
and conflict ' Based on conservative, back-of-the-envelope estimates based on the research cited
above, the $350-400 million/vear wasted on cargo preference, monetization and in-kind
shipments where cash-based alternatives would be cheaper, effectively costs at least 3 million
child life~years annually. Given global life expectancy at birth of roughly 70 years, a
conservative estimate is that we sacrifice 40-43,000 children’s lives annually because of
antiquated food aid policies.

And what is the Congress buying taxpayers for 3 million child life-years lost annually?
Tragically, very little.

The special interests that defend cargo preference claim it advances military readiness. But that
myth has been conclusively exploded by multiple careful recent studies that find the
overwhelming majority of the agricultural cargo preference fleet is out-of-date and fails to satisfy
the Department of Defense standards of militarily usefulness.?” The Maritime Security Program
{MSP) — enacted in 1996 — pays militarily useful vessels $3.1 million per year as essentially a
call option on vessel and crew. This meets military sealift requirements. Indeed that the MSP
program is underutilized over the past 14 vears’ intense military engagerment overseas, the
government-owned Ready Reserve Fleet (RRF) and the MSP fleet have never been fully
activated, and only 3 of 46 RRF vessals are currently active.?’ In 60-plus vears of cargo
preference, the Department of Defense has nor once mobilized a mariner or vessel from the non-

T USAID (2014), Food jfor Pe Beaind SAD2014). International Food Aid: Berter Agency
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'8 Erin C. Lentz. and Christopher B. Barreil (2014), “The Negligible Welfare Effects of the Tniernational Food Aid
Provisions in the 2014 Farm Bill,” Choices 29( 3):

Tt/ choicesmagazing. org/magazine/pdfiomsarticle 386.pdf.

® Bhatta, Zulfigar A., Jai K. Das. Agjumand Rizvi, Michelle F. Gaffey, Nelf Walker, Susan Horlon, Patrick Webb,
Anua Lartey, Robert E. Black (2013). "Evidence-based inferveutions for innprovement of matemal and child
nutrition: what can be donc and at what cost?" Lancer 382(Y89(1): 432477,

2" Bageant ct al. (2010), Thomas and Ferris (2015), GAO (2015), Mercier and Smith (2015).

2 GAO (2013).




25

MSP cargo preference fleet despite a dozen or more foreign campaigns by the TJS military,
several of them — like Vietnam, Traq and Afghanistan — sustained and intense. MSP provides a
far more effective and efficient means of ensuring adequate military sealift capacity than a cargo
preference system that mainly rewards the (largely foreign) owners of non-militarily useful ships
that sail under a US flag expressly to tap the profits generated by anti-competition regulatory
restrictions. Hence the Departments of Defense and Homeland Security’s clear support in recent
years for food aid reforms.?

Proponents of the status quo also advance claims of employment effects based on absurd
assumptions of economic multipliers and that no alternative employers exist. Yet, the 2012
reforms that reduced cargo preference coverage from 75% to 50% do not appear to have led to a
single vessel ceasing ocean freight service nor to the loss of any mariner jobs. And this type of
indirect subsidy is so inefficient that any job created comes at a taxpayer cost of about
$100,000.% Are you willing to trade 11 or 12 children’s lives for a single job?

Moreover, elementary economics tells us that the bulk of those windfall profits accrue not to
workers who can move across sectors but rather to the owners of the fixed factors of production,
that is, to vessel owners. The industry refuses to make available to researchers the data necessary
to make credible estimates of the likely emplovment effects of relaxing current restrictions on
US food aid. But the small number - hundreds - of mariners who hypothetically could be
affected by food aid reforms — could be readily absorbed by one of the more than 38,000 US
flagged coastal freight vessels operating under the Jones Act. % Furthermore, most cargo
preference vessels are ultimately owned by foreign corporations. Vessels owned by just three
foreign shipping lines that control US subsidiaries — the A P. Moller-Maersk Group from
Denmark, Neptune-Orient Lines from Singapore, and Hapag-Lloyd of Germany — accounted for
45% of all food aid carried by US flagged ships from 2012 through mid-2015.% So the profiteers
from anti-competitive statutory restrictions on US food ald are not even American.

Some proponents of in-kind food aid claim that food aid purchase in the United States somehow
helps American farmers. There is not a single careful study that supports such a claim. The
simple fact is that US food aid programs procure hundreds of millions of dollars” worth of
commodities in a several hundred billion doffar US agricultural indusiry that is tightly integrated
into a nearly $4 trillion global agrcultural economy. US food aid is a drop in the ocean of the
global agricultural market. Food aid procurement has no effect on the prices tarmers receive,
even for the commodities {such as sorghum, lentils, dried beans or peas), for which US food aid
programs absorb five percent or more of domestic production *® Farm prices are set by global
markets,

22 US Department of Homeland Sccurity letter dated April 17, 2014 (it /fwrww.scribg com/dog/2 20264499/ H5-
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In an alarmist last ditch attempt to save the restrictions that generate windfall gains for them,
some proponents of the status quo claim that purchasing food abroad under cash-based programs
compromises food safety and quality. This conjecture is false. A careful recent study in Burkina
Fago found the quality and safety of locally procured commodities was equal to or better than
that of commodities shipped from the United States.”” Why? As any chef or trader knows, it is
intrinsically easier to assure {ood quality and safety when one can inspect — and reject
substandard — shipments before paying the vendor. Spoilage is commonplace in trans-oceanic
shipments, for which replacerent deliveries are effectively impossible (and expensive).
Consumer satisfaction surveys among food aid recipients in multiple countries likewise find no
advantage from commodities shipped from the US over those locally procured ™

Another myth is that cash-based food aid programs are somehow more vulnerable to theft and
corruption, although not a shred of serious evidence exists to support this claim. Modern cash-
based food assistance programs routinely make use of advanced biometric sensors to confirm
recipients’ identity. High rates of loss of food shipmenis have been commonplace, especially in
programs that serve conflicted-affected populations. Hence USATDY s reliance on cash-based
programs funded by the International Disaster Assistance account to serve Syrian refugees, The
same logic that leads most of us to send checks rather than bags of rice to CARE, Catholic Relief
Services, World Vision, etc. - that it is at least as safe, more flexible, and is cheaper and faster to
deliver — should guide US food aid policy.

So what should the Congress do? US food aid has done lots of good in 60-plus years. US food
aid is a highly visible symbol of Americans’ commitment to feed the world’s hungry. But we can
do better if the Congress gives the USAID Administrator and Secretary of Agriculture the
flexibility to employ current best practices through four reforms: Eliminate (1) the restriction
against cash-based international food assistance, (2) the statutory minimum on monetization of
non-smergency food aid, (3) the hard earmark that protects less productive non-emergency food
aid over emergency assistance, and (4) cargo preference. Honorable members, you have a
choice. You can keep the status quo — and keep diverting US taxpayer money from disaster-
affected children 1o foreign companies. Or you can enact changes that will far better serve the
world’s hungry.

¥ Harou ct al. (2013).
* Violelle et al. (2013).
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Chairman RoYCE. Thank you.
Reverend Beckmann. David, if you just hit that red button.

STATEMENT OF THE REVEREND DAVID BECKMANN,
PRESIDENT, BREAD FOR THE WORLD

Rev. BECKMANN. Thank you, Chairman Royce and members of
the committee. Bread for the World is a nationwide network of in-
dividuals and churches and church bodies that encourage Congress
to do things that will help hungry people in our country and
around the world. And I want to thank this committee for your
leadership on this issue of food aid reform, also on the related but
separate issue of the Global Food Security Act. I think they should
be kept separate. But in both of these, these are both areas of legis-
lation that are clearly important to the world’s continued progress
against hunger and I am grateful.

In my written testimony I explain why Bread for the World sup-
ports the things we are talking about here, more flexibility for
local, regional purpose, loosening the cargo preference restrictions,
and eliminating monetization. I just think the evidence is so clear
that if we could have reform of food aid we would have more effi-
cient, more effective food assistance. In my oral testimony I would
like to focus on the relationship of food aid to three broader con-
cerns. The first one is the current surge in humanitarian need.
Most of this is because of the war in Syria, but there is also severe
humanitarian need in Iraq, Yemen, Sudan, Central African Repub-
lic. The resources are just not keeping up with the need.

I am struck that we are cutting back on food rations for Syrian
refugees. Just from a national security point of view, it does not
make sense to cut back on food ration for Syrian refugees. And food
aid reform is one way of stretching our dollars to meet the in-
creased need that we face right now for humanitarian assistance.

I would also like to talk about the connection of food aid to Amer-
ican agriculture. I grew up in Nebraska. In fact, I just flew back
from a visit to my family in Nebraska. So I share in the sense, the
deep sense of satisfaction, almost a religious sense of connection be-
tween the production of food in this country and the needs of hun-
gry people in our country and around the world.

But food aid isn’t any longer economically important to American
agriculture. What is important to American agriculture is the fact
that the world is making dramatic progress against hunger and ex-
treme poverty. The escape of hundreds of millions people from ex-
treme poverty means that there are a lot more people in the world
who are eating, eating adequately, and that creates an expanding
and dynamic market for U.S. agriculture. So I think that is the
basis for the ongoing and continuing alliance between U.S. agricul-
tural community and the interests of hungry people in our country
and around the world.

There have been questions raised about committee jurisdiction.
That is important, but it is not pressing in the same way that re-
form of the programs is pressing, and so I hope you can handle
that question of committee jurisdiction in a way that doesn’t hold
up the reform process.

Finally, I want to talk about food aid reform in relationship to
the world’s extraordinary progress against hunger, poverty and dis-
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ease. I am a preacher, so I think this progress that is happening
is an experience of our loving God in our own history.

When the Pope was here, as Raj said, he talked a lot about peo-
ple in need. When he talked to Congress he specifically celebrated
the progress that the world is now making against poverty. And he
said, “The fight against poverty and hunger must be fought con-
stantly and on many fronts.” Reforming food aid is one way to fight
hunger, and using it as one way to move toward the virtual hunger
in our times is certainly sacred business.

[The prepared statement of Rev. Beckmann follows:]
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Chairman Royce, Ranking Member Engel, members of the committee, thank you for this
opportunity to testify. Even more, thank you for your leadership in making U.S. food aid
more efficient and effective. I also appreciate your leadership on the Global Food
Security Act. Food aid reform and investments that strengthen agriculture and nutrition in
poor countries are separate issues, and should be kept separate, but both are important to
the reduction of world hunger.

I am David Beckmann, president of Bread for the World, a collective Christian voice
urging our nation’s decision makers to end hunger at home and abroad. Our network of
thousands of members, congregations, and church bodies works together to encourage
Congress and the President to do their part to help end hunger in our country and around
the world.

In this testimony, I want to help make the case for several reforms in U.S. food aid and
then talk about the relationship of this issue to three broader concerns — the global
humanitarian crisis, U.S. agriculture, and the possibility of virtually ending hunger in our
time.

U.S. food aid is important to many of the world’s most desperate people. It saves many
lives. But there are several ways to make U.S. food aid more efficient and effective.

First, we should further increase the flexibility of food aid. Current law requires nearly
all of food aid to be commodities produced in the United States, but this is not always the
best way to help. For example, it’s much better to give Syrian refugees in Jordan debit
cards to purchase food in local grocery stores than to ship bags of food from the United
States. Bags of food for refugees would add to local resentments, while allowing them to
be customers in local stores makes them more welcome. In situations of emergency, the
delays involved in shipping food around the world are sometimes a big problem. Even
short bouts of hunger for children can have devastating lifelong consequences, so
additional flexibility can allow nutritionally appropriate foods to reach pregnant women,
new mothers, infants and young children. Also, food shipped in from outside can
sometimes frustrate the development of food production by local farmers.

