%‘““‘“\N Ag Econ sxes
/‘ RESEARCH IN AGRICUITURAL & APPLIED ECONOMICS

The World’s Largest Open Access Agricultural & Applied Economics Digital Library

This document is discoverable and free to researchers across the
globe due to the work of AgEcon Search.

Help ensure our sustainability.

Give to AgEcon Search

AgEcon Search
http://ageconsearch.umn.edu

aesearch@umn.edu

Papers downloaded from AgEcon Search may be used for non-commercial purposes and personal study only.
No other use, including posting to another Internet site, is permitted without permission from the copyright
owner (not AgEcon Search), or as allowed under the provisions of Fair Use, U.S. Copyright Act, Title 17 U.S.C.

No endorsement of AgEcon Search or its fundraising activities by the author(s) of the following work or their
employer(s) is intended or implied.


https://shorturl.at/nIvhR
mailto:aesearch@umn.edu
http://ageconsearch.umn.edu/

Staff Papers Series

Staff Paper P71-31 December 1976

~ An Analysis of the Market For Food Stamps

W. Keith Bryant

Department of Agricultural and Applied Economics

University of Minnesota
Institute of Agriculture, Forestry and Home Economics
St. Paul, Minnesota 55108




STAFF PAPER P71-31 December 1971

AN ANALYSIS OF THE MARKET FOR FOOD STAMPS

W. KEITH BRYANT



BiOCNALYEIS 57 YRE MERCET FOR FO0D S TAMPL S

e M. Kelth Srvant

Thg Baen e b e B b reya g g b
dpdwvarst oy of minpesona

Lo dntroduction

- This papar represents an ftespt to snalyze the Food Stemp Progras

) not as & Tarm progras aor &$ a waﬁféwa progeam buc rather as 3

¢ Ffor a.pumiéaéy suppllied good. The snalysis, thereteors, concertrates

he forces datermining the Jemand for and supply of food stamps. bt

oncucted in an attespt L0 aﬁntribu&m fo an scononic theory of oubile

o mgmmf&t sectors of the ﬁﬁéﬂﬁmyp a subject paglecied by economists
receily.

Tz analysls of the FEP iz rot Imgortant in i{sel¢ Toy it ig ore of

e pragrans the pouor «ightly claim nas bean studlad oo ouch and chansed

Teele: Paarlberg [106], Hquvef and Maddox {&f, Kotz 17, Segqal 1i2],

Steiner [#3] among others have made siudles of varicus aspeets of the

B énd of other Feed programs, ks tead, 1% b3 fnvended o be o case

y for ihm F3P ts reprosentacive of & large mumber of publle and pone

b oactivitises. The P3P Is characierized by 2 bureau which opera‘es

program and which faces not conly o legislature Frow which 1t oblains

un

annual appropriation, but Tt alsc sells the sarvice i pioduces,
ely food stanps, to eilgible householids, Colleges, some hospltals
Lid adoprion agencles, and THOA'S are among the diverse lasclretions

g activicies which share these chavavizeisiics  The 738 was ¢hoser



Tem i B r of this

ihwivy &

poautnoy had some knowledge of the program. 17 the asnalysis

avior of the FSP, then, perhaps, 1 can be appliled o
axplain the behavioer of simbdar programs and astivities,

The mode! developed In this papar I3 an extension of & model of «
oure buresu® developed by Hiskanen in 3%&3 i83, ,$ purs bureau In his
%@?mﬁnﬁﬁmgy iz one which trades §is output for a budgel. The extension
i% &g-whg% Higkanen called a “nixed buresvil==one that oot only sachanges
LR mwtguuv§m$ s budget but alse setls 1t at & wnlt price. The Food g
Hutritlon Service (FN3) of the USDA, the agenny wh§ﬁh stdministers the FiP
along with other food programs, cbviously Is a miked bureau. Hiskanen
has wwmﬁﬁd@' his own analysls g% the mixed burzau as wall ﬂ% of other

F the F5P

e

typas of bureaus §n 3 Just=published book [$]. This asalysis ¢

8 3

can be viewed as 8 modification and spplication of bis modai,

b section 1 ihe model of the market Tor Fond stemps §s developad.
{

To st the wmouel certaln price and oulpus Implications of the mcalel are

3

ESEY J%@d and confronted wiih the b

e

story of the FSP in Sectlon BB,

®

The Mﬁ&&ﬁmmaﬁﬁﬁmmwyﬁn

sEnse Thai ﬁa¢% dov pot axlst oy esiie

M gﬁ'th@ complate modal,

e A Model of the Market for Food §tamg

There are four components to ihe structure underliving the merke:

ovant fs the Longress which author!

aits in the Feod Stamp Aok of 1964 and




3

-

in amendments In 1967, 1968, and ¥ufi P4, Euw%%;, Polo 80=91, BP.L.

wt

Gho
4S54, and Pob. 98- §$éyt tt appropriates voney annually to operate the
program and constratng the program foformaily wia appropriations hesre
ings and the !ike. |

The %#rﬂaq pomponant i the FNS, the sgency within the USDA which

a

@dm%n%&&@?& thﬁlpﬁﬂgfﬂmgif it adniaisters some %éx chiid Faeding pro-
yrams and e Famlly food assisience programs of whﬁ&% the F5P s one.
Fovr our purposes the FHS can be viewsed as @p@ﬁﬁ&éng three programss  the
FSP, the F@md‘ﬁﬁﬁﬁwéngé@n Prog ram i?@?}@w&ﬁ@ fegal smhﬁﬁﬁﬁmia for the
?ﬁmﬁfmmg and all other programs., The FNS Is the sole-source suppller of
a&m FSP and msz m toca] welfare departments which make up the third
tump@nﬁmt'@f the m&ﬁk@iqv

