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AGRICULTURAL-FOOD POLICY REVIEW. Economics, Statistics, and Cooperatives

Service, U.S. Department of Agriculture, ESCS-AFPR-2.

PURPOSE OF THE REVIEW

The rational formulation of national policy requires that the issues be delineated and defined,

goals and objectives established, policy options developed, and alternative programs specified and

evaluated for the contingent economic settings in which they would be likely to operate. In a demo-

cratic society, the ultimate choices, presumably reflecting society's wishes, are the responsibility of

the elected representatives of the people. Policy development and determination (reaching the point

of decision) involves essentially a debating process among adversaries with differing objectives and

motivations. Policy research should facilitate this process by helping to improve the quality of the

debate. It should provide a context in which to frame and define the problem, help to narrow the

focus, rule out the irrelevancies, and narrow the areas of disagreement,

The Economics, Statistics, and Cooperatives Service (ESCS), as a public agency, considers one of

its major functions in serving the public interest to be the provision of objective economic studies for

use in the policymaking process. A major purpose of this publication is to provide a convenient com-

pilation of objective economic analyses of current policy issues. The background material and re-

search results presented here for use by participants in the poHcymaking process will hopefully im-

prove the quality of the debate and lead to an improved policy decision process.

In the preparation of these articles, care has been taken to avoid advocacy and implicit conclu-

sions and viewpoints. Any subjectivity remaining is that of the authors and does not represent any

official endorsement or position, expressed or implied, of the U.S. Department of Agriculture, or

their employing institutions.

PREFACE

Over the past several years, pressures for the development of a national food and nutrition policy

have continued to build. The Food and Agriculture Act of 1977 contains major provisions which

relate specifically to human nutrition research and food pohcy analysis. One author recently charac-

terized the present policy setting by saying that "nutritional concerns are moving from an era of

neglect and uncertainty to one of debate and action."

Programs of the U.S. Department of Agriculture have been central to the debate. Questions

have been raised about the relative ability of the Food Stamp Program to improve the nutritional

status of participant households.The effects of program rules on the amount and kind of plate waste

in the National School Lunch Program have been questioned by some. Others have asked if the

Department's Food Distribution Programs are operated primarily to help support farm income or for

the nutritional betterment of recipient diets.

In an attempt to facilitate the provision of information needed to help answer such questions,

human nutrition research and food policy analysis have been designated as areas of increasing

priority within the Department and its Economics, Statistics, and Cooperatives Service (ESCS). Be
cause of its obvious importance, policy research on issues related to the domestic food assistance

programs is being emphasized during fiscal year 1978.

As a part of that effort, a national seminar and invited papers program was held during the early

part of the year. Objectives of the program were as follows:

(a) to identify, describe and discuss the key policy issues relating to USDA's food assistance

programs,

(b) to assess the current stock of research evidence and identify areas where additional work is

needed,

(c) to stimulate interest in food pohcy research by social scientists, and

(d) to help establish priorities for the expanded food policy research programs in ESCS.
More than 500 persons participated in the seminars. Twenty -five policy-oriented research papers

were presented and discussed. The papers are published in this issue of the Agricultural-Food Policy

Review in order to broaden their exposure and, in doing so, allow for the greatest possible use in the

pohcy development process.
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TOPICS COVERED IN THIS ISSUE

This issue of the Review has five major subdivisions. The papers in each subdivision cover a spe-

cific problem area. However, the issues are most appropriately thought of as an interrelated set.

Obviously, program changes targeted to alter performance in one area will also impact on other

related aspects of program operations.

The first set of papers sets the stage for a formal discussion of the contemporary issues in food

poUcy. Each author presents a view of the policy process from their own particular perspective. The

overall conclusion, though, coming from these papers is that food policy is bigger than and, in fact,

encompasses traditional farm policy considerations.

The relationship between resource transfers through pubHc assistance and the purchase and con-

sumption of food is addressed in the second set of papers. Authors discuss the domestic food assist-

ance programs and their relative effectiveness in providing increased food buying. Whether these pro-

grams enhance the nutritional quality of recipient diets is also discussed. The final paper in this sec-

tion compares the food expenditure consequences of the major food assistance reform proposals.

The third major subdivision of this Review contains papers discussing equity aspects of the food

assistance programs. While discussions of equity generally relate to the vertical aspects of equity, the

papers published here focus attention on horizontal equity issues—the equal treatment of equals.

Authors of three papers report on inequities which likely result from current program rules regarding

the distribution of benefits. Differences in the costs of living and rules allowing for various deductions

from earned income are two of the major reasons given for generating inequitable distributions of aid

under present program rules.

Supporting farm income is stated as a major objective of the food assistance programs. It is this tie

that binds the food programs and the farm programs. Papers in the fourth section of the Review

highlight these interrelationships. The lead paper relates food pohcy to the more traditional concept

of farm policy. The author indicates that food pohcy depends in an important way on the policies and

programs which influence farm production directly. Other authors discuss USDA's Commodity Dis-

tribution programs and the economic impact of the Food Stamp Program.

The final section contains papers which assess various aspects of food assistance program effi-

ciency and effectiveness. The papers are an indication of how research evidence can be used to suggest

changes in program rules. The effect of program rules on participation in the National School Lunch

Program is assessed. Another author reviews the process of food stamp redemption and suggests ways

of improving the present system of stamp issuance and redemption. The final paper investigates the

role of the new budget process in forming food policy—particularly as it relates to new budgetary

initiatives. He argues convincingly that the availability of appropriated funds wall determine whether
major progress will be made on the programs designed to implement a national food pohcy.
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STATEMENT OF PURPOSE

By Kenneth R. Farrell*

The subject of national food policy has received con-

siderable attention in recent years. Some have viewed

food policy as simply a summation of our agricultural

policies pertaining to the production and pricing of agricul-

tural commodities. Another view, well articulated by

Assistant Secretary Carol Foreman at the recent National

Food and Agricultural Outlook Conference, calls for the

development of an explicit national nutrition policy as a

basis for deriving a national food policy. The development

of a comprehensive, integrated national food policy would,

it seems, require meshing both elements, food production

and nutrition plus those elements of marketing and regu-

latory policy that condition competition and performance

of our vast food marketing and distribution system.

Finally, while we may speak of a national food poUcy, it

should be clear that such poUcy must be conditioned by

and hnked with the international dimensions of food pro-

duction, trade, and aid.

Although the boundaries of a comprehensive, inte-

grated national food policy may be generally evident, the

construction of such a policy is far from complete. In

fact, it has barely begun. Despite large public investments

in research, the interrelations between food production,

food marketing, food consumption, and human nutrition

are not well identified or understood today. We have not

well identified the linkages and tradeoffs among subsets

of those elements of a comprehensive, integrated national

food poUcy. Several factors explain that state of affairs.

First, there remain serious voids in our knowledge base

from which a national food policy might be constructed.

For example, we know less than we should concerning the

nutritional status of our population and the complex

interaction of socioeconomic variables which determine

food consumption and the nutritional status in the popu-

lation. We know much less than we should concerning the

role food marketing institutions and the impact of mass

merchandising of differentiated, often highly advertised,

food products have in shaping food consumption and

human nutrition. We have serious voids in our knowledge

of the relationships between human health and nutrition

and the use of chemicals in the production and distribu-

tion of food.

Second, much of our research which bears upon the

major elements of national food policy has been along

single disciplinary lines whereas many of the issues are

interdisciplinary in nature, particularly when placed in a

policy context.

Third, policy analysts in the agricultural research

establishments have focused primarily upon agricultural

commodity price and income policy issues and to a lesser

degree upon commodity marketing policy. I have seen

several symposia and conferences labeled as discussion of

food and agricultural policy degenerate to singular dis-

cussion of conventional agricultural policy issues. When
there is so little of our research and policy analysis which

gets beyond the "farm gate," we should not be surprised

or indignant that legislators have not yet developed com-

prehensive, integrated food policy legislation.

We believe the time has come to broaden our agenda

in BSCS and more generally in the Department to grapple

more effectively with the complex issues related to food,

human nutrition, and related poHcy issues. In fact, we

are required to do so by passage of the Food and Agricul-

ture Act of 1977. The act designates USDA as the "lead

agency" in the Federal government for the food and

agricultural sciences. Human nutrition research is indi-

cated as an area of emphasis and a new $5 million com-

petitive grants program for work in this area is authorized

by the Act.

* Kenneth R. Farrell is Administrator of the Econom-
ics, Statistics, and Cooperatives Service, U.S. Department
of Agriculture.
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In BSCS we have a small group of analysts conduct-

ing research on the impacts of policy interventions at

the food consumption end of the spectrum. Another

group is beginning to bring into focus policy-oriented re-

search related to marketing and distribution of food. In

that work we are linked closely to the NC-1 17 regional

project headquartered at the University of Wisconsin

focusing upon issues related to the structure, organization,

and control of the food and fiber sector with emphasis on
legal-economic issues related to food processing and re-

tailing. A third group of analysts focuses upon the more
conventional agricultural commodity policy research.

Finally, we have a division of the agency concerning itself

vwth international trade, competition and development in

food and agriculture in a world context.

While we in BSCS have elements of a research pro-

gram to address some of the economic dimensions of food

and human nutrition and food policy issues I referred to

at the outset, we are understaffed relative to the research

which is needed. Further, we must reach out more than

we have in the past to establish cooperative research pro-

grams with persons elsewhere in the research community

including those in other disciplines. Thus, the role of BSCS
and the Department as a whole will be evolutionary. A
period of open discussion and dialogue, problem identi-

fication and research orientation seems to us to be a

necessary first step.

Hence, the initiation of this seminar series on food

policy. Five such seminars will be held over the next few-

months—each focusing attention on a somewhat unique

researchable aspect of the national food pohcy question.

Each of the half-day sessions will feature a major issue

paper and a set of research reports which will indicate in a

rather specific way the types of studies now underway

relevant to the topic being discussed. Seminar partici-

pants at each session will be encouraged to interact with

each other and the program speakers.

Today we want to paint with a rather broad brush

upon the very large canvas we have described as food and

human nutrition and related food pohcy issues. While the

canvas at the end of the day may not contain much of

the detail of that which we hope will ultimately emerge

we hope the discussion will provide, at least in bold re-

lief, a foundation upon which subsequent seminars

will build.

The seminar sessions planned for the near future will

be food-program oriented. That is, they will be forums for

discussion of major policy issues which relate to the

operation of USDA's domestic food assistance programs.

This initial orientation was planned for two reasons.

First, these programs are tangible manifestations of

important elements of domestic food pohcy. Over two-
thirds of USDA's budget is related in some way to the

operation of these programs. Secondly, with welfare

reform (and potentially "cashing-out" the food stamp
program) as a certain policy agenda item, there is a

rather pressing need for the presentation and subsequent

discussion of the research evidence which indicated

whether causal relationships exist between food programs
and food purchasing, nutritional intake, and the food
system.

Richard Nathan from Brookings Institution is

scheduled to deliver the major issue paper at the next

session. Its focus will be on the food purchasing impU-
cations of alternative income transfer schemes (i.e.,

in-kind aid vs. cash assistance). Peter Timmer (Harvard

University) is scheduled to lead a seminar in mid-January

addressing the horizontal equity aspects of food assis-

tance program rules. Ken Robinson (Cornell University)

has agreed to help us think through the interrelationships

between the food programs and the food system, in-

cluding the farm programs. That session will be held in

early February, Finally, Steve Hiemstra (FNS, USDA)
will deliver the major paper at the session designed to

explore the economic consequences of various program
operations. That session is scheduled for mid-March.

If interest in the first five seminars indicates a need,

additional seminars on human nutrition and food policy

topics will be planned. In fact, we are already discussing

future sessions, based on comments from many of you,

to discuss such topics as the nutrition related influences

of food processing and retaihng (including food system

market concentration), farm production incentives,

and international assistance programs.

Your role, we hope, will be an active one and not

that of a passive hstener. Each of you has been invited

because we beheve you have a contribution to make. We
hope you will get acquainted.
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FOOD POLICY ANALYSIS IN THE U.S
DEPARTMENT OF AGRICULTURE

By Howard W. Hjort*

ABSTRACT

In considering food policy, it must be recognized that the food system functions as a system—a shock

to one part impacts on the rest of it. Also, our food system is part of the world food system. Because

our system relies heavily on market prices as the equilibrator between supply and demand, it is

subject to greater shocks than most other national food systems. The food policy area has thus

developed to embrace a broad, complex policy process. Implications are that more demands for

information and analyses will be made, and that research analysis must be multidisciplinary.

KEYWORDS: Food policy, economic analyses, public participation.

We consider this activity—these seminars-to be highly

important-more useful for us in the Department of Agri-

culture (USDA) than for those of you who are here to

help us. First, we hope to gain a deeper understanding of

the policy issues—particularly the food pohcy issues—that

will have to be confronted over the next few years; and

next, we hope this understanding will help structure the

analytic and research program that will be needed to pro-

vide a firm foundation for the resolution of those issues.

What I want to do here is to consider wdth you a frame-

work for food policy analysis from my vantage point in

USDA. I want to begin with a series of general criteria.

THE POLICY CONSIDERATIONS

First, we have to recognize that the food system is a

system. A shock to any part of that system impacts the

rest of it, and, as analysts, we must recognize that and be

able to trace those impacts.

Second, our food system is part of the world food

system. A significant event anywhere in the world im-

pacts upon our own system.

Third, our system is more "open" than that of most

other countries. We rely more heavily upon market prices

as the equilibrator between supply and demand, which

means our system is subject to greater shocks than most
other national food systems. Ask anyone and they will

remember the 1973-74 food price spiral or they will

be aware of the current situation.

Fourth, the world continues to become increasingly

dependent upon the United States as a source of food.

The trend lines on that are abundantly clear.

Fifth, there is instability in world food production

with weather, a noncontrollable factor, the greatest

source of year-to-year variability.

*HowaTd W. Hjort is Director of Economics, Policy

\nalysis and Budget, U.S. Department of Agriculture.
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COMPLEXITY OF AGRICULTURAL
AND FOOD POLICYMAKING

The food and agriculture policymaking process today

is highly, if not incredibly, complex. There are several rea-

sons for that. First, consider a series of external reasons.

A decade ago food poHcy wasn't terribly important;

farm policy dominated the agenda. We were in a situation

of excess supplies, and the Government owned major

commodity stocks. They were a buffer against short-term

changes in supply and demand.

As I said, farm pohcies were important at that time,

not food poHcies. The policy process was comparatively

simple and uncompHcated. The dominant policy was

protection of commodity prices and farm income.

. Today that is not the situation. As I previously

indicated, today our food and agricultural policy must

be pursued and formulated in a world context. We are

tied to the world, whether we want to be or not. We
must recognize that. The scope of food policy today in-

cludes farm income, farm prices, consumer food prices

and expenditures, U.S. balance of payments, domestic

inflation, domestic employment, Government program

expenditures and so on. But it doesn't stop there. We
go on to environmental concerns, food quality and

safety concerns, nutritional concerns, quahty of life, and

economic opportunities in rural America.

It is quite valid for these segments of our society to

be concerned and to provide input into policy formula-

tion because food and agricultural policies do affect

every segment of our society. Our pubhc is one of the

most diverse. Balanced policies must be achieved to ad-

dress these many viewpoints.

The second major component which contributes to

the complexity of the poUcymaking analytic process

is internal. General pubhc concern over food policies

has generated a heightened awareness throughout

Government agencies, and a renewed interest in socio-

economic analysis.

Remembef, for a moment, the sharp escalation in

prices in the early seventies. This captured the attention

of policy officials. One consequence was the Cost of

Living Council which came into being in 1971 ; there

was a major shift in responsibility for the policy agenda

with respect to food and agricultural matters. Today, the

Departments of State and Treasury, the Office of Manage-

ment and Budget, the Council of Economic Advisers,

the Domestic PoUcy Staff, all continue to be deeply in-

volved in policy formulation and analysis. There are

budget concerns. But just as important are the long-

range imphcations of commodity support programs,

and international agreements, food aid, and assistance.

The openness of the policy process today is also

somewhat different than it was 10 years ago. But I,

for one, see this broader participation as healthy. It

is an opportunity for all of us to open new lines of com-

munication to better serve the pubhc.

Another part of the increasing complexity of the

process is the result of changes in the Congress of which

I will mention two aspects. A few years ago—not too

many—farm and food pohcies were primarily the respon-

sibility and concern of a relatively few bipartisan Mid-

western and Southern Congressmen and the major

farm organizations.

Today, food and agricultural policies remain the

concern of a decreasing number of primary agricultural

interests, but one has to add to that decreasing consti-

tuency a basically urban voice.

Concerns of the Congress are also more evident in

hsting the additions to the system that Congress works

through. The Congressional Budget Office, House and

Senate Budget Committees, the expansion in the General

Accounting Office—all of these add to the analytic pro-

cess. Economic analyses for the Congress were begun

so that the Members could be more informed in their

decisionmaking in the food and agricultural area as well

as other areas. The legislative process today is also much
more open than at any time in the past.

The final component which I will mention in con-

tributing to the complexity of policymaking is the in-

creased importance of the judiciary. Many of you have

heard me say that, for some reason, in this society we

have decided the courts are the appropriate place to

resolve conflicting socioeconomic questions. And I,

for one, question if they are the most appropriate

forum.

As food policy analysts, we have to contribute to the

analytic process because, in my view, that is the way to

escape from continued htigation in the courts. The reason

we find ourselves in the courts is because we fail to provide

adequate rationale—economic, social, and political—for the

things that we do in the name of the public.

IMPLICATIONS

What are the implications of this more complex,

broader policy process? One obviously is that all levels

of Government wUl continue to seek more economic

information and analyses. The people wall continue to

demand more. Tied to these demands for concise in-

formation is the fact that we are being held more

clearly accountable for our work—to Government

and to the general pubhc. Another implication is that

our analyses must be more comprehensive than ever

before. It is not adequate to examine the impact of

our proposed pohcy, to adjust to commodity price

support, by looking only at the effects on prices and

income for that commodity's producers.

Information should also be available on the dis-

tribution of benefits to producers geographicaUy and

by size of farming operation. We must know some-

thing about the impact of that proposed change on

the structure of the industry and its impact on con-

sumers—here and abroad—and upon our taxpayers.
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We must also analyze the effects on the quality of

the environment, on our natural resources, domes-

tic employment, and other international trade issues.

Another implication is that our policy analysis

must be multi disciplinary. We have to ask ourselves

if economists are equipped to do the job. Our methods

and models must be capable of effectively incorporat-

ing large numbers of variables and resultant tradeoffs.

Farms are changing rapidly and the means for analy-

ses are increasing.

If I can speak personally for a moment, I have felt

that several of our analytic models fail to adequately

incorporate or explain the behavior of the world com-

modity market in 1972-75. 1 believe that some analyses

are based upon antiquated functional relationships.

Many of the analyses fail to incorporate in a neces-

sary and satisfactory way variables such as weather,

exchange rates, and macroeconomic variables. I find

many of our analyses so partial that they are of little

value in deahng with the complex, interdependent set

of relationships that we are confronted with. There

are even times when I feel that we have abandoned

economic logic and good judgement to the determin-

ism of statistics and econometrics.

Once last spring, in connection with the Adminis-

tration's proposal to eliminate the purchase require-

ment for food stamps, we searched through 32 food

stamp related studies conducted in universities, the

private sector, and Government, and we were unable

to find reUable estimates of the effect of that modifica-

tion on consumers or producers.

Concerning international trade, analyses of produc-

tion-supply response in foreign countries, the linkage

of domestic and world market variables, basic analyses

of bilateral and multilateral commodity arrangements—

that whole series— I find it from a research standpoint

to be a terribly thin base to build the pohcies that we
are asked to build today.

We need more analyses of environmental-agricul-

tural production tradeoffs, as well as analyses of

secondary environmental impacts of food and fiber

production activities.

We find ourselves in a system where we are engaged

in what I will call microanalysis. We look at this additive

today. We look at another additive the next day. We
look at one pesticide 2 years ago and another one today,

and so on.

Each time we look at the impact of that particu-

lar pesticide or that particular additive, I am fearful that

nobody is keeping score. The macro impact of a series of

micro changes probably is greater than the sum of the

parts, and I am sure that we are not keeping track of the

sum of the parts.

Another aspect that we are going to have to be alert

to as we look into the future is the fact that the situation

today is one in which the cost of processing, packaging and

transporting, wholesale advertising and retailing is likely to

continue to rise.

Costs of all the things that are done to a commodity
after it leaves the farmer's hands are increasing at a 6'/4 to

7 percent annual rate . It is highly unlikely in my view that

we can expect the rise to be less than 5 to 7 percent.

There was a time -the 25 years at the end of the

second World War until the early seventies or there-

about—when the real value of U.S. farm-produced

foods continued to decline. There is little reason to

believe such a decline will occur in the future, at least

to the same degree. A more likely prospect is con-

tinued increases in farmers' cost to produce food.

Why? There are several reasons. Relatively few farmers

remain. We cannot expect the kind of movement out

of agriculture that we have had in the past. Energy costs—

I expect they will continue to rise, don't you? Fertilizer

costs are more likely to rise than decline. Taxes— I expect

they will increase. Wage rates— I don't imagine they vwll

go down. Machinery prices— I imagine because wage rates

and materials and so on will go up, they will go up. Re-

pairs, I think, will cost more. Pesticides, I suspect, will

be increasingly restricted, and those available will cost

more per unit of output. Feed additives wQl be increas-

ingly restricted, and those remaining will cost more per

unit of output. Water will become more expensive.

Separation of ownership and operation will continue,

which I think will lead to higher costs per unit of output.

There are several things here that suggest the need

for analyses and research, but it does seem to me that

we will be looking at something different in the future

than we have become accustomed to in the past. Over

time, our producers must have a return that covers cost

of production. Farm policies and programs will have to

recognize that fact. This does not mean that farm pro-

grams must guarantee a return equal to cost of produc-

tion for all farmers, nor even guarantee average costs.

But it does mean that there will be times when the re-

turns to farmers are above costs and other times below,

as they are now, as long as current policies are followed.

There is a choice. One can have a regulated agricul-

ture, but I don't know of any farm group that really

wants that. Food costs, then, I suspect, will continue

to escalate. I think it is best to recognize this as given

with the relative question being the pace of the gain.

We will face increased pressure to minimize the

rate of increasing food costs, and the consequences of

this must be fully explored, both from a domestic and

an international perspective. It is one thing to provide

food assistance when supplies are excessive and farm

prices low, another to do so when food costs are es-

calating relatively rapidly, even if the producing sector

is in a recession or a depression.

This year, 1977, provides an example of the increas-

ing contradiction in which we find ourselves. Farm prices

are down 1 percent from those in November 1976. Food
prices at retail are up about 6 percent from those in

November 1976. The average value of farm-produced

food is $56 biUion. In 1976, it was $56.3 billion. Ex-

penditures at retail and in restaurants for that $56 billion
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of food are $180 billion in 1977, up $8 billion from

1976 figures. Aggregate farm income in 1977 will be

below that of 1976 in real terms, while aggregate non-

farm income will be higher in 1977 than the year before.

As one can see, economic information and analyses

are much sought after products in the policymaking

process.

TASKS AHEAD

To conclude, I want us to consider some broad chal-

lenges. I see a major need to embrace the new constituency

concerned with food and fiber policy with the same en-

thusiasm which characterizes our approach to traditional

clients. We must bring the traditional clients a better un-

derstanding of the legitimate interests of our broader

constituency, and, at the same time, make it clear to

our new clients that we can be of service to them.

We also face the challenge to build better knowledge

bases for dealing with complex agricultural and food

policy issues and to internahze into the research agenda

and analytic models new variables which have tradition-

ally been considered to be external.

Another broad challenge is to substantially increase

our ability to develop current information systems on

domestic and international markets. The events of

1972-74 underscore the high price of having to make
policy decisions without full information on current

developments and realities and the likely course of fu-

ture events.

We must be aware of the need for increased real-

ism in modeling and research and for the importance

of objectivity and creditabUity along with that realism.

Objectivity and creditabiUty relate not only to how we
conduct a piece of research but also how we select what

becomes a research priority.

I at times have found a very disturbing tendency
wherein I detect that a piece of information has been

biased in a certain direction in anticipation that this may
be the outcome that someone would like to see. If I

provide biased information, I cannot serve a useful pur-

pose in my position. I can only handle objective,

straightforward research.

I would like to close by just ticking off a list of

things that should be on the agenda. Let us run through

some headlines that have been in the news recently. I

basically feel that we are inadequately prepared from
an analytic or research standpoint to wrestle seriously

with most of these concerns:

• Farmers plan to strike for full parity prices.

• Farm prices are down this year.

• Food prices increase.

• P.L. 480 food assistance and the human rights

debate.

• World hunger exists despite excess supplies and
depressed prices.

• The balance of trade concerning the food and
agricultural account is positive at $10.5 billion.

• Value of food exports record high, but so are

imports and net declines,

• Energy crisis boosts costs of food, and slows

rate of growth in world consumption require-

ments.

• Controversy surrounds nutrition goals.

• Nitrate and nitrite threat to human health.

• Feed additives under attack; use of penicillin,

tetracyclines, and sulfa drugs being questioned.

• Pesticides unsafe.

• Sheepmen complain that coyotes are ruining their

industry.

• Inspection officials plead guilty.

• Restraint of trade charged in oranges and milk.

• Water table declines—ground water being used

faster than it is replaced.

• Prime farmlands become shopping centers, housing

developments, and interstate highways.

• Fraud in domestic food programs.

• Decline in beef cattle inventory over past 4 years

largest ever.

• Tissue in meat.

• Meat imports cause distressed prices in beef industry,

• Budget outlays for food and farm programs record

high in 1978,

It is not our responsibility to dictate social or political

objectives. However, given the goals and objectives voiced

through the political process, food policy analysts can

identify and evaluate the economics of options for achiev-

ing those objectives. We have a responsibility to influence

the policy agenda by conducting good research and com-

municating the results in a way which brings significant

economic issues to the public's attention. Finally, innova-

tiveness and creativity are vital in policy analysis.

We have honed to scientific precision the concept of

allocation of scarce resources to competing ends. But we
have only begun to apply that concept to the task of bring-

ing our scarce resources to most effectively bear on the

real and competing economic problems confronting our

society.
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THE EMERGING CONCERN FOR HUMAN NUTRITION AND
WORLD HUNGER

By Sol Chafkin*

ABSTRACT

Human nutrition has become a "growth industry." However, the danger exists that this expanded

activity will not generate much beyond lists of research topics. Internationally, nutrition programs

must fit into the countries' budget considerations, and domestic intervention programs are much
easier to implement than broad policy changes. The question for the near future, assuming a

programmatic approach to problems of hunger and malnutrition, is the choice between protecting

farm income and retarding price increases to consumers.
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We talk a great deal about food policy research and

the use of such research evidence to change food policy.

And I am afraid that is where we may wind up—talking a

great deal. If one considers the remaining seminar topics,

it is clear that they are, in one way or another, concerned

with programs, not poUcy. I am not being critical in the

sense that it is a bad choice of topics, but I think it indi-

cates how much easier it is to adopt programs and con-

duct policy research than it is to actually change policy.

So my theme is that it is not clear to me how much food

policy research wall contribute after the knowledge gaps

are filled. The reasons for the limits and constraints on

actually using the results of food policy research will be

highlighted in this article. First, let me note a number of

things quickly to bring us up to date on recent events in

the world and in this country that involve nutrition.

A BRIEF fflSTORY

At this seminar, we have a somewhat modest indi-

cator of how much of a growth industry human nutrition

and world hunger activity has become. Much has hap-

pend over the past 3 years. The world food conference in

Rome devoted unprecedented attention to problems of

malnutrition, and conferees recommended an ambitious

program of planning, research, education, and interven-

tion programs for poor countries. The World Food Coun-

cil was set up to eradicate hunger and malnutrition. New
institutional arrangements of various kinds have been
created within the United States to upgrade the attention

given to nutrition. The World Bank has embarked on a

rather courageous lending program for nutrition compo-
nents in other projects. The United Nations University has

launched a training and research program on world hunger

and malnutrition.

In this country, a couple of years ago, an advocacy

group won a Federal court case against the Department of

*Sol Chafkin is Officer in Charge of the Social Devel-

opment Program of the Ford Foundation.
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Agriculture arguing that food stamp allotments had to be

increased to meet the nutritional requirements recom-

mended by the National Academy of Sciences. It is an ex-

traordinary situation in which scientific issues are quite

murky and aje being settled in court.

Also, the National Academy of Sciences published in

June 1977, after much study, a report on food and nutri-

tion research needs. That report, The World Food and

Nutrition Study, spawned a series of supporting papers on

nutrition policy. I recommend both the overall report and

the supporting papers for your reading.

What else has happened?

U.S. Congressional committees that previously never

paid attention to the subject of hunger and nutrition have

been conducting hearings on what the U.S. Government

should be doing about nutrition. For perhaps the first

time in White House history, a member of the White House

staff has been assigned specific and continuing respon-

sibility to advise the President on national and internation-

al nutrition and hunger issues. This appointment has led to

the naming of a White House Task Force on World Hunger.

Nutrition research budgets are getting new looks in

the Department of Agriculture and, I assume, in the De-

partment of Health, Education and Welfare and perhaps in

other agencies. Most of them are in the direction of seek-

ing increases in research funds in the years ahead. I com-

mend this activity.

There have grown up in the period of 3 years, scores,

if not hundreds, of citizens' groups across the country

concerned with everything from world hunger to the ef-

fects of food additives in American diets. This growth may
turn out to be the most significant event in the country in

the last 3 years. Also, the U.S. Food for Peace Program

has become increasingly oriented toward nutrition objec-

tives.

The list can go on. My point is that there is much go-

ing on. I suggest we keep an eye on it, because, and per-

haps I am the pessimist in this group, I have some serious

doubts that this activity will generate much more than

lists of research topics. I am afraid that relatively little will

be done in the way of significant changes about how deci-

sions are made concerning those policies affecting what

goes into the mouths of people, or what does not.

These expressions of concern could be characterized

in this country as what we eat, what it costs, and how it

affects our health. But the concern is directly linked to a

whole series of recent crises and near crises which you all

recall: the oil price explosion, the food price explosion,

the crop failures, population growth rates, inflation, un-

employment, exchange rate instability, volatile grain ex-

ports, and consumer worries about health and diet. All

of these have generated rather recent public and private

concerns about the U.S. food system and its adequacy.

In the past 3 or 4 years, unprecedented attention has

been given to malnutrition in the world and to the con-

sequences of malnutrition. Since I am trying to give us

some kind of a setting in which to have a discussion, it

might be worth noting one or two things which seem to

me worth recalling.

A PERSPECTIVE ON NUTRITION

Malnutrition in a sense is a panhuman phenomenon of

immense importance. In poor countries, there may be as

many as a bOlion people who do not get enough to eat. In

the United States, not only are there many people who do

not get enough to eat, but there are also millions who are

so overweight that their health and lives are threatened.

Authors of the World Food and Nutrition Study of

the National Academy of Sciences summed up the con-

cern as follows:

Nutrient deficiencies that cause widespread

disease and debilitation chronically affect

far more people and cause greater cumula-

tive damage than outright starvation. Mal-

nutrition shortens life expectancy. Acute

and chronic infections and anemia reduce

work output and induce debility. This loss

of vitahty undermines a person's capacity

to savor life and the human condition is de-

graded.

That report, I think it would be fair to say, is tilted to-

ward the poor countries. So it is useful, perhaps, to point

out that a change has taken place in the view about mal-

nutrition. Until recently, malnutrition was regarded by

most people in the United States as something that ex-

isted in other countries. That view has changed.

Dr. Philip Lee, a year or so ago, made the following

statement before the McGovern subcommittee on nutri-

tion and human needs. It assesses the significance of mal-

nutrition here in the United States:

The United States is trailing behind 14 other

nations in the prevention of infant mortal-

ity. Analysts at the National Institute of

Child Health and Human Development are

convinced that a key reason for our dismal

showing in this area is our high incidence

of low birth weight infants—babies that are

born too soon or too small to cope with the

demands of life outside the womb. Of the

more than 3 rrulhon children born in the

United States each year, 7.6 percent, or

about 240,000 wall weigh less than SVi

pounds at birth. More than 40,000 of these

low birth weight infants will die in their

first month of life, thereby contributing 70

percent of the 53,000 infant deaths that

occur annually. And the 200,000 low birth

weight babies who survived beyond infancy

will suffer a disproportionate incidence of

handicaps in later life.

The women who run the risk of giving birth

to small babies, not surprisingly, are the
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very young, the poor, and the black—the

same women who have always had the

greatest difficulty in obtaining adequate

medical, emotional, and economic support

during their pregnancies. Given the present

rate of death and disability among infants

born in this country, it seems that we can

hardly afford to ignore any reasonable op-

portunity for prevention. Nutritional pro-

grams aimed at pregnant women represent

a national obligation to the youngest and

most vulnerable members of our society.

There is much more in Dr. Lee's statement, concern-

ing malnourished elderly Americans and the relationship

between poor nutrition and how our brains and bodies

function. I recommend it to you for reading.