A GAO study and a congressionally-mandated study by Management Systems
International both found that local and regional procurement reduces costs by 25 percent.
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A Cornell University study found savings of more than 50 percent in some cases, along
with a 62 percent gain in timeliness of delivery. So Congress should allow more
flexibility for local and regional procurement, including the use of vouchers and cash
transfers.

Second, Congress should loosen Cargo Preference restrictions. The law now requires at
least 50 percent of all food aid to be shipped on U.S. flag vessels. But the American
Enterprise Institute has recently shown that these restrictions wasted more than $140
million between January 2012 and May 2015. So Congress should ensure the viability of
the U.S. merchant marine on its own merits, not with a subsidy that, in effect, takes food
away from hungry people.

Third, Congress should eliminate the practice of monetization. It is inefficient to fund
projects in poor countries by shipping and selling U.S. food in local markets. A recent
GAO study found that monetization loses 25 cents on every taxpayer dollar. According
to USAID, eliminating monetization could free up $30 million per year and feed an
additional 800,000 people.

We are currently faced with a global humanitarian crisis. This makes food aid even more
urgent. The surge in humanitarian need is mainly because of the war in Syria, but there
are also severe humanitarian situations in Yemen, Iraq, Central African Republican
Republic, and South Sudan. People in the West have become more aware of the
humanitarian crisis because of all the refugees who are coming into Europe, but the
people left behind in and around Syria and in violence-torn regions of Africa are typically
even more desperate.

I am grateful that Congress has supported funding for food aid and other humanitarian
assistance, but funding has not kept up with need. The World Food Program has had to
cut back on food rations for Syrian refugees. From a U.S. national security perspective, it
is not smart to cut back on food rations for Syrian refugees. Food aid reform offers the
opportunity to provide more assistance with available dollars.

Let me also talk about the relationship of food aid to U.S. agriculture. 1 grew up in
Nebraska and, in fact, spent the last few days with family in Nebraska. T understand that
farmers and other people involved in U.S. agriculture are proud of their role in feeding
our nation and the world. and the agricultural community has provided powerful political
support for U.S. food aid.

But food aid accounts for only one-half of one percent of U.S. agricultural exports. It is
not economically important to U.S. agriculture. On the other hand, the dramatic progress
that the world as a whole is making against hunger and extreme poverty provide an
important and dynamic market for U.S. agriculture.

Most of the farmers I know are conservative, church-going people. If they understand
that food aid reform can improve the efficiency of government spending and reach more
hungry people with our tax dollars, they support food aid reform. If they understand that
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food aid reform will also contribute to progress against hunger and, thus, growing
markets for U.S. agriculture, they will certainly support food aid reform.

The question of committee jurisdictions here in Congress should not hold up the reform
process. Neither of the committees concerned should hold up help for hungry people to
over the question of jurisdiction.

Finally, T want to talk about the possibility of dramatically reducing — even ending —
hunger in our time. The world has been making unprecedented progress against hunger,
poverty, and disease over the last few decades. Despite the current surge in humanitarian
need, the global trend toward ending hunger still continues.

I’'m a preacher, so I see this great liberation as an example of our loving God at work in
the world and believe that God is calling on us to contribute to it.

When Pope Francis addressed Congress late last month, he said this:
“How much has been done in these first years of the third millennium to raise
people out of extreme poverty! Iknow that you share my conviction that
much more still needs to be done . . . The fight against poverty and hunger

must be fought constantly and on many fronts, especially in its causes.”

Reforming food aid is one way to fight hunger, and fighting hunger is sacred business.
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Chairman RoYCE. Thank you, David.

Rev. BECKMANN. Thank you.

Chairman ROYCE. We will go now to Mr. Eliot Engel for his open-
ing statement.

Mr. ENGEL. Thank you. Thank you, Mr. Chairman and thank you
for calling this hearing. And, as the ranking member, I want to just
say that this is another wonderful example of the bipartisanship of
the Foreign Affairs Committee. Thank you for bringing the commit-
tee’s focus to the pressing need to reform our food aid program.

And we are fortunate of course, and we have heard from them,
to have a panel of experts who have dealt with this issue inside
government and the NGO world and academic settings. So I want
to say to all our witnesses, thank you for sharing your views and
welcome to the Foreign Affairs Committee.

I want to single out Dr. Shah, who I had the pleasure of working
with for many years with the USAID, and it is good to see you
again Raj and welcome you. And Dan Glickman, who, by the time
I came to Congress 27 years ago, was already a rising star in Con-
gress. So actually he was already a star, not even rising, and then
served as the distinguished Secretary of Agriculture. And it is real-
ly great to see you as well, Dan. Dr. Barrett, Reverend Beckmann,
your legend precedes you. So this is just a wonderful panel, and we
are so fortunate to have all of you here today.

Let’s note at the outset the world is better off because of the
Food for Peace program. Since it was launched in the 1950s, this
effort has fed more than 1 billion people in more than 150 coun-
tries. It has saved countless lives. Food for Peace is something of
which we should all be proud.

But we should also be honest. Food for Peace is now showing its
age. It was designed to meet challenges in a much different world.
For example, the majority of our food aid in developing countries
must be bought and shipped from the United States even when
local food is available at a lower price. In the 1950s, this made
sense. The Federal Government had a massive surplus of food on
its hands. Food for Peace was a smart way to help those in need
and to prevent needless waste.

But today we don’t have that surplus of food. What is more, buy-
ing food and transporting it from the U.S. to a crisis zone costs al-
most 50 percent more than purchasing food products locally. That
is not a very good bang for our buck. And when we are talking
about feeding hungry people, every little bit obviously counts.

But to make matters worse, under our current program, it takes
4 to 6 months longer for food to reach hungry people than it would
if we bought food locally. Raj Shah and I had many of these discus-
sions when he was USAID Administrator. To put it in the simplest
terms, the Food for Peace program is slow, it is costly, and it is not
doing enough to get food to people who are hungry and dying.

So we need to take a fresh look at this program. After all, even
though the world has changed a great deal, obviously the need for
food assistance hasn’t. A refugee crisis in Syria is spilling from the
Middle East into Europe and onto our own shores. A devastating
earthquake in Nepal has left thousands in desperate need of help.
And of course, with each passing year, we are feeling the far-reach-
ing effects of climate change more and more. Hurricanes and ty-
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phoons of unprecedented destructive power, even as historic
droughts endanger the global food supply.

So we need to take a fresh look at the program. We need to make
sure food aid is tailored to meet the challenges of our time. The ad-
ministration has put forth suggestions, so have lawmakers. And let
me acknowledge Chairman Royce for his leadership in particular
on this issue.

The common theme in these proposals is flexibility. Sometimes it
will make the most sense to buy American agriculture and to con-
tract with American shippers to get food where it needs to go.
Sometimes buying local products will get us the best outcome. We
need a program flexible enough to respond in the best way on a
case-by-case basis.

Today I am looking forward to hearing our witnesses answer
questions. I want to hear the ideas of what this program looks like
and the right way to put it together. In particular, I would like to
focus on the benefits of a cash-based system versus in-kind com-
modity donations, on new methods of delivery, and on local and re-
gional procurement programs.

Reforming a longstanding government program is never an easy
task, but the need for these changes is clear. It goes back to why
we have a food aid program in the first place. Not to subsidize
growers, shippers, or NGOs, but to prevent men, women, and chil-
dren in the developing world from starving to death. So let’s work
toward building a new program that meets this critical demand in
the most efficient and effective way for the American taxpayer.

I yield back, Mr. Chairman. Thank you for your courtesy.

Chairman ROYCE. Thank you, Mr. Engel. Mr. Engel raises the
issue, Dr. Shah, of flexibility in this. Maybe you can give us an ex-
ample of when you were director and how in a given situation a
little more flexibility would have gone a long way in terms of re-
sponding.

Mr. SHAH. Well, thank you, Mr. Chairman. And I would note
what David said. In Syria and in neighboring countries you had a
lot of Syrian refugees leaving Syria going into Jordan and Lebanon
and they are not living in camps, they are living in neighborhoods
and communities. And in that context, physically finding them in-
side of apartment buildings and in low-income housing situations,
and taking to them food or having them come with some special
designation to pick up American food is both deeply inefficient, up-
setting to everybody else in the neighborhood, and difficult for local
businesses that are dependent on the local food economy.

So with the World Food Program we work to let them use, not
through Food for Peace but other programs, vouchers that would
go to those households. And I met with mothers and children, but
the mothers would say, these vouchers—which say from the Amer-
ican people, they have the USAID logo on them—they say these are
saving our lives right now. I don’t know where my husband is. He
may have perished in the fighting inside of Syria, but my four chil-
dren and I are sustained here because we can take these vouchers
to local stores. And by the way, the local merchants and local com-
munities are less upset about the big influx of refugees because
they are contributing now to the local economy.
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The fact that we have run out of money, basically, for this kind
of approach and are now stuck with just commodity food is why
you are hearing about the cuts that David highlighted. And to me
this is a national security issue. This is the heart of where refugees
are pouring from this region into the rest of Europe and elsewhere
causing real instability. So we are undermining our own capacity
to do what we know is right and has worked, because we don’t
have the flexibility.

Chairman ROYCE. Let me ask Secretary Glickman, because Dr.
Barrett in his testimony said Canada uses a different approach and
gets roughly twice the benefit in terms of the amount of food aid
on the ground in these situations.

You noted the GAO study that says that shipping food from the
U.S. to sub-Saharan Africa took 100 days, on average, longer than
procuring food from regional sources in cases of emergency and
such, so we are not the only ones providing food aid around the
world. Maybe you could share with us how other top donors like
Europe and Canada and Japan structure their food aid.

Mr. GLICKMAN. Nobody structures their food aid exactly like we
do, that is for sure. But in history, I remember looking at maga-
zines like Time magazine and others, and we advertised that all of
this overseas food were American grain going in American bags,
and I remember as a kid seeing all of that. You all probably do too
as well.

And so the impression was, is that these were important human-
itarian products that were moving from a farm in Texas or Okla-
homa or Kansas or Ohio or wherever directly to people overseas.
And I think that that has had an impact politically, accompanied
by the cargo preference thing, to a kind of resistance to wanting
to make the programs more flexible. It has almost become ideolog-
ical or religious in some circles that this is kind of part of the his-
tory.

But other countries—Canada is a huge producer of commodities,
wheat, corn, cotton; wheat and corn, not so much cotton, but grain
sorghum, some soybeans and then legumes and pulse crops and ev-
erything else—they have just got a more flexible way of dealing
with the problem. They can get their crops there faster. But we
still provide half the food in the world, roughly, the United States
of America.

Chairman ROYCE. You mentioned also, and maybe I will go to
Dr. Barrett for this, the cargo preference vessels being a factor in
this. And Dr. Barrett, what is the setup of these corporations? You
mentioned that they are not American owned, so how are they able
to take advantage of U.S. law in this respect and how does that fig-
ure in the calculus here?

Mr. BARRETT. Well, Mr. Chairman, the law requires that the ves-
sels fly a U.S. flag and follow all U.S. laws and regulations. They
don’t require that the ultimate equity holders be American. And so
foreign corporations, three in particular, own at least 45 percent of
the U.S. agricultural cargo preference fleet. Foreign corporations
can set up U.S. subsidiaries, purchase a vessel, flag it with a U.S.
flag, follow all U.S. law, but the profits reaped by those vessels ac-
crue to the subsidiary and pass right on through to the foreign cor-
poration that ultimately holds the subsidiary.
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Chairman ROYCE. I see. I see. My time is expired. I need to go
to Mr. Engel for his questions.