ﬁ&veﬁ ﬁhﬁi &n@ states In which they are located have @mﬁa@d o
BLCEpL m§ﬁh@? &h@ ?DW uir the FSP, logal ww%f@ﬁ@ ﬁ@ﬁaﬁﬁmaﬂiﬁ ah@mge 2%
' @paraé@ éﬂﬂ or ﬂ@ﬂ&a@? of the iwo programs==legally they cannot maﬁ@w
both, If the FSP Js anmsﬁwg the local welfare department aﬁm&nﬁ%tgrﬁ
the program locally. This gﬁﬂﬁuﬁﬁﬁ sertl fying h@uﬁ@h&%dﬁ a5 elligible
Lo p&rﬁﬁ@ﬁﬁ@tﬁg arranging for $tamp W@Mﬂ?pt canters and the times during
the m@ﬁ&h ﬁh@yvéﬁﬁ"ﬁpﬁm for busliness, and administering the sale of
$tamps, Tha housaholds eligible to participste In the FSP constlgute

.

the fourth companent.
?ﬂﬁ anatysis fo tnls paper §5 set at the federal level and suppresses
rels tﬁwmﬂ betwesn- locsl welfare departments and households and betwsen

the FNS and loca! welfare @ﬂp@??aﬁh 5, Loensequently, the NS is wiswed



b

&% a_ﬁméﬁmﬁmwwmﬁ supplier of the FSP and §is competing ;y@gfam the GHP
ﬁ@n@@f@ﬁn@d in 5&%Ihﬁh&W§$f by ﬂmﬁ@ﬁ@ﬁ%ﬁ@aﬁﬁ soprovriztions and fntent,
by the . costs of ruaning the programs, sod by the demand For the progres
on the part of aﬁhgﬂh!a—hww@mﬁm%ﬁﬁf ?he FNS, therefors, derlives rewanue
fwwm'a@prmﬁfﬁatﬁmﬂﬁ and from the ssle of gtamps and §n&%Tﬁ';§ﬁﬁ% in the

operation of the programs. The revenus functions and the cost funciions

are discussed in turn.

-Th@'R@V@nma_Fuﬂagaﬁm fFor Stiamps
The tmtaé-fewenua from the sals of stamps is W&ﬁﬁ%ﬁﬂﬁtad bys
(“ L 'E’éiﬁ - % é’gﬁgﬁ%g ' {i = *a“‘t"i’-*z»ﬂ}
wh@fa$.
o lﬁéncgﬁ b@u%@h@?d classes. The program ngawaté&‘wﬁth both
h@ua&hmﬂd @ﬁza and Snumma s%&$$@$9 wh%@h haVu bﬁ@ﬂ yaﬁﬁaqud
) h@ﬁﬁ’?@f~m9t&&§@maa %ﬂmpﬁ@@ﬁtyu
Pg = nu@baf'mﬁ participanis ﬂn the «iﬁ h@ﬁﬁﬁﬁ@ﬁd sﬁ@b o& aligible
hausshaédﬁ |
Pgj ™ price pes @wad stamp charged to wbﬁgﬁhia huu@ah@édﬁ in chass 3.
E;i = guantity of f@ad ﬁtﬁmpﬁ eligible h%m&ﬁh@id Eﬂ»ﬁﬁﬁﬁ% b omust
purﬂhaﬁe i thay are to participate. ' ‘
'The price and quawgﬁiy of fa@d Blamps ara da?aw¢d Bs% - Fmﬁ?mwzu To pargieis
pate in t&&“ar@gr@m an g§§§§b%% household must expend a ﬁﬁﬁmsfﬁaﬂ amount
of cash @éﬁ?aﬂ fis “purchase regulcrament® on Foed @@mp@ﬂﬁ aﬁd in returs

37
It receives a specifled nunbar of coupons called irw “fﬁup@n atlotmgn g p@



¥ a2 food stamp is éﬁ?gm@d &% the auantlity of coupons woyrth mﬁ@_ﬁ@&éaw
tn terms of fﬂﬁd@véhﬁm Pgilyy ™ the ymw@m&éﬁ requl resent, g;g.w Coupsn
aliotment, and Pgy ™ @u%mhaﬁg ragul reventdcoupon shiotment, The pur-
chasa requlrement Is a posicive Function of household @nﬁmma‘wEth§m Ay
household size a%&ss@ and the coupon allotment §s a posltive functlon
of housshold $§z#a§!

The participation In the ﬁﬁﬁxmﬁaﬁﬁg Pyy B8 &he'aggrag@tg demand 0
p@f&§@ﬁp&t@’ﬁn the programn of households in the §§Q,¢3a@$w§f."ﬂt depands
upon tha d@m&nd‘ﬁmf food on the pa%ﬁ wf aligible h@uﬁehﬂgdﬁ:ﬁﬂ the &iﬁ

class, the price charged them for fuod stamps, and the quantity of faod

stamps they are required ta.buy If they are o pawtﬁnﬁpataak'Faw e

stonce, glven a ceteris parlbus Increase In the price of fuod stemps,
ﬁewg?'h@uséhaﬁdﬁ will find that participation én.the pv@gf@m.benﬁfﬁﬁﬁ
them {f food §s a normal good), and hence péﬁ&ﬁ&ﬁﬁaﬁﬁbn@ ng witl da=
cline. Mam&&?er@ note that af'p$§ w §1,00, then there Eﬁ,norbenafﬁﬁ
From ,pas“tﬁcagmﬁng_ and there 18 ne :jamnd; 4f the price i3 zero, food

stamps would be a free good and all these sligible would participate,

ceteris paribus, In consequench, O < p ¢ < 1,

Approprlations Rewvepue Function

Q@ﬁgreﬁﬁ imposes two sorts of constralats on the behavior of tha
FHS. The fﬁfst §$ tha laglislation authorizing zhg'nmagr%mjﬁluﬁ ati of
it amendments along wﬁzh‘ﬁmfarmaﬁ divectives given to the &uraau in
the context of bargaining at appropirlations thme. The second constraint
is the appropriations Iiself. We are hare conceimed with the appropria-

Ao constraint,



o

angr&ss i3 viewed sg being Taced with budget requesis for a nyrisd
of programs each year and must allocate ite limited rasourTes among them
snd as having preierences with respeet to. the program level of each program.
With respect to the fﬁP it is wiliing to allocate added funds in order ke
expend tha progrum from a low program level. At higher progxam.iev&1$>it ‘
_isiwilling'ia allocaie fewer funds in return for the same amounf of progaﬁﬁ;
expension. Whether there exists a situation in which appr@priétionﬂ are lowersd
if-the program is expanded is debatable.