We have become accustomed to worrying about what

we eat, how much it costs, and how it affects our health.

We buy and read a lot of books on the subject. There's a

great deal of uncertainty in this country, fed to some ex-

tent by faddism and claims from a wide range of experts

and those not so expert.

THE POLICY PROBLEM

Overseas governments tend to respond rather rapidly

to threats of famine. They move food to those who need

it when they have it. But they respond with less certainty

and decisiveness to situations of chronic hunger but less

than severe malnutrition. And it is in this context that

policy issues affecting world responses regarding malnutri-

tion need some clarification.

An irnmensely larger number of people suffer from

less than severe malnutrition than those who are suffering

from severe malnutrition. And it is probably a factor of

10; 10 times as many people are in some kind of nutri-

tional risk situation but do not display the visible signs of

severe malnutrition.

We know very little about what that means, either in

poor countries or in the United States. Even if we knew
what it meant—and there are a good many guesses and

some evidence about the relationship between inadequate

nutrition and human functional performance—even if we

knew those relationships, it is not at all clear that, having

established the importance of adequate nutrition, action

would be taken.

For example, let us suppose that the relationship be-

tween inadequate malnutrition and human functional

performance became clear. That is, suppose we knew in-

adequate nutrition might contribute to failure to learn,

failure to cope, failure to resist disease, reproductive com-

petence problems, work performance and so on. One
would thini-: then, that we could adopt policies in this

country that stabilize the prices of key foods for con-

sumers.

What we find here and in many other countries, how-

ever, is a failure to face up to, let alone harmonize, con-

flicting objectives. In the United States, for example, we
want to provide adequate income for farmers through the

price mechanism, and we also would like to see lower

prices for consumers.

The Secretary of Agriculture was quoted in the New
York Times over the weekend as saying that maybe what

we ought to do is start out with some nutrition research

that will tell us what our nutrition objectives ought to be

and then build a food policy around that. It is astounding

to have this possibility even raised. I don't think it could

have happened a year ago. Making the linkage between

food pohcy and nutrition objectives and opening the pos-

sibility of building a food poHcy from a set of nutrition

objectives is quite an achievement.

I applaud the Secretary in opening up that possibility.

But the recent crop adjustment decisions—the restrictions

on acreage announced over the past 2 or 3 months—are

about as clear and as classic an example of what's import-

ant as I can find. It is really more important in this coun-

try, at this time, to protect the economic position of the

farmers than to worry about the nutritional implications

of slightly higher food prices.

The first caution about food policy research then is

that after you get the research done and you've filled in

the gaps, you have not necessarily solved the problem of

what your priorities are in this society. At this time and in

this country, the farmers' economic position is accorded a

higher priority than are the possibly adverse effects on

nutrition of acreage restrictions. In the same sense, it

seems to me that, and this is true in all countries, the

chronic balance-of-payments problems are likely to take

a higher priority and receive more attenfion than are

nutrition objectives.

Again, perhaps a classic illustration is the situation in

Brazil. I looked up the numbers about a year or so ago.

There was virtually no increase in the volume of tradi-

tional staple foods produced there for 1 1 years, ending in

1975. But an explosive increase occurred in the produc-

tion of soybeans in that 1 1-year period from about

500,000 tons per year to close to 10 milhon tons. Brazil

had to service its foreign debt. It had to worry about its

balance of payments. And these simply took priority over

domestically consumed food products and the need to

expand production.

So there is a kind of iron law that supersedes attention

to nutrition which one might call the "iron law of interna-

tional financial survival." In the same sense, if National

budgets have to be cut, the chances are that nutrition pro-

grams wall be cut before other programs which are given a

higher priority.

THE SEARCH FOR SOLUTIONS

It is constructive, I think, to look at the solutions that

the World Food and Nutrition Study offers to the prob-
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lem of world hunger and improvement of nutrition. These

include:

• Increasing food production in developing coun-

tries by about 3 to 4 percent per year,

• Reducing poverty through development programs

to foster overall growth,

• Achieving a more equitable distribution of income,

• Developing a set of policies to integrate expansion

of output, employment, and food supply,

• Initiating direct food distribution programs,

• Stabilizing food supply by national and interna-

tional food reserves,

• Improving food marketing assistance,

• Instituting population control programs, and
• Conducting more and better basic and appHed re-

search.

These solutions entail such complex pohcies that, in

most countries, changing them could likely not be done

without some kind of revolution. It would require a basic

reordering of priorities and power, particularly those in-

volving income redistribution. This is the kind of list one

lays out to be sure that one touches all the bases. I don't

know how practical it is.

On the other hand, we are often told that the models

we should pay attention to—that is, the models of govern-

ments that have reportedly solved their health and nutri-

tion problems—are China, Cuba, and North Vietnam. The
point here perhaps, is that the philosophy of government

may be more important than any of the other factors that

affect food consumption in the country.

Broad policy changes are attractive because they are

clean—that is, people adjust an exchange rate or they set

up a subsidy on one key food. Such changes are attractive

because they do not require cumbersome administrative

structures as programs do. However, food intervention

programs require hiring people and buying trucks and

using pieces of paper and vouchers, much unlike the type

of solution that can be administered through an exchange

rate mechanism.

The broad change is then quite attractive when it is

simple and clean. But when the subject is a total food

system and all the related interdependencies, a government

is asked to make many changes. Thus, several new poUcies

have to be adopted at the same time. And here is where

a certain amount' of pohtical trouble occurs. It is a lot to

expect the government—any government—to make more

than one poUcy change at a time. It is particularly true of

pohtical leaders who generally do not like surprises. When
people start fiddhng with a set of policies, inadvertent

fallout often results in surprises. What is worse, the sur-

prise may unintentionally gore somebody's ox.

Political leaders then can be expected to look at inter-

vention programs rather than basic pohcy changes. It is

true that intervention programs, as distinct from policy,

are cumbersome and are sometimes fraught with scandal.

But that kind of risk is more acceptable politically than a

basic policy change because somebody can always be

fired or the program can be started small (and called a

pilot). If it doesn't work, it can be dropped quietly. If

the program does work, it can be pointed to, and we can

get the names and addresses of the people who receive

help from it. That kind of program has a life to it and,

at least, an alleged controllability that fiddling with

pohcies does not have.

Most of the food intervention programs in the

United States and in developing countries, I would say,

are based on social equity considerations and regarded as

income supplements rather than being based on nutri-

tional considerations or specific health objectives or spe-

cific human functional performance objectives. If we
don't know, and we know very little, about the rela-

tionship between food intake and function, then any

intervention to increase intake by any amount is

appropriate.

The theory is that more is better, and every little bit

helps. So if governments can get by with a little bit, both

in policies made and money spent, they try to do that.

Since nobody knows the results they try to get away with

as httle as possible. The social equity justification for an

intervention program is subject to change, depending on

which Administration is in power and what its view of

equity is.

On the other hand, an argument for intervention pro-

grams based on specific functional consequences flowing

from inadequate diet, in many respects, powerfully rein-

forces the equity justification. In some sense we have to

decide on our primary concern. If our primary concern is

the ability of people to learn and work productively to

maintain health, to cope, the question that must be ad-

dressed is the extent to which these human functions are

related to food and nutrient intake or to nutritional

status. If the function is impaired, that is the performance,

we must ask how much of the problem would be solved

by increased income, by direct food dehvery, by changing

individual or household food behavior.

Direct feeding programs are often undertaken in the

belief that such direct intervention will result in a signifi-

cant net increase in the consumption of nutrients by the

person being fed or receiving food packets or food stamps.

Relatively little is known about the extent to which such

food dehveries are simply substitutes for household ex-

penditures. The nutritional effects of distributing food to

infants or children are often diluted because the food goes

into the family pot and is fed to other children, or all the

children, or all the adults. The complexities and uncer-

tainties associated with diagnosing and dealing with hunger

and malnutrition require facing the question of why one

should bother with research of the kind proposed in the

World Food and Nutrifion Study and by other national

and international institutions.

WHY CONDUCT RESEARCH?

Why don't we simply concentrate on getting some
food to people who are obviously suffering from severe
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malnutrition?We don't need all that research. We can see

the people who need the food. Since I have participated

in recommending rather ambitious research agendas, the

question has troubled me a good deal. I've tried to work

my way out of the dilemma on the following basis.

The severity of malnutrition is a continuum and, in

effect, those who are moderately malnourished today,

especially children, can be tipped into severe malnutrition

next week after an episode of infection. The number of

malnourished who do not display clinical symptoms of

severe malnutrition is much larger than the number of

people who do. Thus, we must begin to pay more atten-

tion to those with less than severe malnutrition.

We do not know the consequences of these lesser

grades of undernutrition or, indeed, of overnutrition. If we

choose not to learn the consequences, we will be accept-

ing high risks about the kind of world we will have in

future generations.

The types of research questions that the U.S. Depart-

ment of Agriculture has formulated, I think, are worth

restating as I close. What do persons need nutritionally for

optimal growth, functional performance, and continued

well-being? Second, what are people actually eating and

how does this affect their nutritional health? Third, what

factors actually shape people's eating habits? Fourth, what

happens to our food from its origins on the farm until we

eat it?And how do all the steps in between affect the

safety, quality, and nutritional value of our diets? Fifth,

how do government intervention and nutrition education

affect the health, nutritional status, and performance of

the people they are intended for? Sixth, what are the nutri-

tional effects (and here we get into the pohcy questions)

of agricultural and other U.S. Government policies and

regulatory programs? And seventh, what special considera-

tions are needed in helping to meet the dietary needs of

people in other countries?

Intervention programs need not wait for all the re-

search to be completed. The chances are that such pro-

grams may turn out to represent one of the most impor-

tant ways of generating answers to some of these research

questions. Some of these problems may not be solvable

through intervention. Those that are, deserve interven-

tion.

We will, for several years ahead, be relying on some

kind of food dehvery system or food stamp delivery sys-

tem or some kind of programmatic approach to problems

of hunger and malnutrition. The fight for basic changes in

policy thus continues. We v/ill only begin to see the sig-

nificance of that fight when we are able to choose between

high farm prices to protect farm income and retarding the

increase in prices for consumers. The process of fleshing

out the choices among alternative agricultural poUcies is

just now beginning. The effectiveness of the attention

given now to prices will be measured by the intensity and

the extent of the public debate.
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IMPLICATIONS FOR DOMESTIC POLICY

By Lynn Daft*

ABSTRACT

General agreement exists that world hunger is a very important issue and that our current programs

and policies need improvement. The Administration is outlining the major issues and collecting

information for use in policy decisions. Nutrition is perceived to be an important issue, and the

resultant political pressure has put nutritional issues on the policymaking agenda. An institutional

framework suitable for consideration of food and nutrition policy issues exists in the Department of

Agriculture, but adaptations will be required if changing needs for research and analysis are to be met.
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My purpose is to share with you three or four of the

thoughts I have about the setting within which I see food

policy. But first, I want to make a few introductory com-

ments.

This article represents only one man's judgements

about the poUcy setting. Those of you who know me
know that I am not involved in nutrition pohcy in a

major way (at least not to the point that I am confused

about the facts). This subject area is mostly new to me
and you need to bear that in mind as you think about

what I have to say.

In this article I address three major topics. I look at

world hunger briefly, and following that, human nutri-

tion. In that regard, I will raise a few questions: Is human
nutrition really an important issue? Second, from the

standpoint of the overall domestic policy environment,

what are some important characteristics that wUl shape

the tone and substance of that pohcy as it evolves over

time? As my third major topic, I wUl conclude by exam-

ining a few of the institutional considerations.

WORLD HUNGER

I must confess that I was a little confused that world

hunger and nutrition were combined as topics in this sem-

inar. As I look at the topics for later seminars, I see this

is perhaps the only time that the world hunger or the inter-

international perspective wUl be a major focus. It is prob-

ably appropriate to make that separation. If I were doing

it, I would separate domestic food policy from world

hunger policy, although I agree there are a lot of impor-

tant interrelationships that need to be continually reex-

amined. Now let me look a minute at world hunger as I

see the situation unfolding.

The two things I am aware of, on which there is gen-

eral agreement at least among the staff that I work with,

are these (1) people agree that world hunger is a very im-

portant issue, and (2) our current programs and policies

addressing it leave quite a bit to be desired. We must im-

prove them. But no one is quite sure what constitutes

improvement in operational terms.

There is an ongoing activity in the White House head-

ed by Peter Bourne. I see that activity as sort of an exer-

cise in outhning the major issues and beginning to collect

information both from pubhc and private sectors from
which some policy decisions can be made.

I have a large stack of responses to Peter Bourne's

requests. They come from Government agencies, the pri-

vate sector, the Ford Foundation, other foundations, and

so forth. It will take awhile for the information to be di-

gested and a policy to evolve.

The sorts of questions people are asking through the

submissions are — first (a very good question): Who is in

*Lynn Daft is a member of the Domestic Policy

Council.
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charge here? What institutions have responsibility and

what responsibility does USDA have versus that of the

Agency for International Development, the State Depart-

ment, and so on? There are questions about the extent to

which the U.S. Government should intervene in the dom-

estic policies of other countries as conditions of aid.

Major institutional poUcy-type changes wUl probably'

have to come about if we're going to achieve some of the

food aid and nutritional objectives that are being talked

about.

Other questions come to mind. To what extent do we
work through international organizations versus providing

food aid unilaterally? How are we doing in terms of the

level of effort? Are we going to have to increase the

amount of resouces that we commit to this sort of objec-

tive? How do we ensure that the food aid we deliver is actu-

ally constructive for rather than destructive to the domestic

tic food systems in recipient countries?

DOMESTIC NUTRITION

Now let me go back to the domestic scene and start

with the question of whether human nutrition is an impo
important issue, one worth taking this much time and

attention. My answer is yes — for a variety of reasons:

First, we are beginning to understand that, strictly on

its merits, the relationship between nutrition and diet and

health and many other factors affects our economy, our

social fabric. The more we understand, the more apparent

it is that we will need policies to help shape the nature

of that relationship.

Second, people feel the issue of human nutrition is

important. Whether it is or not, people feel it is. Their

perception will be reflected in the sorts of questions

they ask, the information they seek, and so on.

The Secretary of Agriculture recently invited sev-

eral people from various intersets groups — some of whom
are at this seminar — to a conference he held in Pennsyl-

vania. The purpose of that conference was to talk about

what was to be important to the Department of Agricul-

ture in the future. Two policy issues came through loud
and clear as being on people's minds. One was rural devel-

opment; the other, nutrition. Partly, those issues emerged

because of the people who were at the conference, but

I think others elsewhere agree.

A third reason that world hunger and nutrition are

important is because the bureaucracy itself is now re-

sponding to the pressures. Even the bureaucracy believes

the issue is important, and is seeking various ways to

accommodate that importance. The National Academy
study is an example, so is the Office of Science and

Technology Policy study of nutrition research done at

the request of the Office of Management and Budget.

The Secretary of the Department of Health, Education,

and Welfare has begun a reorganization effort. One of

the major reorganization team studies that has been

agreed to by the President will focus on food and nutri-

tion policy.

And then, finally, the policy process is placing issues

with a nutritional focus on the Government's agenda.

Some of these issues have a direct and easily identifiable

relationship to policy. Whether it is DES, nitrates, arti-

ficial sweeteners, ice cream standards, tobacco, or some-

thing else, I see a constant stream of policy issues com-
ing across our desk that have a very definite nutritional

focus. And I, for one, feel rather inadequate in consider-

ing these from the standpoint of nutrition.

Other policy issues will have important subtle effects

on diet and nutritional objectives. The set-aside decision

has been mentioned. I find the sugar policy more inter-

esting because, in my conventional wisdom, I was look-

ing out for consumers as well as others. But when I was
looking out for consumers, I kept thinking that lower

retail prices were what I should be looking for. Many of

my nutritionist friends tell me no, they want those sugar

prices to be as high as possible. It becomes very confus-

ing. Meat import questions and a whole variety of

other questions with important nutritional ramifica-

tions are coming onto the Government's agenda.

THE POLICY SETTING

Now let me look at the policy environment which, I

think, wUl make or break our ability to design successful,

effective nutrition policies. The sorts of characteristics I

have in mind are these:

First, the role of Government remains highly uncer-

tain. Any group that is going to address the topic of nu-

trition has to come to terms with the role of Government,

in defining what is a politically acceptable and socially re-

sponsible policy. Will it be one largely of research and ed-

ucation versus one of moving in and dictating in some

sense what people consume? An important part of defin-

ing the role is identifying the specific operational, meas-

urable objectives of the policy.

I think we have moved a considerable way toward

such an identification. Also, and here are some ofmy
biases creeping in, I wonder how far we can go in a free

society in dictating Goverrunent's role in a sort of heavy-

handed way as to what the dietary intake of the popu-

lation mH be. At the same time, I recognize that in

subtle and important ways, public poHcies do, in fact,

dictate that intake, but it is done less openly.

A second major characteristic I see as fairly impor-

tant is the existing scientific uncertainty of the topic of

nutrition. I watched a show on sugar on "60 Minutes" a

few weeks ago where, at least to my untrained eye, I saw

two groups of scientists each of whom seemed to be emi-

nently quaUfied. These two groups came to opposite con-

clusions about what role sugar should play in the Ameri-

can diet. As long as that degree of uncertainty exists, it

is going to be difficult politically to come up with any

very defined policies. They will support one side or other

of any such issue.

Another characteristic of the poHcy environment is

obvious, but I think it is particularly important in a new
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area of this sort. That is the entrenched, I might say well-

entrenched, economic interests. Many people will be af-

fected importantly in economic ways by changes in

policy. And we will need to be very careful in our anal-

ysis to be as objective as possible. We as scientists must

represent a neutral competence in the design of that

policy. And that will be hard to do.

Another characteristic that I think is fairly impor-

tant is the absence of a political organization. It is not

a total absence, but no strong and effective political

organization on nutrition policy exists. That has had

some implications:

First, it places and additional responsibility on the

public sector to open the policymaking process up and

reach out to people. Getting their involvement in it wiU

be always difficult to do. It is much easier when there

is an organization and a place in Washington one can

call.

Secondly, the participants in the policy process are

exposed to greater risks. While I don't anticipate our

returning to the days when the USDA's Bureau of Agri-

cultural Economics was under fire, some of the same

characteristics will be present. There will be a lack of

political isolation not unUke that experienced back in

those days.

And then another characteristic that I think is fairly

important is the diversity of viewpoints. I guess they are

diverse because the nutrition issue intersects so many
interests, so many disciphnes, so many institutions. But

there is extreme diversity of viewpoint, and I don't see

that as necessarily being a problem. In fact, it can make

things much more interesting.

But it does, I think, give reason for tolerance of that

diversity and, in fact, more than tolerance of it, an intel-

lectual curiosity about it. Being constructive will some-

times require, I think, lowering our voices an octave or

two. and making certain that intolerance does not frac-

ture the whole system and rule out any possibility for

political organization to strengthen.

CONCLUSIONS

Let me close with some thoughts on institutional

considerations. One of the difficult parts of trying to

represent what is happening to an Administration 9-10

months after it has begun, is that things are just begin-

ning to unfold, and one can't talk in very concrete terms.

I have to keep referring to things that are going to happen

and that is always straining. But I am going to have to

talk about the institutional considerations in that light.

We are headed into a real sorting out process with regard

to institutional roles and responsibilities in the executive

branch. It is clear the President feels that organization

and the management of government is something he will

concentrate a lot of his effort and attention on.

There are jurisdictional disputes everywhere, and

nutrition policy is certainly not without its share of

them. I have thoughts along three lines here. One is that

I see a definite broadening of the role of the Department

of Agriculture in food and agricultural policymaking. It is

fairly clear to me that if it is going to be an effective insti-

tution in the future for deaUng internally v^dth conflict

and resolving it, USDA must broaden its interests and it

must give voice to a much broader range of concerns than

it has in the past.

Over the past 4 or 5 years the Department was being

perceived, at least by other major policymakers in Wash-

ington, as being an advocate of a rather narrow point

of view. That meant that a lot of decisions got made out-

side USDA, often at the White House. I think that will

change in the future. I think that the Department is going

to have to cover a much broader range of concerns. I be-

heve some important first steps are being taken. The

working group on food and agricultural pohcy that the

President established recently is the sort of interagency

mechanism (one with leadership responsibility in the

Department) that I think must work if we are to make
Government effective.

Secondly, with respect to ESCS it is hard for me to

be objective. Once you have been a part of an institutuon

such as that you never leave it all behind. But it seems to

me that ESCS is a very unique institution as a body of

social scientists in this town. It has a great opportunity

to help broaden Government's role in food and agricult-

tural policymaking. Not only can ESCS service USDA,
but I can see a certain advantage in its keeping some
distance between itself and the Department. Obviously,

to remain part of the Department, ESCS must be respon-

sive to the policymaking apparatus in USDA. Yet it can-

not take that as an excuse to buUd in isolation from

reality in addressing revelant questions. It makes some
sense for ESCS to have credibility as an institution, and

that might call for a little bit of distance.

Finally, what about the role of economics?! think

economics has a great deal to offer. I would agree that

it needs to be broader in coverage than before and

Howard Hjort is probably right that a lot of the models

being used leave something to be desired. But I am per-

suaded that economics has not been tapped to the extent

that it needs to be in addressing nutritional policy. Fur-

ther, a lot of the effects, the realization of nutritional

objectives, if we realize them, are going to occur through

a market system.

So, in conclusion, I believe that food and nutrition

policy is important, very important. If you are going to

be involved in it, brace yourself because it wall be interest-

ing. Finally, I think that, in the Department of Agricul-

ture, we have an institutional framework that can do

many of these things if it makes necessary adaptations to

those changing needs.
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HUMAN NUTRITION AND FOOD POLICY
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ABSTRACT

Producer and consumer interests are becoming more balanced in Department of Agriculture policy.

One approach is to develop a human nutrition policy, buUd a food policy from that, and use it as a

basis for making farm policy. Elements of the new food policy would include nutritional needs, the

Nation's role in meeting international needs for foods, domestic production and food prices, food

safety and quality, and domestic food aid programs. The challenge is to shape a policy that provides

healthful food at a reasonable price, with a reasonable return to the production/distribution sector.
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The growing concern over human nutrition that many
of us have been discussing is both domestic and interna-

tional. That concern is strongly reflected in the changing

attitudes of persons within the Department of Agriculture

and in statements being made by the Secretary of Agri-

culture.

In recent years, the Department of Agriculture has

been seen by the public as solely an advocate for produc-

ers. That public perception has never been quite right

but it was a strong public perception. Today, however,

I think the concerns of the Department for producer and

consumer are substantially more balanced. Secretary Berg-

land has made a number of speeches in which he has re-

peated the same theme, that this country needs to develop

a policy around human nutrition, build a food policy from

that, and use those policies as a framework around which
to build the Nation's farm policy. He usually follows by
saying, "the trouble, folks, is that we've been doing it

backwards all these years."

The goal of the policy sought by the Secretary would
be to make available an adequate supply of safe, nutri-

tious food at stable, reasonable prices while providing a

fair return on investment to farmers, processors, and

retailers, and decent wages to workers in the industry.

The new policy would also be designed to provide for

assistance to those at home and abroad who can't

afford the costs of a nutritious diet.

ELEMENTS OF A FOOD POLICY

For the 1977 Agricultural Outlook Conference and

for this seminar, I have tried to list what elements I think

would have to be included in that new food policy. First

of all, we have to determine what people's nutritional

needs are and what levels and types of production are

necessary to meet those needs. Second, the scope of this

Nation's role in meeting international needs for foods

and the means to meet those needs must be determined.

What portions will be met through trade? What portions

through assistance? How much additional domestic pro-

duction will be necessary. These decisions will all need

to be made. Third, our food and nutrition policymakers

must consider what measures are necessary to stimulate

and sustain adequate levels of production. Fourth,

policymakers must take into account the need to assure

that food is available at a reasonable price. Fifth, the

policy has to include the means to assure a safe and
high-quality supply of food. And sixth, programs must
be devised to assist those who cannot afford adequate

food at market prices.

*Carol Tucker Foreman is Assistant Secretary for

Food and Consumer Services, U.S. Department of Agricul-

ture.
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Now, obviously, in the development of any sort of

food and nutrition policy, the U.S. Congress will have a

major role. Today, I will limit my comments to what role

the executive branch might assume in developing such a

policy. I think that the U.S. Department of Agriculture

has to provide the leadership essential for developing a

food and nutrition policy. It wUl likely have an important

role in administering many of the programs that might

come out of such a policy.

NUTRITIONAL NEEDS

Let me go back to the first element outlined for a

food pohcy — that it be based on a detailed assessment

of what the nutritional needs of people are. To even begin

to develop a food policy, we have to know first what per-

sons in various age, sex, racial and ethnic groups, life-

styles, and geographic locations need nutritionally for

optimal growth and performance and for continued

well-being. Determining those needs obviously requires a

commitment to increase human nutrition research.

Although we have had a very small program of human
nutrition research in the United States since the 1870's,

we do not have adequate answers to some of the most

basic questions about human nutrition requirements. I

think the Department of Agriculture must play a lead role

in supporting this research through both its in-house and

extramural research programs. The National Institutes of

Health and the Food and Drug Administration must also

play important roles in research, especially in studies

related to the treatment of disease and toxicity problems.

THE INTERNATIONAL DIMENSION

The second element of a national food policy is the

part that the United States chooses to play in meeting

international food and nutrition needs. USDA must be a

major influence in determining what portion of this will

be done through trade, what portion through assistance,

and how much additional production is necessary.

AGRICULTURAL PRODUCTION

The third element of a basic food policy is to stimu-

late and sustain production adequate to meet domestic

and international nutrition needs and our country's trade

needs. In this area too, the Department of Agriculture

must lead the way. Government policies have long encour-

aged certain kinds of production and marketing and dis-

couraged other kinds — through support prices, through

various programs of research, and through the types of

regulation carried out. Government policies have never

benefited all producers equally. Federal Government
actions have always helped some areas of agriculture

at the expense of other areas. Support programs leading

to higher feed grain prices, for example, have traditionally

been somewhat of a burden upon livestock producers.

I think that shapers of a new food policy must reas-

sess which areas of agriculture are to be supported and

promoted. In the future, the basis of such decisions must

be to meet nutrition and trade needs, which may involve

a reorientation of production patterns. Any new policy

of production encouragement should be considered so

that, over the long run, it will cause less dislocation and

be less inequitable than policies of the past. In previous

years. Federal policies and the results of Federally funded

research have caused some economic dislocation of farm-

ers, or farmworkers, and of some processors and retaOers

and have usually done so without the Federal Government

providing any compensation for that dislocation. Future

policy obviously should seek to avoid those kinds of ineq-

uities.

REASONABLE PRICE

The fourth element of a new food policy must be to

assure the availability of food at reasonable prices. We
have always believed that full production was the answer

to reasonable prices, but full production at the farm level

obviously cannot now guarantee moderate retail price

levels. One of the most important elements in determining

those price levels is what happens to the food after it

leaves the farm. Marketing costs have risen so sharply that

now they comprise 60 percent of the total food bill.

Indeed, the Economics, Statistics, and Cooperatives Ser-

vice observes that the food price inflation of the seventies

has largely been attributable to marketing cost increases.

It is true that some of the marketing cost increase is a

result of uncontrollable factors such as the increase in

energy costs and the general inflationary trend. But if we
are to have reasonable levels of farm income and reason-

able prices for consumers, we will obviously have to devel-

op mechanisms to discourage unnecessary costs from

being buUt into the food system between the time the

food leaves the farmer and the time it reaches the consum-

er. The result may be a number of government programs,

it may be the abolition of some government programs.

A few steps along the way might include a reevaluation

of existing government and industy practices that encour-

age additional costs. One might be a reexamination of

those government regulations that add unnecessarily to

food costs — certain transportation regulations are one

area that comes to mind very quickly.

Other areas that may lead to inflated costs of food

are inadequate competition, excessive advertising, and

excessive packaging. Inadequate competition is particular-

ly troublesome. Recent studies have indicated that econo-

mic concentration in food manufacturing and retailing is

increasing. Responsibility for those problems lies primar-

ily within the realm of the Federal Trade Commission and

the Anti-Trust Division of the Department of Justice. But

the Department of Agriculture can be involved in making

its great wealth of data on factors affecting food prices

readily available to those agencies in the carrying out of

their tasks. The Congress, too, can play a role by perhaps

reinstating or renewing the old Commission on Food Mar-

keting. Also, some of the data that we now base concen-
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tration and competition figure on, now 10 years old, can

be updated. As apparent price competition declines, ad-

vertising and packaging competition seems to increase.

Government policy should take note of these problems.

In trying to secure reasonable food prices, I think

there are two courses of action to resist. One is to cut

food costs by cutting farm income. The other is to permit

the use of questionable substances in food or to relax

health and safety regulations. There are few, if any, ac-

ceptable trade-offs of safety for savings. A cheap food

supply purchased at the expense of health protection was

not a bargain yesterday and it is not likely to be a bar-

gain in the future.

FOOD SAFETY

The assurance of a safe and high-quality food supply

is the fifth element for a food policy. Although food

safety is virtually unchallenged as an appropriate goal,

the means to achieving it have been in dispute for over 80

years. The Federal effort dates back to 1906 when the

original Food and Drug Act was passed. That Act was

passed mainly because of grave public concern over the

use of chemicals to preserve foods. The acceptability

of chemicals in food continues to be a hotly debated

issue.

There are a number of laws such as the Food and Drug

Act, the Meat Inspection Act, and the Poultry Products

Inspection Act, that are firm in their rejection of unsafe

chemicals. A food policy that has as its first concern the

nutritional well-being of the public cannot be less strict

than the current laws.

A food policy for the future must also include vigil-

ant enforcement of these laws. That may not be enough.

Government action to promote food safety may need to

enter new areas of concern. Current laws involve food ad-

ditives and manufacturing processes. Yet evidence now
suggests links between high consumption levels of sub-

stances such as salt and fat and such diseases as high

blood pressure and some types of cancer. Shapers of

food policy concerned vwth food safety should be able to

treat these problems as well. And perhaps in the future,

the Department of Agriculture wiU have to become as

concerned about the fat in a hot dog as we are today

about the nitrites.

The emerging issue of food quality also needs to be

considered. Public policymakers should address more

adequately such questions as the construction and com-

position of processed foods. Industry is engaged in a con-

stant effort to bring new technology to food processing,

and it has helped lower the cost of food in the market-

place and make food more available. But the results are

sometimes unexpected. We end up with ice cream that

is not like what mother used to make or tissue from

ground bone in hot dogs.

Although it is unUkely that pubUc policy wiU exclude

the results of new technology from the marketplace, I

think pohcymakers must find better ways to help assure

consumers that the quality, nutritional value, taste, and

appearance of new foods are as good as or better than

the previous products. I think we must also find better

ways to differentiate among products associated with

certain basic materials or processing methods and those

made in laboratories or with new ingredients or new
methods so that consumers can understand easily what
they are purchasing. The creation of the Food Safety and
Quality Service in the Department of Agriculture is our

first step toward addressing the issues of food safety and

the rising issue of food quality. It is only a first step, how-
ever.

FOOD DISTRIBUTION

Finally, food policymakers must consider people who
cannot purchase an adequate diet. USDA currently sup-

ports getting food to such individuals through a variety of

ways. The Food Stamp Program increases food consump-

tion by increasing income and limiting the increase to

food purchases. The School Breakfast, School Lunch,

and other child nutrition programs provide meals in an in-

stitutional setting. The Women, Infant, Children Supple-

mental Food Program, the WIC Program, provides pre-

scription food packages to vulnerable persons at nutri-

tional risk during the most critical phase of human growth

and development.

The President has proposed to eliminate the Food
Stamp Program in favor of a general cash assistance pro-

gram. His proposal assumes that there will be no appreci-

able loss of nutrition as a result, and some studies cur-

rently available support that assumption.

In the institutional feeding programs, such as school

lunch, the issue of food quality is becoming one of grow-

ing concern. In the past few years, some items of ques-

tionable nutritional value, such as fortified grain fruit

products and formulated milk products, have been allowed

into some of these programs. The Department has moved
to prevent their further use.

Plate waste in meals that fail to meet portion and nu-

trition requirements are additional problems of the insti-

tutional feeding programs. The Department of Agriculture

must upgrade these programs by placing a greater empha-

sis on serving healthy, appetizing diets in attractive set-

tings. These programs can be and should be learning lab-

oratories for good nutrition. They can teach by example

that food can be both nutritious and appetizing.

The WIC program has perhaps the greatest capacity to

use good nutrition to improve health and assist in break-

ing the cycle of poor childhood development that is often

associated wdth poor nutrition. It provides high-quality

protein, iron, calcium, and Vitamins A and C to pregnant

women, nursing mothers, and young children. Because

WIC operates through health programs, it integrates health

care, nutrition education, and food assistance. It has been

shown to result in substantially increased visits by parti-
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cipants to prenatal and neonatal health dinics as well as

increased consumption of nutritious foods during a criti-

cal growth stage.