Mr. ENGEL. Thank you, Mr. Chairman. Let me ask Dr. Shah.
There is an ongoing debate over the use of cash-based food assist-
ance, whether it is cash or food vouchers. I obviously knew, as we
all know, the benefits, timeliness of food getting to desperate peo-
ple, and it is less costly to implement. But opponents argue that
this is susceptible to fraud.

Let me ask you, with retina and other biometric scans and mo-
bile tracking data and other technologies, how secure is a cash-
based system? We hear of success stories like the one in Zaatari,
refugee camps in Jordan. There is a market where people can buy
and select their food, giving them some semblance of dignity. Aren’t
we one of the few remaining major donor countries to hold on to
an in-kind food donation system?

Mr. SHAH. Well, thank you. And yes, we are the only major donor
that continues to send our food as opposed to our resources, and
that impinges the capacity to be successful for all of the imple-
menting partners. I would note on security of electronic vouchers
and paper vouchers, at this point we now have 8 years of history
doing this.

So before it was debatable to say, “Oh, is this going to be less
secure or less effective?” What we now know is that this is prob-
ably more secure because you can target the household. You don’t
get convoys being attacked, because you are not sending convoys of
cash; you are sending an electronic payment through a secure sys-
tem to a vulnerable household.

And by the way, the alternative is that food shipments are often
attacked, and that speaks to the security risks of doing this work
in increasingly challenging conflict-affected environments. So there
really is no debate anymore about is this more secure, less secure.
It is clearly as or more secure.

There is also no debate about is it effective or less effective. It
is far more effective. It is certainly more efficient, but it also allows
us to do a better job of targeting the most vulnerable families and
children within a community. And that was basically the example
of Somalia. It is like once you had that targeting done well you
could make a huge, huge difference in a child’s death through a
famine very, very, very quickly. And you would never be able to do
that if you had the physical responsibility of providing people with
actual food that came from the United States.

Mr. ENGEL. Thank you. Let me ask Secretary Glickman. When
the Food for Peace program was initiated back in the 1950s, obvi-
ously the landscape for American food aid was much different than
it is today. There were high agricultural surpluses, low prices that
were threatening the security of U.S. farmers. The U.S. shipping
industry was in decline and food needs around the world were ever
increasing.

What is different now, and, in your opinion, why would reform
be a big plus for American agriculture?

Mr. GLICKMAN. Surpluses of the major commodity crops are no
longer nearly as great. There are still some crops with surpluses
episodically, periodically, but overall we are dealing with supply
and demand in the world. As Dr. Barrett talked about, a global
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world which is much more in sync and in equilibrium. So therefore
the need to use surpluses to, let’s say, bring down supplies to get
price up is no longer anywhere near what it was before. And it
probably has no impact on the price, also as Dr. Barrett says.
These are global markets and the amount of food aid in the total
amount of exports of corn and wheat and sorghum particularly is
extraordinarily small.

Mr. ENGEL. Thank you. Let me get back to Dr. Shah. Dr. Shah,
you and I during the Haiti crisis talked a great deal about what
we should do in Haiti, and I visited there a number of times and
we talked about this. So the earthquake there really impacted us
all.

The people of the region obviously are still suffering from the de-
struction today. I have seen firsthand how the sale of American
rice under the Food for Peace program there drove the local rice
farmers out of business, making it harder for the Haitians to feed
themselves. So if we had enacted the reforms to food aid before the
earthquake hit Haiti 5 years ago, how would our response to this
tragedy have been better and how would it have been different in
other disaster situations?

Mr. SHAH. Well, we have a very specific answer to that question
because as a result of using non-Food for Peace assistance tools
and shutting down Food for Peace, American food handouts, and
monetization in particular, we were able to basically test and an-
swer exactly what would happen. And we saw what would happen.
We have seen a more than doubling of farm production in Haiti as
a result of taking away the dumping of American food and enabling
and supporting those farmers to have access to better science and
technology through Feed the Future.

We have seen voucher programs like the one implemented by
CARE International that target the most vulnerable households
and children, give them a biometrically secure card, as you point
out, and then allow their children to get access to the kinds of foods
people need when they are malnourished. Not just bags of rice,
which as we know has very limited total nutritional value for a
starving child.

And the result has been proven in the Demographic and Health
Survey, which is by far, it is frankly the only, it is also the best
actual survey out there to tell you what is happening, and acute
malnutrition in Haiti is 50 percent lower today amongst children
than it was the day before the earthquake.

This could happen everywhere we do the work if we had food aid
reform because we know we have the science, we have the tech-
nology, we have the know-how, and frankly we have the capacity
to study the impacts and we know how to do this. It is just the pro-
gram was designed 60 years ago and we keep doing the same
things we did 60 years ago.

Mr. ENGEL. Let me just, with the chairman’s indulgence, pivot it
back to Secretary Glickman about this. Critics argue that buying
food in-country instead of delivering U.S. commodities actually un-
dermines the message of U.S. generosity and goodwill for those in
need. So I don’t believe that but I want to hear what you believe.
Do you believe that USAID can still send the message that the
U.S. is a partner for development and here to help those in need
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around the world while being more flexible in how it spends U.S.
food assistance dollars?

Mr. GLICKMAN. I do. Saying that, I think that I am not one that
would eliminate in-kind assistance totally, because I think there is
a role for U.S. commodities when it can’t be purchased locally and/
or when the voucher program doesn’t work or you have these immi-
nent emergencies like we had in Haiti or other places.

However, American generosity is real. Just one example on this
conference we went in Tanzania that Congresswoman Bass went
with me on. What struck me about this was the positive feelings
about the United States of America. There is Chinese investment
all over Tanzania, mostly in infrastructure, but some in agriculture
and some in sanitation and water, but mostly in infrastructure.

And yet, the clear acknowledgment from people we went to was
American generosity writ large is profoundly agreed to, well re-
spected, and it is one of the few places in the world I have been
to where I honestly believe we are very popular in terms of what
we do. And I think in large part that is due to the totality of Amer-
ican assistance in health, which is a big thing. It started with
President Bush and Bill Gates and others, in agriculture, in edu-
cation and infrastructure. There is still a whole litany of problems
to be solved there, but I don’t view this issue as hurting our ability
to be a positive influence.

Mr. ENGEL. Thank you. Thank you, Mr. Chairman.

Chairman RoYCE. Thank you. We go now to Congressman Dana
Rohrabacher from California.

Mr. ROHRABACHER. Thank you very much. We define ourselves
very much by the things that we do, and not necessarily what we
say or what we would like to have other people think about us but
what we actually pay attention to and try to get done. And let me
commend Chairman Royce. Since he has been here he has made
his priority, first it was reforming freedom broadcasting that Amer-
ica does. That was his number one goal here and worked so hard
on that and has had an impact on that.

And also the second thing that he has made it his priority has
been reforming American food aid. And he fought a big fight on the
floor, I backed him up I want you to know. And so I think we can
be very proud of those values, Ed, and very proud to serve with
you.

We need to restructure American foreign aid. I don’t think that
we can give grants to people, frankly, anymore. That in a way of
basically expanding American interests around the world, foreign
aid, I think, has to go from nation building—and in many of those
cases in the past what we have done is sustain poverty rather than
break the chain of poverty and help special interests in various
groups. That I believe foreign aid needs to be an emergency re-
sponse to the world in times of natural catastrophe, times when
things are really desperate for people we can come and help.

And we have got to expect America to be able to do that. I don’t
think we can be a nation-building organization for everywhere in
the world anymore, we just can’t afford it. I would suggest that
when there is a natural catastrophe or some upheaval that would
be what we would want to do, because, Reverend, it is not just up
to God. How God makes Himself a part of what we do on this plan-
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et is to work through those who believe in God, and God inspires
us to do good work. There is not going to be a lightning bolt from
heaven solving these problems.

Dr. Shah, I really want to know about that packet because I
know you have been waving it at us. And I will tell you that that
makes sense to me. Is that a packet say that will, you can give that
pa<i11<61339t0 some starving child and that will prevent starvation of
a child?

Mr. SHAH. Yes, sir. This is based on a product called Plumpy’nut.
It is a peanut paste which is very high protein. And Dan and I and
so many others have been to these places where you have a child
who can barely hold up their head. They are in a dusty camp in
Dadaab where they have just come out of Somalia, and instead of
mixing in that sitting water, corn-soy blend, and producing a por-
ridge that is, frankly, low in protein, you can give them a pre-pre-
pared food that is much, much, much more effective at resusci-
tating them very quickly. And they will go in 2 to 3 weeks, as little
as 10 days actually, of targeted feeding, they will go from looking
like they are on the verge of death to being a sort of fat-faced smil-
ing little kid that has been resuscitated. And that is just knowl-
edge, technology, and know-how.

Mr. ROHRABACHER. And can we produce this in such numbers as
it makes sense economically to do that as compared to making that
porridge?

Mr. SHAH. Absolutely. We make this in Rhode Island. We can
make this all over this country. And frankly, if left to its own de-
vices, 10 years from now in my view we should be sending almost
no bags of grain. I mean, it is just not 1954. I mean, we should be
sending targeted, nutritionally enhanced foods that resuscitate
children as they need it.

1\/51; ROHRABACHER. How much does that packet cost then to
send?

Mr. SHAH. So I don’t know the actual costs of the different prod-
ucts. Some are for supplementary feeding; some are for therapeutic
feeding, which means children who are right on the verge of starva-
tion.

Mr. ROHRABACHER. But what about that nutritional thing just
that basically you were mentioning?

Mr. SHAH. The nutritional impact of this?

M;" ROHRABACHER. Yes, yes. No, no, no. How much does that
cost?

Mr. SHAH. Oh. Well, I would put it this way. Ten days or 2 weeks
of targeted feeding with newer technologies like this is a much
more cost effective way of resuscitating a child than shipping over
a bag of grain, mixing it with water, feeding them porridge. And
by the way, even more on the cost because you have to sustain that
activity for months in order for them to be resuscitated off of por-
IS‘idge. That is why we don’t—we wouldn’t do this in the United

tates.

Mr. ROHRABACHER. Because you had mentioned it doesn’t taste
as good as peanut butter they will want to go to their own local
food as soon as they can and as soon as that is available.

Mr. SHAH. It is a little dense. They make it so that the kids like
it, but it is a little dense if you or I were tasting it.
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Mr. ROHRABACHER. Okay, well, thank you very much. Thank all
of you for your good hearts and trying to get us to do something
positive out of Congress here.

Chairman RoYCE. Thank you. Karen Bass of California.

Ms. BAsS. Let me join in thanking the chair and the ranking
member for this hearing and also for your leadership on this issue.
And like the ranking member said, I think it is another example
of how this committee works in a very bipartisan fashion.

I have had the opportunity in several countries, Tanzania, Ethi-
opia, Kenya—Mr. Glickman mentioned the trip to Tanzania re-
cently—it is really inspiring to meet with local communities, local
villages, and see how they have moved from subsistence farming to
now turning a profit and actually being able to develop their vil-
lages and share that knowledge.

And I think it is an incredible example of how we can make a
contribution that is not just a one-time contribution of let me give
you some food, but let me share our scientific knowledge in farming
so that you can become independent and productive on your own.
So I am a big supporter. There is no question about that.

And it is wonderful to see you back with us, Dr. Shah. You seem
so much more relaxed. And Mr. Glickman and the other panelists,
really appreciate your time today.

But I want to raise some questions that have been raised by my
colleagues who are either not sure whether they support a change
in policy or actually differ with it. And you have made reference
to some of these points, but I wanted you to draw out and articu-
late it more. One of my colleagues is concerned about the maritime
employment, and specifically because there is a school in his dis-
trict for merchant marines and he is worried that if we make fur-
ther changes in the program that then there will not be the jobs
f(})lr merchant marines. So I want to know if you would talk about
that.