Program level, 6f epufseg depénds upon the sspect of the‘progwam that
is Judged to be important by Congress and that judgement ehang§$ from time
to time as the political environment changeao fThree asnacts eﬁithe prﬂgram._
have beep,importént historically: the total numbe; of stamps diétribuﬁed
(Qs‘é'ngiaéi)ﬂ.thé-aggregaﬁe number of partiéipantﬁ {T;Pi}g a@d,whethcf'a
participéting-household'can'arford to purchase a nutrifionallyrédequaté diet.
It is assumed in this analysis that~the maximum’appropriations,Congwes3vi$

willing to grant the FNS %o operate the FSP (TRE) is @ function of ¢_ and

o,

of%" Pi§§ 0@ayp
1
1 - i o= 1 M
(2) TR, = alu Q. wpg pi) (i = 15000y)

i

where: wg and wp arve veights indicating the impcrtance Congress attaches to

the total quantity of stamps diatributed and te asgrregate particivation

respectively as aspects of program level. Of course, w_ + W, w-l, Purther,
‘ . h ¥l

da/ow Q= a2 0p da fow Q < 0 ow v - 2 0; da_fow v P < »
%/t 0y = By = Op fafuQ S 0; Bafou T By =a 20 a /™ By <0,

“he Total Cost Function

While the IRC administers seversl other programs in addition to the

5P, it is only the costs inrcurred by the ageney attributsble to the F3P



that avre Of'%ﬂtﬁ?ﬁﬁtgzg As in any economic analysis it is the minfmum
cost for @aéh program level that iz of Interest.

The FNS reports the costs of the F$P mnde% the following headss
administration, s&amﬁ gmintﬁng and deatwuct§qn; cert! fication, transe
portation, and the value of bobus umup@nﬂ, See Tabﬁa ! fﬂ%'ﬁh& breake
dbwn of eosts for recant years. Stamw prﬁntéwg and de%t?uctéoa oS LS
c!aaeﬁy are a gasﬁﬁﬁva %unat%un wF th& wumbar of sramps distributed.. %o
agéo are certification costs for they are related vla the number @f
housahoads c&rtﬁfﬁed and thus via partﬁc&patﬁﬂno. Undoubtedly, some
pofmﬁon of admﬁn&stra?ave and ﬁranapowtatﬁan costs are also some positive
function of the quantity of s Lanps dis tributad,

The vaiue ef boRus coupons &quaﬁs the market value of the stampa
@n-t@ﬂm& of food minus the Fevenue from the sale of stampsa_ It repre~
sents the toial transfafipaymﬁna made to participating h@u#éh@?ds; The
market value of the stamps is treated as a charge agalnst the caﬁé of
the program while the revenue fram the sale of stamps can &ﬁ;tfeat@d
elther as a deletion from costs or as an édﬂﬁi§on to revenue recelved
by the agency even though tﬁé Treasury 15 the actual racﬁpﬁént of §t.
"kt 18 treated aé*am additlon t@'agancy revenue in this anaiysiﬁ §um§y¥
fng that the marginal cost of vt&Mpu is equal to $1.00 pius the margﬁnﬂi
adninistrative, stemp printing and d&stru@téaug certification and trans-
portation cost. 'I}éﬂnﬁ TC as the total miminmun cost ar&:é:ﬂbmtah!é to

the FSP and,

(3 T~ cfa,),



* AQ. = 0 ] :
where dcf Qg =5, > 1 and aeﬂ/ags 20,

Ageney Objective Punciions

A main tenet of this paper is that fthe FNS aduinisters the FOP so as
to achieve its own objectives whatever othier objectives it mlght seak to
achieve., In 4hi s we agree w;th “LuLanen who states that:

"Amdng tﬁé‘dé%eral‘V&fi&bl&&“ﬁha*ihav éﬁtér’the ‘bureaucrat's
utility function sre the fo?lowlng, salary,. pnrqulsltes of the .
oFchep,publlc remutat10n9 power; patronagp, ease of managing
the bureau; and ease of making c%anpesg A1Y of these varlablqu
I cont ond; are a ulve'monotonle functlon of the total budget
of the bureaugf “8“‘ . 293.204 § . _ (

Lf thig: 1s tru 5, Lhen Jt 1@ &na theally aseful to reﬁard bureaus 1n gpneral

and thL FN” 1n partlcular as max1mlzlnp their total rcvpnue subJact to, total

?

cqsﬁﬂ;@vpursuit quthgit ohjéc" In es senaﬁp ?he JNG 13 regarded a &

o

rév,,e;nuei'maximizing monopolist din the peculiar but n@t;umm@w position of .

selllng 1ts output simultaneous yfto angxessﬁ§@q also to pgrtigipagts in.

thb programgtFﬁ‘_

: “he FNu can, however, pursue its objectives in two ways. On the one

hgn@,14 can pursue 1ts_own‘g6als«wi$hqut,r@gard for the intent of Longress. . .

¢3¢ﬁpﬁlinsofa as itgis~fe?eaigd;ﬁhroughuthei@gppqpria@ionﬁ/reyen e function.