THE CHALLENGE BEFORE US

The food policy I have described — and the questions

it raises — may make some people uncomfortable. Con-

sumers worry that changes in the food economy will hurt

them by creating higher prices. Farmers are already angry

because more of the returns from retail food sales do not

flow to them. They fear the Government intervention in

production in the name of health or nutrition will put

them in a more precarious economic situation. Proces-

sors and retailers already state that their profit margins

are too low and that more Government regulation wiU

cause their financial ruin.

The concern about prices and profits is reasonable.

But we cannot ignore our basic responsibilities to safe-

guard the nutrition and health of our citizens. The chal-

lenge before us, therefore, is to shape a new food policy

that provides healthful food at a reasonable price, with a

reasonable return to those who get food to our tables. It's

a big job. I think it is one of the most important tasks in

pubhc and private poUcy in our time, and it is not one

that I am prepared to suggest is impossible to achieve. Ob-

viously a variety of Government agencies must be in-

volved and a Department of Agriculture, or more appro-

priately, a Department of Food and Agriculture, must

lead the way in securing such a health policy.

There are many people who feel that the Department

of Agriculture is an inappropriate institution to work with

some of the problems that I've listed here, particularly

research on food assistance, safety, and quaUty. What is

inappropriate, I beUeve, is to assume that the Department

of Agriculture will always put the public interest behind

a producer interest. The time has come for a balance of

interests.

Any Secretary of Agriculture will act to carry out

the law he or she is sworn to administer. The current

Secretary of Agriculture, for example, is sworn to admin-

ister the Meat Inspection Act and the Poultry Products

Inspection Act, the Food Stamp Act, the WIC Act; and

he's doing so with great vigor and care. I presume that, in

most cases in the future, the Secretary of Agriculture,

whoever he or she may be, wall do the same. If you don't

assume this, you must assume that a democratic govern-

ment of checks and balances is impossible to achieve and

I'm not prepared to assume that.

It seems to me that it is important to legally require

the Secretary of Agriculture to protect the public interest

in such areas as food safety and quality and food assis-

tance programs. To remove those requirements will force

the Secretary of the Department into the narrow role

and narrow range of interests that is unacceptable to the

public at large. It will also guarantee to any future Pres-

ident a continuing conflict between the Secretary of Agri-

culture, who could be sworn in those circumstances only

to protect the producer interests, and all other of the Cab-

inet officials, to whom a protection of the public interest

is assigned. I think that such an arrangement would be un-

wise. The Department of Food and Agriculture that I've

tried to outline today — one having responsibility for a

broad-based food pohcy — would have a much more rea-

sonable and important role in the governing of the coun-

try.
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PERSPECTIVES

By Hm Hammonds*

My purpose is to spark some thoughts for discussion.

I will not summarize what has already been said. I will try

to share some of the things that we have been wrestling

with in the food retaihng community that I see as running

through all the issues that we have just heard presented.

It is important, from my point of view, that you have

a sense of purpose about what you are doing when you
reassess food and nutritional poHcy. It occurs to me that

here is a real opportunity that cannot be missed. There

are a few times in a Hfetime or in anyone's career when
one has an opportunity to make a real change in program

thrust. I believe such an opportunity exists now — in nu-

tritional education and nutritional programs.

The time is right because customers in the United

States are ready for it. The Congress is ready for it. The

industry is ready for it. We do a lot of consumer survey

work in our business as food retailers and we have been

stuck recently at how the attitude toward nutrition and

information on it is shifting in this country. Lifestyle is

shifting, family orientation is shifting, the concept of

meals is shifting, and the attitude toward nutrition infor-

mation is shifting.

Howard Hjort touched on some changes in the system

and the changes in Congress. I would Hke to add to that

with changes in the industry. Food retailers went through

a tough time when they introduced scanning in the Uni-

versal Product Code. They found out that consumers

need to be considered in all phases of the decisiormiak-

ing process. They have learned that lesson. They are now
looking toward nutrition as a new way to bring the in-

dustry and the consumers together on a major issue. The
Government can have a key role in that. Nutrition is an

issue that would win widespread support, not only among
the groups that have been discussed here, but among the

industry groups as well. I think the food manufacturers

can be included, although I speak primarily from the

food retailers' point of view. From that point of view,

the policy has always been to provide a broad selection of

food products, without a judgement as to their nutrition-

al worth, and to let the customer make a choice. Along
with providing product variety, we need to provide

enough information for the customer to make a basic,

informed choice.

The industry sees nutritional education as a primary

role for it in the policymaking process. Some downside

risk exists when one starts along this path. If, in fact, it is

a major new opportunity, to reorient the thrust of pro-

grams in the Congress and in the Government as well as

in the industry, we need to do the job right. We have

heard a lot of discussion about the need for further re-

search to define what we need to do. The food retail-

ing industry would agree with that. But we would also

caution that the time for action grows short. We believe

that some action needs to be taken in the short run. Do
not let the pubhc wait too long for this policy reassess-

ment process.

Let me mention some things I feel are a downside

risk in this area. One thing we wrestle with from an indus-

try point of view as we push toward more and more infor-

mation, and particularly information available on labels,

is the fact there is now no complete national nutrient

data bank to draw on in the United States. Don't push the

industry too fast in providing additional information on

labels without taking a good hard look at what source of

information it would draw on to produce that informa-

tion. One also needs to be very careful about the policies

developed pertaining to foods that are felt not to be of

significant nutritional value. The common label is "junk

foods." That is an area popular to jump on early, but

there is a tremendous downside risk. The first thing that

you may do is touch off a vitamin fortification race. Vita-

min fortification is very easily done and it is one area that

one needs to be extremely careful of. The other thing to

be careful of is whether one can, or should even try, to

dictate what people consume. From the industry's point

of view, our answer to that is no. We need to preserve the

basic freedom of choice in this country. If we are to do

that, the educational programs that the industry is mov-

ing toward become a very important part of the poUcy

process. I hope that as food poUcymakers and researchers

wrestle with the policy implications for programs they

also wrestle with the policy implications of nutritional

*Tim Hammonds is Sr. Vice President with the Food
Marketing Institute.
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education for the- average consumer. Carol Foreman

mentioned the Food Marketing Commission. Normally

I would spend a little time talking about that, but I was

so happy to hear her talk about the cost side of it as well

that I am not going to mention that.

Let me close by saying that another area to be careful

of is that aU these poUcy solutions have tradeoffs. Every

paper at this seminar touched on that to some extent. The

These are complex issues and one must be careful that

apparently naive solutions are not presented. One area that

that involves a complex tradeoff is that of fruits and vege-

tables. One of the program thrusts that we have heard so

much about recently, especially in the School Lunch Pro-

gram, is the move toward use of fresh fruits and vegeta-

bles. Retailers sell both fresh and processed, so we do

not have an axe to grind in this. We do, however, have

some concern about the kind of message that use of fresh

produce gives to the customer. If fresh fruits and vegeta-

bles are to be a major part of a poHcy, one must be aware

that we are then at the mercy of the home preparation

process, unless we encourage their consumption un-

cooked. I would submit from our work with consumers

and our work with the Federal Energy Administration on
energy losses in food processing, that home food proces-

sing is one of the weakest areas in our link from seed to

table, one that certainly deserves close attention. Fresh

fruits and vegetables are nutritional but, in some circum-

stances, processed foods can be equally nutritional and

can be prepared at a reasonable cost. Their use certainly

fits in with the School Lunch Program moves in some

areas of the country to end food preparation in the

school.
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PERSPECTIVES

By Ellen Haas*

As I listened to the speeches, I heard many good

things, many good issues raised. I heard that nutrition is

important, that the food system should be treated as an

entity, that it is very complex, that USDA has to broaden

its constituency. I heard how necessary the various com-

ponents of a food policy are and that the problems exist,

not only domestically but internationally as well. But the

discussion does not make me aU that happy. I did not

hear very much that was beyond the rhetoric. Maybe that

is where you have to begin, but I was hopeful that per-

haps we had come a bit farther than that. I was hopeful

that we were going to come closer to a discussion of

just how we're going to implement a food policy.

It has been over 9 months that this Administration

has been here with the high hopes that we are going to

have a national food poUcy. No one has to be sold any

longer on the idea that nutrition is important. What we
do have to know is how we are going to begin. I heard

earlier that we are still some distance away from getting

those objectives for nutrition poHcy. That worries me.

What have we been doing if we have not been trying to

look at formulating those objectives?! think we have got

to make the commitment that there has been enough

rhetoric. Then it will be possible to develop standards on
which to base poHcy.

Let us evaluate what was presented at this seminar.

Why didn't anyone talk about the McGovern dietary goals

report?Why didn't we have some evaluation beyond just

a mention of the world food and nutrition study by the

National Academy of Science? A good body of hterature

has been written in just the last 3 years that can be evalu-

ated to begin implementation of that kind of pohcy.

I was an historian back in the old days — taught his-

tory — and recaU doing many papers on Brandeis. He said

that "justice delayed is justice denied." I see a parallel in

the nutrition field, that nutrition delayed is health denied,

the more we talk about a national food policy as if it

were something in the far distance, the more we contri-

bute to increased health care costs. I think that it has

been estimated that something like $30 biUion of our

health care costs can be attributed to nutrition. So I

would Hke to hear more about standards and more about

what we can begin to do immediately. Let us define those

operational-specific objectives that were talked about.

It is way past time.

One other issue that really disturbed me (and I

thought I was not going to be so serious today) was the

public input process. There was a lot of talk about how
we develop, or let us say, how the process can be opened

up. I personaUy feel that how we develop our food pol-

icy is equally as important as the food policy itself. And
outside some isolated instances like this forum, there has

not been an organized systematic approach to encourage

public participation in such policy areas and in pohcy

decisionmaking. Without that, wdthout the emphasis on

the process of providing input, we will have a situation

where the emotions are expressed, first on one side and

then the other side. If there was a process within the De-

partment, in the policymaking process, for informed com-

ments from aU those who are a part of the food system, I

think that this emotionaUsm would die down and we
would begin to have constructive input. Any policy is

then going to reflect that input.

Another thing we wUl continue to have without

that kind of input is the laundry list of headlines. Prob-

ably the issues in the headlines wUl not go away, because

that is Ufe too; that is reality. You're probably always

going to have those issues but the participants wlU all be

better informed. Further, if there is an institutional pro-

cess, if there is the implementation of a national food

pohcy, we wiU get away from this episodic approach to

resolving these issues. I think Howard Hjort is right when
he says that the analysis has been episodic, the analysis

has been fragmented. We need to have a total approach

to the whole problem — a systematic approach to the

nutrition issue. Nutrition should be the foundation for

our farm and food and agriculture policy. We have been

going to it backwards. It is about time we begin to plan

in a concrete fashion, with a listing of just how we are

going to get at it.

*Ellen Haas is President of the Consumer Federation

of America and Director of the Community Nutrition

Institute's Consumer Division,
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PUBLIC ASSISTANCE PROGRAMS AND FOOD PURCHASING

By Richard P. Nathan*

ABSTRACT

Drawing on experience with the Family Assistance Plan (FAP), proposed in the sixties but never

adopted, the author evaluates the current welfare programs. Several goals of the FAP have been met

by targeted legislation since 1969. The Food Stamp Program is described as important in providing

assistance to the working poor and helping to reduce the regional inequities in public assistance. The

author advocates using an incremental approach to welfare reform.

KEYWORDS: Welfare reform, Food Stamp Program, food aid, Family Assistance Plan.

INTRODUCTION

The role of "in-kind" transfer programs in the con-

text of welfare reform represents an important current

concern. In this article, it is argued that an incremental

approach to welfare is preferable, and proposals to change

the entire system on a comprehensive basis are not.

My experience on these issues, particularly in gov-

ernment, comes from working on the Family Assistance

Plan (FAP), a program developed in 1969 but not adopt-

ed by the Congress.

The welfare situation is a popular topic, sort of a

Mt. Everest of domestic policy. Every 4 years policy-

makers in Washington try to climb that mountain; State

governors behave much the same way. I have asked my-
self the question; what should we do next on welfare pol-

icy? In this perspective, I begin with a review of what the

Family Assistance Plan was all about and then consider

welfare policy issues as they relate to the Food Stamp
Program.

GOALS OF THE FAMILY ASSISTANCE PLAN

The Family Assistance Plan had four important goals.

One goal was to provide assistance for the working poor.

There was a need to develop policies for intact families

with two parents, who were not covered in most States

under welfare programs. The second objective of the Fam-
ily Assistance Plan was to set a national minimum to

raise welfare benefits in the low benefit States, relative to

what they are in higher benefit States. A third objective

was to provide a means for helping the aged, blind, and
disabled. A fourth goal, as is always the case for welfare

policy, was to strengthen the programs to help welfare

family heads find and keep jobs.

Those of you who have long memories and an inter-

est in social policy may not think of it this way. I be-

Ueve that all four of those policy objectives of the Family

Assistance Plan have in fact been achieved by changes in

the law since 1969. In 1972, legislation was passed that

*The author is a senior fellow with the Brookings
Institution.
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set up a program for the aged, blind, and disabled (the

SSI Program). This program is administered by the So-

cial Security Administration. Many people in OASDI
(the Social Security Program) are also in SSI. In fact, 75

to 80 percent of the people receiving benefits under the

old pubUc assistance aid for the aged also received Social

Security benefits. There were good reasons to link this

aid for the aged program with the Social Security Pro-

gram. That is what has been done. It has taken about 3

harrowing years to "debug" SSI; now it works reasonably

well.

Goal number two involved the employment features

of family assistance; work requirement, jobs program, and

day care. The work requirement in the Family Assistance

Plan was introduced in an amendment offered by Sen-

ator Talmadge. Work requirements have been very pop-

ular. Jobs programs, as you know, are greatly expanded;

thus, the job-related goals of the Family Assistance Plan

are being achieved through other programs. As for the

work requirement part of the goal, the proposition that a

welfare family should work is embedded in every law that

provides Federal assistance to working-age people.

INCOME SECURITY AND THE FOOD
STAMP PROGRAM

The other two objectives are the most important to

food policymakers and researchers — aid for the work-

ing poor and national welfare benefits. These are, in fact,

the benefits that the Food Stamp Program has provided.

When we consider the Food Stamp Program (FSP) in re-

lation to income security policy, we see that its significant

contribution has been to enable the attainment of these

other two goals. The FSP does important things in an

acceptable way and helps millions of people. Particularly,

it helps them relatively more during recession periods;

that, to me, defines a good program in the income secur-

ity field.

Since the Food Stamp Program is national, people

with low incomes and large families can receive income

supplementation. The program has a strong work incent-

ive because it has a low reduction rate, 30 percent on the

average, 30 on the margin, however you want to count.*

That is lower than Milton Friedman said we should have

for a negative income tax. The Food Stamp Program has

a good work incentive effect. Today, a family of 4 can re-

ceive as much as $2,000 a year in supplemental income.

The benefits may be lower — depending on their income—
but it is integrated with their income in a way that pre-

serves work incentives. The FSP aids a group of people

which, when people were designing the Family Assistance

Plan, were not covered by welfare programs. Yet the

* Benefits are equal to the cost of the Thrifty Food
Plan reduced by an amount equal to 30 percent of the

household's income.

irony is today, though everyone thinks that FAP failed

(and in many respects it did), the Food Stamp Program

provides aid to the working poor at a higher level than

even the most liberal version of the Family Assistance

Plan authored by Senator Ribicoff.

In somewhat inexorable, curious ways, American

social policy meets needs. It may not always do what an-

alysts and Brookings economists think is beautiful and

neat, but it is important to people who need this support

to supplement their incomes and their diets.

The last objective of welfare policy, in 1969 and

since then, has been a national minimum benefit payment.

And, in fact, the Food Stamp Program serves this purpose

also, in a very important way. In the States with low Aid

to Families with Dependent Children (AFDC) benefits,

food stamp benefits are lower. Thus, there is an equaliz-

ing effect in the lower income States. AFDC plus food

stamps, plus Medicaid makes a package of income trans-

fer programs that comes a lot closer to meeting the needs

of the poor — particularly taking into account lower

wages and living standards in some areas. Disparities in

incomes are greatly reduced by this universal package of

programs, which lays benefits over the top of any kind

of income, be it welfare or work income.

The Food Stamp Program is, thus, a very important

welfare program. I believe its adoption is the single most

important change in welfare policy in the United States

since the enactment of the Social Security Act in 1935.

The FSP has filled in gaps; it has added important groups

to coverage. While it may not be the dream of analysts

and economists who specialize in welfare policy, they

need to look very hard at its role. There is a growing rec-

ognition of the way in which the Food Stamp Program is

related to other welfare programs and, generally, to in-

come support policy issues.

ELIMINATION OF THE PURCHASE
REQUIREMENT

The next significant fact, part of the picture in 1977,

is what will happen when the purchase requirement is

eliminated (EPR). This, of course, is a dramatic change,

one that, in effect, moves the Food Stamp Program more

in the direction of being a "mini-negative income tax

with funny money." It is very flexible now; and when
the new regulations go in, it wiU be even one step closer to

an integration of this program with other welfare poli-

cies in the Nation.

I have testified, as have many people, on the signif-

icance of this step. One of the people I testified before

when this issue was pending is now the Secretary of

Agriculture. He deserves much credit for bringing about

this change in policy, as does the Administration and

Mr. Foley, the Chairman of the House Agriculture Com-
mittee. Nationally, we are now moving to integrate these

programs better, and are doing what I think we should

26



do in treating welfare policy issues generally. We are

making incremental changes to this huge welfare system

rather than trying to reform it all at once. I don't think

the comprehensive reform approach is going anywhere;

it presents lots of problems.

I believe, at least in this Congress, that food stamps

should not be cashed out. One reason is because EPR
does not go into effect until next year. Many theoretic-

ians of social policy tend to forget how difficult it is to

do things in a political setting. Perhaps in the next Con-

gress, the sensible thing to do will be cash out food

stamps. We should, however, wait until the system ab-

sorbs the important new regulations that are now being

issued and will soon go into effect.

CURRENT WELFARE POLICY

Let me swatch now to the wide screen of welfare pol-

icy in the Congress in 1977, and describe what I see as the

choices for the Congress and how the Food Stamp Pro-

gram fits into current issues. At the beginning of 1977

there were basically three choices for welfare policy. The

first choice was the so-called negative income tax ap-

proach. The basic idea here is that welfare is in such a

state that what is needed is to dismantle all the existing

programs, and in their place put a single well-designed,

new supersystem for welfare pohcy; a negative income tax

or an ISP (Income Support Program). In many respects,

the Administration's "Better Jobs and Income Program"

welfare reform plan has important features encompassing

this approach.

My favorite philosopher, and I appreciate him more

the longer I live in Washington, is H.L. Mencken. He once

said "For every human problem there is a solution which

is simple, neat and wrong." The negative income tax, at

least today (now that the Food Stamp Program has grown

and become universal) is really not what we ought to use.

The second approach is the incremental approach. My
experience in Government, has convinced me that we
should build on the programs we have. We should take

the next steps and not attempt to reform the whole sys-

tem all at once, that is what incrementalism is all about.

The third option which was discussed at the begin-

ning of 1977, is what most people call the "triple track

approach." Triple track was backed early in 1 977 by the

AFl^CIO, whose support one would expect to make it a

winner in the welfare field, but it did not move very well.

The concept of "triple track" is that people who can

work are eligible for a work program, and people who
cannot work are put in one of two welfare programs.

The AFDC group is representative of those who would be

in the second track. The SSI group is the third. There are

different ways of defining it, but basically the approach

means one track for people who can work and two for

people who cannot.

Now go back and think about the three approaches

available at the beginning of 1977. If I were writing a

history of welfare policy for that year, I would suggest

as an interpretation that the welfare planners in the Ad-

ministration went to the President with these three

choices. What 1 think happened was that someone in

the White House, very likely the President, said "I'll

take one of each but don't spend any more money."

You remember the first statement of the 12 principles of

welfare reform; that's how it reads. It is a little bit of

each of these three approaches, and point number one is

"no more money." Once they got off on that basis, the

policy planners for welfare in the Administration never

really recovered. They had too many things going on; and

the notion that you can reform welfare without money

is an idea not worth spending a lot of time on in Washing-

ton. From there, they went through many planning steps

and developed a complex, 163-page bill which, in my
opinion, has floundered because it lacks a strong identity.

WELFARE REFORM - THE INCREMENTAL
APPROACH

I would like now to present reasons why I favor the

so-called incremental approach. This is not just an aca-

demic debate. It is a serious debate with important con-

sequences. There are five reasons I believe an incremental

approach and not comprehensive reform is the right way

to make welfare policy. The first relates to how tremen-

dously welfare programs have grown in the last 10 years.

From 1967 to 1977, there has been what can only be

characterized as tremendous growth in programs that

assist needy people. Look at the statistics: 1967 AFDC,
$2 billion - 10 years later $10 billion; Medicaid in 1967,

$1.9. billion - currently $17.2 billion. Food stamps, in

1967 just a gleam in somebody's eye ($100 million), is

now a $5 billion-plus program covering 1 5 to 20 million

people, depending on the business cycle and general eco-

nomic conditions. Housing subsidies went from $300

million to $2.5 billion in 1977. The SSI program men-

tioned earlier did not exist in 1967; it now costs nearly

$7 billion.

We are meeting needs; in fact, to such an extent that

if one looks at the poverty gap, and then one corrects for

the fact that Census data do not include in-kind benefits

(food stamps or medicaid), the sum of all of the income

support programs for poor people, including the in-kind

programs, is 161 percent of the so-called poverty gap. Of
course not all that money goes to people in poverty. It

also goes to some people above the poverty line to pro-

vide incentives to earn income beyond the poverty level.

But the plain fact of the matter is growth, tremendous

growth in programs that fit together much better than

most people realize. The problem today is different from

what it was in 1969. The gaps and deficiencies of welfare

policy are smaller today; our approach to welfare reform

should recognize that.

Why incrementalism? The second reason is somewhat
phUisophical. We live in a society in which different peo-
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pie have different ideas about the goals of social pro-

grams. Many people apparently think we should treat

the aged poor one way, the retired people who paid into

social security one way, the unemployed another way,

the working-age poor another way, children still another.

We have many different values about how to meet the

needs of many different groups. Is it very surprising there-

fore that we have a number of different programs?! do

not think so. If we look at other industrial nations, we
find that none of them, not a single industrial democ-

racy, has a negative income tax. All of them have differ-

ent programs to meet different needs.

The third problem of holistic welfare policy (and the

reason for the incremental approach) relates to the con-

undrum of welfare policy. The negative income tax has

been advocated by Milton Friedman on the conservative

side, James Tobin and others on the liberal side. It thus

has an identity crisis. Milton Friedman says we need a

program with a low tax rate, less than 50 percent. Now
those who know about welfare policy know that if there

is a benefit rate at the poverty line and a reduction in

marginal benefits of 50 percent for each dollar earned, the

breakeven point is at $15 or $16,000 for a family of four.

Large numbers of people are eligible, and a program is

created which is tremendously expensive. In point of

fact, we must have two tracks. We need one program for

people who can't work which has a near-adequate bene-

fit and a high reduction rate — AFDC. And we need

another program which has a lower reduction rate and a

lower benefit and supplements other income — the Food
Stamp Program. Mathematically one cannot solve the pro-

blem without $30 billion unless it is handled that way.

The fourth reason for an incremental approach is

that; in my opinion, the welfare "mess" has been over-

stated. If we look over the last 3 years at the progress that

has been made in introducing automation systems (HEW
gets credit for this — much approved quality control pro-

cedures for AFDC), the error rates in AFDC have been

cut in half. The welfare problem tends to be overrated;

the real problem is Medicaid. We should be looking at fun-

damental reforms in health policy instead of spending so

much time on welfare reform.

Finally, the politics of welfare reform are not prop-

itious. Groups want welfare reform for different reasons.

Some people want welfare reform to get the "chiselers

and the cheats" off the rolls. Some people want welfare

reform to help more people, to give more benefits — a

liberal position. Some want it as a way of bringing in

additional groups, as a way of providing fiscal relief to

State and local governments. Ask somebody who wants

welfare reform, he's got a different reason for it than the

person next to him who may also want it.

Some recent statistics from the New York Times-CBS

poll show a great ambivalence on welfare issues. People

were asked if they thought welfare programs were need-

ed or if, instead, recipients could make it on their own
without such help. Sixty percent said welfare programs

weren't needed, that people could make it on their own.

When asked instead whether they approved of helping

children and poor families, 80 percent said yes. Did

they believe in Medicaid? Even there a very high percent-

age of people said yes. There is much confusion in the

heads of individual people on this emotional issue. So

when one talks about welfare reform as if there were one

notion, that is an incorrect conception of the politics of

welfare policy.

CONCLUDING REMARKS

Mr Foley, Chairman of the House Agriculture Com-
mittee, asked recently at a hearing if I thought it would
be desirable to cash out the Food Stamp Program now
as the new regulations to eliminate the purchase require-

ment are going into effect. He said, "Assuming that the

implementation of the elimination of the purchase require-

ment goes smoothly, how would you feel about a gen-

eral cash-out, a cash-out incrementally of SSI and public

assistance caseloads and then to the working poor?" I did

not answer his question — he did. Mr. Foley's implica-

tion by his question, is that perhaps we could incremen-

tally cash out food stamps for SSI this year. That makes

sense. In addition, perhaps we should put a national min-

imum on AFDC, make a series of changes to establish na-

tional eligibility standards for AFDC, and integrate the

standards for AFDC and Food Stamps to the fullest ex-

tent possible. Then, as Mr. Foley's question suggests, per-

haps in the next Congress (1980-81), food stamps could

be cashed out for AFDC — put them in with the AFDC
benefit — and maybe food stamps could also be cashed

out for the working poor and a cash income supplement

for this group could be provided.

I would like to end with a story — it expresses fairly

well my final point. When I was working on the Family

Assistance Plan, my daughter was 5 years old. I used to go

away a lot. One of the members of my task force was in

New York so I went there and got home late one night.

The next morning, my daughter said, "Where were you,

Daddy?" Wanting to speak to her in a way that she could

understand, not realizing how profound her notions of

this would be, I said, "I went up to New York, to talk to

a man about how to help poor people." She said, "Oh,

that's easy Daddy, just give them money." And, indeed,

that really is the issue with food stamps. We are moving

in that direction.

It seems to me that in a sensible, systematic, thought-

ful way, ultimately we should cash out food stamps. But

I do not think we should go the full way faster than we
can digest the change, and faster than change can really be

understood. We have made tremendous progress building

these programs, changing them to make them better, to

avoid problems, to improve their administration.

I am not for a moment suggesting that through good

analysis and the important contributions of people such

as those attending these seminars, we cannot get a better

understanding of how these programs work. I believe we
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can. But I think we must recognize that in our political

system that is a very emotional issue. We have to think

about what we can do step by step. The record of change

with the incremental approach is quite good. There are

some things we should think about when considering food

stamps in regard to the welfare discussion now going on

between the incrementalism and comprehensive reform

positions. This is a debate that we will hear more about.

H.L. Mencken has to have the last word. He once said

(and this reminds me of the negative income tax), "Just

because a rose smells better than cabbage doesn't mean it

will make a better soup."
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POVERTY, FOOD SELECTION AND HUMAN NUTRITION

By Sylvia Lane*

ABSTRACT

The "poor" could obtain a nutritionally adequate diet for less than they spend on food, but the less

they spend, the less palatable, the starchier, and the more monotonous the diet. Their access to food

is limited because they have low incomes and pay higher prices than others for food under the

existing food delivery system. Generally lower educational levels and economic and nutritional

expertise further handicap those with low incomes in maximizing utility derived from their food

expenditures. Nonetheless, they appear to be relatively efficient in obtaining nutrients per dollar of

food expenditure. Nutrition education programs require extension and improvement if their

effectiveness in emending food choices is to increase.

KEYWORDS: Food selection, nutrition, poverty.

POVERTY, FOOD SELECTION,

AND NUTRITION

In our society, income provides access to food. It does

not directly determine tastes and preferences for food,

which are the major factors in food selection and hence

nutritional well-being. Tastes and preferences, being

learned, may be modified if access to food is broadened or

through education. Higher income, directly correlated

with higher levels of education, is associated with more

knowledge, including nutritional knowledge obtained

from many media, and from broader experience with

foods. AU these factors make for differing tastes and pre-

ferences in food (5, pp. 131-136, 149-150, and 293).>

In this article, the role of income in determining ac-

cess to food is examined. It involves consideration of (1)

the cost of a nutritionally adequate diet, and (2) the per-

centage of the population who can afford such a diet.

Other topics treated include: (3) the effect of income and

education on nutrition; (4) food selection among the poor

and identified influences upon these selections; (5) sources

of food for the poor; and (6) the effect of nutrition edu-

' Italicized numbers in parentheses refer to items in

References at the end of this article.

cation programs on food selection and nutritional well-

being of the poor.

COST OF AN ADEQUATE DIET

The Recommended Dietary Allowances (RDA's)

established by the Food and Nutrition Board of the Na-

tional Research Council-National Academy of Sciences

are the U.S. standards for the recommended daily intake

of various nutrients. RDA's were devised as estimates to

"serve as a goal for good nutrition" in the sense that "an

individual consuming a diet that provides the RDA's for

all (the hsted) nutrients would be unlikely to suffer nutri-

tional inadequacy" (8, pp. 3 and 13).

FIVE TYPES OF ADEQUATE DIETS

Professor Jerry Foytik recently estimated expendi-

tures for food for two couples on a palatable, but not

necessarily enjoyable, diet. It provided at least minimum
requirements of calories, protein, calcium, iron, Vitamins

*The author is professor of agricultural economics and

agricultural economist in the Experiment Station and with

the Giannini Foundation, University of California, Davis.
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A and C, thiamine, riboflavin, and niacin. Diets meeting

these requirements will normally meet the requirements

for the other nine nutrients (Vitamin D, Vitamin E,

folacin, Vitamin B6, Vitamin B12, phosphorus, iodine,

magnesium, and zinc) specified in the RDA's (21 , pp.

91-109).^

At prices prevailing in northern CaHfornia in 1972-73,

food expenditures w^ere $34.20 per month for the younger

couple (the v^dfe was pregnant), and $28.60 for the older

couple (9, p. 6). EHminating all palatabihty requirements

reduced monthly food expenditures to $18.30 for the

younger couple and $15.20 for the older couple (9, p. 9)

at 1972-73 prices, close to half the estimated level for the

more palatable diet. This latter diet contained few con-

venience foods and necessitated home baking.

The cost of the first set of palatable diets using Jan-

uary 1975 prices was estimated at $47.88 for the younger

couple and $40.44 for the older couple (41, p. 40). These

figures may be compared with the estimated cost of the

U.S. Department of Agriculture's low-cost family food

plan in January 1975 of $132.66 for the younger couple

and $107.00 for the older couple (36, p. 22).

The discrepancy between the Foytik and USDA esti-

mates is primarily accounted by the differences in the

foods included. The USDA low-cost, moderate-cost, and

liberal-cost food plans all provide well-balanced, home-

prepared nutritionally adequate meals for families of va-

rious compositions, sizes, and ages. They were most

recently revised in 1974 to reflect food consumption pat-

terns typical for most groups of persons in the United

States. (2^, pp. 3-11).

The USDA lowest-cost food plan, the Thrifty Food

Plan, promulgated in 1976, reflects the observed food con-

sumption patterns of low-income households, but is modi-

fied to provide the RDA's plus 5 percent or more for

food energy, and 8 nutrients. Low-income household food

consumption patterns, according to the 1965-66 survey of

household food consumption, included less than recom-

mended allowances for calcium for 4 of the 18 sex-age

categories used in USDA estimates; iron for 5 categories;

Vitamin B6 for four, and magnesium for the 13 sex-age

categories used for those 12 years or older (23).

The main difference between the Thrifty Plan and the

other USDA plans is that the former includes less meat,

poultry, fish, and eggs and more dry beans, dry peas, and

grain products. For three of the age -sex categories in the

Thrifty Food Plan the fat levd is also greater than the

upper limit for the other USDA food plans (23, p. 21).

The seven nutrients Pennington found to be most
highly correlated with others needed for adequate human
nutrition were Vitamin B6, magnesium, pantothenic acid,

Vitamin A, folacin, iron and calcium. A diet including

suggested daily intakes of food containing these nutrients

and following a set of guidelines formulated by Penning-

ton will have the maximum likelihood of meeting require-

ments for 45 nutrients now recognized as essential (20).

The widely varying costs for various levels of nutritious

diets were recognized as long ago as 1933 in a USDA
study (35).

Households, in which means are available, typically

spend more on food than is required to provide a nutri-

tionally adequate diet. The average family in the United

States spent $30.32 a week for all food or $ 1 34.07 a

month, in 1972-73 (latest year for which comprehensive

data are available) (/ 7); about four times the amount of

the Foytik estimates.

PERCENTAGE OF THE POPULATION THAT CAN
AFFORD AN ADEQUATE DIET

USDA estimates of costs for one month for the

Thrifty, Low-Cost, Moderate-Cost, and Liberal food plans

for a family of four were $164.80, $213.50, $268.00, and

$322.50, respectively in March 1976 (37, p. 26). The

family included two adults and two children, one aged 6-8

years and one aged 9-1 1 years.