Other members are concerned about the money. When it says
that we are going to hand out cash they are worried about the ac-
countability and how we manage that. Dr. Shah, you mentioned
that it is electronic transfers, and I am wondering how that takes
place specifically in countries like Somalia or in rural areas. You
talked about problems about monetization, the current program. If
you could describe that and the change that needs to be made. So
I would just throw that open to the panel for anyone that would
like to answer.

Mr. SHAH. Well, thank you. And thank you for your leadership.
Maybe I will go backwards through these. So monetization, just to
be clear on what this is I want to offer an example about a pro-
gram we actually ran in the DRC, Democratic Republic of Congo.
To get money to an NGO to help them protect women and girls in
a farm community in eastern Congo that was characterized by
strife, we were buying food in the American Midwest, shipping it,
I believe, out of Louisiana, then watching it go all the way to Afri-
ca, having ground transport from the port to eastern Congo, selling
it on the market in eastern Congo thus depressing the local prices
of the only financial activity folks there do which is farm, taking
the cash of which there was 42 cents on the dollar left, and giving
it to a local NGO.
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It was the most—and granted it is one example, and I think on
average monetization only makes something like 30 percent of the
money just disappear, but this is an extreme example. But the fact
that we were doing this struck me as totally ridiculous. And so that
is just what monetization actually is and what it looks like.

And maybe 50 years ago you were introducing that local commu-
nity to American wheat such that you were creating an export mar-
ket for the American food industry, the American farmers today
would not want you to be doing that in eastern Congo. They would
care more about those girls than they would that someday they are
buying our wheat.

On the money and the electronic transfers, rural Kenya is a good
example. But they have an M-Pesa program where you literally
text money by SMS text. You can, everyone, even the poorest
households in the most rural, most difficult migratory part of that
country have M-Pesa accounts and mobile phones. You can get
them the resources very quickly. They can cash it in for food, and
it just works. And then we have data from all over the world show-
ing it works, it is secure, it is not wasted at all. And I think it is
actually more efficient and more secure than trying to send food
into northeast Kenya.

And then on maritime employment I will let Dr. Barrett com-
ment on it. But I will point out we did a very careful analysis. The
ships in the program that are, they are literally called “military
non-useful” ships that are just dependent on food aid. I actually
had my team at USAID show me the photos of the ships.

You should ask them for the photos, because all you have to do
is look at them and you will say there is no way. If the American
military depends on these ships to keep us safe and secure we have
a larger challenge than food aid efficiency. And the number of
mariners that are on the actual ships used that are in the non-mili-
tarily useful category, which are the highly dependent ones, is neg-
ligible. It is a very, very small number. It is in the tens. It is like
70 or 80.

And the maritime leaders I spoke to in the United States and
around the world were more than willing to be flexible in order to
create a more effective humanitarian picture. These are huge com-
panies. They make $60 billion a year. The negative publicity of
their position on these issues is probably more harmful to them
than the $20-30 million of profit when you are making $60 billion
a year.

Ms. Bass. Mr. Chairman, can I ask just one more question? I
think you were going to respond, Dr. Barrett, but before you do, Dr.
Shah, you have made reference several times to the data. And it
would be nice if we could see that in a couple of pages with some
of those statistics highlighted. And it has just, really, all of this has
been an incredible accomplishment during your tenure.

Mr. BARRETT. Mr. Chairman, if I may. Congresswoman Bass, you
ask really important questions. It is important to keep in mind
that in 1996 the Congress enacted a new program, the Maritime
Security Program, designed to ensure that militarily useful vessels
were available to the Department of Defense for sealift capacity. So
vessels that are militarily useful get $3.1 million per year as effec-
tively a call option on vessel and crew.
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Very few of those vessels are mobilized, but they have been mobi-
lized, for example, in the Gulf War. We have had a few in use in
recent years as well. That provides the vehicle originally intended
under cargo preference and ensures that only militarily useful ves-
sels are being paid for their services and their crews.

Now maritime employment is a slightly different issue from mili-
tary readiness and sealift capacity. It is crucial to keep in mind
that we have just run an experiment. In 2012, the Congress re-
duced the cargo preference provision from 75 percent to 50 percent,
so we have just run an experiment in reducing cargo preference.
What employment effect did it have in the maritime sector? Zero.
Absolutely none. There are no documented vessels that came out
of service because of a reduction in agricultural cargo preference
coverage, no losses of mariner jobs or onshore jobs associated with
maritime for our agricultural cargo preference.

The reason is the Jones Act that regulates coastwise trade has
a 38,000 vessel fleet. There are an enormous number of vessels ply-
ing American waters with mariners who handle cargoes just like
those in agricultural cargo preference. That is a rapidly growing
coastwise trade. It is a far larger source of employment. Agricul-
tural cargo preference is a drop in the ocean for maritime employ-
ment. And having just run this experiment we know that it doesn’t
actually have an impact. Thank you.

Chairman ROYCE. Thank you. We go to Randy Weber of Texas.

Mr. WEBER. Thank you, Mr. Chairman. Dr. Shah, you said M-
Pesa accounts in Kenya. M-P-e-s-a?

Mr. SHAH. Yes, sir.

Mr. WEBER. And that stands for?

Mr. SHAH. I am not sure. That is a good question. The M, I
think, is mobile, and Pesa must be reference to currency.

Mr. BARRETT. Pesa is the Swahili word for money, and the M
prefix in Swabhili is for person. It literally means “moneyman.”

Mr. WEBER. Okay, well, being from Texas I am used to peso, just
not used to pesa. I guess that makes sense. How do you protect
against fraud? You said it is secure and you said it is a good sys-
tem, but these hackers and these internet thieves are very, very ca-
pable and very, very creative. How do you protect against that?

Mr. SHAH. Well, I would just say the comparison is against ship-
ping American food. And a truck filled with American food is a
more vulnerable target and has been proven to be a more vulner-
able target than an electronic transfer that goes through an M-
Pesa system or an alternative system like that.

Mr. WEBER. I guess that makes sense. And also it is a bit more
protective of the personnel involved. It is hard to get somebody
shooting at you through the internet.

Okay, and we will go to Secretary Glickman. I represent the sec-
ond largest rice producing district in Texas and rice is a commodity
often used in U.S. food aid programs. Now these packets—and by
the way, what was the second packet?

[Audio malfunction in hearing room.]

Mr. GLICKMAN. And then this, what was this here?

Mr. SHAH. There are actually three products. One is the supple-
mentary food which is the Plumpynut that I think is made in
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Rhode Island, one is the therapeutic version of it which is a much
denser

Mr. WEBER. Okay.

Mr. SHAH [continuing]. More richer version of the same——

Mr. WEBER. Got you. You said that, okay.

Mr. SHAH. This is a cracker that—a cookie that is also enhanced.

Mr. WEBER. All right, thank you. Last week, Jamie Warshaw
with USA Rice testified before my counterparts on the Agricultural
Committee regarding the strong amount of good that comes with
a bag of rice that is raised from the American people. Now if I un-
derstand correctly, you just said you would believe that in 10 years
no more grain is being shipped over there.

Secretary Glickman, as Secretary of the Agriculture you were di-
rectly behind much of the international food aid contributions. You
believe that that got us goodwill. So large bag of grain or rice or
whatever, is there a mix here? Do you think this gets us as much
goodwill? What is your take on it?

Mr. GLICKMAN. I think there is a mix. I don’t think we are going
to eliminate in-kind assistance for everywhere in the world. There
is just too much stuff that has been in the politics lately, but there
is too much stuff happening.

Mr. WEBER. Forgive the pun. There is too much stuff that has
been ingrained?

Mr. GLICKMAN. That are ingrained. No, there is too many things
happening with respect—I was thinking about if the South Caro-
lina tragic flooding had happened, which it has happened, in Tai-
wan or in South Korea or in Central America, we just had this
problem in Guatemala last week with massive floods, we would be
shipping some in-kind assistance. There is just no question about
it.

So, it is a mix and it requires flexibility, it requires judgment.
And yes, I think it probably helps the U.S. to have that physical
commodity go there, but that is not the prime reason we ought to
be doing it. Because you also will get the similar benefit on the
products that you are seeing there because they will say product,
or help from the American people or USAID or whatever.

Mr. WEBER. Okay. And then, finally, with the development of
food aid programs targeting the most poor and chronically hungry
communities, and having impressive results shown by the USAID-
commissioned second Food Aid and Food Security Assessment and
important linkages with Feed the Future, we want to be careful not
to lose such unique programs and tools that have been become vital
and effective within the range of our global food security strategy.

So I know we have tremendous pressures to respond to signifi-
cant humanitarian crises, but with development program waiver
language in Section 300 of Senate Bill 525’s food aid reform bill,
have we reached the point where we need to allow the USAID to
waive those fragile developmental gains of the Title II development
programs to create those more emergency response programs? Do
we need to change that? Any of you.

Mr. BARRETT. If I may, absolutely, Congressman Weber. It is im-
portant to keep in mind it costs about $125 for treating children’s
severe acute malnutrition with the sorts of products that Dr. Shah
has shown——
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Mr. WEBER. 125 per

Mr. BARRETT. Per child life-year saved.

Mr. WEBER. Per year?

Mr. BARRETT. Per year. So that is a relatively modest invest-
ment. You compare that against the cost of delivering grain from,
purchased in the United States, we are talking something on the
order of 11 or 12 children’s lives per shipment, just the excess cost
of shipments. And keep in mind that providing the Secretary of Ag-
riculture and the USAID Administrator with flexibility, it doesn’t
say U.S. agriculture won’t participate.

We are the most productive agricultural economy in the world.
We are the world’s largest agricultural exporter. The rice farmers
in your district, sir, will continue to ship rice to these very places,
providing in many cases the rice that will be bought locally because
they are the most efficient farmers in the world right now.

The key thing is being able to buy the best quality product at the
best price at the time it is most needed, and American agriculture
and American food producers, manufacturers, millers, can play a
very valuable role in that with no impediment whatsoever. And for
just $125 per child life-year we will get a much better product for
the productivity of American industry and agriculture. To me it is
a no-brainer, sir.

Mr. WEBER. Okay, thank you. Mr. Chairman, I yield back.

Chairman ROYCE. The Chair thanks the gentleman. The Chair
recognizes Mr. Cicilline.

Mr. CiciLLINE. Thank you, Mr. Chairman. And I want to thank
you, Chairman Royce and Ranking Member Engel, for this really
important hearing on an issue that is, literally, a question of life
and death. I think there is nothing more important in our humani-
tarian assistance than food because without proper access to food
and nutrition children cannot live and attend school, men and
women can’t work, mothers can’t take care of their children. And
that is why I am very proud that the United States is the biggest
supplier of food aid in the world. And I appreciate this hearing that
will draw attention to ways that we can improve and streamline
the food aid process and make it even more effective and impactful.

I just want to take 1 minute to recognize the work of a wonderful
nonprofit based in my district in Rhode Island that does so much
work in this area of food aid and global nutrition. Dr. Shah was
raising Plumpy’nut, which is produced by Edesia Global Nutrition
Solutions, a really innovative and targeted approach to ensuring
that populations around the world have access to healthy nutri-
tional food by producing ready-to-use therapeutic and supple-
mentary foods through large humanitarian organizations such as
UNICEF, the World Food Program, and USAID.

This organization has demonstrated incredible leadership in
tackling the issue of international food aid and I applaud them and
particularly their founder Navyn Salem for their extraordinary
work. And Mr. Chairman, I ask unanimous consent to enter into
the record the statement of Edesia which is based in the first con-
gressional district of Rhode Island. And I will pass that along.