‘ o s s «‘ E . Ty L "~ h'
W lS ldentlcal to thats tra'ed:anq‘anal zod bv‘ilskanen L8y 9 f
T T “ ¥ fal

On thc other hand it can pursug its own objsctives at the same tine it Co=

opcratL& w1th Pongress ln att@mpt~n5 to mazlmlée tho aqpects of the program

8/

Langress ﬂcemﬂ 1mportanto ,1nve some of thw empirical implications of these

two v1ews dliier sub tantlally, both are puxsufadc F or ornv1ty fhe buréau

whmch\oursueﬁ un]y 1ts o goals w¢11 He callea a bua“et mﬂx1us?1np burﬁau

to be cwnOLBt@n? w1t Nl kanen 2] ’0 ﬂlHQLOP‘mf ‘he bu“OaU whlvh nur%ues its
o N

own gcals 1n addltloﬁ to thﬁm@ of (tng:mss w1]1 be callod a modwfled budwﬂt

i f

maxjm1 ning bureaua




The abjective fimetion of the hudeet maximizing buresy can be expressed
és '3 \v‘\r-v:‘.’/‘ o ﬂ d

maxlmlze TR subaect h0ﬁ 5#

(4). T 'I.’R s TC

a

where WR TR + TR v

While: changes in: the 1mn0rtance Congrebs plaues on dlfferent 4 e oﬁhthe

prosram alter TR VLa cha ~es in’ wq and wpg the bQQ1e‘f0rm oi»%he obJectlve

functlon does not chan e throuih Bt #wwn¢¢ﬁ;'?gffﬁw;, éia fhw.pr s

~

uuch lS nat the ca@e W1th the GbJPCtLVQ iunctlon of the modlfjed budget

s

maxnmlalng bureauc Au wha? Congress deems important ohangea 8o’ also Wlll

the obgectlvu functlon of the oureauo;upeclficall‘/s from bhe propramms

mcev\t’“ n i-n f1scal~1%4 (1t exmtad A8 A pi lot nrog"mm i‘rom 1“61 e throu.gh

"i068 when hunger ‘and malnunrltlon bevame pelxtlcally 1mportant~ﬁﬁ *ﬂ the F“P

wes COncelved and Fun’as afdeviceﬂ%0 _”‘ . comeéJ A$*such the¢tetalvﬂ
'ruantlty of stamps distrmbuted was of aramoun ,nortanée bccau 58 Q sats
,the,l@wéf“b@hﬁﬁﬂ6n~the'fdod-@xpe it mf partlclpants and gﬁoss farm 1noome

1s an’ 1ncreasxny functlon of foo rex ndltureso bor the pvrlod 1964 Ho' perba £}

1%&) and’ probably untll 1ate 1969 ejaoba‘“e@twe 'functi:cnv-af»éa?oaiﬁeaa\«W_‘fs‘.\, ;

bu é t maﬁlmlzmng hur@au can be etpvevsrd as'

, maxmmiae T :
(5)' o qusiw\f[T(‘ -uRj ,J ﬁo/
where A < 00 J
'Aftﬁr‘hun;ér*éﬁd'%élﬂufri?ibﬁ Eéééﬁe?ﬁoiitiééiﬁg'iﬁhartaﬁf;whgﬁévgf§:q£ﬁ

the FoP yas 1ncroas1ngly Vlowed as sn in-kind welfare prOW‘am in ﬁhféﬁ '

'aggzegate parthlpatlon wa“ *h@ Facet of 1mnortanoegz y the end of 196 “Hﬁiéi
. dbjeutlve was probab]y paramounhb lor the pbrlod from @“6@ to dﬁhe thp mbm’.‘

,gecilve functlon can then be ﬁxpre‘sed as'



v}“.szf ,’h‘ txtshlbtoryal .y the IS b pnsted

g prlcepo Oie

 For the period 1969 to dats 1t is assuned that the program facet of paramount



i1

a8 1‘;»1:*:3&»wmh i

the perdod

wcdcﬂnu as & Parn

@ price 1«

- w0 = added vovenus given an incrsase of one in @

&8 wm WAT ﬂ"t

B, = sbsolute velue demand to

participals the hoelds in class

fuls
e

>
P

Given that the omortundsy cost of expenditures on stamps

o

Ae

- high fov all poor peonle, it

For.the period 1009 to date when the p

OEre

!-'4‘

8 been viewed as a welfare

program, the price polizy would he:

) o1 ' ’ 4/
Uoa - . A, = @ . - ‘i E'J
Ldby L‘S* = . i B {l w2 tsen, N ) for cach })3‘ E.
.. Ly
a, {1 = 1/8,)

where !

ARG e added rovenus

o
z.v; -

5ooone unit droresss




the perlod 1964 to 1969 the price policy would be

By @ Bg 1 -
5’?5 = * o (g = aﬁoccgﬂ}

U RN ST AT

(i~ i/8,) A (= /ey

{5a) P

whets g is the g§&§é§"§%§§§ﬁéﬁlﬁﬂst'@fvéngr@aﬁiﬁglmﬂ by one stamp, For

the @erﬁad 196G %o date the price policy of such a bureau would be

(6a) ~ Py, = mmmmimgnww - e o F ‘ ]
: g - €§-*= lgaaog,g\w'o

(v =178 Gl = i) WPRG (Y - iie)

These pricliag puBé#ies ﬁa@_be compared with each other and with the
_ priaiﬁg p@fﬁc%es.@f~the FNS §nbthe two periods. The adm@arlﬁanﬁ are made
to determine which modsl of & bureau most closely fits the behavior of the .
Fﬁée ‘Th@ cempaf&%gns.@rg'baﬁed on one assumption and one fact. The assumption
A§5<thmt the demand mq;partﬁﬁﬁgate in the FSP is m@r@ ﬁrﬁme elastic for hau#ew
holds w!%ﬁ §0w par caplta housshold Enc@m&xghan‘for those with high per caplta
haagahoid income. This appears raasonaﬁae»given that the opportunity cost
éf,sxpenﬂﬁtwr@s on stamps probably deciinas as per caplta Encuﬁe rises, The
faat is that the guantity of stamps %@usehoﬁﬁﬁ have been required to purchase
: hagfthfoggwuui the 1ife of the FSP been an Increasing functlon of bousehold
ﬁlzéa
How compare squations (4s) and ﬂ&a}oyi?r%ca discrimination is clear
in both @qmat!ﬁ%ﬁo‘ Ef ther type of bﬁra&u;wauﬁd charge high pw§c¢x to house~
hw}ds with high per capita Income and low prices to households with low per
gapét; §n§am@° The lefthand part afvﬁabiﬁ_ﬁ shows average prices charged In
'ﬁ?&k to houssholds of different per caplta. housshold income ehd.hmusahagd
gsza classes. The prices for 1964 in Tabls 2 were derived from the Northern
gmaggﬂand quantity ?1iste" @y housshold Income and size fssued . by the FNS
to local welfare deparmm@ﬁtﬁ in Feb,, 39&%;: The prices for 1964 ars zonsistent

with elther model postulated a3 repregentatlive of FUS bshavior,



e
L

g mﬁgpmri.am of eguations (4] and (5b) yields the same condition.
Mmjﬂm‘, any hoesehold size category [and, therefore, hoiding xg oi constant )
s%si'?:‘.?zaxr’ %ynﬁa & bhuresy would chargs lower ,m‘r’:’_ ses to poor households than %o
the n@’&.;-»:szcznpmr,, The price and qusntlty lists lesued by the FNS ip Dec.. 1965
and in .a‘;‘fui?_,yﬁ 979 avd from whick the 7969 mﬂ 1971 prices in Table 2 wers
@@mimmﬁ wém&i&. this fype of price f“i@mimmtmm Again, oo *:hia wi«’ze{nw
alone there is no basis for deniding which model vepresents FIS bebavier nost
clonely. |