For the Bureau of Labor Statistics' standard family (a

husband and wife, a girl of 8 and a boy of 13), costs were

estimated at $250.25 (lower), $321.58 (intermediate), and

$404.67 (higher). In the autumn of 1976, food was 30

percent of the lower budget, 24.0 percent of the inter-

mediate budget, and 20.4 percent of the higher budget

(45, pp. 2 and 7). According to the remainder of the

budget like that specified by the Bureau of Labor Stat-

istics for the standard family, this family needed approxi-

mately $10,041 a year in budgeted income to afford the

components of the USDA low-cost food plan; $16,236 for

the moderate-cost plan; and $23,759 for the liberal plan.

Approximately 70 percent of the families in the United

States in 1976 could afford the low-cost plan; 45 could

afford the moderate-cost plan; and 21 , the hberal plan

(42, p. 2). Estimates have been made of food plans that

families of different sizes and incomes could "usually af-

ford" in the winter of 1976 (22). But not being able to

afford the plans does not necessarily mean families were

undernournished or malnourished.

EFFECT OF INCOME AND EDUCATION
ON NUTRITION

Of all low-income households in the United States,

50.3 percent had "good" diets in 1965-1966, according to

the USDA Survey of Household Food Consumption in

that year. "Good" was defined as meeting the Recom-

mended Daily Allowance specified in 1963 for seven

nutrients in 1965-66 (39, p. 1). This percentage was down
10 percent from that in 1955 (18, p. 3). (There are no

studies to be found on whether diets of the poor have

deteriorated more than those of higher income groups.)

Of diets analyzed in 1965, 21 percent were poor in that

they provided less than two-thirds of the allowances for

one or more of the seven nutrients, up 5 percent from the

1955 level. Dietary adequacy, measured by the percentage
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of diets meeting the allowances for all seven nutrients, was

related to family income. At successively higher levels of

income, a greater percentage of households had diets that

met the allowances (18, p. 3). Of the persons sampled in

! 1965 with incomes under $3,000, 36 percent had poor

diets, while 9 percent of those with incomes $10,000 and

over had poor diets (39). According to the 1965 survey,

and the findings of the first Health and Nutrition Exami-

nation Survey, calcium, Vitamin A value and ascorbic

acid (Vitamin C) are particularly likely to be below rec-

ommended allowances for low-income people (14, p. 16;

43, p. 28). The 1955 USDA survey revealed that percent-

! ages of those with inadequate diets rose markedly as in-

comes fell from $3,000 to $1 ,000 or less (38, p. 33). Of
farm families in the South with incomes under $1 ,000,

71 percent had poor diets (38, p. 35). The NCR-90 re-

gional project data (25) showed families with lower in-

comes, which in many cases cannotes unstable incomes,

frequently ran out of food. Such instabihty is apparently

an important link between income and nutrition. The

"food problem" of the families in the study may have in

part been due to occasional feasts, an offset to what may

f
be a drab existence (10, p. 104).

To quote from the Highlights of the Ten-State Nutri-

tion Survey, ".
. . income is a major determinant of nutri-

tional status (but) other factors such as social, cultural,

and geographic differences also have an effect on the level

of nutrition" (44, p. 9).

Education is one of the identified factors. From anal-

: yses of the 1955 household Food Consumption Survey

data, Meyers concluded:

The more educated homemaker spent more
on the average for food per person in her

household. She tended to pay about the same
or a little more per pound for each of the

major food groups than the less educated

homemaker. She included more milk and
fruits and vegetables and less flour and cere-

als and dried beans and peas. The better edu-

cated homemaker more often fed her family

well, but many homemakers with college

training, especially those from low-income
city households, still did not plan diets that

met standards recommended by the National

Research Council.

From special analyses of the effects of income and
education for which the 1965 Household Food Consump-
tion Survey data was used, Meyers concluded:

Regardless of the amount of money spent

per person for food, among households with

less education, there were larger propor-

tions with poor diets. Among households

earning under $3,000 the percent of poor
diets increased as education decreased. The
same was true for upper income households

(18, pp. 4 and 5).

FOOD SELECTION AMONG THE POOR AND
INFLUENCES UPON THESE SELECTIONS

The food purchasing agent for low-income households,

like the purchasing agents for almost all other households,

faces a budget constraint. For the "poor" household's

purchasing agent, it may be stringent. Hammett and Van de

Mark, reporting their study of food choice, wrote, "The
decision to accept or reject individual products was made
after the customer weighed attributes in meeting needs,

income and tastes, nutritional knowledge, marketing tech-

niques, pantry inventory, meal patterns, and competition

of other goods and services" (13, p. 45).^ James T. Parker

of the Division of Adult Education of the U.S. Office of

Education reported at the 1976 Agricultural Outlook Con-

ference that he had found consumer economic expertise

and nutrition knowledge directly related to income (33,

p. 63).

The "poor" household has the greatest need for care-

ful shopping practices and valid information about prod-

ucts, marketing practices, grades and labeling, and nutri-

tional values of foods, if its members are to maximize

nutritional well-being or other aspects of utility related to

food from their hmited purchasing power. But the avail-

able evidence indicates low-income homemakers have

lower "shopping practice scores" (comparison shopping,

buying foods when on sale, analyzing price per unit) in

many instances and use fewer "shopping aids."

Van de Mark and Hammet found "Shopping practice

scores . . . showed relationships to income level. With

greater income, adaptive scores increased . . . higher in-

come, larger families were making more use of shopping

aids (shopping Hsts and articles about food)" (47, p. 31).

"Homemakers with low adaptive scores would seldom

use a shopping list, buy foods on sale, shop for less ex-

pensive items, compare package size and price or read

articles about food" (47, p. 9). Food and Drug Admin-
istration analysts also found poor shopping practices (not

making a shopping hst, reading for specials, checking lists

of ingredients, using unit pricing, looking for open dates

and using nutrition labels) to be associated with lower

socioeconomic status (46). Hammett and Van de Mark
stated: "The more highly educated women in families

with greater annual or per capita incomes were more
likely to use food advertisements, to try new products . .

."

(13, p. 13).

Marketing knowledge scores in the Hammet-Van de

Mark study were based on identifying the shield used for

^The statements in the article were based on findings

of 13 studies conducted between 1958 and 1972 under

Southern Regional Food Marketing Research Projects

SM-13, SM-13R, SM-13 2R, and SM-35;data were col-

lected from 8,713 Alabama urban families.
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Government beef grades, naming grades for eggs, milk, and

beef, and comparing package size and price.

About half of the homemakers with low per

capita incomes had low scores in marketing

knowledge, while one-third or more having

larger incomes scored high. Homemakers
who scored high in marketing knowledge

usually scored high in nutritional knowledge,

and high scores in both tests were more

frequent among women of greater educa-

tion or higher per capita incomes (13, pp.

17 and 18). Homemakers were more con-

cerned with buying and preparation of food

than with nutritional values. Meal planning

ideas and food buying information, pri-

marily 'specials' were more important to the

homemaker with average or low income

(13, p. 23).

Fewer low-income homemakers recalled seeing a

nutritionally educational display. Among those who did,

lower income respondents recalled fewer items and a

higher percentage failed to recall its themes (13, pp. 26

and 27). When homemakers were exposed to three news-

paper articles containing nutritional information, lower

income homemakers "more often recalled the articles

about grade labeHng and use of broilers in all types of

meals .... Cookery methods were most appealing to . .

.

those of lower-income ranges. The few who recalled in-

formation about production or marketing were almost

entirely those who had education beyond high school"

(13, p. 28). Low-income homemakers listening to broad-

casted educational messages recalled cookery methods and

the fact that broilers were suitable for all types of meals

rather than information about nutritive value of poultry

meat, the fact that broilers are an economical source of

protein, the meaning of grade and inspection labels, or

the marketing, purchase and storage of broiler meat (13,

pp. 28 and 29). In purchasing broiler meat, economy,

rather than nutritive value, variety or versatility, was the

most important factor to low-income families.

Information sources that influenced these low income

homemakers' food purchases were found to be mass

media, such as radio and television; printed sources, such

as newspapers, magazines, recipes, and cookbooks; per-

sonal influences, such as friends, relatives, or sales per-

sons; and the merchandising practices in stores. Informa-

tion about cost or quality of a food usually came from

friends or relatives of homemakers in low-income

famihes (13, p. 32). One-fourth of the families—mainly

younger, low-income and nonwhite—in a 1958 survey had

no newspaper that regularly carried food advertising

(13, p. 32).

"Per capita income . . . was a major barrier to free

food choices because of such contingency factors as

family size, per capita meal cost, education of the

principal provider or age of the youngest family member."

"Per capita income is the family attribute most closely

related to purchase of food" (13, pp. 37, 38, 40; 11,

p. 20). Low income was found to be particularly related to
routine (habitual) food choices (12, p. 271), which leads
to a monotonous diet.

According to the 1965 Household Food Consumption
Survey, groups which spent less than $6 per person per
week (for food eaten at home) generally used a large share
of each food dollar for cereals and bakery products and
less for meat, poultry, fish, and fruits and vegetables than
those spending larger amounts (39, pp. 58-145). Cereals
and bakery products are relatively "filling" and properly
chosen cereals are relatively cheap sources of nutrients

(34). However, they contribute to the problem of obesity
among the poor. Lower income levels have been found
to be associated with a higher prevalence of obesity for

women (43, p. 28).

SOURCES OF FOOD USED BY THE POOR
The poor generally obtain food from the same sources

as other income groups. They buy from food retailers of

all sizes and types. They produce their own food from

homegrown or purchased raw materials. They receive

gifts from friends, relatives or neighbors, borrow, and

receive donations under Governmental or private food

programs (4, 28, 29, 30, 16). The question that has been a

source of controversy is do they pay more for the same

quantity of food of the same quality?

From his survey of the existing literature on this

topic, Samli concluded: (1) the poor pay more because

the stores located in the ghettos charge more; (2) the

poor pay more because stores where they shop charge

them more; and (3) the poor pay more because the

prices of the goods they purchase are going up faster

than the remaining goods and services (26, p. 48). Samli

and others have found this to be true for both the urban

and rural poor (26, 4, 28, 15, 32, 3). They paid more in

part because they have less time and energy for shopping,

they are less mobile, and stores they patronized are con-

venient to where they live or accept food coupons.

Thus, the poor are apparently disadvantaged in their

food selection by initially having more stringent budget

constaints than the nonpoor. They often pay higher prices

for food, generally because of where they shop, further

hmiting their access to food. And they lack knowledge,

associated with their generally lower educational attain-

ments, concerning markets, marketing, products and

their prices. Lastly, their level of shopping expertise is

lower.

However, the poor have been found to be relatively

nutritionally efficient in their food spending, out of

necessity (2, p. 7; 39, p. 6). Among 3,860 urban house-

holds in the United States surveyed in the spring of 1965,

households with less than $5,000 in annual income were

consistently obtaining more nutrients per dollar of food

expenditure and more calories per dollar of food expendi-

ture than those with higher incomes. Coltrin and Brad-
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field in an article reviewing studies of low-income con-

sumers noted:

The trends in grocery buying suggest an at-

tempt on the part of the low-income indi-

vidual to stretch his food bill. Canned and

dried milk, canned fruits and vegetables,

breads, potatoes, rice and other cereals

substitute in part for the purchases of meat,

fresh milk, fresh fruit and frozen food

products (6, p. 17).

EFFECT OF NUTRITION EDUCATION
ON FOOD SELECTION AND NUTRITION

AMONG THE POOR

Trienah Meyers in an address in 1970 stated:

A large amount of manpower and dollars has

been spent by government, universities,

foundations, and the private sector on nutri-

tion education but there really have been no

prolonged evaluations which would permit

us to generalize to develop a solid framework

for concepts or to establish a case for this

kind of education {18, p. 2).

Representative Fred Richman has characterized the

Federal nutrition effort as "a conglomeraton of uncoordi-

nated Federal Programs more notable for its gaps than its

ability to provide the consumer with reliable and useful

guidance in the purchase and preparation of nutritious

foods" {31, p. x). A recent congressional study entitled

"The Role of the Federal Government in Nutrition Educa-

tion" emphasizes the extent of this fragmentation in its

analysis of 30 programs in 1 1 agencies of the Department

of Agriculture and the Department of Health, Education

and Welfare and in two regulatory agencies, all of which

are concerned with nutrition education. In only 14 of

these programs could the proportion of their budgets

actually expended on nutrition education be identified,

and reliable data on program impact was lacking in almost

every case {31 , p. x).

The 16 programs that could be identified whose aim

in whole or in part was the dissemination of nutrition

information to those in low-income groups included the

Food Stamp, Child Nutrition, and Head Start programs,

programs of the Bureau of Community Health Services,

and USDA Extension Service programs {31, p. x).

The major governmental nutrition educational effort

has been the Expanded Food and Nutrition Education

Program of USDA's Extension Service. The effort was

authorized in November 1968, and implemented in early

1969, in an attempt to upgrade diets of low-income

families. The program has succeeded in reaching these

families and in improving food consumption practices

appreciably (7, Feb. 1972; 19). It reUes on 4-H Clubs in

reaching youth from 9 through 19, and on a one-to-one

approach, concentrating on improving the food-related

practices of homemakers. The latter approach appears

relatively effective, but some 80 percent of the eligible

population is not being reached {31 , p. x and pp. 30-41).

The 4-4-2-2 diet pattern is used as the means for achieving

nutrition adequacy, an approach open to question {20,

Foreword).

SUMMARY AND CONCLUSIONS

The "poor" in the United States, except those who do

not receive food aid and who cannot afford a diet as

described in the Thrifty Food Plan without allocating

more than a third of their incomes for food, could be well

nourished in the sense of obtaining all of the nutrients

currently known to be required—if they selected the

proper foods. They could buy the components of a nutri-

tionally adequate diet for considerably less than the cost

of the foods included under the Thrifty Food Plan if

palatability and variety were not factors in their choices.

But choosing unpalatable foods would be irrational since

they would not be eaten. To escape monotony is a uni-

versal human desire (27, chs. 2 and 3). Income and edu-

cational levels affect food choices and nutrition. Those

vwth higher levels of income and education generally

attain higher levels of nutritional well-being. They have

higher levels of consumer economic expertise and know-
ledge concerning nutrition. Nonetheless, the poor appear

to be relatively efficient in obtaining nutrients per dollar

of food expenditure, despite the fact that they often pay

higher prices for food.

Models for effective nutrition education efforts

exist. However, Federal governmental efforts are uncoor-

dinated and even the major Federal program, the Expan-

ded Food and Nutrition Education Program (EFNEP),
fails to reach about 80 percent of its target population.

Improving the diets of the poor involves several

efforts:

• Increasing their access to food by providing them
vwth higher stable incomes, or the opportunity

to earn such incomes, incomes that will be high

enough so they can buy a nutritious market

basket of enjoyable food for nutritionally bal-

anced and adequate diets;

• Modifying or adding to the food delivery system

to facilitate access for the poor to food of ac-

ceptable quality at prices comparable to what

others pay for the same products;

• Increasing their consumer economic skills espe-

cially in effective, efficient buying;

• Increasing their level of applicable nutritional

knowledge and skills in food selection, prepara-

tion, storage and use.

Education to emend food choices involves changing

tastes and preferences in some cases and enhancing or

implanting knowledge and skills in others. Improvement

of the diets of the poor in this manner should be an

explicit policy.
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NEEDED RESEARCH

A partial list of research needs in this area involves

topics within the purview of every member of the health

team as well as economists, sociologists, anthropologists,

nutritionists, and home economists. Broad areas in which

research is needed include:

• Surveillance and assessment of the nutritional

status of the poor, as well as all others, but

primarily the poor since they are the persons

most "at risk."

• Diets of the poor with emphasis on relationships to

ethnicity, rurahty, income, educational level, geo-

graphic location, attitudes, and other factors

found to be relevant. The survey on which the

Thrifty Food Plan was based was too limited. Al-

though the 1977 Food Consumption Survey

should be helpful. Researchers and nutrition edu-

cators need much more information if they are to

work towards solution of the diet problems of the

poor.

• Nutrients required by the entire population and

special dietary needs of subgroups.

• Consumer economic knowledge of the poor. We
need much more knowledge concerning their

shopping practices, sources of information used,

reactions to advertising, knowledge of marketing,

and their knowledge of grades and labeUng, espe-

cially nutrition labeling.

• Consumer behavior of the poor. We need know-

ledge concerning the food choices they make and

why, the effects of advertising on their choices,

and the effects of educational programs and food

programs on their choices.

• Nutritional knowledge of the poor. An assessment

is needed of their existing knowledge and how they

use it.

• Food consumption habits and changing food

choices because of changing lifestyles of the poor

and others. No studies at all can be found of diets

of heterogeneous living units. All nutrition educa-

tional programs, including EFNEP, appear geared

to the homemaker who is assumed to be female

and in sole charge.

• Food use.

• More evaluation of current nutrition education

programs.
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FOOD PROGRAMS AND NUTRITIONAL INTAKE:
WHAT EVIDENCE?

By Benjamin Sexauer*

ABSTRACT

Nutritional evaluations are difficult because the current understanding of dietary needs and the

relationship between heahh and nutrition is incomplete. The Food Stamp Program's nutritional

impact may be reduced because aid is not always used to improve diets. However, it has helped

eliminate chronic hunger among the very poor. The impact of the National School Lunch Program is

difficult to estimate because it supplies a relatively small proportion of total nutritional requirements.

The Supplemental Food Program for Women, Infants, and Children (WIC) is uniquely important since

early nutritional deficiencies can have long term effects on children. Existing studies indicate that

food programs should include a nutrition education component, and the effectiveness of nutrition

education when coordinated with a food assistance program should researched further.

KEYWORDS: Food aid programs, nutritional impacts, nutritional program evaluation.

INTRODUCTION

Over $7 billion per year is spent on USDA programs

for which improving the nutritional status of participants

is a major policy goal (8, p. 10).' As indicated in the auth-

orizing legislation, a primary goal of the Food Stamp Pro-

gram is "to raise levels of nutrition among low-income

households." A major objective of USDA's National

School Lunch Program is "to safeguard the health of

school children by improving and/or maintaining levels of

nutrition." How weU the various food programs are ful-

filling their nutritional objectives is, therefore, a question

of the upmost relevance to policymakers. The major part

of this article summarizes what is currently known about

the nutritional implications of the various food programs.

Inferences from the existing research evidence for nutri-

tion education efforts are examined, and suggestions for

further research are made.

CONCEPTUAL AND METHODOLOGICAL
ISSUES

Nutritional evaluations of public food assistance pro-

grams present a number of complicated, sometimes insol-

uble, problems. First, the current understanding of dietary

needs is incomplete and inprecise. There are some 45 es-

sential nutrients, but Recommended Daily Allowances

(RDA's) have been established for only 17. Moreover, nu-

tritional evaluations are typically based on less than 10

nutrients.

Second, current knowledge of the relationship be-

tween health and nutrition is incomplete. The health im-

plications of slight or shortrun deficiencies in certain nu-

trients are unknown. We are not sure what good nutrition

is, particularly concerning the nonnutrient portion of the

diet. Only recently have the long-term health implications

of the nonnutrient part of the diet (salt, fiber, and chem-

ical additives) received attention.

Italicized numbers in parentheses refer to items in *The author is assistant professor of agricultural eco-

References at the end of this article. nomics with the University of Minnesota.
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Third, people's nutritional needs vary not only be-

cause of sex, age, body size, and activity, but also because

of genetic makeup and physiological state. Morover, a

person's needs vary over time. Therefore, although the

RDA concept is a practical necessity, its Umitations

should be clear. RDA's are set at levels which assure that

the nutritional needs of virtually all healthy persons are

met. RDA's are not minimum nor even average require-

ments. They exceed the requirements of most individuals.

Fourth, obtaining information on nutritional status

is expensive and the possibility of error is high. The major

sources of nutritional status information are dietary in-

take, biochemical tests of blood and urine, clinical exam-

inations by doctors and dentists, and anthropometric

measurements. USDA is the primary collector of dietary

intake data. Obtaining accurate data requires participant

cooperation and relies on participants' memories for the

recall methodology. In addition, the nutrient content of

two diets that appear similar in food content can vary.

Different varieties of the same commodity may have dif-

ferent nutrient levels. Growing conditions, processing, and

preservation affect nutrient content, as do storage and

cooking in the home.

EVALUATION OF SPECIFIC PROGRAMS

THE FOOD STAMP PROGRAM

The evaluation of the initial pilot program in 1961

was very encouraging concerning the nutritional impact

of food stamps (5, p. 30). The nutritional evaluation was

based on dietary surveys of participating and nonpartici-

pating households in Detroit, Michigan, and Fayette

County, Pennsylvania:

• Food consumption increased 85 to 95 cents per

dollar of bonus coupons.

• In Detroit, 48 percent of the participating low-

income families had good diets as opposed to 28

percent of the nonparticipants. In rural Fayette

County, the figures were 39 and 28 for participat-

ing and nonparticipating low-income families.

A "good" diet was defined as supplying 100 per-

cent or more of the RDA for each of 8 nutrients.

• Nutrients most likely to be deficient in the diet of

low-income Americans were calcium and ascorbic

acid, followed by thiamine and vitamin A. Signif-

icantly more of the participating famiHes met their

dietary requirements for these four key nutrients

than did nonparticipants.

The marked nutritional success of the pilot projects may
be attributed to several factors (5, pp.4-12):

• An experimental program is likely to receive a

greater degree of cooperation, interest, and sup-

port than might prevail in the longer run.

• USDA personnel maintained close supervision.

• The families paid the amount they normally spent

on food to receive their allotment of coupons.

• Nutrition education was an integral part of the

program.

There is no evidence that the operating Food Stamp
Program has produced nearly the nutritional improvement
of the pilot program. The existing studies of the program

do not provide very conclusive evidence on its nutrition-

al impact and are based on surveys in only a few, small

geographic areas. The major problem is that the basic

nationwide data have been unavailable. The 1965 USDA
Household Food Consumption Survey occurred before

the major food stamp legislative reforms of 1970-71. The
1977 Household Food Consumption Survey should pro-

vide the first opportunity for a comprehensive evaluation

of the program's nutritional impact.

The existing studies tend to indicate some nutritional

improvement due to food stamps, but not a marked
change. A study by Patrick Madden evaluating the effect

of food stamps and commodity distribution in two rural

central Pennsylvania counties was completed in 1971

(5, pp.69-71):

• Food stamp participants had somewhat better

diets than nonparticipants. However, the improve-

ment occurred only during the first 2 weeks after

receiving their allotment of coupons and when
they had been without income for 2 weeks.

• Food stamp recipients had higher protein and

thiamine intakes and, less consistently, increased

consumption of phosphorus, iron, riboflavin, and

niacin.

• The differences in dietary intake due to food

stamps were statistically significant in only one of

the two counties.

A survey conducted by Sylvia Lane in Kern County,

California found that food stamp recipients had somewhat

better diets generally than nonrecipients. Again though,

the evidence was not as conclusive as might have been

desired (7 p.46).

She found that food stamp participation resulted in

higher average levels of intake for calories, protein, cal-

cium, iron, thiamine, and riboflavin per nutritionally equi-

valent person than for nonparticipants.

The nutritional impact of the Food Stamp Program

seems to be less than might be desirable for two reasons.

First, a significant portion of the benefits derived from

food stamp participation frequently do not go toward

increased food expenditure but are used to augment the

family's general purchasing power. Second, food stamp

recipients purchase more of the foods they are used to

rather than items which would remove the nutritional

deficiencies in their diets.

Nevertheless, the Food Stamp Program, following

the reforms of 1970-71 , must be credited with helping to

eUminate the kind of chronic hunger among the very

poor whose documentation shocked the public in the

late sixties (4). The problem was worse among rural

Southern blacks. For these people, the overwhelming pro-

blem was the lack of sufficient funds to purchase enough

food.
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National School Lunch Program (NSLP)

The National School Lunch Program (NSLP) aims to

provide an average of one -third of each child's daily diet

(based on RDA's) free or for a reduced price. The pro-

gram's nutritional character is built upon a meal standard

which requires specified quantities and groups of food

called the Type A pattern. The NSLP was the recent focus

of a major General Accounting Office (GAO) study (2).

Analysts found that the current knowledge of the pro-

gram's nutritional impact is largely inconclusive. A major

complexity in determining the NSLP's nutritional effect

is the relatively small proportion of a child's total week-

ly nutritional requirements which the program can pro-

vide. If one-third of the RDA is provided 5 times per

week, only 20 percent of the child's total weekly nutri-

tional requirements are covered by the program.

The GAO report does, however, raise several impor-

tant concerns about the program's nutritional effective-

ness:

• The program provides an important source of

I

nourishment for many schoolchildren,

• but may promote obesity in others.

• The program is not very effective in meeting the

most common nutrient deficiency among
schoolchildren, iron deficiency (2, p. 134).

The analysts stress that the NSLP's nutrition content

should be designed to complement the home diet.

Another problem is that the lunch is often served in a

I

form which contributes to plate waste.

The evidence from the Ten State Nutrition Survey

made by the U.S. Department of Health, Education, and

Welfare would seem to support the first and third con-

clusion of the GAO report (2, p.29):

• NSLP provides approximately half the daily RDA
for protein, calcium, riboflavin, and vitamin C;

one-third the RDA for vitamin A; one-fourth the

RDA for food energy and thiamin; and one -fifth

the RDA for iron.

• NSLP raised the average intake of vitamin A and

riboflavin to the RDA standard. However, NSLP
was relatively ineffective in raising average iron

intake to RDA standards.

A Cornell University study completed in 1972 sup-

I plies further evidence of the nutritional impact of the

NSLP (6, p.35-36):

• The nutrient content of school lunches was super-

ior to that of bag lunches carried from home.

• Although NSLP helped the at-home diets meet the

RDA's, total diets were surprisingly deficient in

many cases.

• Improvements in nutrient intake were especially

large where free school breakfasts were served in

addition to the school lunch.

• The nutrition knowledge of the mothers inter-

viewed was very poor and that of the children,

worse.

• Weight and height gains were greater than normal.

However, those overweight at the beginning of

the year gained proportionately the most.

This last point supports the second conclusion of the

GAO report.

In September 1977, USDA proposed new regulations

for the NSLP which would do much to alleviate the con-

cerns raised in the GAO report (7, pp. 2-4):

• Different meal patterns would be provided for

each of five age groupings of children.

• Lower fat content options would be provided.

• Special attention would be paid to iron and vita-

mins A and C; and salt and sugar content would
be reduced.

• Alternatives to the Type A lunch pattern wiU be

assessed.

THE SUPPLEMENTAL FOOD PROGRAM FOR
WOMEN, INFANTS, AND CHILDREN (WIC)

The most complete information on the nutritional

effect of this program is provided by a study carried out

by the Nutrition Department of the University of North

Carolina and the Research Triangle Institute. The evalu-

ation included 9,867 women and 41,330 infants and

children. The major findings are quite encouraging

(7,pp.31-32):2

• Participation was associated with an increase in

the rate of growth in weight and height, when
all groups of children were combined.

• The program was associated with an increase in

the mean birthweight of babies.

• The incidence of anemia, highly prevalent among
the infants and children examined, was reduced

about 40 percent after 6 months.

• For the children examined, average initial intake

was equal to or greater than the RDA's for all

nutrients except iron. The program increased

iron, vitamin A, thiamin, and ascorbic acid intake

for infants. While there was no increase in cal-

ories, the intake of all monitored nutrients was
increased for older children.

• Participation meant more weight was gained dur-

ing pregnancy.

• The occurrence of anemia was reduced, but only

during the last 3 months of pregnancy and in

post partum women.
• The program increased the intake of protein,

calcium, iron, vitamin A, thiamin, riboflavin,

niacin, ascorbic acid, and phosphorus during preg-

nancy. For all but the last two nutrients, daily

intake averaged below the RDA prior to partici-

pation.

^ Some questions have been raised about the statistical

validity of the results of this study.
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• Post partum women increased their consumption

of thiamin and ascorbic acid by participating in

WIC. However, their nutrient deficiencies for

iron, vitamin A, riboflavin, and niacin were not

improved.

This study provides strong evidence that the WIC
program has a definite positive impact on nutritional

status. Its effectiveness is uniquely important, since nutri-

tional deficiencies during pregnancy and during early

childhood can have long term effects on the child's cap-

abilities and development. Although this evaluation found

that average daily nutrient intake of infants and children

was sufficient except for iron, average figures can mask
over inadequate levels among a significant proportion of

the population studied. WIC was associated with an in-

crease in nutrition education in 63 percent of the clinics

survey in another study (7, p. 35).

THE EXPANDED FOOD AND NUTRITION
EDUCATION PROGRAM

Although not normally listed as a USDA food pro-

gram, the Expanded Food and Nutrition Education Pro-

gram (EFNEP) is a nutrition education and advising

program aimed at very low income households. USDA
funds the program and the Cooperative Extension Ser-

vices administer it in the States. EFNEP is essentially

based on home visits by program assistants. An evalua-

tion for one county in Pennsylvania found no nutritional

impact that could be attributed to the program (6, p.70).

The available information for California, although not

very vigorous, is more encouraging (9, pp. 6-8):

• Only 10 percent of the participants had adequate

diets prior to enrollment, based on a certain

number of servings per day from each of the 4

basic food groups. After participation, 30 percent

had adequate diets.

• The big improvements were in consumption of

fruits, vegetables, and milk. Before enrolling,

only 24 percent of the people were consuming

the recommended 4 daUy servings of foods from

the fruit and vegetables group. After a year in

the program, 50 percent were.

CONCLUSIONS

SOME IMPUCATIONS OF THE EXISTING STUDIES

Food programs should include a nutrition educa-

tion component. The success of the Pilot Food Stamp

Program, WIC, and EFNP tend to support this conclu-

sion. The 1977 Farm Bill calls for increased nutrition

education efforts for food stamp recipients (3, p. 7).

Requiring the applicant to participate in a 1-hour nutri-

tion education program could be made a requirement and

film or videotape could be utiUzed as the major educa-

tional method.

An education program in the Nation's schools could

be made an integral part of the Child Nutrition Programs.

In addition, if the Federal Government creates public

sector employment for the jobless, nutrition education ac-

tivities tailored after EFNEP may offer jobs with consid-

erable social benefits. Low skilled, low income persons

could be trained to be the program assistants who make
household visits. Above all, the effectiveness of nutrition

education, particularly when coordinated with a food

assistance program, should be placed high on the agenda

for further research.

FURTHER RESEARCH NEEDS

The current research base on the nutritional implica-

tions of the various USDA food programs is not sufficient

for informed policy decisions. Money invested now in

strengthening the data and research base could well create

major payoffs in improving the effectiveness of our nutri-

tional improvement efforts. A sound research foundation

could help considerably in the resolution of major pol-

icy issues. Our current knowledge on the effect of food

stamps is particularly limited, given the billions that are

spent on the program. The recent policy debate on elim-

inating the food stamp purchase requirement was not

able to draw on a sound understanding of the nutrition-

al implications of the existing program and the proposed

alternative. If and when cashing out food stamps is

debated as part of a comprhensive welfare reform, it is

hoped that an adequate foundation of information will

exist on the nutritional effect of each approach.

The most pressing research need is to assess the nu-

tritional implications of the existing food programs. If the

research funds are made available, these nutritional effec-

tiveness studies could form a part of comprehensive pro-

gram evaluations to determine the extent to which the

programs achieve their legislative objectives. In the long

run, researchers should address the question of what is

the best way to achieve nutritional improvement goals.

Existing programs and possible alternatives should be

compared based on their cost effectiveness in providing

nutritional improvements. It is hoped that some day our

research will be able to provide benefit -cost information

programs and on possible alternatives. This research

would indicate what nutritional improvement is gained

per dollar of program expenditure.

Food program nutritional effectiveness research will

have to include topics addressed by other authors in this

seminar, such as program participation and eligibility. The

effect of program overlaps cannot be overlooked. More-

over, USDA should expand its research to include the

nutritional impact of nonnutrition policies and pro-

grams. Everything from marketing orders to the Federal

income tax may affect nutrition.

USDA is responding to the research need. Both the

Food and Nutrition Service and Economics, Statistics,
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and Cooperatives Service are significantly increasing their

research on food programs and nutrition. The 1977 Na-

tionwide Food Consumption Survey wiW provide a

timely new data source. The Food and Nutrition Service

has proposed major nutritional effectiveness analyses of

the Food Stamp and School Lunch Programs. It is hoped

that these USDA research plans will receive adequate

funding.

Surveys are an expensive but crucial source of data for

research on food programs and nutrition. One way to re-

duce data gathering costs would be to coordinate better

the efforts of the different government agencies and

departments. For example, the Health and Nutrition

Examination Study (HANES) conducted by the U.S.

Department of Health, Education, and Welfare, because

of the absence of one question, can provide only weak
evidence on the nutritional implications of food stamps.

The questionnaire estabHshed whether the individual or

family was registered for food stamps, but collected no

information on the dollar value of the coupons re-

ceived or the purchase price. Future coordination

could eliminate such problems.