Chairman ROYCE. Without objection.

Mr. CiciLLINE. Thank you.
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I want to thank the witnesses for your extraordinary work in this
area and for your testimony, and ask, I just really have three ques-
tions and open it up first to Dr. Shah. I know that in response to
the Syrian humanitarian crisis the Emergency Food Security Pro-
gram has allowed the use of cash resources, and I wonder if you
could speak a little bit about the experience in Syria and why that
has been important and what the benefits are in responding to
emergencies like Syria.

One of the questions that some of the opponents of these reforms
have raised, as my colleague Congresswoman Bass has mentioned,
is about the nutritional value. How do we ensure that the food is
meeting certain nutritional standards and maybe what we can do
to ensure that that happens?

And then finally, the most important question for me is, as you
listen to the testimony and you study this issue it seems really ob-
vious that these reforms are necessary to make our aid work more
effectively and to reach more people who are needing this nutrition
and food. And it seems as if, according to the testimony today it
is supported by the maritime industry, it is really supported by
most farmers. Why hasn’t it happened? What do you see as the ob-
stacles and what can we do to overcome those obstacles, because
it makes so much sense to me. And I know Mr. Glickman will have
some insight on that as well.

Mr. GLICKMAN. Some of this is just historical. As I pointed out
before, we have grown up with the physical observation of giving
things overseas and it has been part of our culture. And I think
it was based on, as I said, the nature of agriculture, although I
think the farm community always had a strong humanitarian core
to it in addition to the need to relieve themselves of the surpluses
that they have had.

But I do think that more education is needed on this because the
facts are really clear: We need more flexibility. It doesn’t have to
be 100 percent, but we need to move like what you have done al-
ready, from 25 to 50 percent or whatever the number that you
would come up with. I think we would save a lot of lives.

Second of all, nutrition, as Dr. Shah’s organization has done so
much in this. Raw commodities are not necessarily nutritional sal-
vation. We are learning a lot more about nutrition and vitamin
content and nutrients to not only to build lives but to prevent dis-
ease, particularly non-communicable diseases.

And so we are going to have a lot of technology in the future with
private sector groups like the ones in your district and others to
amplify what we are already sending and most of that is not going
to be in bags of food. But I just think we need more and better edu-
cation——

Mr. CiciLLINE. Education.

Mr. GLICKMAN [continuing]. As we are talking about these issues.

Mr. SHAH. I just want to build on Dan’s point, because I think
within the traditional three stakeholder groups, agriculture, ship-
ping, and NGO, there is mainstream support for reform in each of
those groups. There has been a history of categorizing those groups
together though and saying the shippers think X or the NGOs
think Y.
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And the reality is, in each of those categories there are one or
two parts of the stakeholder community that would rather not see
reform and are promulgating the concept that the program will
somehow fall apart if its focus shifts from essentially requirements
on behalf of agricultural and shipping interests to results and evi-
dence on behalf of what saves the most lives most efficiently.

And the only response to that I would say is, if you look at every
other country that has made this shift over the last 50 years their
level of commitment has not gone down, it has gone up. And even
in tough environments, even in just the last decade, countries like
the United Kingdom have managed under a conservative govern-
ment to significantly increase their investments in these kinds of
activities motivated more by the idea that they are getting effi-
ciency and results and outcomes than by the idea that they are
somehow protecting or taking care of a domestic stakeholder group
and constituency. Because as Dan points out, mathematically the
program no longer really meaningfully supports those constitu-
encies on a financial basis. So that hopefully is helpful.

Mr. CiciLLINE. Thank you. I yield back, Mr. Chairman.

Rev. BECKMANN. May I just add, I think there is real concern
that food aid programs have been sustained by a particular set of
partly self-interested actors for all these decades, and so if you take
the self-interest out of it that maybe the funding for food aid will
drop.

So, in fact, I think say for rice growers the real self-interest stake
at this point is that between 1990 and today the number of people
in extreme poverty has dropped in half. And those people are now
eating, and a lot of those people are eating rice. So somehow within
the ag community especially we need to make the shift to help—
the real stake, the real self-interest stake of U.S. agriculture is
that people get out of hunger and be able to buy food, and then not
just raw commodities but also ideas and knowledge about how to
do it right.

And then I think what is important about that is not only fund-
ing for food aid, it is funding for all of our, everything we do to help
reduce poverty around the world. There is just deep cynicism still
among the American people. People don’t know that the world has
made progress against poverty. I think only 10 percent of American
voters know that. And then if you ask a typical voter how much
of our aid, our foreign aid really gets to the people it is supposed
to get to, something like 10 percent think that, oh, yes, it really
gets to the people who need it. They support it anyway.

So it is really crucial that you reform food aid partly because of
that broader constituency, because this is really a scandal and it
has to be fixed or it undercuts support not just for food aid but for
everything that our country is doing to support progress against
hunger and poverty around the world.

Mr. PERRY [presiding]. Thank you, Reverend. The Chair also
thanks the representative from Rhode Island. The Chair now turns
to himself for some questions. Dr. Barrett, in determining fair and
reasonable rates, MARAD allows for a 19-percent profit margin for
U.S. ships moving food aid but only a 9-percent margin for ships
moving DoD cargoes. Given the humanitarian mandate of Food for
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Peace does this seem fair and reasonable? Just if you can talk us
through that.

Mr. BARRETT. I run an undergraduate business school, the Dyson
school at Cornell. If I offered my students the opportunity to make
a guaranteed 19 percent return on all their activities I don’t think
we need to teach them a whole lot. Just let them sign up and take
the option. That is an extraordinarily high guaranteed rate of re-
turn. Because keep in mind, this is a reimbursement-plus margin
contract that is on offer. And the fact that it is a higher rate of re-
turn guaranteed on humanitarian shipments than it is on military
shipments begs the question of why would we offer a 10-percent
profit premium because you are helping out people who are starv-
ing? It sort of defies logic and it is clearly an anti-competitive prac-
tice.

Again I run a business school. I am a big believer in the virtue
of competition and private enterprise. And what we really need to
see is that the shipping lines that are able to provide very cost ef-
fective freight delivery services over long distances—the mariners
who do these activities are very brave souls, tragically we just saw
a vessel lost during Hurricane Joaquin. These are not jobs to be
taken lightly. These are not tasks that are unimportant. But the
question is why are we guaranteeing an extraordinarily high profit
margin when this is a highly competitive industry? Let the vessels
compete, and let’s let the commercial producers who now also need
those same ocean freight services get access to the same vessels
without having to see them diverted from time to time because
there are these windfall profit opportunities associated with the
MARAD rules on mark up.

Mr. PERRY. So in keeping with that, a study by AEI has found
that U.S. shipping companies are charging higher rates for U.S.
food aid cargoes than other commercial cargoes carried on the very
same vessels. Any idea how this cost discrepancy can be accounted
for?

Mr. BARRETT. The economics of it are rather simple, sir. When
you don’t have competition the provider can mark up the price.
Commercial cargoes are highly competitive. It is a very competitive
market out there. That is one reason why——

Mr. PERRY. So there is nothing special with carrying food that
would justify the increased cost for the sake of itself?

Mr. BARRETT. No, it is

Mr. PERRY. In your opinion.

Mr. BARRETT. The same vessels are carrying agricultural com-
modities commercially and they are just charging less when they
are carrying them commercially because the market won’t sustain
the inflated price associated with the cargo preference. The protec-
tions drive up the price. It is monopoly pricing.

Mr. PERRY. Okay. Dr. Shah, the farm bill, the 2014 farm bill pro-
vided some cash flexibility, and you also have the Emergency Food
Security fund. Can you explain why you are pressing for more flexi-
bility? Has not enough been provided at this point?

Mr. SHAH. No, not enough has been provided. And if you look at
what the farm bill did, and I was very, very grateful for the
progress made in the farm bill, it took the part of the food aid ac-
count that goes to administration but also to results monitoring
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and measurement data and analytics, and took that from 13 per-
cent to 20 percent and then made that more flexible such that that
could be used for the kinds of things we are talking about on this
panel. Cash transfers, vouchers, medical foods, et cetera.

So in practice it was a 7-percent on the total volume of additional
flexibility, which isn’t a big gain but it is 7 percent. I mean, it
should be 50 percent or 60 percent or something like that if we are
going to get serious about reform.

Mr. PERRY. So just to codify the argument, it is a move in the
right direction but just way too small from the perspective of what
absolutely needs to be done and what actually needs to be done.

Mr. SHAH. Exactly.

Mr. PERRY. Okay, thank you. The Chair now turns to the rep-
resentative from California, Mr. Bera. Dr. Bera.

Mr. BERA. Thank you, Chair. Yes, it is good to see Dr. Shah back
in here, Secretary Glickman, and all the witnesses. Obviously an
incredibly important topic as we reflect our values as Americans
wanting to relieve suffering around the world. Would it be accurate
to say the goal of this program and Food for Peace primarily is to
relieve that suffering, relieve suffering from hunger, starvation,
and food insecurity? Is that an accurate assessment?

[Nonverbal response.]

Mr. BERA. That that should be our driving goal. So in that con-
text, when we look at using the taxpayers’ resources, we should
evaluate that in the context of how do we best use those resources
to achieve that goal; is that fair?

[Nonverbal response.]

So in that context, Dr. Barrett, I think you suggested that for
every dollar we are spending about 35 to 40 cents that goes to
achieve that goal, compared to comparative economies like Canada
where it is 70 cents per goal?

[Nonverbal response.]

So we are not doing a very good job in using our resources to
achieve what the driving goal is. Is it accurate that potentially a
secondary goal is, within U.S. industries, within the agricultural
sector, within the maritime sector, to help stabilize those indus-
tries, was that a secondary goal in the original design or was that
just—I guess Secretary Glickman.

Mr. GLICKMAN. Well, certainly, 1 secondary goal in the agri-
culture sector was relieve the U.S. from massive surpluses which
kept prices low. I can’t speak as much to the maritime, but my
guess is that there were similar pressures there as well a long time
ago.

Mr. BERA. But again, that may have been a secondary goal in the
original design of the program back in the 1950s. I guess, Secretary
Glickman, if we allowed some flexibility in the program today to
change from just shipping commodities to perhaps purchasing prod-
uct in-country or shipping higher nutritional commodities, how
would that affect the agricultural sector today?

Mr. GLICKMAN. In terms of net income on reduced, let’s say in-
kind shipments it would be negligible. It would be virtually insig-
nificant. Now there are a few things that we have seen some in-
crease in in-kind assistance. I think grain sorghum we have seen
some increase on the purchase for humanitarian assistance. And I



48

mention these pulse crops which are largely lentils, they are still
very, very small. But in terms of the major U.S. commodities,
wheat, corn, soybeans, it would have virtually no impact at all.

Mr. BERA. And Dr. Barrett, on maritime security, on maritime
employment would it have much impact?

Mr. BARRETT. Zero. And let me also just echo in the agricultural
sector growth, small specialty crop sales into the food aid system
is being driven largely by needs assessments in countries that are
calling for commodities that are more suited to that population and
naturally eat sorghum, et cetera. The income effects on American
growers are zero. Same effects for maritime employment, sir.

Mr. BERA. Okay. So in that context the secondary goal, really,
again we should be making our decisions as Members of Congress,
and I think the taxpayers would expect us to make those decisions
for that primary goal of relieving suffering, using our resources in
the most efficient way to relieve suffering around the world.

Even if there was a secondary goal of U.S. employment, Dr.
Shah, I think in your earlier answers suggested there would be a
better way to use resources and manufacture products, some of
these highly nutritional products that can help relieve suffering in
a more efficient way; is that accurate?