* Now note that prics ie independent of E;@ " in equations (4a) and (5a)
wheess prics is ﬁ@?@m«i@n@ on “%_m ir both equations (4b) and {8 ). Noreover,
in vquation {4b) p g 18 mmmww velaved to g o Vhevess in squation e )

wnm

Pay is mni‘ti%iv related to % i" Sivee g - ig & pomitive {unstion @:t
household za:?ﬁesg a eomparizon. of the relationship bmwsm price and househnld
seimég holding income per capita {and, therefore, F&i) conptant can distinguiah
he‘i,ﬂre&u the modslas postulated.

In 19564 within eny income per o ﬁd.a clens, prices cherged households of
8 given vaim averaged $.0¢ more then prices charged households of the next
smalles size, The a:miag@m average wes $.06 for 1969 and wes $.11 for 1971,
In other words, as time passed a ponitive r@im%:i,c»mhip betwean prices charged
and hmﬁaéalmld. size, holding per capite income constent, hes emexgad. This resuls
is consistent with the motion that the FNS bme hwehaved like o poddfied budget
Baxi mg,m% bum;% The siignt poeitive relationship that exista in the i G964
prine @‘%}mm:m osan be explained elihsr on the grounds of random error or oa

the 'bam,sez that even in 1964 o g:mm e pamlmpm,,,m was not deemsd of no

politl s}:ai igportancs by Congress. These relatlonships clesrily contradict

U*ea mﬁm that the TS hag behewved as 2 buleed moxipdeine biiwau. In whad

i s

Tollowe the modal of i;?xfe budeet pawimizing buvesy will be dropped in faver

3t

aug b ”a‘sm{

of the model of the m@@g iad Ludpet mopiudz buyean

Gt
e TG abrdeeah
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Tie gﬁ%twwy of changes in the price structure shows that the relae
tionship &eﬁ&e&nrp@r saplta household éﬁcomg and the price of stamps
has only been strengthened by ﬁmt@e@ﬁﬁng'ahangeﬁa i 1968 the prices
sﬁ@vgad‘&h@fhu@faﬁt'of the poor woere lowered aftar intense flrve was
dﬁfé@ﬁéﬁ‘at the FiS in besrings by the subcommitiee on Employment, Man=
paﬁﬂwﬂ and Poverty of the Senate Uommittee on Labor and Publlc Welfare
in 1967 and 5968 [18]. The entire g?ﬁ@agﬁﬁ?uc&u$@ Was Emwefeé-by an
aﬁaﬁaga:af-ja per cent in Decamber, 1969 [15]. - And, changes as & result
of the Eé?i améndments to the Food §tamp Act {P.Ls 31=671) that are
being made currently, drap pr%mﬁsﬁfer th@ pourest of the paa% to Zero
and %agsé;pmﬁcag to the least of the poor, The former §s”Sm recogn§ tion
mfit@@‘f&gt'tha& some of the poorest households have ilttle or no cash
income while the lattar chenge I3 an effort to diminish the “notch® fue

pﬁééﬁm'ﬁn the old niice structura 1173,
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he GEhs glves food awayl end fegelly are substltutes For sach @&;m;@;,a-g
thet 15 both subsidlee the food ncpendiiures of loweiovows Famllles
ane bagaltly the wes cennot be wr%a tadd in Lhe sane foest welTare dis=
Eriet 3l tansous] Yo

These clroumstances provide 2 vevenve sanini zing huresu with the
oproviud gy of substituting ths w@mm the apprepyistions for which
are wgmné&aﬁ& SR PTG égww For the program the Tundiag For which 1§ 5
ludependent of output. This silaws the ﬁkgﬁpﬁl&”&%mﬁfs{" 0 use the funds so
mmwd to be used elsewhuare. {7 this a@ the ﬁ;&fw‘,@ then through tles
DS wﬁum observe participation $n the COP to Fall ss participation In

the 58 rose, ceteria paribus.