In discussing future research needs, the existing

knowledge, quite considerable in some areas, should not

be overlooked. I have outUned only some of the major

results of the existing studies. Future research should

draw upon the existing research base. Much can be

learned from the methodological success and fail-

ures of prior nutritional evaluations. In any future work,

quahty must always be given priority over quantity, One
rigorous, well conducted, unbiased, and complete anal-

ysis is worth any number of poorly conducted pieces of

research. Weak or incomplete research in this area is

dangerous as inaccuracies in research results may mislead

policymakers in their decisions.
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FOOD EXPENDITURE CONSEQUENCES OF WELFARE REFORM

By William T. Boehm and Paul E. Nelson*

ABSTRACT

The Administration's proposed Better Jobs and Income Program (BJIP) would combine a jobs

program with cash assistance for the poor. The authors examine how a simple cash transfer system

might influence aggregate food expenditures relative to continuation of the current programs.

Aggregate food expenditures would be largely unaffected by implementation of the BJIP, as would

farm value of domestically produced foods. Under the assumptions used, aggregate farm income

could be reduced by about $100 million as a result of the estimated $0.3 billion reduction in

aggregate retail expenditures.

KEYWORDS: Welfare reform, Better Jobs and Income Program, food expenditures, farm income.

INTRODUCTION

On August 6, 1977, President Carter made public the

administration's proposal for welfare reform. The pro-

posed Better Jobs and Income Program (BJIP) would com-

bine the largest jobs program since the Great Depression

with a program of cash assistance for the poor. The spe-

cific program features have two themes.

First, BJIP is to be a welfare assistance mechanism
with a central focus on work. Up to 1.4 million subsidized

pubhc service and job-training slots will be created in an

attempt to assure access to work or training to one adult

in every family with children. Second, a simple cash grant

system is proposed to simplify and make more equitable

the transfer of resources, reduce the potential for error

and/or fraud, and improve the overall efficiency of income

support programs.

The proposal, when adopted, would eliminate some of

the current resource transfer programs. Specifically, it

would eliminate the Food Stamp Program (FSP), the Aid
to FamOies with Dependent Children (AFDC), and Supple-

mental Security Income (SSI). In addition, the payment
structure for the earned income tax credit and stimulus

portion of the Comprehensive Employment Training Act

(CETA) and the AFDC work incentive program (WIN)
would be altered significantly. Budgetary aspects of the

two systems are summarized in table 1

.

OBJECTIVES

Proposed elimination of the Food Stamp Program, in

particular, has been the subject of some rather funda-

mental philosophical discussions. That program was de-

signed specifically to ensure that low-income households

have sufficient food buying income to purchase nutri-

tionally adequate diets and, as a companion goal, to sup-

port farm income. Thus, questions arise as to the poten-

tial impact its ehmination would have on diets of the

poor, food expenditures, and farm income. The key issue

we will address is the manner in which a simple cash

transfer system might influence aggregate food expendi-

tures compared vwth continuation of the current pro-

grams.

Answering that question is complicated somewhat

by the recent decision to ehminate the food stamp pur-

chase requirement (EPR). While this provision will

*The authors are agricultural economists in the Food
Economics Program Area, National Economic Analysis

Division, Economics, Statistics, and Cooperatives Service.

They wish to thank Larry Salathe, Donald West, Alden

Manchester, Levi Powell and Stephen Hiemstra for their

helpful comments on earlier drafts. The views expressed

are the authors' and do not necessarily represent official

views of the U.S. Department of Agriculture.
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Table 1.—The Carter Administration welfare reform proposal

Current Federal expenditures

and offset New program

Billion dollars Billion dollars

AFDC 6.4 Employment and training programs 8.80

SSI 5.7 Cash assistance 19.20

Food Stamps 5.0 Earned income tax credit 1.50

Earned Income Tax Credit 1.3 Emergency assistance block grant .60

Child care deductions .60

Extended UI (27-39 weeks) .7
Total 30.70

Decreases in regular UI outlay (because

more persons are employed) .4 Total additional cost 2.80

Increases in Social Security contribu-

tions (because more persons are

employed) .3

Saving within HEW budget (from ef-

forts to prevent fraud and abuse) .4

Reduction in HUD outlays for housing

subsidies (as a result of increased

cash aid and jobs programs) .5

Wellhead tax revenues 1.3

Total 27.9

Source: U.S. Department of Health, Education and Welfare. "Welfare Reform." In HEW NEWS, Aug. 6, 1977, pp. 19

and 20.

simplify program operations and make it easier for some

households to participate, it will almost certainly reduce

somewhat the food buying effectiveness of the bonus

stamp transfer relative to the continued operation of an

FSP with a purchase requirement.

While our magnitude estimates derived herein are con-

sistent with accepted theory and the research evidence

available, the article is most appropriately considered an

exercise in logic. We use known theoretical constructs,

previous research findings, and available data to examine

this important pubhc policy question.

THE CONCEPTUAL MODEL

The consequences of the Administration's welfare

reform proposal for food expenditures and farm income

are difficult to ascertain. Simply put, the data needed to

develop precise magnitude estimates are not now avail-

able, especially those concerning human purchasing be-

havior under alternative transfer schemes. However,

through use of generally accepted theoretical constructs

from economic theory and available data, it is possible

to develop an estimate which, at a minimum, indicates

the expected direction of the change. The essence of the

theoretical model is presented in the chart.

Suppose that a specific low-income consuming unit

could spend its income on only two economic goods—

"food" and "nonfood." That household's income, without

any Government aid, could be used to purchase OG dol-

lars worth of "nonfood" or OC dollars worth of food. The

FOOD BUYING CONSEQUENCES OF ALTERNATIVE
TRANSFER SCHEMES

DOLLARS SPENT ON NONFOOD ITEMS

0 ABC D

DOLLARS SPENT ON FOOD ITEMS

points along line segment GC represent possible combina-

tions of "nonfood" and "food" expenditures. That is, a

household expenditure pattern represented by point I

would mean that OA dollars were being spent on "food."
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In this case, roughly half the initial total income is vol-

untarily allocated to food purchases.

Participation in the pre-EPR Food Stamp Program

would have required this household to give up GF dollars

to obtain food coupons worth OB dollars. If this house-

hold chose to use only coupons to make food purchases,

the expenditure allocation would be at point K. In that

case OB dollars (in stamps) would be spent for "food" and

OF dollars would be spent for "nonfood." Food expendi-

tures increase quite dramatically in this case but nonfood

expenditures also increase. Some of the money the

household had previously allocated to food (EF dollars)

it now may use to increase its purchase of nonfood

items. Thus, while all coupons must be spent for food,

the FSP is less than 100 percent effective in increasing

food spending. The typical assumption, based upon ob-

served behavior, is that bonus FSP dollars have been about

50 to 55 percent effective in increasing food purchases.^

Note that once a household decided to participate in

the FSP, it would be expected to spend at least OB dollars

on food. Since food coupons may only be used to pur-

chase food items, the household gains nothing by not

using its total allotment of coupons.^

The theoretical effect of eliminating the purchase re-

quirement (EPR) can also be observed by studying the

chart. By eliminating the purchase requirement, the house-

hold is no longer required to give up any income to obtain

food coupons. However, it receives only the bonus stamps.

With EPR, the household represented in figure 1 would re-

ceive enough bonus stamps to insure that only 30 percent

of its net cash income must be allocated to food.^ This

household would receive about OA dollars worth of bonus
food stamps. If it chose to do so, the household could

spend only the bonus stamps for food (OA dollars). By
doing so, it would release EG of the cash income previous-

ly spent on food to use for nonfood items. Of course, any
combination along hne segment JD is possible.

It is clear that for households who previously paid

some portion of their income for coupons, more income

is released with EPR to buy nonfood items than with the

pre-EPR FSP. As for food expenditures, a household's

desire to spend money on food rather than on nonfood

items is more important vwth EPR than with the pre-EPR

The effectiveness of the program varies by recipient

group and over time. Estimates range from 0.40 to 0.86.

The most frequently used assumption is about 0.55. Esti-

mates are reported in (i, 7 and 9) among others.

^It is admitted that "black market" exchange of

coupons for cash is always a possibility. Since food quan-
tities are not "rationed" by coupons, there would appear

to be less of an incentive for noneligible households to

purchase coupons through a "black market" at a discount-
At any rate, "black marketing" has not been identified as

a serious problem wdth the FSP.

^This language is adapted from the Food and Agri-

cultural Act of 1977, signed into law recently by Presi-

dent Carter.

FSP. The shorter the line segment JK in the chart, the less

likely this or any other household will be to change its

food purchases as a result of EPR. The length of JK for

any household is directly related to that household's

relative purchase requirement. Thus, food purchases by

households vwth relatively low purchase requirements will

not change significantly as a result of EPR.

A simple cash transfer of the bonus stamp value

would allow most households more freedom to spend

the pubUc assistance income transfer. Theoretically, they

would not be required to spend any of such income on

food; all points along line HD are possible. Realistically,

one would not expect any household participating in a

pubUc assistance income transfer program to spend less

on food than it did prior to the program. OA dollars

spent for food would, for such a household, appear to be

a lower limit regardless of the type of transfer.

This theoretical model provides the basis for making a

somewhat conclusive statement about the food buying

consequences implied by various purchasing power

transfer schemes. Programs which specifically target the

transfer ofpurchasing power to food will be more likely

to influence positively the aggregate food purchases of
participating households. As recipient households are

given more freedom to spend (by eliminating the tar-

geted nature of transfer programs), they will likely

choose to allocate less of the total transfer to food.

While the model helps to develop an understanding of

household behavior under alternative transfer schemes,

it suggests very little about the impact of the various

schemes on aggregate food purchases. The aggregate im-

pacts are conditioned significantly by both program

participation and the level of aid. The more specific a

program is in targeting the transfer (to only food, for

example), the less likely people are to participate (accept

the transfer).

For example, only about half of the more than 12

million technically eligible households (35 mUHon per-

sons) have historically participated in the FSP {5).^ Over

time, the participation rate has been directly related to

the benefit level. In April 1977, for example, an esti-

mated 66.7 percent of eligible households wdth gross

incomes less than $1,200 per year participated in the

FSP. Only 37.8 percent of the eligible households with

gross incomes over $8,400 per year participated. Even

with the purchase requirement eliminated, participation

vwll probably not exceed 65 percent of those eligible

(5).

In contrast, a system of cash transfer would likely

cause a greater proportion of the target population to

participate, for two reasons. Administration and eligi-

bility requirements would be simphfied, and there is

most likely less of a social stigma attached to the accept-

ance and use of cash rather than coupons. HEW estimates

Italicized numbers in parentheses refer to items in

References at the end of this article.
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that BJIP would impact on 14 million of the potentially

eligible households. Of course, the total amount of the

transfer would likely be larger for programs with higher

levels of participation.

While the theoretical model suggests that a food

stamp program, either with or without a purchase require-

ment, would be more effective in increasing the food pur-

chasing of participant households, it indicates little about

which type of transfer scheme would ultimately influence

aggregate food purchases the most.

DEVELOPMENT OF THE AGGREGATE
IMPACT ESTIMATE

The preceding theoretical discussion provides a basis

for development of the magnitude food expenditure

impact implied by the welfare reform proposal, BJIP.

The approach is to first develop a base estimate of food

expenditures for 1978 by factoring out the food buying

influences of the programs to be eUminated by BJIP.

This base is then adjusted by adding the estimated influ-

ences of the present assistance programs assuming the

elimination of the food stamp purchase requirement is in

effect. Finally, we adjust the base to reflect the influences

of the cash assistance transfer proposed by the BJIP.

In developing this estimate, we largely ignore the food

buying influences of the employment and job training

program. We assume that the positive influences of these

programs on food buying vwU likely be offset by the elim-

ination of the CETA and WIN programs, the extended

unemployment compensation, the wellhead tax revenues,

and the approximately $ 1 .6 bilUon in other offsets (see

table 1). AH calculations needed to develop the estimate

are summarized in table 2.

THE BASE

Total food expenditures for 1978, using the USDA
estimate that food prices next year will increase by about

6 percent, will likely be about $220 billion (5). The cost

comparison for the welfare reform proposal (table 1) was

based on the assumption that expenditures in 1978 for

bonus food stamps would be $5.0 biUion; AFDC payments

$6.4 billion; and payments under the SSI program would
be $5.7 billion. These programs are, as has been indicated,

proposed for elimination by the BJIP.

As mentioned eariier, bonus food stamps have been

about 50 to 55 percent effective in increasing food ex-

penditures. In 1978, therefore, an FSP with a purchase

requirement would account for about $2.75 biUion (1.25

percent) of the total expected food expenditures. With

the purchase requirement ehminated, the free stamps

would be about 40 percent effective in increasing food

expenditures.^ This value reflects the fact that households

who previously had rather substantial purchase require-

ments will have considerably more freedom as to how
much cash they allocate to food. At the $5 billion level

Table 2.-Foo(l expenditure calculations, 1978

Alternatives Expenditure

Billion dollars

With current programs

Estimated food base expenditures, 1978: 215.32

Due to Food Stamp Program +2.75

AFDC and SSI +3.63

Minus 10 percent of the $17.1 billion

transfer from taxpayers -1.70

Estimated retail food expenditures, 1978' 220.00

Wth EPR
Estimated base food expenditures, 1978: 215.32

Due to Food Stamp Program +2.34

AFDC and SSI +3.63

Minus 10 percent of the $17.95 billion

transfer from taxpayers -1.79

Estimated food expenditures, 1978 219.50

With BJIP
Base food expenditures, 1978: 215.32

Due to $19.2 billion cash transfer +5.76

Plus Additional $1 billion in "other

programs"* +.15

Minus 10 percent of the $20.2 billion

transfer from taxpayers' -2.02

Estimated retail food expenditures with BJIP 219.21

' This estimate is developed from USDA sources and provides the

base number for the entire comparison.
^ "Other programs" refer to the employment training, day care

deduction, and emergency assistance block grant.

'The BJIP total cost is estimated at $30.7 billion, $2.8 billion

more than the current programs. This offsetting tax transfer accounts

for the $19.2 biUion in cash assistance plus the increase of $1.0 bil-

lion for "other" programs.

of assistance, an FSP vwthout a purchase requirement

would be expected to increase food expenditures of low-

income households by $2 biUion. However, total participa-

tion (and thus program costs) will probably increase as a

result of EPR. The estimate by the Congressional Budget

Office is that 2.1 mUhon more eligible participants will

come into the program but, because of rule changes, 1.3

million persons currently participating wall be ineligible

(5). Her^, we use the expenditure ceiling of $5.85 billion

for fiscal year 1978. Total food expenditures by low in-

come households expected to result from the FSP without

a purchase requirement are thus $2.34 billion.

^ Using the 1967 Bureau of Commerce Input-Output

Model and a model of the Texas economy. Nelson found

that food stamp households given free bonus stamps

typically allocated about 30 cents out of each $1 to food

industry sectors. The corresponding value of $ 1 of income

for other households was about 22 cents (5).
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Estimating the food buying influence of the cash as-

sistance programs is more difficult, but an attempt can be

made using three pieces of available research evidence.

First, low-income households have been observed to spend

about 30 to 35 percent of their income on food {11, 12).

The average propensity to spend for food (APS) is there-

fore about 0.35. Secondly, the income elasticity of demand
for food for low income households has been estimated at

about 0.50 (2, 4, 6, 10). Finally, results of several studies

suggest that the marginal propensity to spend for food

(MPS) by low income households appears to be between

0.10 and 0.15 (i, 2, 4, 6,10, 13).

A basic assumption, we believe, should be that low

income households who find their income substantially in-

creased by resource transfer schemes should ultimately be

expected to spend their income in about the same manner

as other households with that level of income available for

spending. Since the income elasticity of demand for food

is less than one and the MPS is clearly less than the APS,

we believe that the food buying effectiveness of significant

cash assistance transfers will certainly be bounded on the

low end by the estimated MPS and on the high end by the

estimated APS.

Cash transfer schemes will be no more than 30 percent

effective in increasing food purchases among low income

households. AFDC plus SSI transfers would be expected

to account for about $3.63 bilhon of the estimated total

1978 food expenditures.

Admittedly, our estimate of 30 percent cash value

effectiveness may be high. Some analysts would undoubt-

edly argue for the straightforward use of the MPS value of

15 percent. An Office of Management and Budget task

force in 1969 used a value of 20 percent (9).

Without the programs, taxes from those households

now providing the transfer would presumably be less.

Their food purchases could be expected to increase about

$1 .7 billion (using the estimate of 0.10 for the MPS)
{10).^ Therefore, approximately $4.7 billion of the ex-

pected $220 billion (2.1 percent) would be the result of

food purchases influenced by Federal programs proposed

for elimination by the BJIP.

Aggregate food expenditures would be expected to

fall slightly as a result of EPR-about 0.2 percent. With

the purchase requirement eliminated, the programs pro-

posed for elimination would be expected to account for

about $4.2 billion of the total food expenditures expected

in 1978.

There is no such thing as a free lunch—even in public

income transfer programs. A $1 grant given to the "poor"
implies a $1 reduction from those taxed to provide the

transfer. Income transfer schemes, whether cash or coup-
on, reduce food purchases by the sector providing the

grant. The resultant net effect depends most funda-
mentally on the difference between the marginal propen-
sities to spend income on food.

THE BJIP ADJUSTMENT

Under the welfare reform proposal, there would be a

simple cash assistance transfer of $19.2 billion, about $2
billion more than the direct, resource transfer programs

proposed for elimination. Assuming that about 30 percent

of this transfer would be used to purchase food, its food

buying influence would be $5.67 billion.

There are also $1 billion in "other programs" which

would be added as a result of the BJIP. In the absence of

better data, we assume that about 15 percent of this

transfer would be spent on food. (The proportion spent

on food is reduced to the level of the MPS to reflect the

changed nature of the transfer as well as the group likely

to receive the aid.) That would add $0.15 billion to the

total food expenditure estimate.

The total additional cost of $1 .0 billion plus the

$19.2 billion in cash transfers will influence, in a negative

way, the food expenditures of those households who are

taxed to provide the assistance. Again, using the estimate

of about 0.10 for the MPS, it is necessary to deduct

$2.02 billion from the base food expenditures (($19.2 +

$1.0) X 0.10).

Food expenditures implied by the BJIP are, therefore,

about $219.2 bilUon (1978 dollars). Thus, while the total

transfer increases about $2.8 billion, total food expendi-

tures would decrease slightly (less than one-half of 1 per-

cent) because of the changed nature of the transfer. If

no significant shift occurs in either the market basket of

foods consumed at home or toward more "away from

home" eating by the poor, total farm income would also

be largely unaffected as a result of the proposed change.

CONCLUSIONS

• Aggregate food expenditures (at expected 1978

levels) would be largely unaffected by implementa-

tion of the BJIP, as proposed. Total 1978 food

expenditures with the BJIP would be about $219
billion—$1 biUion less than the $220 billion anti-

cipated if current programs were retained and only

$0.3 billion less than expected with EPR in effect.

• The aggregate farm value of domestically produced

foods would also appear to be largely unaffected

by the proposed change. Assuming that about 85

percent of the $0.3 billion reduction in aggregate

retail expenditures would be associated with the

domestically-produced farm foods, aggregate farm

income could be reduced about $100 million as a

result of the change (less than 0.2 percent).

These conclusions should be interpreted wdthin the

:ontext of the following summary statements.

First, the magnitude estimates are imprecise. At best,

they indicate an expected direction of change. Clearly,

however, a cash transfer scheme is not as effective in in-

creasing food expenditures as is a targeted program re-

quiring expenditures on food (as does a food stamp pro-
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gram). The increased level of funding in the BJIP helps

explain, in an important way, why food expenditures and

farm incomes, for practical purposes, will likely not

decUne as a result of the proposed change. If a FSP (even

with the purchase requirement eliminated) were retained

and this same amount of increase were transferred in the

form of free bonus stamps, food purchases would be ex-

pected to increase above the expected 1978 level by about

$0.84 billion.

The second summary statement is that the conclu-

sions also tend to mask any adjustments in food purchas-

ing which may occur in poor households as a result of the

changed nature of the transfer. The relationship between

food expenditures and nutritional adequacy of the diet is

weak at best. Not enough data exist to either conclusively

support or refute the popular belief that increases in food

expenditures may be used as a surrogate for improved

dietary intake. Furthermore, regardless of the type of food

assistance program, increases in food expenditures do not

necessarily imply increases in the demand for farm prod-

ucts (and, thus, program support of farm income).

Whether or not farm incomes are increased depends most

basically on the composition of food items purchased and

the extent to which the increased expenditures are related

to increases in the demand for marketing services. The

available data indicate that food expenditures for the

"away from home" category increase dramatically as in-

comes increase. Elimination of the FSP, and replacing the

transfer with cash, could therefore have impacts on diets

of the poor and on farm income, impacts which would not

be reflected in the aggregate food expenditure data.

The third summary statement is that, regardless of

what happens to the Food Stamp Program, neither the

funding levels nor the operating rules specific to USDA's
other feeding programs are affected by the welfare reform

proposal. While the FSP is by far the most costly of the

current food programs, the cash value of the transfer

represents only about 15 percent of all programs which

influence food purchases by the poor. It might be argued

that, if nutritionally adequate diets for targeted groups

(pregnant women, infants, and children, for example) is

the policy goal, feeding programs designed for these

target groups may be more effective than food stamps.
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THE EQUITABLE DISTRIBUTION OF DOMESTIC FOOD AID

By C. Peter Timmer*

ABSTRACT

The tools of economic analysis are mostly suited to dealing with questions of efficiency, but

economists also have input for equity-efficiency tradeoffs. Understanding the linkage among three

variables—agriculture, food, and nutrition— is fundamental to putting the analytical setting for policy

analysis in perspective. Any one of the three variables can serve as a planning base as long as it is

understood where price fits in the broader scheme. U.S. policy is moving incrementally toward a

focus on food.

KEYWORDS: U.S. food poUcy, policy analysis, policy orientation, agriculture, nutrition.

INTRODUCTION

Understanding the equitable distribution of food aid

in the domestic context requires a program by program

discussion of access to benefits and utilization relative to

needs of participants. Asking how equitable rules can be

efficiently designed and implemented is also the "real-

politik" approach, for it recognizes the entrenched nature

of most domestic food aid programs. As critics concede

the need for such programs and enthusiasts recognize the

need for spending limits and enforcement against fraud,

the only ground left for discussion is the task of guaran-

teeing that the programs are equitable within their gen-

eral mandate.

Such a perspective will not identify the major re-

search issues in food poUcy analysis. The narrow issue

of equity should be addressed only as a component of

a broader understanding of U.S. food policy. A broader

discussion makes it possible to view the equitable dis-

tribution of food aid in a different light, a light that

illuminates a set of research questions and priorities

that would not have been obvious from the direct ap-

proach. The broader perspective also draws directly

from Ken Farrell's mandate to the profession in 1976:

The complexities and interdependencies of

our society require of agricultural econo-

mists a more holistic, integral view of agri-

cultural and public policies than is evident

in our current agenda. We should broaden

our professional perspectives, cultivate new
clientele and professional alliances, recast

and reorder our agenda, and experiment

with modified and new institutional ar-

rangements. In so doing we could better

address emerging public policy issues and

better serve the public interest concerning

food and agriciilture (2, p. 785).*

*The author is a professor of the economics of food
and agriculture in the Department of Nutrition, Harvard

School of Public Health.

* Italicized numbers in parentheses refer to items in

References at the end of this article.
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The broader food policy perspective will also reveal

the impossibility of dealing adequately with equity in a

narrow context. Lester Thurow presented four different

specifications of economic equity and found them all

lacking any measurable precision (8, p. 50). The prob-

lem is no less difficult in the context of equitable distri-

bution of food aid. Defining the food equity issues is the

major task of this article.

Even with the general objective settled, the direction

of attack needs to be determined. Two fundamentally

different approaches are possible and each represents a

substantial wing of the economics profession. In the

micro approach, characteristic of the best of agricultural

economic pohcy analysis, we would look carefully at

each of the food aid programs, determine the "fairness"

or "equity" of the legislative and administrative rules for

each, and building from the program level up, would at-

tempt some larger scale assessment of the full array.

In the second approach, characteristic of the best of

macroeconomic policy analysis, we would look at the

entire U.S. economy and ask how, in Thurow 's termi-

nology, it generates unequality. Income distribution and

price determination mechanisms are the starting points

and they are endogenous in this analysis. If manipula-

tions of variables in these mechanisms do not provide

a satisfactory distribution of material well-being, a se-

quence of more targeted programs can be brought to

bear on the problem. In Rod Leonard's words:

There are nearly 32 million Americans for

whom the lack of an adequate income gets

translated into an inadequate diet, which

inevitably leads to poor nutrition, poorer

health, and all the related problems. They

are citizens who Uve in communities that

have begun to employ various federal pro-

grams to enable the community to better

serve its residents. The food stamp pro-

gram is one of those programs. It is a

community service (4, p. 1006).

The difficulty with the micro approach is that it takes

as given many of the variables which poUcymakers can and

do change with intended and unintended equity effects.

James Storey, senior coimsel for the Senate Budget Com-
mittee, has written that:

. . . income transfer programs are an as-

sortment of fragmented efforts that dis-

tribute income to a variety of persons for

a variety of purposes, on conflicting terms,

and with unforeseen effects. Two primary

factors have inhibited a uniform system

of equitable aid: a tradition of local respon-

sibiUty for the needy and a habit of approach-

ing social problems in isolation, developing

new programs to attack newly perceived

problems.

Our income transfer programs are shaped by

at least nineteen committees of congress,

fifty state legislatures, six cabinet depart-

ments, three other federal agencies, fifty-

four state -level welfare agencies and more

than 1,500 county welfare departments, the

U.S. Supreme Court and many lesser courts.

Each congressional committee typically deals

only with its own subject areas, although

changes in one benefit program, such as

AFDC or social security, commonly affect

another, such as food stamps or veterans'

pensions. Because of the categorical nature

of the 'system' and the restricted viewpoints

of agencies and congressional committees,

attempts to remedy one problem may create

another. . .

None of the committees has the duty to ap-

praise the total effect of congressional deci-

sions. In considering income transfer poUcy

alternatives, it is not the effect of each sep-

arate program but of the whole system as it

applies to each eligible family or individual

that is important to evaluate (7, pp. 1014-5).

Macroeconomic policy analysis provides this perspec-

tive on the whole system in principle, but very little of

such analysis actually gets to the level of the eligible fam-

ily or person. Moreover, the complexity of the U.S. eco-

nomy creates serious problems when macroanalysts want

to make fairly simple disaggregation into sectors such

as agriculture, transportation, steel, or energy. A substan-

tive understanding of the major equity issues in the U.S.

food system from a macro starting point is not now pos-

sible.

Starting from a macro policy framework, I will work

toward the micro equity issues as a means of identifying

major research topics. Whether the micro and macro is-

sues will ever link together is problematical, but such a

linkage will be a major topic on the research agenda.

AN ANALYTICAL SETTING FOR FOOD
POLICY ANALYSIS

The linkages and relationships that make food policy

analysis so complex can be shown schematically with a

fairly conventional Venn diagram (fig. 1). The three major

topic areas are agriculture (assumed to include farming as

a subset), food, and nutrition. Each is represented in fig-

ure 1 by an elliptical set. The food set forms the center of

the schematic. Nutrition intersects it from the left, and

agriculture, from the right. Nutrition and agriculture also

intersect each other to a significant degree. Two different

axes are superimposed on the intersecting sets. The hori-

zontal axis runs from producers on the right to consumers

on the left, paralleling the flow of physical commodities.

The vertical axis runs from macro issues on the top to

micro issues on the bottom, paralleUng the chain of im-

pact of policies and programs on decisionmaking units in

the economy.
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FIGURE 1

INTERRELATIONSHIPS IN THE U.S. FOOD SYSTEM

MACRO

MICRO

The advantage of such a simple diagram is that it re-

minds us of linkages and interrelationships but also of

whatever scope exists for independent action in any sphere.

For example, agriculture is Unked to food by a processing

sector, by onfarm conjunction, and by markets and

prices. But a series of nonfood issues are linked to agricul-

ture from outside the intersecting sets: resource use; devel-

opment, use, and impact of technology; farm income and

Piral welfare; and a range of environmental concerns.

Naturally all these factors impinge on food, and ultimately

on nutrition, but the chain of causation for these runs pri-

marily from right to left and not in a circle.

Similarly, nutrition is linked to food by consumer in-

comes through the same market and price mechanisms

that link agriculture to the food sector. Direct feeding

programs can provide an immediate link between the food

sector and nutrition. But nutrition is also substantially in-

fluenced by a range of factors outside the intersecting agri-

culture, food, and nutrition sets: health status; family en-

vironment, especially status of water and sanitation; and

perhaps most importantly, household decisionmakers'

knowledge about what is needed for good nutrition and

how to achieve it efficiently within a given economic con-

text.

The food sector also has its independent forces despite

being centrally placed between agriculture and nutrition.

Processing and merchandising considerations have a major

role in the food sector. One significant external factor to

the food sector is advertising. Certainly some small amount

of advertising is done in the agriculture and nutrition sec-

tors, but the $100,000 annual advertising budget of the

Nutrition Foundation is dwarfed by the $4 billion spent

by the food industry advertising. The industry considers

this expenditure as subject to the control of private deci-

sions within the industry. However, such advertising obvi-

ously affects nutritional status and, through the emphasis

on processed foods and hence on farmers' share of the

consumer's food dollar, affects agriculture.

TYPES OF PLANNING FOR FOOD POLICY

How should planning in these three interrelated sectors

be conducted? There are only three choices. First, the pri-

mary focus could be on agriculture with the impact on food

and nutrition left to be determined primarily by the private

market. In terms of the axes superimposed on the Venn dia-

gram, this strategy would be producer oriented wherein the

macroeconomic mechanisms determining wages, interest

rates, incomes, and the level of economic activity would

combine with the microeconomic mechanisms determining

commodity prices and individual consumer's decisions to

produce a laissez-faire nutritional outcome. Specific, ad hoc,

nutrition interventions might be designed in conjunction

with this agriculture-to-food-to-nutrition planning sequence.

These might be used if the actual nutritional outcome is

unsatisfactory because the agricultural policy itself creates

problems or because outcomes in either the macroeconomic

environment or specific microenvironment are unsatisfactory.

This first type of planning is the way it is done now, but

it does not make much sense in a logical world. It is virtu-

ally impossible to specify a set of objectives for agricultur-

al policy in and of itself. Agriculture faces a derived demand

for its output and it has a subset of unique policy issues-

welfare of farm families, resource use, impact of technology,

and the like-that can be dealt with better apart from the

overriding national concerns for the level and composition

of agricultural output.

A second major planning focus could be on nutrition,

allowing the market to work "upstream" through the food

and agricuUural sectors. Defining a nutritional poUcy in this

sense is at least logical because ensuring adequate nutritional

status for all citizens is a viable, measurable welfare goal for

a society. All the various interests and constraints in food

and agricultural policy would be resolved in the context of

meeting nutritional requirements. The obvious difficulty

with this approach is that nutrition has very little market

impact. Farmers do not produce nutrients, processors do

not process nutrients, and consumers do not buy nutrients,

except indirectly. Food is typically the major vehicle for

nutrients in the United States and elsewhere. Policymaking

from a nutrition perspective would require the Government

to make most of the decisions or at least to intervene heav-

ily and continuously in the market.

The nutrition policy perspective is simply not feasible

in most countries, including the United States, for three

reasons: (1) There is no administrative and bureaucratic

capability to take over the function of markets; (2) enough

serious gaps exist about nutritional requirements and the

functional significance of marginal malnutrition that nutri-

tion cannot serve as the primary allocator of resources; and

(3) nutrition's political constituency is much too small for

this approach to be implemented.

The only alternative is to plan from a food sector per-

spective. In this approach, food would be the primary inter-

mediary between agriculture and nutrition. Planning from

this perspective has the advantage of a central focus on in-

dividual markets, which remain the most efficient mechan-

isms available for distributing commodities. A food policy
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also should be far enough removed from agriculture so as

not to be dominated by producer interests. At the same
time, nutrition would not be the only element in either a

private or social welfare function. If the food policy analy-

sis can contain sensitivities to both nutritional and farmers'

needs, this central perspective can provide the best mechan-

ism for balancing the diverse interests of consumers and

producers.

A food policy perspective draws on a much stonger

and broader clientele than a nutrition policy perspective,

one that now rivals the clout of the farm bloc. Ken Farrell

noted almost 2 years ago:

Some observers of the policy scene suggest

that not agricultural policy but food pol-

icy will be enacted henceforth. They use

the term food policy to convey the need

for a comprehensive, integrated set of

national policies centered on food. In-

corporated would be traditional agri-

cultural price and income policy with

elements of other national poUcies—

foreign trade and aid, nutrition, en-

vironmental protection, and overall na-

tional economic policies, for example.

Although it might be questioned where
the boundaries of a comprehensive food

policy could be logically and usefully

drawn, we appear in some respects to

be moving toward such a pohcy in an

incremental, ad hoc, unplanned, even

unconscious way (2, p. 788).