Mr. SHAH. Yes, absolutely. In fact, we did a study when I was
at USAID with Tufts University that demonstrated the nutritional
frontier here, and there is plenty of room for new products that are
both peanut based, rice based, U.S. commodity based, but nutri-
tionally enhanced and prepared. And as I have noted, 10 years
from now it should all be, the program should be advanced manu-
factured foods, and we have seen a track record of creating U.S.
jobs here as a result of that opportunity.

Mr. BERA. Fabulous. And I would imagine there is a secondary,
because if we are shipping direct commodities I imagine there are
some costs to loss of food for spoilage and certainly the cost of stor-
age as well in-country, as well as the shipping costs that products
like these highly nutritious products are probably easier to ship
and certainly easier to store, and spoilage is less of a factor. That
is probably pretty accurate.

Just in my short time left, I think, Dr. Barrett, you quoted a
number, $125 per child-years saved. If you could just expand on
that.

Mr. BARRETT. Sure. That figure, that estimate comes out of a re-
cent study published in the journal Lancet, a leading global public
health journal, where a collection of leading scholars looked at the
cost effectiveness of different interventions for public health. And
child acute malnutrition is commonly identified as the single most
cost effective intervention we can make in the world.

The Copenhagen Consensus, for example, in assessing a wide
range of prospective global interventions identified addressing child
nutrition, in particular severe acute malnutrition, as the highest
benefit-cost ratio investment available to the global community. So
it is at $125 per child life-year saved. That is the cost per child life-
year saved. So for a newborn with a 70-year life expectancy, multi-
plied by 70 we are talking something like $8,000 for a child to live
a full, healthy life.
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Mr. BERA. Mr. Chairman, if you would indulge me. Dr. Shah,
within that $125 would it be more efficient for us to spend those
resources on these highly nutritious products?

Mr. SHAH. Absolutely. Absolutely. In fact, it is important to rec-
ognize that the sort of bulk grain feeding approach was never de-
signed as a targeted solution for child malnutrition. It was de-
signed for exactly what it was, getting rid of American commodities
and in places that were commodity-scarce having some food, be-
cause it seems logical that food helps saves lives during a famine.

Mr. GLICKMAN. I just want to make one other point. This is for
agriculture. A lot of these programs grew in recent years in large
part because of bipartisan support of two farm-state Senators, Bob
Dole and George McGovern. I am sure there were some foundation
for getting rid of surpluses, but most of this is because of the nutri-
tional efforts of the program. And so I don’t want people to think
that agriculture is just interested in moving commodities, it has got
a long history on the humanitarian side as well.

Mr. BERA. Absolutely. Thank you, Mr. Chairman.

Mr. PERRY. The Chair thanks the gentleman. The Chair now rec-
ognizes the gentleman from Virginia, Mr. Connolly.

Mr. CoNNOLLY. Thank you and welcome to our panelists.

My first job here in Washington was to be the executive director
of the American Freedom from Hunger Foundation, and I spent 10
years doing that before I went to graduate school. And during that
time, Reverend Beckmann, by the way, worked with Arthur Simon
in the founding of Bread for the World. I didn’t found it, he did,
but I provided some counsel and assistance in how to set up that
nonprofit. I also worked with Paul Simon. When he was lieutenant
governor of Illinois I wrote the introduction to one of his books on
the politics of hunger. So this topic is near and dear to me.

Candidly, Dr. Shah, what you just said about the founding of the
program and the purpose of the commodities, I think, is at variance
with Secretary Glickman just said. And I am old enough to remem-
ber George McGovern and Bob Dole and most certainly there was
a nutritional aspect to the program. I am old. And I think we are
being a little facile in just dismissing the commodities aspect of
this program, and I think we are being more than a little facile,
with all due respect, to the politics up here of continued support
for these kinds of interventions and efforts.

Can one really imagine a Bob Dole and a George McGovern com-
ing together in this Congress to support the new food aid program?
Really?

Mr. GLICKMAN. I would do it. I can’t tell you——

Mr. ConNoOLLY. Who would do it?

Mr. GLICKMAN. I think Bob Dole and George McGovern——

Mr. CoNNOLLY. They aren’t here anymore.

Mr. GLICKMAN. No, I know.

Mr. CoNNOLLY. I am talking about this Congress. Can we imag-
ine a Bob Dole, a George McGovern coming together and saying,
yes, let’s fund this. Let’s decommoditize it and fund it because it
is the right thing to do. I am skeptical. I am concerned. I helped
write the last foreign aid authorization bill passed by a Congress.
That was in 1986, Dr. Shah. We have not passed a foreign aid au-
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thorization bill since 1986. There is a reason. It certainly isn’t the
popularity of foreign aid.

So I am just concerned. I don’t have a dog in the fight. I don’t
represent an agricultural area. The last dairy farm in Fairfax
County is Frying Pan Park where we take kids to see what a cow
looks like. We used to be the largest dairy producing county in Vir-
ginia. So I don’t have shipping interests. I don’t have agricultural
interests. I am actually concerned about trying to make sure we
are ‘ihe most efficient and we are helping the largest number of
people.

Reverend Beckmann, you pointed out about the fact that we ac-
tually have some success stories in lifting people out of poverty.
And I agree with you, although I would suggest that the largest
single example, certainly in my lifetime and in human history, is
in China and it is not because of foreign aid. It is because of policy
reform that lifted the largest single number of people out of poverty
in the history of humanity and in the briefest most condensed time
frame, which is a sobering thought.

It wasn’t because of foreign aid or AID or any of the U.N. agen-
cies. Not that they are irrelevant, but that is not what happened
in China. And yes, they now have purchasing power. I remember
in the ’50s there was a famine in China. No one would think about
a famine in China today. That is how much the world has changed
in a relatively brief period of time.

So at any rate you are welcome to comment. I would start with
Secretary Glickman because you come from up here, you were part
of those wars, you were Secretary of Agriculture. Just how easy
will it be, do you think, to put together a coalition that will readily
support this kind of intervention long term in terms of appro-
priating dollars?

Mr. GLICKMAN. Not easy, but not impossible. You all did it in the
last farm bill. You made changes. You made the programs more
flexible. There was opposition, you negotiated the percentages and
what you were going to be doing. These are not the kind of changes
that have to gridlock a congress, to be honest with you. And right
and left there is history of bipartisanship in feeding the hungry
and dealing with the problems of poor and poverty around the
world, as you know, that I think that you can do it. I also don’t
think it takes huge amounts of additional funding. We don’t have
that. We know that.

So I don’t think you are talking about an impossible task, to be
honest with you. And I think your history shows there is reason
to believe that you can work together on this. The other thing I
would tell you is Dr. Shah, I am just going to stroke him for a mo-
ment. He is out of this job.

Mr. ConNOLLY. If I may interrupt.

Mr. GLICKMAN. Yes.

Mr. CoNNOLLY. Don’t make a straw man. No one talked about it
being an impossible task. What I said was I think we are being a
little too facile about the struggle we will face in this Congress.

Mr. GLICKMAN. Yes, well, straw is an agricultural commodity so
I can say that as well. I think the fact that you showed that you
can make some progress before, just in the last few years, means
you can make more progress. And also the nature of the conflicts
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now, they dwarf the conflicts of the last 20 or 30 years. Not the
Second World War necessarily, but they are just everywhere. The
levels are higher, the problems are much greater. So I think you
have got a chance here to really do something good. That would be
my—I didn’t get a chance to——

Mr. CoNNOLLY. From your lips to God’s ears. Dr. Shah.

Mr. SHAH. Representative Connolly, if I could just add a few
thoughts. First is I would in no way contradict Dan. I agree with
not only everything he said, my comment about the nutritional
focus there is no question the agricultural community has sup-
ported these programs with the desire to have significant nutri-
tional impact.

I have been with committee members from the agricultural com-
mittees as we have traveled in settings, and the passion is extraor-
dinary and it is about saving those children’s lives. The point I
wanted to make was that the science about how to do that has
evolved such that actually there is more, we know so much more
today about how to save those lives effectively and efficiently and
it is different from the strategies we used to deploy even 10, 15
years ago. And that is all I meant to imply by that.

The second answer on the politics is I had this experience as 1
learned and met many of the leaders in the shipping community
and the agricultural community. But the shipping community in
particular, I just believe there has been a mismatch of under-
standing that this program is not going to be able to sustain itself
as a major source of revenue for shippers over the course of the
next decade because of natural transitions in what is happening in
the program. The volume of food is coming down. The replacement
of grains with more targeted foods that are just denser and lighter
in aggregate and cheaper to ship in aggregate.

And so the structure of the program is already changing, and
that is already impacting these constituencies. So I do think the
time is now to have an open and partnership oriented discussion.
We had structured, maybe about a year ago, some compromise
ideas that landed in a place where there was significant additional
ﬂexilc)lility, 2 million to 3 million more people reached and lives
saved.

A role for shippers but not in the current context, not the same
as today’s deal, and a focus on bringing some agricultural partners
into this more advanced food picture by creating rice and legume
based products as opposed to just peanut based products that are
more targeted and more effective. So there is a way to design the
future that builds on the politics of the past and I believe there is
an opportunity to do it now.

Rev. BECKMANN. Well, I didn’t know about your help in starting
Bread for the World so thank you for that.

Mr. ConNNOLLY. No, no. I just provided advice.

Rev. BECKMANN. No, I appreciate it. I am encouraged, actually,
by the degree of bipartisanship that we have seen on international
aid issues. You are in the fray so you may not feel it, but it is real-
ly extraordinary that during the Bush administration, the Obama
administration that we have had real improvements and expansion
of the programs that are focused on poverty, hunger, and disease.
And it has been done in a bipartisan way with some authorizing
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legislation, and then steady and pretty rapid increases in appro-
priations for the programs that are focused on poverty, hunger, and
disease.

And those increases have continued since 2011, and I think it is
partly because that our aid programs have worked. People have
seen that PEPFAR has dramatically improved the situation in rela-
tionship to the global AIDS pandemic. And people can see that Af-
rica, half of Africa is doing remarkably well. But some of that is
because of policy reform, but it was also supported by the Millen-
nium Challenge Corporation and IDA and other things that have
been supported by this committee. So I think in a certain way we
are in a really encouraging situation, and getting the reform of food
aid done is really important to sustaining American confidence in
all of these efforts to participate in what the world is doing to re-
duce poverty, hunger and disease.

When I talk to church groups across the country, and I was in
Wichita yesterday. There are a lot of Republicans in Wichita. I talk
about food aid reform in Wichita. I start on that because everybody
is shaking their heads that last year Congress got some additional
food aid reform, enough to give food aid to 1%2 million more of the
world’s poorest people last year at no cost to U.S. taxpayers. Folks
in Wichita liked that a lot. And so I think getting this done is real-
ly important to a continued bipartisan collaboration on some of the
things that this committee has provided leadership for.

Mr. PERRY. Thank you, Reverend. Mr. Connolly, and thank you.
The Chair recognizes now Mr. Sherman from California.

Mr. SHERMAN. Thank you. I begin by pointing out that I have no
farms in my district. I have no ports in my district. I do have or-
anges growing in my state, but I am not sure that oranges are part
of our food aid program. I do not have a dog in this fight. I do not
have an orange in this fight.

But I am convinced that if we simply abolish the Food for Peace
program, and let’s face it, turning it into the money for peace pro-
gram means that it is simply a Xerox of several of our other foreign
aid programs, that we are going to have less total expenditures on
aid in the future. That if you abandon the interests that have been
pushing for this program and say we are not with you, they will
not be with us.