A test of this hypothesis is provided by regressing participstion

L3

* py month from July, 1963 to June, B9F1 30

Pi4) on pareleipa-

and the wmwmﬁw wmﬂﬁj«mnm b e by Hian unems

a

G Tate aApressed as a gmm«;mﬁ M%}) Fiel.  The Tetter 1% included

ro nold sonsient the bhypotbesized positive reletionship betwecn purticipas

wion G the wieapluynent rate. The seasonally wnadjus tod rate iz wsed

to saptuie seasonsl variation ln pardicipation resulting from seasonal

lustuativns 1o unowploveent, The resuits are a8 ol lowse

s
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The second set of hypptheses arise from the politics of hunges
and walnueri tion in Amsrica. This fssue was politically @ﬁp?@ﬁﬁwég bg =
gloning o April, 1567, as the result of hesrings in Mississipol of
%ha-ﬁéﬂ&&é Subcommittes on Employment, Hanpowsr, and Poverty., [19]
AThawm&ﬁ&a@; evidence plled up rapidly of malnutrition among the poor,
deficiencies in federal food ald progrems, especially the FSP and the
?D?D»amd of dég@fﬁ%%ﬁ&t@ry administration of the programs at the local
leval., (See, for Instance [5, 6, 7, 12, 13].) Awmong the (ssues relevent
here wérea that the benefits under the F5P #id not ensure that recipianis
could afford a nutritionally adequate ﬁﬁ@&é that many of thélpaaf could
not afferd to participate In the program; and, that there were many local
w&%?@f&fdﬁﬁtféats in the couniry that o§f@raé\ne§ﬁh&r ti ﬁéé nor the
?5?@ z | | |
ﬁwm@atﬁté@n for funds as lovolvement in S. £, Asfa g#ew‘and Fomrg
'dfﬂggﬁwg~hy-&h&,ﬂgf%gul&ura Lomnd tteas In Congress Kept apprapriations
From growing as quickly as they mﬁéét have otherdise. &@W?@Qfﬁaﬁgﬁﬁﬁ‘fwﬁ
the FSP grew by 545 m§§a§nﬁ in fiscal 1968 and hy'éﬁﬁ m&ﬁgﬁdﬁ in f§§aé§
1969, As pressure g&mﬁg hﬁ@@%ﬁwg Fsp @@@?&@@&ﬁ&é@nﬁ Jomped By 5525 mitilon
For Fiscal 1970 and by $500 for fiscal 39?30£§f
Such increases in vevanue from ap@&mwrﬁatﬂmmﬁ can affect pricss

anﬁ_mgtput fn two w&y%ﬁ i the program domsn’t have ﬂaﬁamﬁwéd@ SOVBEALS ,
efforts are made to open projects ia countles not offering éitﬁ@w proe

gfam; that is, sxpand the number of 2llglbls housebolds, And theve is

4|
i

E:j

also 2 tendency to towsr prives. Furthermore, as the public and
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Congress lncreasingly adopied the wigw that the FSP should ensure that
recﬁézents'cauﬂd afford a autritionally adequate diet, there wag«mpwafd
pressure pﬂaced on the quantity af stamps households were ;équﬁr&d o purs
chasa in order to p&?ti&iﬁdtﬁn in the absence of 3ncreaﬁad’févanme From
.apprmpwﬁatﬁonﬁ and given the praﬁﬂur& to §ncreasa partlcipatkm9 such a
move anne wouﬁd have forced food stamp prﬁces down, This Ks %0 because

a aster&s par%bus ancaease ﬁn the quant!ty of stamps requﬁred wuuﬁd have

Uow&fed participaxlnn {see [2 Po !?3) and priaes would‘hmvg ‘ta havu been
Rowmd to offsaet t,he dec”nau ‘ |

| in sum then9 Et is hypath@siz@d that the effects of the potltics of
hunger wewe-teksnift th@:wqyenga_ftom_apprqpriat@ons curve“upwawd and to
'ﬁnsrmése the quan%ét& of stamps recﬁbéents had'tm buy. Tha émgllgagaons
of these actions are to ﬁncrease participatian via pr&graw v&panssan and
.to.hnwer §oodvstamp priae& both of wniah would ﬁncfease participatiano
ANl 0c§u&rad}> thfe'ﬁh» prmgram'w&é'ﬁiawly.expanded'lntﬂfhaw'ﬁWEa$ in
'Féscaﬂ 1968 and 1969 (189 new’ prnj&cts in flﬁch 1308 and #6& in 1969 [14]),
apwaces and quantikﬁes ‘did not change untlhl midwfisca! !9/0 tha f&rﬁt yaar -
in which appruprnqtions great!y increased, o : ‘

To eatimate xhe effacts on partscapatlon and output, twn fegreﬁsians
were run. Firse, par&inipa&ian in the F5P by moﬁth from Julyg 1963 to June,
'KSIE {xz) was regressed on the seasonally unadjus?ed aivaéian unamp!myment
rate ﬁXB)s the numbar of F%P projeats in operation (Xk)&wm’ and a dwmny
‘varlable taking o the varue 2ero fcr each month from Julyﬁ 3963 ?hyough
Jaﬂuawyg 1970 and takﬁng on the value one thereaftar (Xb} Second, the

’mntaa quanti ty of stamps distributed per month from July, ,ﬂéﬁ to June,
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émpai g::;f«',@m‘ af r;m z»:mgmu; e ‘iw abrupt 1ibevsligat hﬂ rs‘: vf;%a@e PR EYE

addo ?Aq, ‘threugi' i’wsﬂ&i 1970, ) Ehawrsfore . Beguately ageount fmz“ ‘Eh@ 50

fy mmt Jump in peveled wr ton fn Fisesl i%?’??*:ﬁ @5@&&:}&;@ | 116 };J@L, rr:e-::ﬁﬁ frges

émﬁme@ in fisenl 1971 j aéu, !

Bt m‘l lﬁu “z”@m an exaainstion @f e mﬁidwﬁﬁ i amfmwmg ﬁm thare
lmﬁ 0o move than a ?‘Xm@@ WE&H& wfmg %mmmm the m}n@ imp?wm@ﬂmtwn of &"kw
lihwmiimw@m wasg *@:m@wwmml and the ﬁ*ﬁ,m the mmmm& A Y] *’i& we‘a Lo -
pw @cio Thia is & Vary mpﬁ.& g?@wzmmm by any aandard @@jgwmmﬂy s_ﬂizaé‘z@
@1@?@»& @e@t@ﬁ aid wot imgzal@%z«s;m; the chapgs mﬁﬁ Maveh fmﬁ Aﬁri,ﬁ.e_ M’ i
"mapr&ézmiiyAmm:w@iﬁr@' in the Tisht of the fack that laghk of m@wm@}m whowe
tha pmgmm WaE gﬁ.vmx as the pmimw TOASHn é‘@r t:im m@mmmm m Z%S
of sm @nt:m&@hm@gwm in chiech the m@r were ml@y@& by ﬁ;hﬁm’*i}ﬁmﬁ, trained
&a zmtfritimw ids, and gent out %M‘*«m rhm «*@muﬂm? to inform ms&v hovse
hol «iss ah@m' the nmg&rm [ 19 ? C These SE@WMM:S mt’ ﬁ@mﬁt on a;m belief that
lack «f kmwﬁi@ﬁg@ @h@wﬁ i:m PLOSTER WAS An i,mpﬁﬁft&m? mea@m ijmr tark of
mr@ﬁmﬁ. pat:’tiéi@sa?:m&; :Eéfe:zt’&s@x?g, they s;ungp@ﬁ?ﬁ"‘.the plew that ami‘ﬂ. She pree
gwééﬁ v;a&@é?&i%mﬁiim& $E was not worth the while of many @ai f“h@ poor o
paxtic imm@ iﬁam wisw 18 buttressed b‘g Brednar’s amwwm& z,«:m Ehat g}mum
igzsa’t:i;@%x' in food ﬁﬁ:’@gﬁ:’m@‘ droppead 'b-y- wene 50 par geat w@' the mm WS- mf _
plae d by 5 E’}M{ (yird XW the end of flscal i%f """" “13: p. 215 f ’ |