The advantage of nfood policy is not that it can ignore

agricultural and nutritional issues but that the central per-

spective permits a more balanced and coordinated treatment

of both, a treatment that incorporates the many back-and-

forth Unkages implicit in figure 1 . A food policy must still

involve the three fundamental dimensions of this problem

area, and three integrated but separable policy elements

will be required. Not surprisingly, more thought has been

given to the nature of these elements in an international de-

velopment context than in the U.S. domestic context. Yet

it is surprising how relevant one of the major statements is

to our own situation.

The 9th Report of the Joint Food and Agriculture/

World Health Organization Expert Committee on Nutrition

outhnes three elements basic to any food strategy:

1 . The strategy for rural development should foster

widespread improvements in production and output and

be designed to improve the pattern of income distribution

while, at the same time, achieving the required expansion

of food production.

2. Measures should be adopted to influence the com-
binations of food produced, the processing techniques em-

ployed and the distribution of these foods, to improve the

quality of the diet available to all income groups.

3. A complex of measures—nutrition-related health

activities and nutrition intervention programs—is needed to

have a more direct impact on the nturitional status and
health of particular segments of the population (7).

Such a food policy perspective provides the proper
orientation for asking equity questions in the context of
analysis and planning. I now attempt to identify the major
equity issues in the U.S. food system and to consider them
in this analytical and planning framework.

THE EQUITY ISSUES IN THE U.S. FOOD SYSTEM

The previous discussion of poHcy perspective was
framed primarily along the horizontal axis of figure 1, the

continuum from producers to consumers. The equity

issues in the U.S. food system can best be discussed along

the vertical axis from macro to micro. The logic of this

draws from the heavy impact that earned income and
employment have on equitable access to food, variables

primarily determined by macroeconomic forces. As food

programs account for only 5 percent of all Federal trans-

fer payments, (7, p. 1 ,01 1), the macro-tail is clearly wag-

ging the food equity dog.

Five major levels of equity issues can be identified.

In the following presentation, the issues are ordered from
macro to micro, and each is cast as a dichotomy between
two possible pohcy analysis perspectives. The five issue

levels are these:

• Domestic versus international

• Policy versus program

• Equality versus minimum maintenance

• Legal entitlement versus participant utilization

• Consumer sovereignty versus mandated consump-

tion levels

DOMESTIC VERSUS INTERNATIONAL

U.S. agriculture has long depended on international

markets for a very substantial proportion of its total sales

and farm income. The U.S. economy, especially in the

seventies, has become heavily dependent on the foreign

exchange earned by sales of farm products to pay for a

rising bill for imported oil. In return, a number of wealthy

international customers, primarily Western Europe and

Japan, have become heavily dependent on access to U.S.

farm products to defend a living standard and increasingly

meat-intensive diet made possible through trade. And a

few poorer countries have become dependent on the

United States for food aid or access to cash markets for

U.S. food surpluses. One major equity issue, then, is who
will get access to U.S. farm products in time of shortage?

Raw purchasing power almost guarantees inequities in

access to cash markets. Although raw poverty is a useful

first-order guide to equitable distribution of food aid by
country, it is certainly no guarantee that such food aid

will help fight malnutrition (9).

The domestic dichotomy is the interesting issue for

this food policy seminar. In today's world community, a

handful of countries now have higher average per capita
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incomes than the United States, partly because of an over-

devalued dollar, and many countries have a substantial

elite with high incomes and consumption tastes to ac-

company their purchasing power. Many poorer Americans

have found themselves unable to compete on a price

basis for their basic foodstu^s. The plight of a Puerto

Rican mother of four, living in New York City and trying

to feed her family beans and rice in 1973 and 1974, stems

directly from the international Unkages into our domestic

food system. Beans and rice form a tiny proportion of the

domestic food index and an even tinier proportion of the

overall cost of living index. But beans and rice form a

much larger proportion of the consumption bundle of the

poor, especially of several minority groups. Without a

policy perspective directly concerned for the equity issues

created by those linkages, much hardship not only can be

created by internationally induced price increases but it

can go largely unnoticed by analysts with narrower

concerns.

POLICY VERSUS PROGRAM
A very sharp distinction exists in the United States

between food and nutrition policy analysis and food and

nutrition program analysis. Little of either is done, to be

sure, but what exists focuses almost entirely on the nar-

row, program perspective. The recent book by Harold

Halcrow is a particularly representative example (3).

Ten of eleven chapters focus primarily on agricultural

and farm policy in which the major concern is maintain-

ing equitable farm incomes while producing sufficient

quantities of food and fiber to meet domestic and inter-

national needs. Naturally, the core of the discussion re-

volves around farm prices as the vehicle for ensuring

farm income levels.

The history of agricultural policy as a conscious at-

tempt by the Government to ensure equitable farm in-

comes is a history of various strategies for raising farm

prices above free market levels. Such an orientation has

obvious roots in the declining terms of trade for farm

products from the twenties to the disastrous thirties. As
consumers do not change their demand response to

higher food prices, it is easy to show the redistribution

of income from food consumers to food producers when
food prices rise relative to other prices. (It is also easy to

show such redistribution when food prices decUne). Per-

haps the most vivid example is the large jump in farm

income between 1972 and 1974 as the nonfarm economy
went into a major recession.

The equity of such a pohcy approach derives osten-'

sibly from the lower per capita incomes of farmers rela-

tive to those of food consumers in general. Thus, a trans-

fer of income from consumers to producers results in a

more even, hence more equitable, distribution of income.

The obvious flaw in the argument is its failure to account

separately for the distribution of income within the two

sectors. Higher food prices have a disproportionate im-

pact on low-income consumers, who spend a relatively

larger proportion of that income on food (and who are

forced by real-income effects to respond more sensitively

to food price changes). Similarly, higher farm gate prices

are translated with considerable leverage into higher in-

comes for larger farmers with incomes approaching or

exceeding the U.S. average. The equity argument for

higher food prices needs careful disaggregation before be-

ing accepted casually.

The point is that the equity issues of food and nutri-

tion policy for consumers are not considered at this level

in the first place, Halcrow in his book relegates a concern

for nutrition policy to consideration of the portfoUo of

food and nutrition programs designed expUcitly to im-

prove the poor's access to food or to educate the poor to

buy better foods with their income. There is no question

these are important programs with important equity is-

sues. But to deal with food policy for producers at the

level of national policy and with food policy for consum-

ers at the level of palliative, corrective programs intro-

duces a serious bias in the analytical perspective needed

to understand and formulate national agricultural, food,

and nutrition policy.

The linkages from macroagricultural poHcy to individ-

ual nutritional status are real. Ann Roserberger has analy-

zed the impact of milk pricing policy on the intake of

calcium by income group in the United States. Using the

1965 USDA Household Food Consumption Survey, which

showed a high correlation between low incomes and intake

of calcium below recommended levels, she estimated sep-

arate price elasticities of demand for milk for each income

level. Despite an overall inelastic demand for the popula-

tion as a whole, the lowest income groups had very high

price elasticities, approaching -2.0. Coupled with Justice

Department estimates of the price effects of milk poUcy,

calculations showed increases in calcium intake of 25

percent for the low mUk-intake income groups under free

market prices (6). The issue is not milk prices but the

policy perspective that permits manipulation of prices

on producers' behalf and relegates consumer interests to

the program level. The obvious unequal perspective in

terms of historical evolution and poHtical realities should

not hide the fact that it produces bad pohcy analysis.

EQUALITY VERSUS MINIMUM AID LEVEL

The fundamental issue for all food aid programs is

whether participants participate equally with nonpartici-

pants in some dimension or whether a certain minimum
floor is guaranteed, below which no one's aid level

should be permitted to fall. In Rod Leonard's colorful

language, much of the debate over the food stamp pro-

gram looks like "a crowd of Lady Bountifuls, arguing

that the Thanksgiving package is much too good for the

poor folks" (4, p. 1,006).

Qearly much of the controversy over the actual im-

plementation of U.S. food aid programs lies in adminis-

trative efforts to ensure that participants do not become

too well off, efforts which clash with participants' needs
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for dignity and preservation of self-esteem. The pro-

grams, then, are subject to very real pressures from both
the "too much" lobby and the "too httle" lobby. The
source of the criticism derives from fundamentally

different viewpoints on why participants need the pro-

gram. The "too much" lobbyists feel that participants

are free loaders on the American economy and they

want to minimize disincentives to get jobs. The "too

httle" lobbyists view participants as the American econ-

omy's unfortunate victims who have been shortchanged

by a society that now owes them fuller compensation.

The dichotomy is not new nor solely a function of the

food sector. Kermit Gordon noted years ago:

years ago:

Contemporary American society is, in a

sense, a spht level structure. Its political and

social insitutions provide universally dis-

tributed rights and privileges that proclaim

equality of all citizens. But its economic
institutions rely on market-determined in-

comes that generate substantial disparities

among citizens in living standards and
material welfare . . . The resulting mixture

of equal rights and unequal incomes creates

tensions between the political principles of

democracy and the economic principles of

capitahsm (5, p. vii).

The political tension between equality and minimum
guarantee will continue to be resolved in favor of the

minimum guarantee for some time to come. But again,

a narrow focus on defining this minimum and finding

efficient mechanisms to guarantee it places unnecessary

constraints on a comprehensive food policy analysis.

ENTITLEMENT VERSUS UTILIZATION

Early food programs contained fairly precise defini-

tions of what participants in various income/household

groups were entitled to. Utilization of that entitlement was

left to be worked out jointly between local administrative

procedure and participant initiative. Two problems became
obvious quickly. First, local administrative procedures in

many areas were not designed in good faith to foster

maximum participation by the entitled population.

Second, a complex set of social, cultural, economic, and

health characteristics of entitled households frequently

prevented their use of program benefits even with good
faith in program design and administration. The so-called

hunger lobby consistently has found it necessary to bring

court action to achieve mandated outreach efforts de-

signed to advertise benefits to raise a surprisingly low

participation/entitlement ratio for most U.S. food aid pro-

grams.

In a social system as complicated and diverse as that

of the United States, equity is not met by legal access. If

it were, Kermit Gordon's capitalism democracy tensions

would have been resolved long ago. But outreach programs

as a means to achieve equitable utilization of food aid

benefits force food policy analysis down a very slippery

path. At the end is the most micro equity question with
perhaps the broadest philosophical overtones.

CONSUMER SOVEREIGNTY VERSUS
MANDATED CONSUMPTION

The American economic system of mixed capitalism

relies very heavily on consumer sovereignty to decide what
is sold and, within the income distribution, to whom. Any-
body who analyzes household level consumption data

comes away impressed by the enormous diversity of con-

sumption bundles even within a given income class. The
principle that consumers should be free to choose how to

spend their ovra (after tax) income is fundamental to our

economic system. Consumer sovereignty is thought by
many to be the basis of political democracy as well. The
premise that consumer preferences are in fact determined

by corporate advertising, or that important commodities

such as gasohne or meat should be rationed, has imme-
diate economic and political imphcations.

An obvious dilemma is posed when public assistance

programs attempt to mandate consumption patterns

through program-provided benefits. Food Stamps, the

School Lunch Program, and the WIC (Women, Infants,

Children) feeding program are obvious examples of at-

tempts by society to change the poor's spending pat-

terns by legal mandate. This method is the logical end

point of a concern for utiUzation of benefits relative to

entitlement. Providing knowledge about a program does

not guarantee participation in the program. Guaranteeing

such participation requires a legal mandate that will force

participation. Any outreach plan wdth legally mandated
rates of participation required to demonstrate execution

in good faith must face this dilemma.

The dilemma internal to each program is the extent of

mandated consumption from program income. Is it equit-

able to force poor people to buy more food than they

want? The standard response is to argue that nutrition

education is needed to show the poor how important the

extra food is for nutritional well-being, but without a suc-

cessful educational program mandated food consumption

is necessary. Yet the equity question will not go away
because there is also widespread agreement that the more
affluent consumers in the United States need nutrition

education to divert them from a diet high in fat, choles-

terol, sugar, and calories, one that is probably significantly

damaging their health. In the absence of voluntary change

from such unhealthy diets, should not food consumption

patterns for these more affluent Americans be mandated?

Maintaining an open food policy perspective for

analysis in the face of so many dichotomous issues will be

no easy task, but it is important not to start with a partial

agenda. There is no harm in starting on a piece of it. The

important thing is to understand where that piece fits in

the broader scheme of things. Figure 2 attempts to sum-

marize the five levels of issues just presented and to show
how the pieces fit together.
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FIGURE 2

LEVELS OF EQUITY ISSUES IN THE U.S. FOOD
SYSTEM

INTERNATIONAL vs. DOMESTIC

POLICY vs. PROGRAM

EQUALITY vs. MINIMUM

ENTITLEMENT vs. UTILIZATION

CONSUMER MANDATED
SOVEREIGNTY " CONSUMPTION

A RESEARCH AGENDA

A new USDA food policy research unit should have

the advantage of a clean slate. If its scope has already been

narrowly defined, the unit should understand that what it

takes as given may in fact be a variable in other policy

analysis. It is important that mechanisms exist so that

analysis at all five levels can be funded, carried out, cri-

ticized, and ultimately integrated into a more compre-

hensive understanding of the U.S. agricultural, food, and
nutrition system. In this spirit, the five issue levels sug-

gest research questions that can be broadly put as

follows:

• What are the Unkages between the world food

economy and the U.S. domestic food economy?
Does the direction of causation along these

Mnkages reverse in times of surplus and scarcity?

What are the income distribution, food con-

sumption, and nutritional impUcations of the

linkages in both environments?

• What is the impact of U.S. agricultural price policy

on income distribution, food consumption, and

the nutritional status of the poor? Are supplement-

ary food aid programs effective and efficient ways

to handle the nutritional problems that emerge?

Would supplementary programs aimed at farm in-

come directly in the context of significantly lower

farm gate prices be more effective?

• Can minimum standards for food programs be de-

fined that reconcile the major philosophical dif-

ferences between participants' need for dignity and

taxpayers' concerns for program costs?

• What are the social, cultural, economic, and health

factors that prevent participants' use of existing

programs? What administrative procedures need to

be redesigned to foster access? What kinds of out-

reach programs are effective in bringing needy

citizens into the programs without costing more
money than the benefits themselves are worth?

• How do the poor spend their money? What causes

purchase of inadequate diets? How do their ex-

penditure patterns change when prices and incomes

change? Does the source of income make a differ-

ence? How expensive is it to enforce mandated
consumption patterns? Is there any nutritional

impact either way?
Fortunately it is my task to ask questions rather than

to provide answers. A broad food policy perspective is

new to both Washington and academia, and the breadth of

the agenda reflects this. The pohcymaking process goes on

whether we provide answers or not. What brings us to-

gether and, I hope, will send us off, is a shared determina-

tion that the answers from good policy research will make
for better policy.
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PROBLEMS WITH THE BENCHMARKS:
POVERTY AND THE THRIFTY FOOD PLAN

By Thomas A. Stucker, Mike Belongia and Robert Rizek*

ABSTRACT

Benchmarks are often used in domestic food programs as guidelines for determining the existence and

degree of need. The equity achieved in program operation can thus be affected by the benchmark

criteria. The two primary factors in determining food aid program benefits are the quantity arid kind

of food needed, and the economic ability to obtain and consume this food. The Thrifty Food Plan

and the "poverty level" are now used as the guidelines for these factors. Other methods which are

technically more precise might be found, but these seem appropriate given the many forces which

affect program results.

KEYWORDS: Benchmarks, program equity, poverty level. Thrifty Food Plan, Food Stamp Program.

INTRODUCTION

Judgments relating to the effectiveness and equity of

Government programs are often made on the basis of

"benchmarks." These reference points serve as guides in

the design and evaluation of programs. The measures

adopted as the benchmarks for equitable distribution of

food aid in the United States can be improved. We all

know this; and it does not reflect negatively on the work

done up to this time to state it. Our welfare programs are

continually being changed and adjusted to better meet

policy goals. These may be existing goals or new goals.

But the fact that goals do change (at least in relative

importance) imphes that program changes are often also

desirable. The question is whether the costs of adopting

such changes will outweigh the benefits.

Program shortcomings are often widely recognized and

exposed to the pubUc as areas in which change is needed.

The problem, of course, is in specifying workable improve-

ments. The largest program for distributing food aid—the

$5 billion per year Food Stamp Program serving 15-20

million participants annually — may be used as an exam-

ple. In this program, benefits are based on "objective"

criteria, such as household size and income status. But

these "objective" criteria are defined rather subjectively

over time as the program evolves to meet new or chang-

ing policy goals.

Consider the wealth constraint included in the new
Food Stamp Act. This constraint is applied objectively to

all participants, but the level at which it was set is a some-

what subjective decision of the Congress. If, for example,

policy goals change, program participants may be allowed

to hold more (or less) property in the future.

The criteria levels used as benchmarks for equity in

Government food aid programs are based on the relation-

ship of household purchase needs to household purchasing

power. Two types of "equity" then might be defined. The

first aspect is the vertical shift of program participants'

food purchasing power. Program benefits increase the

recipients' capability to obtain food up to levels achieved

by nonparticipants vnth higher income. This gain, in turn,

increases the societal equity in food distribution and con-

sumption.

*Thomas Stucker and Mike Belongia are agricultural

economists in the Economics, Statistics, and Cooperatives

Service, and Robert Rizek is an agricultural economist
vnth the Science and Education Administration, U.S. De-
partment of Agriculture.
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The second aspect of equity relates to "horizontal

equity"—the equal treatment of equals. This aspect is

important in ensuring that program benefits are distributed

equitably; that is, that equal benefits are made available to

those equally needy. An important related point, and one

that contributes greatly to the legislative complexity, is

the development of program rules vi'hich make equitable

adjustments in benefits for valid differences in recipients'

circumstances. An example here might be adjustments for

higher food costs because of geographic location.

The purpose of this article is to cast a critical eye at

the benchmarks used for determining program benefits.

This report is not the result of research testing. Instead,

we review the benchmarks now in use and their qualities —
both good and bad. Some new and some old questions

about their ability to generate socially acceptable levels

of program equity will be raised.

THE BENCHMARKS

A number of criteria and related benchmarks exist

for determining food aid program benefits. As stated pre-

viously, the two overriding factors are: (1) the quantity

and kind of food needed, and (2) the economic ability

to obtain and consume this food. These two theoretical

concepts are ultimately distilled down to two measurable

factors: (1) the cost of food to meet nutritional needs for

the household members, and (2) the household's income.

The aim of current food aid programs is to adjust

benefits so that the amount of aid grows as household

abihty to meet food needs decHnes. The two benchmarks

used in the determination of the food stamp allotment are

the Thrifty Food Plan and the poverty level.

THE THRIFTY FOOD PLAN

The Thrifty Food Plan is the current basis for the food

stamp allotment. It is the least costly of four family food

plans developed by the Agricultural Research Service

(ARS) in 1974-75 (3)} As with the more costly plans, the

Thrifty Plan specifies the amounts of foods, in terms of 15

food groups, the family members might be expected to use.

Amounts of food are suggested separately for men, women,
and children of different ages— 14 sex-age categories—to

meet the Recommended Dietary Allowances (RDA's)

estabMshed by the National Academy of Sciences.

A constrained optimization model was used to specify

the food item menus that are most like average food con-

sumption of persons in households with relatively low food

costs^ and that meet the RDA's at a given cost.^ In this

^ ARS is nowipartof the Science and Education Admin-
istration. Italicized numbers m parentheses refer to items

in References at the end of this article.

^The households selected as a basis for consumption

patterns for the Thrifty Plan used food valued at or

shghtly above the cost of the Economy Food Plan. Their

median income was $5,190 in 1964.

model, conformity to existing food consumption patterns

is treated as a measure of palatabihty of diet.

The cost of food in the plan for each of the 14 sex-age

categories is estimated monthly. Cost estimates for the

sex-age categories, with economy of scale factors, can be

used to estimate cost of the food plan for a family of any

size and sex-age composition.

The Economy Food Plan, which preceded the Thrifty

Plan, was used as the basis for the food stamp allotment

when the program was begun in the sixties and until the

Thrifty Food Plan was adopted for use in January 1976.

In 1975, a Federal Court decision (Rodway versus USDA)
ruled that allotments under the Economy Food Plan were

not sufficient to maintain adequate diets and that the

allotment ignored easily measured differences in house-

hold characteristics, such as the sex and age of the house-

hold members. It is significant to note here that the

courts are a very important policymaking body and they

often have a significant effect on policies which are imple-

mented.

In responding to the court decision (6, 7), USDA of-

ficials used the Thrifty Food Plan—the new food plan

developed to meet the 1974 Recommended Dietary Allow-

ance and replace the Economy Food Plan—as the basis

for three alternate proposals for setting the food stamp

allotment. In two of them, individual allotments would

be used to represent the cost of the food according to the

sex and age of household members. These two proposals

were overwhelmingly rejected by poHcymakers primarily

on claims that they reduced benefits for aged persons and

households with small children. They were administrative-

ly complex, expensive, and error-prone. Thus, potentially

more equity with respect to meeting food needs was

rejected in favor of other goals. The use of uniform allot-

ments for households of the same size was continued.

A food plan making allotments specific to household

composition is available, but it is not being used. The allot-

ment is based on the cost of the Thrifty Food Plan for a

specific four-person household. Adjustments are made for

household size, and economies of scale in buying and using

food are considered.

Approaches to estimating a household's food needs,

other than using the total cost of the food plan for family

members, might be considered. The use of adult equi-

valent scales has long been suggested in the hterature as

a method of more closely estimating a household's food

needs (i). Salathe and Buse, for example, have developed

an alternate theoretical approach for estimating adult

equivalent scales for foods (4). Household consumption

needs are estimated based on a standard consuming unit,

often an adult male. Other household members are ex-

pressed in some fractional equivalent of this adult. Use of

^ Costs are for total food needs, assuming that all food

is prepared at home. They allow for some coffee, tea, and

other food accessories; but not for tobacco or any non-

food items purchased at the grocery store. They allow for

a minimum of food waste in the home.
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such scales for individualizing household allotments would

likely result in relatively lower benefits for elderly per-

sons and households with young children and, therefore,

meet with resistance similar to that in 1975.

While no one can assess exactly how well an allot-

ment based on the Thrifty Food Plan has met its stated

goals, theory and application both indicate that the use of

national averages in determining which foods comprise

the sample menu does not account explicitly for differ-

ences in tastes and preferences. This has important impli-

cations. Differences in eating habits of people wath various

ethnic and cultural backgrounds make it virtually impos-

sible to tailor program benefits to particular groups. In

fact, doing so would contradict the goal of horizontal

equity in one sense. People with equal economic status

would no longer be treated equally because of a perceived

difference in need. The current system based on national

averages is perhaps the only "fair" method here.

What about interregional differences in the costs of

food? As previously, noted, the current program does not

account for such differences in the contiguous States.

The Bureau of Labor Statistics, U.S. Department of Com-
merce, pubhshes food price data for 23 major metropoli-

tan areas on a monthly basis. Similar data could provide

a basis for further fine-tuning of benefits distribution ac-

cording to the regional cost of the Thrifty Food Plan. But

would such a scheme be a practical improvement? The
price data show considerable interregional variation for

selected food items. But due to the regional character-

istics of food production, the differences are not con-

sistent over all foods; that is, they are partially offsetting.

A market basket approach might capture interregional

differences, but obviously the weighting scheme used

would be crucial. Presumably it would require knowledge

and use of regional market baskets. Thus, benefits could

be distributed more equitably among regions."* However,

even regional differences in deductions and benefits would
not eliminate the intraregional (rural versus urban) differ-

ences. The answer lies in assessing the benefits versus the

costs of such a change.

The questions raised regarding the cost benchmark—
the Thrifty Food Plan—have been shown to be approach-

able in the technical sense. In most cases the program
rules could be made more precise—to more nearly match
individual household needs—but that would not neces-

sarily be the optimum strategy. The decisionmakers would
need more cost and benefit estimates for consideration of

such changes.

Some states have taken it upon themselves to supple-
ment welfare benefits, but the lowest benefit levels still

tend to be in those States with the greatest concentration
of poverty (according to the national average poverty
line).

PURCHASING POWER

Income is, of course, the accepted measure of purchas-

ing power. Although linking benefits to income causes

problems with factors such as the creation of work dis-

incentives, it is the best knowledge 've have of household

resource availability. Aid programs, nowever, must be

keyed to some threshold income level below which aid

will be supplied. This level has its origin in a determina-

tion from the Department of Agriculture's 1955 survey of

food consumption. In that survey, families of three or

more persons spent approximately one-third of their in-

come on food. The "poverty level" for such families was

set at three times the cost of the Economy Food Plan; in

other words, the level which would allow households to

spend one-third of their income for a low-cost diet. "For

smaller families and persons living alone, the cost of the

Economy Food Plan was multiplied by factors that were

slightly higher in order to compensate for the relatively

larger fixed expenses of the smaller households" (6). The
poverty thresholds are updated annually to adjust for

cost-of-Hving changes as measured by the Consumer Price

Index (7). Of course, since the CPI is based on a market

basket approach for a specific group (city wage earners

and clerical workers), it likely does not represent real

changes in the cost of living for most persons. The poverty

income line was drawn at $5,815 in 1976 for a nonfarm
family of four. For the period ending April 1978, the

income poverty level for a family of four is $5,850 per

year.

As noted, to specify this threshold income in an

equitable manner for all households, several things must
be known. These include such factors as the number of

persons dependent on this income and justifiable deduc-

tions from income. Such deductions are intended to

adjust to a net income considered minimal for eligibility.

Examples which illustrate such "fine-tuning" may be

found in the new Food Stamp Program. Eligibility for

that program is based on the nonfarm Federal Poverty

Guidelines set by the Office of Management and Budget.

In calculating net income for food stamp purposes, a

certain amount of the household's income is simply not

counted (excluded), and then certain allowable house-

hold expenses are deducted.

A standard deduction of $60 per month will be

allowed for each household. (This may be adjusted in

certain areas: Alaska, Hawaii, Guam, Puerto Rico, and

the Virgin Islands of the United States.) The standard

deduction is adjusted semiannually to reflect changes in

the CPI for items other than food. Households with

earned income are allowed an additional deduction of

20 percent of all earned income. Also a maximum deduc-

tion of actual dependent care and excess shelter costs is

allowed.

The standard deduction of $60 per household seems

as though it would not affect the equity status among
those in the program. But, in fact, it does, because item-

ized deductions were previously used. Also, it can be
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adjusted in certain regions. However, the real impact of

the standard deduction is that benefits are adjusted for

program participants, over time, so as to maintain their

purchasing power for items other than food. This helps

prevent a shift from expenditures for food as the cost of

nonfood items increases.

The earned income deduction allows households an

additional deduction equal to 20 percent of their earned

income. This deduction is compensation for work-related

expenses such as taxes, other mandatory deductions from

salary, and costs which would not be incurred if the per-

son were unemployed. Use of a constant percentage

deduction implies greater absolute deductions for those

with higher incomes. Also, a constant 20 percent figure by

no means relates to actual work-related expenses.

In contrast, the dependent care deduction and excess

shelter expense deduction are based on actual costs up to

certain hmits. Certainly, some work-related costs are diffi-

cult to estimate. Travel to and from the place of employ-

ment in an owned car is an example. But some closer esti-

mate than a constant percentage for all households with

income is possible, if not necessarily feasible.

The wealth constraint was developed largely because

of public criticisms of participants who allocated their

cash to nonfood items while accepting food aid. This is an

equity issue, but it is also a moral issue as to what con-

straints, if any, should accompany the provision and use of

pubhc assistance.

CONCLUSIONS

In general, methods which are technically more pre-

cise could be used for establishing program eligibility and

benefit levels, although the tools and methods now used

seem relatively precise considering the many forces affect-

ing program results. Whether such refinements would

significantly improve program operation and results is not

knovm. To estaWish whether such possibilities exist, the

Congress included in the 1977 Food and Agriculture Act

provisions for research to help improve the administration

and effectiveness of the Food Stamp Program.

Potential improvements in the benchmarks may be at

hand. The 1977-78 Nationwide Food Consumption Sur-

vey will provide new information on the impact of the

Food Stamp Program on food consumption, food expen-

ditures, and nutritional quahty of diets. For example,

these data will help us learn how many food stamp house-

holds achieve diets that meet various nutritional criteria

compared with households that are eligible but do not

participate in the program and households that are at

higher economic levels. USDA's Human Nutrition Center

will revise the Thrifty Food Plan using food consumption

and food price data from the 1977-78 survey and nutri-

tional goals based on the 1979 edition of the Recom-
mended Dietary Allowances and recommendations of the

National Academy of Sciences with respect to certain

dietary substances not covered by the RDA's. Presumably,

the food stamp allotment will be adjusted to reflect any
changes in the cost of the revised food plan.
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FOOD PURCHASING AS AN INDICATOR OF WELFARE STATUS

By Larry Salathe and Rueben Buse*

ABSTRACT

Equivalent income thresholds were estimated for households varying by size and composition and

geographical location. These thresholds provide levels of income alternative households would require

to obtain the same level of general welfare. In this study, households spending equal fractions of their

income on food were assumed to be on the average equally well off. The estimated equivalent income

thresholds are based upon observed household food expenditure behavior. These equivalent income

thresholds provide benchmarks by which welfare benefits may be distributed equitably between

eligible households.

KEYWORDS: Equity, food expenditures, household income, household size and composition, wel-

fare benefits.

The U.S. Department of Health, Education and Wel-

fare estimates that a household of 4 would need an income

of $5,850 to reach the so-called poverty threshold in

1977. All too often, households with income below this

poverty threshold are considered poor, while households

with income above this threshold are not considered poor.

However, it seems obvious that a household of 4 living on

$5,850 in Harlem is poorer than a household of 2 living on
the same money income in rural Mississippi. Thus, if we
hope to distribute equitably welfare program benefits

among the poor, we must first determine levels of income
which typify equivalent levels of poverty for households

in different circumstances. However, before these levels of

income can be derived, a measure of general welfare is

required that can be used to compare the economic well-

being of different households.

Extensive analyses of household consumption and
expenditures dating back over more than a century have

provided a variety of measures for general welfare. These

include the adequacy of diets, the proportion of income
spent on various categories of goods, and the proportion

of income saved.

The proportion of income spent on food has been

used extensively by economists as a measure of the gen-

eral welfare of households. For example, the U.S. Depart-

ment of Labor's Statistics (BLS), and Orshansky, Watts,

and Wetzler all used the proportion of income spent on

food as the basis for deriving equivalent income thres-

holds for different households (9, 4, 7, 8)} The basic as-

sumption implied is that households who spend equal

fractions of their income on food are, on the average,

equally well off. Given that the proportion of household

income spent on food adequately measures the general

welfare of households, we then must determine the impact

of household characteristics on the proportion of house-

hold income spent on food.

REVIEW OF LITERATURE

In 1965, Orshansky estimated equivalent income

thresholds for various households varying by size (4).

These thresholds were derived from food budgets pro-

* Larry Salathe is an agricultural economist in the Eco-

nomics, Statistics, and Cooperatives Service and Rueben
Buse is a professor of agricultural economics at the Uni-

versity of Wisconsin-Madison. Financial support for this

research was provided by the former Economic Research

Service (now part of ESCS) and by the University of Wis-

consin Agricultural Experiment Station under project No.

1457.

^ Italicized numbers in parentheses refer to items in

References at the end of this article.
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viding adequate nutrition for alternative household sizes.

These budgets were priced out and multiplied by three,

on the grounds that a poor household typically spends

as much as a third of its income on food. As pointed out

by Wetzler and others, this approach tries to make a

comparison of welfare which is based on an opinion of

physical food needs rather than on the actual market

behavior of households (8). Thus, this approach assumes

economies of size do not exist for food.

An alternative approach is to develop equivalent in-

come thresholds based on actual market behavior. In

1968, the Bureau of Labor Statistics estimated equi-

valent income thresholds for urban households based upon
their size and composition from data contained in the

1960-61 BLS Consumer Expenditure Survey (9). House-

holds were grouped into various categories depending on

size and composition and household food expenditures

were assumed to be related mathematically to household

income as follows: Ei = KiYiVi, where Ei is the average ex-

penditure on food by households in the ith group, Yi is

the average income of households in the ith group, and

Ki is a constant term which is assumed to vary between

household groups. The BLS approach assumes for all

household groups the food income expenditure elasticity

equals 0.5. Although BLS analysts attempted to test the

validity of this assumption, their approach assumes a very

simple household food expenditure relationship.

Using this assumed mathematical relationship between

household food expenditures and income, BLS analysts

then computed the ratio of household income for house-

hold types / and / (Yi/Yj) so that both household types

spent the same proportion of their income on food. This

ratio was assumed to measure the relative change in in-

come between household types i and /, which yielded

equivalent levels of income for these two households.

For example, assume this calculated ratio turned out

to be 1 .5, when comparing a household consisting of a

middle-aged couple and a child aged 15 with a base house-

hold consisting of an adult male. This result would imply

that the first household would need 1 .5 times more in-

come to reach the equivalent income threshold defined

for the second household. Thus, if the poverty line is

assumed to equal $3,000 for households consisting of an

adult male, the corresponding poverty line for the 3-person

household would equal $4,500.