Mr. Glickman, you know a little something about Congress, a lit-
tle something about agriculture. Could you imagine the ag approps
subcommittee just declaring that their total allotment should be re-
duced and that money transferred to the subcommittee on foreign
operation?

Mr. GLICKMAN. Probably not. But let me just say this. I am not
advocating turning the Food for Peace program into the money for
peace program, period.

Mr. SHERMAN. No, I just wanted that

Mr. GLICKMAN. But all we are talking about is flexibility so you
can move money and commodities around a little more.

Mr. SHERMAN. Okay, as to flexibility the State Department has
come into this room on many occasions and they have shown an in-
credible hostility, if anything, to American jobs, to the idea that
anything purchased in America relates to jobs. They have testified
that there is no connection between our trade deficit and employ-
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ment. And they certainly act that way, and if you wonder whether
that is true, just look at the fact that we have the largest trade def-
icit in the history of a million years.

So giving them flexibility is pretty much the same thing if you
give them a lot of flexibility. Do you think that if the State Depart-
ment is given the authority to turn the Food for Peace program
into basically a money for peace program, Dr. Shah, do you think
that the shippers, agriculture, will continue to support the pro-
gram?

Mr. SHAH. The bill that passed or the bill that came very close
to passing here, I guess 2 years ago now, called for a 50-percent
commodity, 50 percent flexibility oriented approach. That strikes
me as about right in terms of the range of both what is politically
possible and what would dramatically enhance the quality of out-
comes. It would allow you to have commodities used and deployed
where they are valued and needed and play a role, and it would
allow you to use the flexible resources to do the targeted feeding,
lifesaving activities, fast and efficient activities. And in that con-
text, I believe the shipping community together with the agricul-
tural community together with the NGO community could support
that type of package of flexible-plus commodity.

Mr. SHERMAN. We clearly need some flexibility and the exact
number that would keep the alliance together while providing the
most efficient aid. There is another part of our aid. Obviously we
want to feed people, but it is also sold to the American people as
a for-peace program, which basically means it is not just for hu-
manitarian reasons. It is to enhance the image of the United
States.

When we buy food locally that is less of a statement to the recipi-
ents that this food is really from America. What is done to make
sure that we have the same, Dr. Shah, impact on the recipients
and on the press covering it and on the whole world? I mean, we
have done nothing as successful in the Islamic world than our aid
after typhoons that hit Indonesia and Malaysia. So what can we do
with the buying food locally and still have that impact? Dr. Shah?

Mr. SHAH. Well, I would just point out that in Haiti, in Tacloban
and the Philippines, in Syria today, in Jordan and Lebanon, when-
ever we use flexible resources they come in the form of a branded
voucher or a branded biometric ID card that a family will hold in
their pocket, will tell you it is saving their family and their society
at a critical time, and is emblazoned with the USAID logo and the
phrase “From the American People” usually written in the local
language. And they take extraordinary pride in that.

So I think we have seen in all of these settings that you can have
a flexible assistance program that is cognizant of the importance of
projecting America’s values, and people react very, very favorably
to that.

Mr. SHERMAN. So some of us are old-fashioned enough to think
a flag on the bag, in this century it is flag on the card. Okay, I
yield back.

Mr. PERRY. And just for the record, as I understand it, right, this
is the bag we are talking about?

Mr. SHERMAN. Okay.
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Mr. PERRY. The Chair thanks the gentleman. The Chair now
thanks the gentleman from New York, Mr. Engel.

Mr. ENGEL. Thank you, Mr. Chairman. I just wanted to ask Rev-
erend Beckmann one last question. So the statistics show that we
can feed between 2 million and 6 million more people in need with
simple common sense reforms, but like everything else special in-
terests get in the way, people looking at how it affects some of
these interests.

So as the CEO of Bread for the World, how do you build—you
touched on it but I would like you to expand on it—how do you
build public and political will to reform our international food aid
system?

Rev. BECKMANN. I think this is a really good issue to build public
and political will for our foreign assistance generally, because I
mean just within Bread for the World it is clear to our constituency
that we fight just as hard to make these programs effective as we
do to get more money. And across the political spectrum the dem-
onstrated concern about effectiveness and efficiency and not just
trying to get more money for poor people but protecting taxpayer
dollars in that process, I just know that that builds support. Not
only for the food aid program but for everything that our Govern-
ment is doing to support what the world is doing to reduce poverty
and hunger.

I thought Mr. Sherman’s point about the agriculture support is
important. We need to, not necessarily, but all of us, I think, need
to be cognizant of the agricultural community’s strong support for
food aid over many decades. Really at this point their self-interest
is not the food aid, their self-interest is reducing hunger. When in
the 1990s when East Asia had a big improvement, lots of people
got out of poverty. That was great for U.S. agriculture.

In the same way as Africa comes out, as people come out of hun-
ger and poverty that means—poor people typically spend two-thirds
of their total income on a couple plates of food a day. So some of
the increased food that people are able to buy, the more variety,
some of that will come from the U.S. and especially like breeder
stock and technology behind the expanded production of food.

So U.S. agriculture has a real and enduring self-interest reason
for being in alliance with hungry people around the world, and it
is really important that as we make this transition that we main-
tain that. So in practical terms it is going to mean compromises
and doing this step-by-step, probably. And I don’t know about the
shippers. I am not sure we can keep them with us. But agriculture,
they have a real stake in this.

And then on top of it most of the farmers and people in farm
states I know, they are conservative, church-going people. If you
tell them that this is a way to save money on a government pro-
gram and then reach more of the world’s most desperate people
with food they are for it.

Mr. BARRETT. If I may, Congressman Engel. There may be a les-
son to be learned in the Canadian experience of reforming their
food aid programs 10 years ago. Canada, like the United States,
ran a surplus disposal program. Like the United States they had
price support programs that absorbed surpluses generated by Ca-
nadian farmers then shipped them overseas as food aid.
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And then the Indian Ocean tsunami hit right after Christmas in
2004, and the Canadian law prescribed that Canada could only
send up to 10 percent of its food aid through cash-based assistance.
Ninety percent of the budget had to be commodities procured in
Canada. The Indian Ocean tsunami hit rice-eating communities.
There is not a lot of rice grown in Canada.

So the Canadian farm community, note the farm community, led
by the Canadian Foodgrains Bank, was so embarrassed by the Ca-
nadian food aid program’s restrictions that the Canadians could not
respond to populations in desperate need of food because they ran
out of their budget in the first 2 weeks, that immediately, within
the year, the Canadian Parliament changed Canadian food aid law.
It went from 90 percent by Canada shipped from Canada to 50 per-
cent within the year.

We shouldn’t have to wait for the same sort of tragic event. The
farm community cares about food. It cares about people eating a
nutritious diet. And these restrictions inhibit our ability as the
world’s most productive agricultural economy to advance that
shared goal. This should be doable.

Mr. ENGEL. Thank you. Thank you very much.

Mr. PERRY. The Chair thanks the gentleman. We also thank the
witnesses for their time and insightful testimony. It is clear that
in a time of unprecedented need we need to do whatever we can
to make our food aid programs as efficient and as effective as pos-
sible. You have all clearly laid out the challenges and opportunities
lying ahead of us and we thank you for that. With that this hear-
ing is adjourned.

[Whereupon, at 12:10 p.m., the committee was adjourned.]
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Chairman Royce, Ranking Member Engel and Members of the Committee: thank you for the
opportunity to submit written testimony on reforming food aid. The United States has a long and
generous leadership legacy when it comes to food aid, feeding more than 3 billion people in 150
countries over the last 70 years. However, our food aid could reach millions more of the 850 million
food-insecure people globally at no additional cost with three important reforms: (1) ending
monetization; (2) increasing the use of local and regional procurement; and (3) reforming the Cargo
Preference Act.

T have farmed for 35 years; run a philanthropic foundation focused on addressing global food insecurity
for the last 16 years; and served as a Global Ambassador Against Hunger for the World Food
Programme since 2007. Based on my travels to 139 countries, and also my experience as a farmer,
philanthropist and advocate, T promise you the stakes for getting food aid right have never been higher.
Hundreds of millions of people experience hunger every day. Food is power in volatile, violent
situations that T have seen firsthand in sub-Saharan Africa, as well as Central America. In these regions,
food insecurity leads to desperation and extreme behavior. 1t plays a significant role in countries such as
Mexico, Guatemala, Honduras, El Salvador and Nicaragua, leading to the forced migration we see
across our borders.

Our foundation has targeted food insecurity in part because hunger and conflict are inextricably linked.
We have invested nearly $700 million in efforts to develop agriculture and mitigate conflict in 82
countries, but we have a particular focus on conflict and post-conflict countries. Last week, T returned
from visiting the eastern Democratic Republic of Congo and Rwanda, two countries T have worked in
for 15 years and traveled to more than a dozen times just in the last three years. Our foundation is
investing in agricultural development as a strategy for catalyzing peace in this volatile part of the world.
On our field visits, we see first-hand how the most food-insecure countries breed violence and
extremism that threatens local populations, undermines security and triggers the displacement of
vulnerable people. In August, [ visited humanitarian projects in El Salvador and Mexico, where poverty
and food insecurity are widespread, and where violence and conflict are driving large numbers of people
north and eventually across our borders.

Tnvestment in food security, particularly in agricultural development for smallholder farmers, creates

positive alternatives to conflict and forced migration that lead to a more stable and economically viable
world.

1| Page
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Recommended Reforms

Current U.S. food aid reaches only half as many people as it did five decades ago due to inefficiencies,
time delays and avoidable costs.' The United States could address these inefficiencies by prioritizing
three major reforms:

1) End Monetization

Current food aid legislation allows nongovernmental organizations (NGOs) to “monetize” or sell on
local markets excess commodities they receive in the form of food aid for emergencies and apply these
funds to their non-emergency development programs. From many organizations’ point of view, it can
be a reliable and important source of funds. The U.S. provided roughly $120 million in monetized
commodities in 2012.7 Unfortunately, the practice’s economic impact on local farmers can be
devastating.

T first learned about monetization ten years ago, when T was visiting the global NGO CARE in Nampula
City, Mozambique. 1 was there to identify opportunities to support agricultural development and better
connect smallholder farmers to the marketplace so they could make the most of their crop production.
When I learned that U.S.-grown commodities were being sold into the local market, I initially couldn’t
believe it. The practice flooded the market with supply that reduced the prices local farmers could
receive for locally grown commodities, and it discouraged future investment by local farmers in
producing those same commodities. It completely undermined what should have been our long-term
goal: strengthening local production and markets to reduce the need for food aid. And yet, according to
the Government Accountability Office (GAQO), nongovernmental organizations traded 1.3 million tons
of U.S.-grown food for cash in thirty-four countries from 2008 to 2010.

By 2006, my hosts at CARE were generating $45 million annually from monetizing U.S. commodities.
That money was paying for poverty-fighting programs that formed the nucleus of many of CARE’s
country offices, several of which depended on monetizing U.S. food aid for half their budget. The
money paid for about twenty development programs in Africa, which did everything from teaching
farmers how to make more money by growing alternative crops to teaching them about soil conservation
and agroforestry.

Monetizing U.S. commodities became a moral issue because CARE realized it was harming farmers in
places where CARE was acting as a grain trader. What’s more, CARE officials realized that the basic
proposition that food aid from America was supposed to be consumed by poor people was being
distorted; when monetized, it was ending up in the hands of middle-class and upper-class consumers in
developing countries. For instance, in Uganda, some U.S. food aid ended up at a bakery across the street
from the US embassy. In Ethiopia, some cooking oil monetized by CARE ended up at a Sheraton hotel
in Addis Ababa.