e Summsry and O *m’ﬁ w«*dﬁm
cTwo modele @.F icﬁwewms anve bulle is vhich one peest xaﬁﬁ’@ﬂ that the TS
Was & ‘W@W@ﬁlﬂﬁ‘ﬁﬁ“ﬁiﬁ&%iiﬁgtf ga*i’ e d:ﬁm ﬁ.mma? iug smsmﬁui far wmii;g the othas
@m@mﬁ?ﬁz@d mt«w the ?{*Nﬁ e dnized vevers mM il ix —wiﬁwiv &m mm:é the intent

ad I faver w% &hm Taski

of Congress us weil. The formew model was zeje

"‘h@ Begt us wﬁ o vejeet the Fformes TR ?irzcﬂgmh uméi aolh i Azﬂw H,» ;fw;u Yo
£ i

Sen ag bentative

aod. thus the suthor regerds tha ve!
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. refoted b;‘yf othex @‘fﬁ,d@m@; ir i% hgppsm&{ however, that other topin support
8, aim'aﬁmm )a!:mn of the PR3 88 'E’;uwm a@’rsiwm“w aﬁoﬂﬁem'%z ma; with %@
mlwam &@ngra%m sml aompl f*’e:saeaﬂ 1% i 1'& ba ﬂm*mmam m% the i:apreﬂaiw
one rocsives fmm the warious his i;mfzuai %x*e:z«..,me:nm a*“ @;he m}* [ s 320 &md,
i3 f"hapo 6J Xﬁx appears s;hat the E»eﬂmc:mmt*rm on Agri uliuw of tha Hauﬁ@

, Appﬂopﬂm,mm Committer hes haa AN, IMCOUMIT. mi‘luama wer the mm“lu@t m”

_t;hs F‘.SF This is in contrast with the imps mfa:icm ?:bim &u*’hw bas of rw.mmm

bamean Coagmm and c»th@w fmm’al “wmsfmm Blearl.fu the zmdel af a m

el 'bu burssy, ¥hich does not ;mmua ‘é"ha .mm:nt af‘ the z-elamni: Gam&i&rﬁl
@ewnimeea emep'! :l.mwf&m as it anpear-ss in the wpmyriatiapa revamte funation
.‘appmm to fit ﬁ.{m other :tmlaml agoncien nere u:losael,yc Ub'aioualyg mch
move research ra these matters is med,@rl‘u. o
o - or 'wha%immxraﬁ@@ 18 %:mé of£:rt? The fact thet the model miﬁl‘ ot bean
jsc%d ovi oi‘ hamd wakes t:ha amﬁhcm rore m,emful that it m(gh@ have soma
;madmt n& a8 well as expmmi:ory pawmn H&d i’}m mcd@l bean ze;g%i:ﬁed a&s m
exp&.&mhm rf i:hw prica and wt pm, behavior in thza f‘nod a'iaamz. wkng domb%
would Iwa ‘hmn mgaf: on the ﬁﬁ‘i@aw of similar me«ialﬁ at‘ other pub'i.m sﬂ@taw
BEYKY. B Am M the mﬁizs}L m..d no a.mpwm;ﬂ, mm;@m& t\mn :ﬁ.t wulii m‘w ‘b@
2uilable ae 8 wh%il on which to spin noTEtive 1:?1@0;&*1&% ii‘hf: fa.ct i';hafh H
@ ﬁéﬁ m;j%t@@ @i“ﬁ?& & Mttle more credence, amw that lentd by izi’éuﬁﬁ::ioﬁ |
wone, o th_e Eﬁﬁ.;&ﬁ; of work K:iﬁkamra nes heon about m ’c‘zas mmatiwé, éaa@’ai«:;«m
nf }{s;&ég renent book ,{_WQ_?Q Huch mciiﬂe work ﬁe&&é to be ﬁgﬁéﬁ &wevmi.,, on the
é.am::méi side of zéi%éh models ﬁ):%i“@f’@ they ‘e::am Berve a;é-s {émfé?;‘mmi;».\g gumag for

policy-making,
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FOOTHOTES
I 4 :mviﬁim i extenyion of é;‘m \Nf I have hz;nl helpfel discusyicos of
this mm,jm% with oollessues at the Yo of 2iin:ﬂ.aa€§ﬁa.g E&; the V. of wmcm:'si;
wheve I spent 'a Q:lﬁma%*s A *mitzm’fmw femg i 9’?%; io and with nesbers
of ’@%wmw d&i‘smm; ?%CR«!?‘H'Q LI oam pard :},cu"# vy inﬁe‘bw& to Hartin Abel,
Lﬁa I%zz*t:m,, and Willlem Wiskanes for ssea*iz%;igg Yy mmm gtraight and in
ﬁimp&& fymg m;y anai;smmn Of sourss, none ax"é regponsible for auy errors.
I M%:hngh the Consumer and Mg mkta‘tiﬁg Sservie @‘aﬂmmmtémd the progrom
_unth 5%2‘:9 the bwe&m will be mﬁf‘ﬂw@ﬂ to as FES for mimplicity. '.
g,y ‘l’hca FOP is the progran under which fami zimz dlﬂtmmte‘i fres o l«czw
iﬁémms familie&z ia, mmﬁ:mﬁ participating in t‘hea_hp:mﬁmgzﬂma sz:iw to 1971 it
‘wes called the Comwodity Distwibutiss Program,
g,a  f As ;a" mm; of the 1973 mmﬁmmm {p.1, g*.;a?{i} sligible housaholds
my now pumham loss i,hsm he waslwas cmpmx &il@é:maﬂtn This ragtx:!‘.@im‘
does not a.ifm&) ﬂm ampwimi base of “i;rm& muayo
g;" Undil *ﬁi}’?ﬂ [ j ot the parchase rmgumemﬁm sl tha soupon allote
'mm*é; were f‘aum%,i ons of household size and incons.