The BLS approach for estimating equivalent income

thresholds has some shortcomings. Consider two house-

holds wherein the first has a larger income and spends a

smaller share of its income on food than the second.

Using the BLS approach, we would conclude that the

first household is "better off." However, if both house-

holds had the same level of income, it is conceivable that

the first household could spend a larger share of its in-

come on food than would the second. In this case, the

BLS approach would have us conclude that the first

household is "worse off than the second.

This potential contradiction in results stems from

the failure of BLS to control for the impact of household

income. For example, in the 1968 BLS report, the cal-

culated equivalent income threshold was higher for a

household consisting of a husband, wife, and child 16-17

years of age than for a household of a husband, wife, and
child 18 years or over. The BLS explanation of this result

is as follows. A "study of the food-income relationship for

these (households) groups suggests that although average

food expenditures continue to rise for the 18-and-over

type, incomes rise faster."

Thus, even though food expenditures are higher for

the household vwth an 18-year-old child, its equivalent

income threshold is lower than for a household consisting

of a husband, wife, and a child 16-17 years of age. If wel-

fare benefits are distributed based on these scales, wel-

fare payments to the household with the 18-year-old or

older child wall be less than that for the other household

even though food expenditures are higher for the first

household. The result is annoying to say the least, as the

proportion of income spent on food is used to compare

the general welfare of different households.

Another shortcoming of the BLS approach is the fail-

ure to estimate the influence of socioeconomic and demo-

graphic characteristics on the amount of household in-

come spent on food. This shortcoming prompted Watts in

1967 to estimate equivalent income thresholds for house-

holds in different geographical locations (7). The esti-

mated differences in the income thresholds by geographi-

cal location were mainly assumed to reflect price discrep-

ancies. The principal shortcoming of the Watts approach

is the failure to estimate the impact of household compo-

sition on the equivalent income thresholds. We now report

on an alternative procedure for estimating equivalent in-

come thresholds.

AN ALTERNATE APPROACH

THE DATA

Our data consist of the spring portion of the 1965

USDA Household Food Consumption Survey (HFCS), in

which 7,532 households were interviewed. The inter-

viewer recorded the cost of food used at home during the

7 days preceding the interview as well as a count of meals

eaten at home and away from home for each household

member. Data were also collected on household character-

istics, including age and sex of each member; race, educa-

tion, and employment status of the female head; and geo-

graphical location. Household after-tax income was

recorded for both 1964 and 1965.

EMPIRICAL MODEL

Estimation of the impact of household composition

on household food expenditures is quite cumbersome,

which probably explains why many economists have

ignored this relationship. One method of measurement is

through the estimation of adult-equivalent scales. In es-

sence, they are indices that specify the impact a particular
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member has on household food expenditures as a per-

centage of the impact on household food expenditures

caused by a "standard" or "base" person. The adult male

is usually chosen as the "base" individual and his scale

value is set equal to 1.0. Hence, the name adult equivalent

scale. The number of adult equivalents is defined as the

sum of the adult-equivalent scale values for all household

members. If the age and sex composition of households is

important in explaining household food purchases, the

number of adult equivalents in the household wall not

only depend on household size, but also on the age and

sex of members.

As indicated earlier, household expenditures on food

are also likely to be affected by geographical location.

The main (but not necessarily only) difference in house-

hold food expenditures across geographical locations is

probably due to price discrepancies. Higher food prices in

one region compared with another increase the amount of

income the household in the higher priced region must

spend to obtain the same bundle of food commodities.

Such additional income would depend on the cost of the

food budget which, in turn, is also related to the house-

hold's size and composition.

Household food expenditures may also be affected by

such factors as the race, educational level and employ-

ment status of the household head. The 1965 USDA
HFCS, the most recent comprehensive data available at

this time, provided data on these factors for the female

head of the household. (See (2) for a more indepth

description of the empirical model.)

RESULTS

Regression techniques were used to estimate the in-

fluence of household size and composition, household in-

come, geographical location, and other factors on house-

hold food expenditures. The estimated adult-equivalent

scale for food, presented in figure 1, indicates that house-

hold food expenditures increase with the age of the chil-

dren. Holding age constant, females have less effect on

FIGURE 1

ESTIMATED ADULT EQUIVALENT SCALE
FOR FOOD
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food expenditures than males. Holding sex constant, mid-

dle-aged persons have more impact on food expenditures

than the elderly.

Given the size and age/sex composition of the house-

hold, the number of adult equivalents can be calculated by

summing the adult-equivalent scale values across all house-

hold members (table 1). Obviously, the number of adult

Table 1—Adult equivalents by household type

Household type' Adult equivalent

Adult male (20-25) 1.00

Adult female (20-55) .77

Elderly male (75+) .78

Elderly female (75+) .49

Two person

Adult male (20-55), adult female (20-55) 1.77

Elderly male (75+), elderly female (75+) 1.27

Onp narpnt 00-5 rhilrl (\ fl^ 1.58

Three person

Adult male (20-55), adult female (20-55),

child (0) 2.21

Adult male (20-55), adult female (20-55),

child (10) 2.46

One parent (20-55), two children (10) 2.28

Four person

Adult male (20-55), adult female (20'-55),

two children (5) 2.87

Adult male (20-55), adult female (20-55),

two children (10) 3.16

Adult male (20-55), adult female (20-55),

two children (15) 3.42

One parent (20-55), three children (10) 2.97

Five person

Adult male (20-55), adult female (20-55),

three children (5) 3.42

Adult male (20-55), adult female (20-55),

three children (10) 3.86

Adult male (20-55), adult female (20-55),

three children (15) 4.25

One parent, four children (10) 3.67

Seven person

Adult male (20-55), adult female (20-55),

five children (5) 4.52

Adult male (20-55), adult female (20-55),

five children (10) 5.25

Adult male (20-55), adult female (20-55),

five children (15) 5.90

One parent, six children (10) 5.06

Ten person

Adult male (20-55), adult female (20-55),

eight children (5) 6.17

Adult male (20-55), adult female (20-55),

eight children (10) 7.34

Adult male (20-55), adult female (20-55),

eight children (15) 8.38

One parent, nine children (10) 7.15

10 20 30 40 50 60 70 80

AGE

* The numbers in parentheses denote the age or average age
of person(s) for a given household type. For children and parents
for which sex is not given, we derived the scales by averaging
the scales values for males and females at the age given in paren-
theses.
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equivalents increases with household size and average age

of children.

Having estimated the relationship between household

food expenditures and household income, size and com-

position, geographical location, and other variables, we can

now predict the proportion of income spent on food by

various households. This proportion is not independent of

household income. Obviously, on the average, households

with high income spend a lower proportion of their in-

come on food than do those wdth low income. As our

focus is on the distribution of welfare benefits, we se-

lected a numerical value for the proportion of household

income spent on food that represented households at the

poverty line. A review of Hterature on identifying the poor

revealed that the most widely accepted value is 30 per-

cent. Many economists may quarrel with this selection.

However, the results presented earlier may be used to

derive equivalent income thresholds for alternative house-

households based on any specified value for the propor-

tion of income spent on food.

Equivalent income thresholds for households depend-

ing upon their size and composition and geographical loca-

tion were derived (table 2). Thresholds in table 2 denote

the amount of after-tax income in 1 965 a given household

Table 2-Estiinated equivalent income (after taxes) thresholds, for household types, by region and urbanization, 1965

Household type*

Urban Rural nonfarm Rural farm

North

east

North-

Central
South West

North-

East

North-

Central
South West

North-

east

North-

Central
South West

Dollars
One person

Adult msle' 2,372 2,098 2,090 2,284 2,346 2,072 2,063 2,257 2,470 2,196 2,188 2,382

Adult femflle 1,943 1,730 1,726 1,879 1,925 1,713 1,708 1,861 2,021 1,809 1,804 1,957

EJderly msle 1 QJiO
1 ,yoz 1 lAl 1 7401 1 fiOA

1 ,<570 1,728 1,724 7 f\A 1 1 fi7A 1 fi'} 1

Elderly female 1,416 1,280 1,278 1,378 1,406 1,270 1,269 1,368 1,467 1,331 1,330 1,429

Two persons
A H 1 1 1 1 mqIp- afliilt XP-m3 1

p

3,781 3,308 3,279 3,596 3,716 3,243 3,214 3,531 3,938 3,465 3,436 3,753

HilKKiiy iiidjc, cluciiy icilloic 2,871 2,526 2,512 2,751 2,833 2,487 2,474 2,713 2,991 2,646 2,632 2,872

3,437 3,012 2,989 3,278 3,383 2,958 2,935 3,224 3,581 3,156 3,134 3,422

Three persons

4,138 4,516AHiilt mnip sfliilt fprnnlp pfiilfl ((W 3,905 3,858 4 237 4 769 4,1 85

Adult male, adult female, child (10) 5,010 4,365 4,307 4,716 4,896 4,251 4,193 4^602 5^205 4^562 4^504 4512
One parent, two children (10) 4,692 4,092 4,043 4,429 4,593 3,992 3,943 4,329 4,879 4,280 4,230 4,616

Four person!

Arliilt mnlp aHiilt fpmalp twrt

children (5) 5,724 4,982 4,902 5,355 5,575 4,832 4,752 5,206 5,936 5,196 5,116 5,569

Adult m^le ndult female two
children (10) 6,222 5,412 5,314 5,796 6,045 5,235 5,137 5,618 6,444 5,637 5,539 6,019

Adult male adult female two
children (15) 6,663 5,795 5,679 6,182 6,460 5,590 5,474 5,978 6,892 6,026 5,910 6,413

One parent, three children (10) 5,896 5,131 5,045 5,508 5,738 4,972 4,886 5,350 6,113 5,349 5,263 5,726

Five person:

Adult male, adult female, three

children (5) 6,663 5,795 5,679 6,182 6,460 5,590 5,474 5,978 6,892 6,026 5,910 6,413

Adult male, adult female, three

children (10) 7,382 6,418 6,270 6,804 7,130 6,164 6,015 6,551 7,619 6,657 6,509 7,042

Adult male, adult female, three

children (15) 8,039 6,989 6,807 7,363 7,737 6,684 6,501 7,059 8,278 7,230 7,048 7,603

One parent, four children (10) 7,083 6,158 6,024 6,547 6,852 5,926 5,790 6,315 7,317 6,395 6,260 6,782

Seven person:

Adult male, adult female, five

children (5) 8,476 7,370 7,162 7,729 8,137 7,027 6,819 7,388 8,714 7,610 7,402 7,968

Adult male, adult female, five

children (10) 9,630 8,377 8,092 8,675 9,181 7,923 7,637 8,221 9,855 8,604 8,320 8,901

Adult male, adult female, five

children (15) 10,624 9,248 8,884 9,460 10,062 8,680 8,314 8,893 10,825 9,451 9,088 9,663

One parent, six children (10) 9,333 8,118 7,854 8,435 8,914 7,694 7,430 8,013 9,563 8,350 8,087 8,666

Ten person:

Adult male, adult female, eight

children (5) 1 1 ,027 9,602 9,202 9,771 10,415 8,892 8,580 9,152 11,215 9,792 9,393 9,960

Adult male, adult female, eight

children (10) 12,709 11,086 10,508 11,006 11,851 10,215 9,632 10,134 12,814 11,192 10,615 11,112

Adult male, adult female, eight

children (15) 14,112 12,333 11,566 11,947 12,995 11,917 10,422 10,807 14,108 12,329 11,562 11,943

One parent, nine children (10) 12,443 10,851 10,304 10,818 11,628 10,024 9,473 9,990 12,564 10,973 10,427 10,940

' The numbers in parentheses denote the age or average age of person(s) for a given household type. For children and parents for which sex is not given, we

derived the scales by averaging the scale values for males and females at the age given in parentheses.
* Adult refers to a person 20-55 years of age. Elderly . refers to a person 75 years of age or older.

66



would require to reach the poverty line, assuming all

meals are consumed at home.^ Normal caveats are appli-

cable when interpreting these results. The equivalent

income thresholds were generated for specific types of

households by geographical location from average dif-

ferences found in household food expenditure behavior.

Therefore, they may not totally measure the income speci-

fic households might require to reach the poverty thres-

hold.

Notice the estimated equivalent income thresholds

vary significantly, depending on not only the household's

size, but its composition and geographical location. For

example, for a four-person household consisting of a

married middle-aged couple and two children averaging

5 years of age, the figure was $5,724, compared with

$6,663 for a four-person household consisting of a mar-

ried middle-aged couple and two children averaging 15

years of age, if both households are in the urban North-

east. As demonstrated in figure 2, the equivalent income

FIGURE 2

EQUIVALENT INCOME THRESHOLDS FOR
URBAN HOUSEHOLDS
By Region and Number of Adult Equivalents

POVERTY INCOME THRESHOLD ($ THOUS.)

ADULT EQUIVALENTS

As race, education level, and employment status of
the household's female head affect household food ex-

penditures, these factors also affect the equivalent in-

come threshold. In table 2 the calculated income thres-

holds were determined for households whose female head
was white, had zero to 8 years of education and was not
employed outside the home.

thresholds increase at a diminishing rate as the number
of adult equivalents increase for each geographical

location.

For example, the equivalent income threshold for a

household in the urban Northeast with one adult male

(one adult equivalent) was $2,372, compared with

$4,586 for a household living in the same location con-

taining an adult male, adult female, and newborn baby

(2.21 adult equivalents). In this example, the number
of adult equivalents increased by a factor of 2.21 ; how-

ever, the equivalent income threshold increased by 1.93.

The result implies significant economies of size in house-

hold food purchases.

Holding urbanization level constant, the equivalent

income threshold for a specific household type was high-

est in the Northeast and lowest in the South. In addition,

the regional differences in the equivalent income thres-

holds magnified as the number of adult equivalents in the

family increased. For example, the equivalent income

threshold was $274, $282, and $88 greater for an urban

family containing one adult male residing in the North-

east than for that same family residing in the North-

Central Region, South, or West, respectively. However,

the equivalent income threshold was $1 ,050, $1,232, and

$676 greater for an urban household consisting of an

adult male, female, and three children averaging 15 years

of age, residing in the Northeast, than for that same house-

hold in the North-Central Region, South, or West,

respectively.

COMPARISON WITH OTHER STUDIES

BLS has published equivalent income thresholds for

households differing by size and composition, age of house-

hold head, and place of residence (9). These income thres-

holds exclude personal and social security taxes and are

based on 1966 price levels (table 3).

Several comparisons can be made of tables 2 and 3. The
BLS estimated equivalent income thresholds for household

types-husband and wife; husband, wife, 1 child under 6

years; husband, wafe, two children under 6 years—vary only

moderately with those for household types: adult male and
adult female; adult male and female with one child 10
years; and adult male and adult female with two children

of average age 5 years, respectively, given in table 2. How-
ever, for elderly couples, the BLS income thresholds are

higher than those for married couples under 35 years,

which disagrees with the results presented in table 2. This

result is difficult to rationalize, as one would not expect

a retired or elderly couple to have a higher food budget

or even a higher total budget than a married couple under

35 years of age.

The equivalent income thresholds estimated by BLS
changed substanfially vwth the age of the husband, wife,

and children. For example, the equivalent income thres-

hold for a household consisting of a husband and wife un-

der 35 years and two children, the older under 6 years,
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Table 3-BLS estimates of equivalent income thresholds for households differing by size, composition,

and age, autumn 1966^

Urban

^

Rural

Household type North-

east

North-

Central
South West

North-

east

North-

Central
South West

Dollars

One person:

Single person, under 35 years

Single person, 65 years and
over

2,668

2,141

2,574

2,029

2,406

1,903

2,686

2,097

2,510

1,980

2,390

1,850

2,210

1,680

2,450

1,910

Two person:

Husband and wife, under 35

years

Husband and wife, 65. years

and over

3,723

3,892

3,604

3,689

3,367

3,460

3,759

3,813

3,510

3,603

3,340

3,360

3,090

3,051

3,430

3,466

Three person:

Husband and wife, under 35

years, one child under 6

Husband and wife, 35-54 years,

one child, 6-15 years 6,250 6,029

A ^Al

5,636

4,756

6,289

4,440

5,880 5,590

1 u

5,170 5,750

Four person:

Husband and wife, under 35

years, two children, oldest

under 6

Husband and wife, 35-54 years,

two children, oldest 6-15 years

5,485

7,621

5,294

7,352

4,948

6,858

5,521

7,670

5,160

7,166

4,910

6,819

4,540

6,310

5,550

7,008

Five person:

Husband and wife, 35-54 years,

three children, oldest 6-15

years 8,840 8,530 7,973 8,890 8,310 7,910 7,320 8,130

^Excludes gifts and contributions, life insurance, occupational expenses, social security and disability payments, and

personal tips.

^Equivalent income thresholds were derived by averaging the poverty income thresholds for all cities in a given re-

gion for a specified family type.

was $5,485. For a household consisting of a husband and

wife aged 35-54 years, and two children, the oldest 6-15

years old, the figure was $7,621 . It is assumed that both

households reside in the urban Northeast. However,

table 2 suggests that the income threshold increased by

only about $1,000 as the average age of the children in a

four-person household rose for 5 to 15 years. The BLS
estimate also seems high compared with the average in-

come of households which was $6,232 in the 1965

USDA HFCS.

Table 4 contains comparisons of the estimated

equivalent income thresholds for selected household types

from several studies. It is evident that the thresholds we
obtained vary only moderately with those derived by

other researchers. However, in table 4, comparisons are

not in absolute terms and cover few household types. In

addition, the impact of geographical location is also ig-

nored. Thus, some basic differences between the results

may be hidden, as was evident in comparing the results

obtained from our and the BLS approaches.

CONCLUSIONS

The equivalent income thresholds we developed may
be used to determine the eHgibility and amount of wel-

fare payments alternative households should receive if the

objective of welfare program administrators is to distribute

welfare payments equitably. In addition, these thresholds

may be used as benchmarks to determine inequities in

the distribution of welfare program benefits. For example,

consider whether Food Stamp Program benefits are cur-

rently being distributed equitably among eligible house-

holds. Currently, the bonus value of food stamps an

eligible household receives is based on two factors: the

household's income and its size. However, the estimated

equivalent income thresholds we have presented also

vary depending on household composition and geographi-

cal location. Thus, a more equitable distribution of Food

Stamp Program benefits could be attained if the bonus

value of food stamps reflected food price discrepancies

across geographical locations and/or varied depending

on the age/sex composition of household members.
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Table 4-Equivalent income thresholds expressed as percentage of income required by selected four-person households

BLS
This

study,

1965

Nutritive

adequacy

1964^

SSA poverty
WPA

maintenance
6

budget

Adequacy
of diets

1935-36''

USDA Food
Stamp
1977*

Household type 1960-61' 1950^ IDA^ index-

economy
level'

One person 36 50 49 44

Average, adult male and female 35

Two persons

Married couple 60 66 61 64 59 64 67 65 58

Three persons

Married couple, child

6-15

Married couple, boy 13

Married couple, child,

average age 1

0

82 87

81

82 81 78
87

84 78

Four persons:

Married couple, 2 children,

older 6-15

Married couple, boy 13,

gill 8

Married couple, 2 children,

average age 10

100 100

100

100 100 100

100

100 100

Five persons:

Married couple, 3 children,

oldest 6-15

Married couple, boy 13,

gill 8, child 6

Married couple, 3 children,

average age 1

0

116 120

119

116 116 118

114

115 119

U.S. Department of Labor, Bureau of Labor Statistics. "Revised Equivalence Scale for Estimating Equivalent Incomes or Budget Costs by Family Type."
Bull. 1570-2, Wash., D.C., Nov. 1968: age of head 35-54 years. ^"Estimating Equivalent Incomes or Budget Costs by Family Type," Monthly Labor Rev.,

Nov. 1960; age of head 35-54 years. Elliot Wetzler. Determination of Poverty Lines and Equivalent Welfare. Inst. Defense Anal., Res. paper P-277, Sept.

1 966. Based on food-consumption-income relationships for urban families derived by regression analysis of cross-section data from the BLS Survey of Con-
sumer Expenditures, 1960-61. ''Rose Friedman. Poverty, Definition and Perspective. Am. Enterprise Inst, for Public Policy Res., Wash., D.C., Feb. 1965.

Based on 1962 incomes at which nonfarm households of varying sizes achieve nutritive adequacy—where nutritive adequacy is defined as 75 percent of the

families meeting two-thirds of their recommended allowances of the National Research Council. ^Mollie Orshansky. "Counting the Poor: Another Look
at the Poverty Profile." Soc. Security Bull., Jan. 1965, nonfarm families of 3 persons or more classified as poor when their annual money income was less

than 3 times the cost of the USDA economy food plan designed to provide adequate nutrition. Different definition were developed for 1- or 2-person

families. *Lelia M. Easson and Edna C. Wentworth. 'Techniques for Estimating the Cost of Living at the WPA Maintenance Level for Families of Different

Composition." Soc. Security BuU., Mar. 1947. Scales calculated from costs of WPA Maintenance Budget in St. Louis, June 15, 1941, age of head 36-47

years. ^U.S. Department of Labor, Bureau of Labor Statistics. Workers Budgets in the United States: Oty Families and Single Persons . . . 1946 and 1947.

BLS Bull. 927, 1948. Based on percentage of famihes with adequate diets by income, 1935-36. *Based on the maximum net monthly income standards

during Jan. 1, 1977-June 30, 1977.
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NATIONAL VERSUS STATE-LOCAL ELIGIBILITY STANDARDS

By Thomas A. Carlin and Linda M. Ghelfi*

ABSTRACT

Transfers are an important source of income to rural people, and public-assistance income is an

important component of the transfer system. The current welfare system does not work in favor of

rural areas. Thus, most broad-based welfare reform proposals benefit rural areas. Horizontal equity

becomes harder to achieve as one moves away from cash programs for public assistance to jobs-type

programs.

KEYWORDS: Rural areas, rural development, public assistance, welfare reform.

INTRODUCTION

The main theme of the third food policy seminar is the

equitable distribution of food aid benefits. USDA food as-

sistance programs, specifically food stamps (FS), are viewed

as a component of the national public-assistance system

which includes Aid to Families with Dependent Children

(AFDC), Supplemental Security Income (SSI), and other

minor Federal programs (not discussed here). In this article,

we are concerned primarily with horizontal equity as to

the distribution of welfare benefits among families by re-

gion and residence. Horizontal equity, as usually defined

in the welfare literature, means the degree to which all

famiUes of the same size, composition, and income level

are treated equally under program rules. The somewhat
related issue of equitable fiscal relief to States, while a

most critical issue in the current welfare reform debates,

will not be directly addressed in this article.

A RURAL PERSPECTIVE

We approach the topic of equity from a different per-

spective than other speakers at this seminar. We are con-

cerned primarily with the impact of changing welfare

program rules on the distribution of welfare benefits to

rural areas—a rural development perspective. Rural is de-

fined specifically as nonmetropolitan.' There is substan-

tial Hterature on State and regional differences in wel-

fare eligibility standards; specifically with respect to the

AFDC program, and the conomitant distribution of wel-

fare benefits (7, 8).^ Herein, we add an additional array

to these analyses by introducing a residence variable—

where families live within the State or region.

Why should persons concerned with economic and

social conditions in rural areas have an interest in welfare

programs? Public and private transfers (Social Security,

unemployment insurance, public assistance, etc.) are an

important component of U.S. total personal income, and

transfers become more important the more rural an area

is (table 1). While transfer income accounted for 1 1 per-

cent of total personal income in metropolitan areas in

1974, it accounted for 17 percent of personal income

in the most isolated rural counties. In fact, income from

*The authors are agricultural economist and social

science analyst, respectively, with the Income Studies Pro

gram Area, Economic Development Division, Economics,
Statistics, and Cooperatives Service, U.S. Department of

Agriculture.

^ Standard Metropohtan Statistical Areas (SMSA's) in

elude counties containing cities of 50,000 or more inhabi-

tants and counties which are economically and socially in

tegrated with the cities. Counties without these character-

istics are nonmetropolitan. We have used the Office of

Management and Budget's 1973 delineation of counties

as metropolitan or nonmetropolitan.

^Underscored numbers in parentheses refer to items

in References at the end of this article.
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Table 1—Personal income by source and place of residence, 1974

Residence Counties

Source of personal income

Labor
Proprietor

income Property Transfers

Social

insurance

contributions
Total

lotal Farm

Number Billion dollars- -

Metropolitan 612 DuU. o 51.1 6.3 128.7 103.2 18 8-JO.O Qn^ nyVj.\J

Nonmetropolitan 2,485 147.8 36.6 21.8 34.2 36.8 -8.9 246.5

Adjacent to SMSA 191 A 1 A 6.1 2.7 8.9 8.7 AO 1oz. /

Nonadjacent to SMSA 137 29.2 4.4 2.1 5.2 5.4 -L7 42.5

Less urbanized;^

Adjacent to SMSA 564 31.3 8.7 5.3 8.0 8.7 -1.9 54.8

Nonadjacent to SMSA 721 34.1 10.9 7.0 8.3 9.4 -2.2 60.5

Totally rural
:

'

Adjacent to SMSA 246 4.0 1.7 1.1 1.2 1.5 -0.2 8.2

Nonadjacent to SMSA 626 7.8 4.8 3.6 2.6 3.1 -0.5 17.8

' Counties having 20,000 or more urban residents (people living in a place or township of 2,500 or more residents).

^Counties having more than 2,500 but less than 20,000 urban residents.

^Counties having no place with more than 2,500 residents.

Source: Special tabulations of local area personal income data developed by the Bureau of Economic Analysis, U.S.

Department of Commerce.

transfers was larger than proprietors' income from farm-

ing in all but the most isolated rural nonmetropolitan

counties. Food stamps, AFDC, and SSI benefits account-

ed for about 1 1 percent of total transfer income.

In 1975, a larger proportion of welfare program

participants, particularly SSI and Food Stamp reci-

pients, lived in the more rural nonmetropolitan areas of

the United States than was true of the total population

(table 2). Of the total population, 3.3 percent lived in

totally rural counties while these counties contained

4.4 percent of all food stamp recipients and 6.1 percent

of all SSI recipients. This result is consistent with the

observed higher incidence of poverty among the non-

metropohtan population, particularly among the aged.

While nonmetro areas contained 32 percent of all U.S.

famiUes in 1975, 40 percent of all poor families resid-

ed there. We will present data related to this last point

shortly.

THE FEDERAL WELFARE SYSTEM

Let us briefly review the basic characteristics of

the major federal welfare programs. The AFDC pro-

gram (provides benefits to only certain types of fami-

lies) which encourages care of dependent children in

their own homes or homes of relatives. Federal assist-

ance is limited primarily to single-parent families,

mostly mothers with dependent children, to orphaned

or deserted children living with relatives, and, in 27

States, to two-parent families where the father is

either incapacitated or unemployed. The AFDC
program is jointly financed by Federal, State, and

local governments. The Federal share of the basic

payment varies by State, depending upon form-

ulas which take the State's per capita income into

consideration. Each ehgible family must pass income

and asset tests specified by the individual States.

Each State establishes its own needs standard which

covers basic clothing, food, and chelter costs and

varies by family size and other factors. States are

not required to pay recipients the full amount of

needs standards; thus, the proportion paid varies by

State.

The SSI program is a federally funded categorical

program which assists only the aged (65 and older),

the blind, and the permanently and totally disabled.

National means tests limit the amount of income and

assets a couple or a single person may have to part-

icipate. States may opt to supplement Federal

SSI benefits. By the end of 1975, except for Texas,

all 50 States provided some supplementation.

The Food Stamp Program, although locally

administered, is fully federally funded. There are

no categorical eligibility restrictions for food stamps.

The program is available to any household which

can pass the federally set income and assets tests.

Two-thirds of the households receiving food stamps
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Table 2-Total population and welfare program participants, by residence, 1975

Residence'

Total

population

July 1975

Participants in Benefits from-

Food
Stamps,
Tntv 1 Q7S

AFDC,
r cuiudiy

1 Q7Sly 1

J

SSI,

December
1975

Food

Tiilv 1 Q7S

AFDC,
Ppl^rll o rvr c ui udi y

SSI,

December
1975

Percent

Metropolitan 72.8 71 0 78.9 62A 70.6 84.0 69.0

Nonmetropolitan 27.2 29.0 21.1 37.6 29.4 16.0 31.0

Urbanized 10.6 9.3 8.3 10.9 9.6 6.9 9.7

Adjacent to SMSA 6.4 5.3 4.8 6.0 5.4 4.3 5.6

Nonadjacent to SMSA 4.2 4.0 3.5 4.9 4.2 2.6 4.1

Less urbanized 13.3 15.3 10.1 20.6 15.4 7.2 16.5

Adjacent to SMSA 6.6 7.2 4.7 10.0 7.3 3.3 8.0

Nonadjacent to SMSA 6.7 8.1 5.4 10.6 8.1 3.9 8.5

Totally rural 3.3 4.4 2.7 6.1 4.4 1.9 4.8

Adjacent to SMSA 1.2 1.7 0.9 2.2 1.6 0.6 1.7

Nonadjacent to SMSA 2.1 2.7 1.8 3.9 2.8 1.3 3.1

Total number

(1,000) 213,054 17,189 10,994 4,175 394,143 733,995 463,135

' See footnotes in table 1 for definition cjf residence.

Source: Population from 1975 Current Population Survey and participants and benefits from special tabulations from pub-

lished program data.

receive benefits under other public-assistance programs,

and 42 percent of the program's participants in

1975 were AFDC families (9).

The Federal welfare system can be summed up
as follows. Except for food stamps, the system is

categorical; that is, it administers to only certain

types of families and individuals. The largest program,

AFDC, has payment standards established by individ-

ual states, whereas FS and SSI have national payment
standards; thus, we have a State-national system of

payment standards.

How are the benefits from the current welfare

system distributed by place of residence? How does

this distribution change as the eligibility rules are

changed? Does moving from the current system of

State-national eligibihty standards to a system of

national standards only improve horizontal equity

(as used in this particular instance)?

alternative program rules—a procedure used by the staff

of the Subcommittee on Fiscal Policy, Joint Economic

Committee of the U.S. Congress, some years ago (7).

Very limited survey data are available with which to ad-

dress the issue. For our purposes, we used available data

developed at the request of the Economic Development

Division, ESCS, a year or so ago by the Urban Institute

using its Transfer Income Model (TRIM) (2). Using data

from the March 1973 Current Population Survey, TRIM
simulated benefits for those eligible to participate in the

AFDC and Food Stamp programs, during calendar year

1976, and for those eligible to participate in a broad-based

national welfare program.

The program analyzed was the Joint Economic Com-
mittee's Income Security for Americans (ISA) program (5,

6)? The specific program rules and assumptions about the

behavior of the national economy used in the simulation

are fully described in the published fmal report (2). We

DISTRIBUTION OF WELFARE BENEFITS

One could use a number of methods to develop data ne-

cessary to address these questions. Budgeting could be

used to determine benefits for specified family situations

(for example, intact family of four with no outside in-
•

come) in differing locations through the country under

^ At the request of the Economic Development Divi-

sion, the Urban Institute is using TRIM to simulate bene-

fits for those eligible to participate in the Better Jobs

and Income Program proposed by the Carter Administra-

tion. Although final results were not available for this

article, preliminary analysis shows that BJIP would have

distributional effects similar to those of ISA.
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briefly summarize the results of the study, primarily to sug-

gest answers to the above questions on distribution of bene-

fits and effects of moving to strictly national standards.

The results presented will be limited to the AFDC and

Food Stamp programs combined. These results are not un-

Uke those resulting from analysis of other programs in-

volving negative income tax type programs (such as the

Family Assistance Plan) (3, 8).

The TRIM analysis of ISA was done using urban-rural

as the key residence variable. This residence classification

(see urban-rural definitions in table 3) is not identical to

the metro-nonmetro classification we referred to earlier;

however, comparisons of highly populated cities and more

sparsely populated areas can be made.

The last column in table 3 shows the relative distribu-

tion by region of AFDC and Food Stamp program bene-

fits as they are generally understood. That is, the propor-

tion of total benefits going to Southern eligible families

is less than the proportion of total eligible families residing

in the South. Eligible residents in the Northeast receive a

higher proportion of total program benefits than their eli-

gible population distribution would suggest.

Consideration of place of residence, however, modifies

the above conclusion. Eligible rural residents, particularly

outside the Northeast, also receive a lower proportion of

AFDC and Food Stamp program benefits than their eli-

gible population distribution would suggest (table 3). In

addition, nonmetro-urban residents outside the West re-

ceive lower total benefits relative to the distribution of

eligible families. The share of benefits going to metro-

urban eligible families in the Northeast and North Central

regions greatly exceeds their proportion of the eligible

population.

Residence in the South appeared to be the strongest

factor of those considered in this study affecting the distri-

bution of benefits. This is due to benefits of the AFDC
program being the State-determined. Southern urbanites

also received less in benefits than their population distribu-

tion would suggest. However, both regional and residential

factors are important in determining the distribution of

benefits to eligible families.