! USAID, 2013. Food Aid Reform, http://www.usaid.gov/foodaidreform/, September 24, 2013; Elliot, K., McKitterick, W.
Food Aid for the 21" Century: Saving More Money, Time, and Lives, Center for Global Development, Washington, DC.
2 https://www.usaid.gov/sites/default/files/documents/1869/FoodAidReform BehindtheNumbers.pdf
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Daniel Maxwell, a senior CARE official based in Nairobi, eventually wrote a book on the subject with a
friend from graduate school, Cornell University economist Christopher Barrett. The book, /“vod Aid
After Fifty Years: Recasting Its Role, concluded that the primary objective of food aid had devolved to
where it was less about helping food-insecure people than it was “heavily oriented toward domestic
concerns in donor countries.” And the extent to which NGOs were dependent on monetizing food aid for
project funding made them leery of lobbying for reforms that would stretch the food aid budget.

To its credit, CARE decided to stop monetizing commodities, undermining its budget in the process.
The value of support in all forms from the U.S. government sank 18 percent in the charity’s fiscal year
that ended June 30, 2007: to $243 million from $298 million in FY 2006. By 2011, U.S. government
support to CARE had dropped further to $176.1 million.

CARE paid a heavy price for its stand. Five years later the organization raised $589.7 million, 10
percent less than it had to work with when it was selling U.S. food aid to generate cash. “It is an
understatement to say we weren’t truly prepared for the practical implications,” said Helene D. Gayle,
then president and chief executive officer of CARE USA. “That said, T think it has also hastened our
adaptation to a new development paradigm and made us more prepared to embrace new (and we think
better) ways of doing development.”

CARE’s decision took guts, and it cost them, but it was the absolutely right thing to do. It should be
viewed as a case study in leadership on food aid reform.

In a “Food Aid Reform” policy paper our Foundation developed in collaboration with the ONE
Campaign in 2013, we noted that the GAO found that for every $1 the U.S. governments spends on
buying agricultural commaodities, 24 cents are lost on average when organizations sell those
commodities on the market.

Once Ilearned more about monetization, T realized that farmers in different parts of the world had been
complaining about it to me for some time. I just didn’t realize what they were talking about. Probably a
dozen times, farmers had asked me why “the U.S.” was depressing their prices by dumping our
commodities into their markets. In Ethiopia, a grain trader once showed me a warehouse of bagged
commodities that he said he was unable to sell because of U.S. commodities flooding the local market.
At the time, I thought that some independent grain trader with ties to the United States or some
expatriate businessman was behind it. T didn’t realize that it was actually NGOs supplying the
commodities for these trades based on gifts from our government.

European countries had once allowed monetization as well, but in the mid-1990s both Europe and later
Canada moved to change their aid policies; ever since, they’ve sent cash for purchasing and distributing
food locally. Tt is too late for the U.S. to lead on this issue, but we are long overdue to follow our
European and Canadian counterparts’ example. The U.S. should end monetization.

2) Increase Local and Regional Procurement

Shipping food aid overseas is often more time-consuming and expensive than using aid dollars to
purchase commodities locally or regionally. In our “Food Aid Reform” policy document we cited a 2009
study by the GAO of ten sub-Saharan African countries for the period 2004-2008 that found the median
delivery time when sourcing locally was four months shorter and cost 34% less than traditional delivery
methods. We also noted a study by the Local and Regional Procurement Pilot Program (LRPPP)
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mandated in the 2008 U.S. Farm Bill that cited time savings of nearly 14 weeks when sourcing from
local markets. Importantly, beneficiaries also preferred locally produced commodities.®

A critical value of local procurement is that it strengthens market linkages, especially for the most
marginalized farmers whose primary opportunity to exit poverty and food insecurity is market access.
Our foundation had invested hundreds of millions of dollars in philanthropic capital in agricultural
projects in dozens of countries in Africa and Central America before we realized that the only way to put
ourselves out of the aid business and into the economic opportunity business was to connect smallholder
farmers to markets. When a farmer has access to a place to sell his or her production; when s/he has the
tools to produce at a quantity and quality to meet the market’s requirements; and when s/he possesses
the skills to make the most of those transactions is when our philanthropic work ends and the self-
sustaining market dynamics take over. That’s the power of local procurement: it becomes the much
needed demand that creates the markets and incentives for local farmers to be able to earn better
incomes and lift themselves out of poverty.

As an illustration of this concept, our foundation helped initiate a large-scale pilot of local procurement
called Purchase for Progress (PAP) with the World Food Programme (WFP) in 2007. We further scaled
the idea in El Salvador, Guatemala, Honduras and Nicaragua. The program leveraged the WFP’s
networks to create a stable and reliable market for smallholder farmers’ output. Instead of taking the
money the developed world donates toward famine relief and other aid programs and then going back
and buying crops and staples from the developed world and shipping it to these struggling regions, P4P
cut out two steps and used the funds to purchase aid locally from farmers who are themselves struggling.
That is not necessarily “easier,” but it is simpler and, I believe, a stronger model. It not only satisfies an
immediate need, such as food for hungry schoolkids, but also the presence of a strong, stable buyer for
local crops creates an incentive for smallholder farmers to learn to farm better and more efficiently.
Planning for sustainability is the essence of catalytic funding. If you just distribute food, or even the
seeds and fertilizers, what happens when you leave? They run out and all you’ve done erodes, just like
the tide reclaims a sand castle. However, if you make the market connections and teach the farmers to
use credit, and to respect and carry out contracts, you have given them tools to buy their own inputs,
manage their businesses effectively, and be active in the market in the future.

Local procurement is not a cure-all. It must be accompanied by careful market monitoring to ensure no
adverse effects on local food prices and to ensure food safety standards are met. And there are instances
when shipping commaodities is necessary and/or more cost-effective. The people working on the front
lines of emergences need flexibility to determine the best approach given the circumstances. However,
in terms of creating a framework for sustainable change, local procurement is significantly preferable to
shipping commodities overseas.

3) Reform the Cargo Preference Act

3 Lentz, E., Barrett, C., Gomez, M., 2013. The Timeliness and Cost-Effectiveness of the Local and Regional Procurement of
Food Aid. World Development.
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PL 480 regulations require the bulk of U.S. food aid be moved on U.S -flagged vessels. The rationale
often cited is two-fold: “buy American” and “support national security interests.” The numbers do not
support either justification. Although in theory the U.S. vessels that transport this aid stand ready for
rapid military deployment as well, the Department of Transportation Maritime Administration has
determined that only 12% of eligible ships are actually “militarily useful.”

The “buy American” argument is also hard to justify by the numbers. The number of American crew
members on these ships is estimated at 1,414, yet participating companies can include foreign-owned
subsidiaries. Researchers from Cornell University found that one of the largest carriers, A.P. Moller-
Maersk Group, based in Denmark, owns at least 21 of the 144 vessels in the Agricultural Cargo
Preference fleet.

The cost of this inefficient policy is enormous. Data from USAID and USDA shows cargo preference
requirement compliance increased food aid cargo costs by 46% or approximately $140 million in
FY2006. The GAO reported one 2008 case in which it cost $4.5 million in shipping charges to send
Malawi ten thousand metric tons of wheat worth $3.9 million. We could have had much more impact if
we had just used the total $8.4 million to support local or regional purchase programs.

Tt is no surprise that the U.S. shipping industry has been lobbying to keep this program intact, joining
forces with U.S. agriculture interests and NGOs in what is sometimes called the “iron triangle” that has
kept both monetization and U.S.-flagged shipping requirements going for years—even though the
practice hurts many of the people it is designed to help. U.S. shippers and some food processing and
agricultural interests have vowed to fight for the existing regulations to stay in place. It was a small step
in the right direction in 2012 when Congress lowered the minimum requirements for using U.S. ships to
transport aid from 75 percent to 50 percent but eliminating this requirement altogether is the reform we
need. Let’s be honest: as long as these preferences exist, our government is putting the interests of
corporations ahead of hungry people. This is not what America should represent.

Conclusion

The United States has built an incredible legacy of leadership and generosity in food aid over the last 70
years, We can do even better, and if we attack the inefficiencies that have crept into the system we can
achieve higher impact without allocating more aid dollars. As someone who works on this issue daily, of
course T would prefer that the United States do more financially as well but T appreciate the tough budget
constraints Congressional leaders face. I do not, however, see our food aid as charity. [ view it as an
investment in a more secure world that benefits us all. We cannot isolate ourselves from the poor and
desperate who will do whatever it takes to survive and provide better lives for their children. Our
investments in emergency relief and more importantly, long-term investments in agricultural
development, save lives, stabilize communities, catalyze development, and ultimately create a more
secure and prosperous world.

Chairman Royce, Ranking Member Engel and Members of the Committee, thank you for the
opportunity to submit this testimony. 1 have included here for the Committee’s reference my full
biography. And while this hearing today is focused on food aid reform, T am also including additional
information about our Foundation’s views on investments in small-scale agricultural production because
Ibelieve this is the long-term solution to reducing the need for aid. I welcome the Committee’s work on
reforming food aid and offer my services if there are future opportunities to continue this dialogue.
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Edesia appreciates the opportunity to submit testimony to the House of Representative
Foreign Affairs Committee Hearing on reforming food aid. Edesia is a Rhode Island-based non-
profit manufacturer of high quality, peanut-based ready-to-use therapeutic and supplementary
foods that are used to treat malnutrition in children around the globe. Edesia understands the
importance of U.S.-manufactured, in-kind food assistance. Since our inception in 2010, we have
reached 3 million children in 46 countries with our products. This includes over 8,000 metric
tons of products for programs supported by the U.S. Agency for International Development
(USAID) and the United States Department of Agriculture (USDA) — equivalent to providing
over 1 million children with lifesaving treatments. We are proud of the part we play in helping to
save the lives of children around the world — children who would not be reached without the

generosity of the American people and the hard work of USAID, USDA and the United State’s

88 Royal Litts Drive, Providence, R 029204+ Phone 401-272-8521 Fax 401-272.55268 = www.edesiaglobal.org
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Congress. Saving these lives also helps to build safer world — healthy children have the ability to
grow and reach their full potential.

Edesia’s work supports the second UN Sustainable Development Goal of “Zero Hunger”
with a target of ending all forms of malnutrition by 2030. For this to become a reality, we will
need adequate funding and a balance of in-kind food aid and other forms of food aid (local and
regional procurements, vouchers, etc.) that is flexible to meet the needs of the various
populations and situations that are presented to the humanitarian community. An emphasis on
nutrition security and aid that is fit-for-purpose, such as specialty nutritional products for treating
and preventing malnutrition, will be increasingly important in order to reach the SDG goals for
2030. Greater flexibility also means more dollars to support the programing that is critical for
innovative products to be used correctly and relevant data to be captured. In order for the best
health and development outcomes to be achieved, those critical functions need to be funded.

The root cause of malnutrition is poverty; economic development and increased
resiliency must be part of the long term strategy for improved nutrition. For this reason, we also
support local and regional procurement in situations where a faster response is possible.

QOur partnerships with USAID, USDA, and UN agencies not only allow us to reach
children in need, but also allow us to create economic growth at home. Since our opening in
2010, we have grown from a company of 20, to today having a team of 75. Next year we are
expanding to a new 82,000 square foot facility in the hopes that we can reach three times more
nutritionally vulnerable children around the world.

Thank you for providing Edesia the opportunity to submit testimony. As international
food aid programs are reviewed by your Committee we hope you will use us as a resource;, we
are highly experienced in the area of specialized food aid, and as a non-profit business, we
understand the economics while also remaining committed to the goals. Please do not hesitate to

contact me if the Committee has any questions or would like further information.

88 Royal Litte Drive, Providence, R 02904 » Phone 401.272.5521 Fax 401-27:
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