& The demand to W;i‘*‘h‘f;.@:)‘,g;ﬁ’?b'ﬁ in the progrem is derdived in f?,m]

-.@iﬁ  This 45 & v&z‘im%n of & function sageested to me by Williaw Nisksuem in

commante on an @,mliw draft. I differs from Yhe "budgsi-output funeiiope’

b v t

-.«,m 4” qu ppﬂ adn ‘5(} 7 only in that 1% recognizes that the U Z@a&n & muaber of

gxs}li‘timmy Amporiant f&s‘;&rig{g@ Bopurlug thet perticipants could affmrﬁ i H

'ﬁ.:”:ﬁ:ﬁ:::ifmafﬂ. 1 a:iem,m% diets »;s;i,.ﬁ;:n,y involves queventeelng thet g . Ao et ab
B2

'

a levsl gﬂ@ wmzmﬁ o he mi‘aquam by m%’;;&“ apieats.  Sinos the mg 1ientions

9969} is rel Qakively

av yalsing 4., o such 8 laval las coourred in ls

g

mimpie Yo treve through, this fmcet of the progeewm wes exuluded Drom Lhe

4%

¥ A% mﬁi £ *3 ’g. 5 ‘xf-.='=~: o
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s@@t' @fm@ ’,1@@ 2

“wi‘ 'x."‘mr th@ u@@ @ of v /amlytiwl t:@ezimiqua m -mwimmg &&w &mpl@yv

i mx‘zt ’b@hﬂvi@r @f a ' ag@my gub J@m tt@ @@mtram@m @n th@ ammmt: of \
mb@'r i.t @an u@@a | | | '_ |
b) ma @bt&imd by mimiszing

M %ﬂ{@ ;, "s);/ 'FM_ wp@'p %’gz Eﬁj

@im& ﬁ:hez Bm msum ab&aiw) ‘wh@m Kp xmd

11/" Ewtimﬁ (ésa}:f‘_
(ZW*) M%Qw ‘“’p
’ wi th mape@t to ?1

.K gva mm@ﬁmﬁ@ a';riﬁm (lm) fw@m {4@3 m& w - 1 md w o8 00 fm d@m‘mf

k%}ﬁm(&%wn‘ ﬁ;@@@wh | o
32i in fant ‘the Coms ,J&aﬂ Mark@ring SQrvﬁee v@@@iv@@ gection 32 funds
in ordar to pux&has@~‘ ﬁy@mmm@di&i@m and- the FNS. T@@@iVF@ Bection 3? funds
‘in @ré@r &@ pw@@@@@“a@ M:wibua@ &&@ma C@&g?@@ﬁ ftwm &img t@ @ﬁmﬁ d@@@
  put V@atri@ti@@@ @u éhe‘us@fﬁ@ whk@h S@@ti@n 32 fundg can be pnt,, Fof i
‘im tamc@g P e 90@@1 pt@hibitﬁ %@@ti@m 43 fuﬁﬁs fr@m b@iﬂg used in ﬁh@ FaPﬂ
: 13/ These ¢igur®@ @ame frmm varicu@ agxi@uikur@ appr@pxi@tian@ biil@o

_P Lm 39@556 f@r 196?- HRwlﬂBGQ f@f 2968° HR@EGQIB f@r ?969, POLQ 91«127

 for 1970; sad, 1®-17923 for 1971,



k! j ¥ X :, " - vy PER"Y 5 PR %, gt e e e ! Ao 3 o
147 The effect of &n erxogencus chengs in ravenns {rom apsyopristions can

b shown by differsntialing {6a) with respeci fo a@ﬂ the pargingl revenms

Lo aporopriationn.,  This yield
yogs

e R . - - bm, ) - 4 N it P g ‘/‘,4 A :;: ) . 'f 9 % g o
{k)b:}{ (5pai/7m$ = ~J!}§q@i<‘, = ‘H}f @1}} w:—{“; W A% 8§L ';u ﬁl imi’? &:gi j Eaid }gr.cr:‘;,wv')

3 j.-’zf & preject is » eounty, city, or an Indien rveservation shich operates

a FEP program independently of other local unite L @70

M.Z/ Thirty-two states implemsated the srogrem changese in Jenuary end Fehruary,

1970, Ten more states implemented the changes in Xarch and another state
wng added to the list in April. February was chosen as the date al which

inplementation was wide-spread.
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Fable 15 Summary of Federal cosis and participation In Food 5tamp
. Program, Flocal 1968-71 :

| Bt LTS

AT S,

N M T . RN

1968 1969

1870aw% 171N

Valus of
bonus soupons

tortification
Bestruction
Printing
YE@@@#@@#&&&QQ
Adminis trative

Total

Awzrage mthly
participation

ST W G w3 63 M @ 8 B 89 “"doaaaﬁ'ﬁ @ ey B M W M W @ &

173,006,667¢ 228,788,020 550,87%,720 1,523,055,857

k358,763 5,381,000
66,000 88,000

1o411,571 4,671,668

1,072 54,720
8,296,702%% 10,39k, 85
167,283,815 250,981,893

2,392,089 20, 200,000
105,000 226,000
5,262,824 15,369,811

| _572“650 | ‘_2555389
13,336,048 17,830,538
578,083,280 1,576,937,795

Sy D s 2 WD /S el e & L3 A oh e p%{r%ga“& L - B - R =

2,211,224 2,878,113

o3k, 030 9,382,089

R T

* fncludes

$2,487.679 Yundad by Ldw

e locludes $47,203 funced by (B0

%5%  Ohligations, not costs.

Sources Fﬁﬁe&&ﬁA.é%%ﬁ
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