Shifting to a program (ISA) with national benefit

levels and no categorical eligibility (serving all indigents)

would benefit rural residents and residents in the South.

Table 3 -Share ratio for the AFDC and Food Stamp (FS)

programs and Income Security for Americans, 1976'

Type of

program and
region

Residence*
All

residenceUrban Rural

Metro

areas

Nonmetro
areas

Nonfarm Farm

Ratio

AFDC-FS:

Northeast 1.53 0.89 1.12 0.93 1.42

North Central 1.24 .75 .78 .72 1.02

South .83 .63 .71 .71 .74

West 1.11 1.06 .96 .58 1.07

All regions 1.18 .74 .81 .70

Income Security

for Americans:

Northeast 1.03 .69 .84 .91 .97

North Central .99 .70 .83 1.16 .92

South 1.12 .95 1.12 1.29 1.10

West .93 .97 1.07 .83 .96

All regions 1.02 .85 1.00 1.20

' The share ratio is the percentage of aggregate benefits received by the group divided

by the percent that group represents of the total eligible population.
* Urban residence includes all urbanized areas of 50,000 or more inhabitants (metro-

politan) and places of 2,500 or more inhabitants outside urbanized areas (nonmetropli-

tan). Rural residence encompasses the remaining area with people living on farms making

up one subgroup and people not living on farms making up the other.

Source: Special tabulations from the Urban Institute's TRIM simulation.
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The regional and residential disparity noted in the AFDC
and Food Stamp programs would be reduced under a na-

tional program. Extreme differences noted in the share

ration (0.58 to 1.53) under the AFDC and FS programs

would be substantially reduced under the national pro-

gram.

Rural areas, particularly in the South, are expected to

benefit from nationalized welfare eligibility standards for

two reasons. First, as noted above, benefit levels provided

by most proposals to completely nationalize the welfare

system are substantially higher than benefits provided by

current programs in the South. Such programs would in-

crease the income flow to nonmetropolitan residents be-

cause over 60 percent of nonmetro poor reside in the

South (table 4).

Second, most national welfare reform proposals pro-

vide public-assistance benefits to male-headed families

(specifically, the "working poor"), single individuals, and

families with no children under 18, all of whom are gener-

ally excluded from the current AFDC program (except for

AFDC-Unemployed Father benefits offered in 27 States).

Thus, the current welfare system, dominated by ca-

tegorical eligibility and State-national benefits standards,

works to the disadvantage of rural areas and a nationalized

welfare system overcomes that disadvantage.

There is considerable interest in incorporating costs of

living differentials into national welfare benefit structures.

To the extent that it is cheaper to live in some regions and

in rural areas, real benefits to nonmetro recipients will be

higher than those going to recipients in metro areas— if a

single national benefit level is used. President Carter, on

May 2, 1977, when establishing goals for welfare reform,

stated that the welfare system should provide "a decent in-

come. . .with Federal benefits consolidated into a simple

Table 4— Residential and regional distributions of

families and unrelated persons in poverty, 1975

Family type

Number
of persons

(thousands)

Percentage

in nonmetro

areas

Percentage of nonmetro
persons living in-

Northeast
North
Central

South West

Families

All families 55,712 32 15 29 44 12

All poor families 5,108 40 8 19 62 11

Poor families with:

Male head < 65 2,141 49 8 20 59 13

Employed 1,318 52 7 22 57 14

Male head > 65 616 56 4 21 70 5

Female head < 65 2,208 26 11 16 61 12

Employed
With children < 18

625

1,964

30

25

4
11

27

16

58

60
11

13

Qiildless couples 501 49 5 21 61 13

Unrelated individuals

All unrelated

individuals 18,885 27 16 31 39 14

AU poor umelated

individuals 4,824 36 14 26 48 12

Less than 65 2,755 30 16 23 45 16

Employed 1,163 32 17 25 42 16

65 and over 2,068 44 11 29 52 8

Source: Special tabulations from the March 1975 Current Population Survey Public Use Tape.



cash payment, varying in amount only to accommodate
differences in costs of living from one area to another"

(10).

However, H.R. 9030, Better Jobs and Income Bill, to

our knowledge carries no provision which allows for re-

gional and residential differentials in benefits to reflect

cost of living differences. While such a notion of "real hori-

zontal equity" may make some conceptual sense, it

would be extremely difficult to implement because data

necessary for such a determination are not yet available.

Most existing data either sufficiently sample only a limi-

ted residential group, such as urban wage earners, or cover

only a limited consumption category. Examination of

Bureau of Labor Statistics (BLS) family budgets suggests

that living costs vary considerably among major urban

areas within regions (11). The same situation is likely to be

true for rural areas.

Thus, it would be difficult to develop simple residen-

tial differentials that would be equitable. If improved
horizontal equity is the primary reason to incorporate

regional and residential cost-of-living differences into

benefit determination, then the "error" incurred by using

such a system may well be equal to or greater than the

"error" incurred by a single national standard, given data

available today.

Up to this point, we have been able to accomodate

horizontal equity fairly well by looking at the structure of

most cash transfer programs. That is, family structure and

income and assets are the primary variables considered in

determining benefits. As we move away from examining

basic cash assistance programs and into programs designed

to provide public-service jobs to the indigent deemed able

to work, the concept of horizontal equity, particularly as

it relates to residence, becomes more complicated. We now
must consider differences in local labor markets and local

governments. Because most families in poverty tend to be

transitory poor (that is, their income vary about the

poverty line) rather than permanently poor, demand for

pubhc-service jobs under such a program would be

affected by the local business cycle. When business condi-

tions are good and employment high, they may not fall in

the "poverty" class. And, as a recent Rand Corporation

study confirms, few local labor market areas have employ-

ment cycles which conform to variations in the Nation's

employment situation (12).

A major purpose of most public-service employment

proposals is to provide its participants with marketable

job skills. In most cases, these skills should reflect job op-

portunities within the local private-sector labor market.

Rural labor markets generally have fewer alternative oc-

cupation opportunities than do labor markets in urban

areas. At the same time, there are likely to be fewer em-

ployment opportunities in rural areas for persons pos-

sessing specific job skills. Thus, it is harder and more cri-

tical to structure successful rural public-service employ-

ment programs than to structure similar urban programs.

The method for administration of the existing Com-
prehensive Employment and Training Act (CETA) public-

service employment programs (Title II and VI) is not

always responsive to the needs of rural areas. Administra-

tively, rural areas are associated either with a large urban

area (which functions as the prime sponsor) or the State

government (which includes rural areas in a category called

"balance of State"). This administrative arrangement has

greatly reduced rural leaders' control over the design and

administration of their public-service employment pro-

grams. And, this administrative arrangement may result in

inequitable funding if urban sponsors or State governments

fail to allocate all funds intended for rural areas. The pro-

gram cannot be tailored to meet rural conditions because

rural areas are treated in a residual manner.

Most rural counties have a local employment security

office within the county or in an adjacent county. Yet,

some indigent families must commute a considerable dis-

tance to obtain employment services, especially in the

most sparsely populated areas. Services provided by local

employment security offices vary considerably by place

of residence. Rural offices usually have relatively small

staffs who concentrate efforts primarily on processing un-

employment insurance claims. And, some outlying areas

may be serviced through periodic visits by employment
security staff rather than by a resident full-time staff.

Such situations make it difficult for rural employment
security offices to provide screening, training, counseUng,

and job placement services "equal" to those in more
densely settled areas.

CONCLUDING COMMENTS

We have addressed only the question of horizontal

equity as it relates to where people live. No consideration

was given to trade-offs between equity and preservation of

work incentives, total program costs, administrative ef-

ficiency, fiscal relief, or other objectives for welfare reform.

Nor have secondary and tertiary impacts of welfare reform

been examined.

We conclude with the following points:

(1) All persons concerned with the problems of rural

areas—students of rural development—should pay

attention to our income transfer system, for that

system provides an important source of income

for rural people. And pubUc assistant is an impor-

tant component of the transfer system.

(2) The current national welfare system, particularly

that component directed at the nonaged, does

not favor rural areas because (a) most rural poor
reside in areas with relatively low payments, and

(b) the current system excludes conjugal families,

who are relatively concentrated in rural areas. Thus,

most broad-based welfare reform proposals in-

crease benefits to rural areas and they are more

equitable from our perspective.

(3) Horizontal equity becomes harder to achieve as

one moves away from cash programs for public as-

sistance to jobs-type programs. Rural labor mar-
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kets and local governments are not similar to

those in most urban areas. Thus, it is unlikely that

jobs programs designed for urban environments

will work well in rural areas without considerable

modification.
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FACTORS AFFECTING PARTICIPATION IN
FEDERAL FOOD PROGRAMS

By Maurice MacDonald*

ABSTRACT

Legal entitlement versus participation is a key issue in evaluating food programs. Participation is a

problem with the Food Stamp Program (FSP); only about half of all eligible recipients now receive

food stamps. Rates themselves do not reveal the extent that nonrecipients who are eligible are truly

needy.

A substantial proportion, approximately 30 percent of nonparticipating eligible persons, failed to

obtain bonuses of $500 or more per year. Assuming similar needs, elderly and nonpubUc assistance or

working poor households are much less likely to participate in the FSP, indicating stigma and/or

access costs are important barriers to participation in the program. Outreach efforts might improve

participation, and cash assistance or income tax credits might help in cases where stigma is a problem.

KEYWORDS: Federal food programs. Food Stamp Program, food stamp participation..

INTRODUCTION

The Food Stamp Program is essential. It serves a

unique purpose in the welfare system; notably, it levels

inequities among households. It is the only income assist-

ance program for the working poor. Proper treatment of

the vertical equity issue requires addressing four ques-

tions:

• Is there really a participation "problem" in the

Food Stamp Program? ("Participation" is de-

fined as the percentage of eligibles receiving

stamps.)

• How does participation relate to the equitable

distribution of benefits?

• What affects participation?

• How might we use our answers to improve the dis-

tribution of food aid?

Note that the vertical equity decisions made about

resource eligibility limits are considered given in this

article. I will concentrate on program performance with

regard to assisting persons we have decided should get

food aid. Legal entitlement versus participation is the

issue. While my remarks apply to all food programs, I will

consider specifically the Food Stamp Program.

PARTICIPATION AND EQUITY

The evidence suggests that there is not enough par-

ticipation in the Food Stamp Program. The same can also

be said about participation in other income transfer pro-

grams such as Supplemental Security Income (SSI), Dis-

ability Insurance, the Aid to Families with Dependent

Children (AFDC) unemployed parent program, and De-

partment of Labor programs such as the Work Incentive

Program in AFDC.
Research has shown that if one compares fairly

reliable estimates of the national total number of persons

eligible for food stamps wath the count of recipients, only

about half of those eligible now receive food stamps (1)}

Participation rates also vary widely, particularly in States

where the rate is defined as the percentage of estimated

eligibles who are getting food stamps. Except for the

*The author is a research associate at the Institute for

Research on Poverty and an assistant professor with the
University of Wisconsin-Madison.

* Italicized numbers in parentheses refer to items in

References at the end of this article.
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South, rural States are not reaching eligibles as well as

urban States. For example, my home State of Wisconsin

ranks among the bottom ten.

Although informed persons generally accept these

findings as vahd, the data can be criticized. Indeed, the

rates themselves can be criticized for more than one

reason. First of all, it is clear that participation rates are

greatly underestimated because people move in and out of

the program. Any count of recipients at a single point in

time, which is what we usually use, neglects turnover in

the recipient population. Most people who use these rates

recognize that. But even accounting for turnover, one can

claim that there is a sizable gap between recipients and

eligibles in the Food Stamp Program; perhaps 35 percent

of those eligible would be found not participating.

Whether this gap is serious or not relates to the second

problem with participation rates. Rates themselves do not

reveal the extent that nonrecipients who are eligible are

truly needy. It is to be expected that some eligibles who
are entitled only to small benefits would not take the

time and/or the trouble necessary to obtain them. Thus,

the finding that certain areas have low participation rates

might be explained by a concentration of less needy eli-

gibles in those areas.

To investigate this hypothesis scientifically, I used

data from a reliable representative national sample of

households-the Panel Study of Income Dynamics (4).

People in this sample were asked whether they received

stamps at any time during the entire preceding year.

The data should, therefore, account for turnover. I sel-

ected a subset of people who are estimated to be eligible

for the stamps. From these, I selected the eligible non-

participants and estimated the amount of bonus stamps

that these eligible but nonparticipating persons would
have obtained had they participated. There are enough in-

come and some asset data and other kinds of data on the

household to do this reasonably well. As expected, 40
percent of the eligible nonparticipants would have ob-

tained $100 a year or less in bonus stamps. These are the

near-poor people, the people for whom it might not be

worth the trouble to enroll in the program. But more
importantly, about 30 percent would have obtained about

$300 a year or more in food stamp benefits. And an

astounding 15 percent of all eligible nonparticipants chose

to give up $500 or more a year in bonus stamps. These

estimates suggest to me that nonparticipation is indeed a

serious problem in some cases.

The Food Stamp Program is the only income main-

tenance program available to intact working-poor house-

holds. To be eligible, these people must have a household

income so low as to practically prevent the purchase of a

nutritionally adequate diet. Clearly, it is inequitable that

many very poor persons who are eligible receive food

stamps while some others do not . Especially is this true if

the reasons for this inequity stem from how the program

is structured or administered. The equity issue is more of a

problem if there are courses of action we can take to miti-

gate this problem and we do not.

FACTORS AFFECTING PARTICIPATION

What does affect participation? After some general

statements, I will describe some more specific research I

did on the causes of nonparticipation (3).

Consider now the existence of a quasi-market for ob-

taining food stamps. The supply side is determined by the

Government, which sets both the out-of-pocket and other

costs of obtaining the stamps. The demand side consists of

ehgible persons who weigh the benefits of the stamps

against their costs. In this market, the number of partici-

pants on how many eligible persons calculate that stamp

benefits exceed costs. In short, a fairly straightforward

individual cost/benefit decision is made. However, before

applying such a model, it is important to recognize a

serious problem affecting the demand side—some eligible

persons simply may not be informed about the program.

Another way to put this is that the information costs that

they would have to bear prohibit their knowing about it.

Outreach activities and related regulations are in-

tended to consider, in part, the possibility that people do
not know about the program. Until recently and largely as

a result of lawsuits, USDA tended not to publicize the

Food Stamp Program. More recently, the information

component of outreach has been an important activity in

some States. Assuming that enough information is avail-

able, potential recipients then know whether it is worth

applying for the stamps or not. When they do they learn

about the face value of the stamps and whether or not

they are eligible.

Besides obtaining information, the other costs of par-

ticipating include the extent to which the program con-

strains the household to buy more food than it might

otherwise freely choose to. These costs are probably

relatively small, based on evidence that recipients are not

too greatly constrained by the program (3). But they are

important to keep in mind, because they also relate to the

in-kind nature of the stamps and, therefore, another cost,

stigma.

Stigma can be defined as the psychic cost of identify-

ing oneself as dependent on the largesse of others. This

happens when people use stamps in pubHc places. Many
people are concerned about the fact that the stamps are

particularly identifiable compared with other kinds of

pubHc benefits which might be obtained. Another cate-

gory of costs can be called access costs. These include the

time and trouble it takes to obtain stamps.

To make all this more concrete, to help summarize

what we know about the relative importance of various

influences, I vwll report the results of another study I did

using the Panel Study of Income Dynamics. Again, I

isolated a subset of households who appeared to be ehgi-

ble for the program based on their income, household

size, and existing asset information. People who have

worked with trying to estimate eligibility for these and

other programs know that this procedure can be tricky.

Nevertheless, I came up with a method which seemed rea-

sonable for identifying ehgible persons. The character-
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istics of their households were used to predict which

would participate in the program and which would not.

The methods used included multiple discriminate analysis

and multiple regression.

The purpose of the research was to discover the char-

acteristics that distinguished participants from nonpartici-

pants and, therefore, to infer reasons for nonparticipation

based on characteristics that explain participation. Esti-

mated bonus amounts and an income needs ratio (a

poverty threshold ratio), the amount of savings, and

recent unemployment experience were all used to indicate

household needs. As expected, participation is much more

likely among households with the most to gain by par-

ticipating. That is, there is a relationship between need and

participation.

However, the main purpose of the need indicators in

my model was to isolate the effects of characteristics

related to differentials in stigma and access costs. I wanted

to identify factors that might be related to stigma and ac-

cess, holding needs constant. Region, city size, and urban-

rural location variables were also included as access cost

variables. Among other independent variables were re-

sponses to questions about access to potential sources of

information. For example, union and church membership

as well as educational level were all included. And these,

of course, were included to indicate differences in abilities

to get and understand relevant information. These infor-

mation indicators were found to have little explanatory

power. I conclude that they are rather poor measures of

information costs as opposed to the other potential con-

clusion that information is not important. Still, remaining

predictors of participation did lead me to conclude that

both stigma and/or access costs do matter.

With these data, though, it is difficult to discern the

relative importance of these two barriers to participation.

For example, households headed by persons 65 years or

older were less hkely to participate, which demonstrates,

of course, that participation is a problem among the

elderly, holding their potential benefits constant. How-
ever, the question remains as to whether the elderly are

1 less mobile (an access problem) or whether perhaps more

traditional attitudes on their part toward welfare and to-

i ward receiving assistance of various types prevent partici-

I
partion. That is, these people consider receiving assistance

' a stigma. Developing cost effective outreach for the

r elderly would require an answer to this question. For

example, expanding programs such as meals on wheels

could be wasteful if stigma is the problem. Unfortunately,

i I do not have the answer to that question yet.

There is less ambiguity, I believe, about another main

finding. Again, holding needs constant, intact, prime-age

male-headed households in the labor force who reported

no welfare income during the 5 years prior to the survey

• were much less likely to participate than were the public

assistance households. The evidence is fairly soHd that the

working poor or nonpublic assistance households partici-

pate only when their need is extreme, such as during the

most recent recession. I think that this finding is primarily

true because of stigma. It seems the working poor have at

least as good an access to such programs as do public

assistance households. Yet, the public assistance house-

holds participate much more, relatively.

From the standpoint of preserving the work ethic,

some people may argue that this stigma is fine. But it is

important to remember that these working poor house-

holds contain children and that the program was intended

to help them, as well as earners. Clearly, preservation of

the work ethic can be carried too far. In fact, assuming

cash assistance or work-related benefits are less stigmatiz-

ing'than food stamps or in-kind benefits, this evidence

alone provides strength for the argument of a complete

cash out of food stamps for nonpublic assistance house-

holds. That is, if one believes that it is the stigma aspect of

food stamps that prevents this particularly important

group from participating in the program, then one can

argue that we should provide benefits to them in another

way.

Probably the greatest shortcoming of the analysis that

produced this finding is that it reveals very little about the

supply side of this market for food stamps. Clearly, State

and local administrators can and do influence the extent

to which food stamp transactions are conducted with con-

venience and dignity for their recipients. As an aside, race

of the household head did not appear to affect participa-

tion in my models. Evidently our food aid system, at least

with regard to food stamps, is fairly color blind.

To study the effects of administrative practices, we
could find race and other factors making a difference. To

learn if this is so in a reliable way, though, we need another

approach. One cannot just look at individual household

data as I did. One way is to try to explain local county

participation rates based on county variables.

Recently I have been experimenting with that kind of
study. Donald Lerman and I have produced some evidence

suggesting county administration does substantially influ-

ence participation in Wisconsin (2). We used county vari-

ables such as the farm proportion of population; popula-

tion density; unemployment rates; size of the AFDC and
SSI caseloads; county per capita income; and variables

such as the hours that food stamp sales offices are open,

and outreach activities such as meals on wheels.

We found that counties whose public officers are

primarily Republican tend to have lower participation

rates. I do not mean to dun the Repubhcans. I was

curious about whether such variables would be significant,

and, in this case, it appears that they are.

This finding has an important implication, or at least

highlights an area we ought to think about. Presumably,

the percentage of Republican office holders indicates

fiscal conservatism. This finding is no cause for alarm //

the persons eligible for food stamps who do not get them
share their elected officials' fiscal conservatism. Votes in

the ballot box theoretically ought to get voters what they

want in terms of elected officials. But if eligible persons

are not getting public officials whose views they share, it

could be that some local power structures are resisting
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promotion of food aid for low-income constituents, food

aid that is readily available to similarly situated persons in

other types of counties. And, of course, this behavior

would certainly be inequitable.

CORRECTING EXISTING INEQUITIES:

A SUMMARY

The last question posed is how to right the inequities

that do exist. To summarize, a substantial proportion of

eligible persons, approximately 30 percent, who did not

participate in the Food Stamp Program, failed to obtain

sizable bonuses, of $500 or more per year. And this find-

ing shows inequity, given that other very poor eligibles do

use the stamps. Further, holding needs constant, elderly

and nonpublic assistance or working poor households are

much less likely to participate in the program, which

suggests stigma and/or access costs are important bar-

riers. Whether or not members of a needy household

participate also depends partly on where they reside—

another horizontal inequity. Midwestern and Mountain

States have low participation rates, as do many rural

areas in other States.

Now let me state some poHcy conclusions. First,

States must adopt a more aggresive outreach posture to

increase participation in areas where local administra-

tions may be the cause of low participation. Second,

USDA has a responsibility to bring States with low par-

ticipation rates into line with the rest of the Nation.

Third, if stigma is an important barrier, cash assistance

or earned income tax credits may be more effective

than food stamps in assisting the working poor.

At the same time, however, there are legitimate ar-

guments for preserving stamps for other eligible persons.

One reason we have a Food Stamp Program now is that

some taxpayers presumably are more willing to pay for

aid that is tied to food rather than cash. To the extent

that taxpayers can be pleased and people reached who
need the aid, that may be fine. So, one can think of

cashing out part of the food stamp program, not all of

it. Finally (and you might expect this from an academic)

more research on participation is needed. I find it hard

to get information about participation in other food

programs. Possibly even more important is research to

determine the effectiveness of various outreach meth-

ods that do exist now. If people take this participa-

tion problem more seriously, we are likely to spend

more money on outreach, and the danger exists that

we will do it haphazardly and waste many Federal tax

dollars.

The possibility is real that we are failing to feed

persons we have the will and way to help. Even those

who believe otherwise should be willing to pay to

prove that they are right and, therefore, put the rest of

us at ease. There is controversy over whether participa-

tion is a problem. I do not like the fact that the contro-

versy exists. We should do more research and settle the

question once and for all. After all, we have had food

stamps nearly 15 years. Isn't it time we ended specula-

tion, informed or otherwise , that the program is less

than fully effective?
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FOOD PROGRAMS, FARM POLICY, AND THE FOOD SYSTEM

By K. L. Robinson*

ABSTRACT

While it has become fashionable to argue for subordination of farm policy goals to "nutrition

poHcies", the recent Food and Agricultural Act of 1977 was not designed around nutritional

considerations. Factors on the supply side continue to heavily influence the cost of food and the diets

of consumers. Therefore, food policy analysts would be remiss if they confined their research to

possible changes on the demand side. Examples such as meat import restrictions and price support for

grains show how factors which dictate dietary changes are often on the supply side of food pohcy.

KEYWORDS: Farm poUcy, food policy, nutrition policy.

INTRODUCTION

Two premises underlie my comments in this article.

First, the principal role of a policy-oriented research or-

ganization, such as the one sponsoring this series of semi-

nars, is to provide information for policymakers which

will enable them to predict more accurately the conse-

quences of adopting a particular policy or program.

Second, research priorities in this area should be based

on a preliminary assessment of the relative impact of

proposed policy changes on farm incomes, food costs,

and nutrition.

A research agenda obviously must be closely linked

to a policy agenda. I share Howard Hjort's views that

USDA analysts should "respond to, rather than create,"

the policy agenda. Thus, one requirement is to forecast

what items are likely to appear on such an agenda and,

more specifically, to identify alternatives that are po-

litically viable. Since policymaking in the United States

is largely a process of marginal incrementalism, one can

immediately compress the research agenda and limit

the analysis to a relatively small number of alternatives.

FOOD POLICY VERSUS FARM POLICY

It is now fashionable to argue that the United

States needs a new food policy and that farm policy

choices in the future should be subordinated to food
policy considerations. In the past, it is clear that food

policies, insofar as we have had what might be termed

"food policies", have been largely a byproduct of farm

policies designed to increase demand or to support the

prices of specific commodities. Assistant Secretary of

Agriculture Carol Tucker Foreman is among those who
have talked about the need to forge a new food policy

and she has argued that nutrition should be its primary

goal (5). Secretary Bergland also has expressed the view

that nutrition considerations should determine food

and farm policies rather than the reverse. It is not clear,

however, that, that members of the U.S. Senate and

however, that members of the U.S. Senate and House agri-

cultural committees share these same views.

*K. L. Robinson is an agricultural economist at

Cornell University.
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the Congress demonstrated that it is not yet ready to

abandon traditional support policies nor to subordin-

ate the interests of producers to those of consumers.

Farm and food policies obviously are going to coexist.

The best we can hope for is a modest degree of integra-

tion, or at least some marginal changes in existing agri-

cultural policies which would make them less inconsis-

tent with the goal of improved nutrition.

The concept of an integrated food and agricultural

policy is, of course, not a new idea. John D. Black pro-

moted this concept more than 30 years ago. Professor

Black knew of the need to alter consumption patterns

to improve nutrition but he argued that the way to do

this was to choose policy consumption and production.

In a book entitled Future Food and Agriculture Policy

which he wrote with Maxine Kiefer, he set forth a

combination of policies designed to bring about what

he called "consumption adjustments" along with cor-

responding changes in production and land use (i).

While the policies he advocated are not necessarily ap-

propriate today, his concept of "fitting together" food

and agricultural policies and thinking in terms of simul-

taneous adjustments in both consumption and produc-

tion is worth reviving.

CURRENT FOOD POLICY ISSUES

While food policy issues clearly have moved up on

the policy agenda, most of the programs or policy instm-

ments that can be expected to significantly affect the

cost of food and the availability of nutrients over the

next 4 or 5 years still fall within the scope of traditional

farm poUcies. These include price supports, storage or

reserve policies, marketing orders, and import restric-

tions. I will return to this theme later, but first, I want

to present a list of issues which are likely to remain on

the food policy agenda over the next few years. This

list is based on a review of issues raised by food acti-

vists, speeches by Assistant Secretary Foreman, and

comments made by participants at two food policy con-

ferences held recently in New York:

1. Domestic food subsidy programs-

Cashing out food stamps

Changing the mix of foods approved for school

feeding programs

Expanding the Women, Infants and Children

(WIC) program

2. Organizing, administering, and funding nutrition

education programs (mainly through schools and

Federal-State Extension Service)

3. Restricting food advertising or providing funds

for "advertising" to promote good nutrition

4. Regulating the use of additives (such as nitrates)

5. Nutrient labeling

6. Drained-weight labeling

7. Changing grade standards (for example, for ice

. cream and deboned meat).

Some people will object to the absence of dietary

goals in the foregoing list. They clearly represent a con-

troversial issue, but they do not, in my view, constitute

an item which is likely to appear on the legislative

agenda. The congressional committee responsible for

the recent report on dietary goals had no legislative re-

sponsibility and, in fact, it has now been reorganized

out of existence. Further, its report states specifically

that it is not intended that the goals set forth serve as

a basis for legislative action (5). They are intended

mainly as a guide for individuals. The proposed dietary

goals will have policy implications only insofar as

those in the Congress or those who are administrators

use the goals, for example, in mandating the content

of nutrition education programs or in deciding what

commodities are to be excluded or included in school

feeding programs.

Another issue which might be added to the list is the

structure and control of agriculture. This is not strictly

a food policy issue, but I am surprised at how much
concern consumers express about what they view as the

takeover of agriculture by large-scale agribusiness firms.

I come from the Northeastern quadrant of the United

States where most of the agricultural output is still pro-

duced by family owned and controlled farms, although

much larger ones than before, and where farmer-con-

trolled cooperatives supply a large percentage of inputs

and market a substantial proportion of the milk, eggs,

fruits and vegetables produced in the region. Thus, I

find these consumer fears somewhat exaggerated.

Nevertheless, these concerns do exist. Consumer

activists associate the demise of the small firms and the

rise of large-scale agribusiness concerns with a decline

in competition; exploitation of labor, and possibly, con-

sumers as well; overuse of chemicals; and deterioration

in the quality of food. I am not sure who should be

doing research to find out what effects changes in

structure could have on food costs and nutrition, but

these issues should be addressed somewhere in the re-

search establishment.

DOMESTIC FOOD PROGRAMS
Most of the food policy instructions now being dis-

cussed by food activists and policymakers turn out, on

close examination, to be relatively weak instruments for

altering demand or consumption. Domestic food sub-

sidy programs are an important exception. These are the

only programs with sufficient funding to have a signifi-

cant effect on the total demand for food. The primary

effects (at retail) induced by most of the remaining

policy instruments are likely to be small; hence, the

secondary effects (on producers) also will be relatively

minor, especially compared with other factors; such as

longrun changes in demand induced by market forces

and modifications in support policies or conditions af-

fecting supply. The principal impact of changes in food

policy through such instruments will fall on food pro-

cessors and marketing firms rather than on producers.
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Changes in food subsidy programs offer the most

scope for altering the demand for food, at least in the

short run. Dropping the cash purchase requirements

for food stamps, as mandated in the Food and Agri-

culture Act of 1977, probably will result in a slight

decrease in the aggregate demand for food. Once this

change is fully implemented, however, taking the next

step and eliminating food stamps entirely, or simply

"cashing out" food stamps (which is the shorthand way
of designating this change) will not produce much ad-

ditional impact. The excellent paper by Boehm and

Nelson presented at the second seminar in this series

makes this clear. Even if one modified their assumptions

regarding participation rates and the income elasticity

of demand for food among participants, the conclu-

sion would remain the same. Namely, the effect of

cashing out food stamps and substituting cash grants

under a reforrhed welfare system would not lead to

a significant change in demand from the level likely

to prevail once the cash purchase requirement is elimi-

nated. Any further analysis would simply alter the

numbers well to the right of the decimal point,

which means in this case, changes in total food demand
amounting to no more than a fraction of 1 percent.

Changes in school feeding programs, apart from

modest changes in the level of funding, could alter

the composition of Type A lunches or restrict the use

of particular commodities, such as eggs. Further analysis

of these proposed changes would be appropriate and use-

ful, since a number of producer groups, especially poul-

trymen, are concerned, perhaps unduly so, about the

impact of such changes. Some rough calculations I

have made indicate that restricting the use of eggs in

schools might produce a one-time change in the demand
for eggs by, at most, 1 or 2 percent. Furthermore,

even if total demand changed as much as 2 percent,

this would not necessarily have a lasting effect on the

profitability of egg production. This conclusion, of

course, depends on flexibility on the supply side.

CHANGING DEMAND AND PRODUCER RETURNS

The impact of changes in demand on producer returns

is a subject which needs more research. There is a strong

tendency among producers to equate profitability with

rising demand. They tend to overvalue demand expan-

sion programs, including advertising, and they probably

exaggerate the adverse effects of modifications in poli-

cies that might lead to a decrease in demand. Profita-

bility is closely linked to the rapidity with which pro-

ducers can adjust to changes in demand (or costs). By
examining in detail how different sectors of agriculture

have responded to past changes in demand and input

costs, one might be able to dispel the view that rising

demand is sufficient or even necessary to insure profita-

bility.

In an attempt to explore this relationship, admit-

tedly in a very crude and preliminary way, I have

looked at changes over the past decade in the relation-

ship between product and input prices for two com-

modities: first, eggs, for which demand clearly has been

declining; and second, turkeys, for which demand pro-

bably has been rising, at least modestly. Product/feed

price ratios may not accurately reflect profitability,

but they are easily calculated and can serve as a proxy

to indicate relative if not absolute profitability.

Between 1968-71 and 1973-76, feed costs rose 85

to 90 percent for both egg and turkey producers; during

the same interval per capita egg consumption declined

9 percent whOe turkey consumption rose 8 percent:

Profitability, as measured by the product/feed price

ratio for both turkeys and eggs, declined, but by approx-

imately the same order of magnitude despite divergent

trends in demand. Thus changes in feed costs (influenced

mainly by changes in farm rather than food policies)

may affect profits in the livestock sector much more

than do changes in demand, whether induced by

changes in Government programs or by market forces.

EDUCATION AND ADVERTISING

I do not know how one can obtain reasonable esti-

mates of the potential impact on producers of expand-

ing nutrition education programs, either through

schools or USDA's Science and Education Administra-

tion Extension staff. One reason is that we know rela-

tively little about influencing food consumption be-

havior as distinct from providing nutrition information.

Surveys indicate that most consumers know in general

what foods are good for them, and which should be

avoided, but that knowledge of good nutrition is not

translated into appropriate action. The traditional ap-

proach to teaching nutrition, which emphasizes select-

ing foods from each of the major food groups, obvious-

ly has not succeeded in countering the effects of

affluence, the desire for convenience foods, the ingenu-

ity of food manufacturers, and advertising. Without

more knowledge about motivation and the psychology

of food consumption, and perhaps some re-education

of nutritionists, it is unlikely that even substantial in-

creases in the amount of money allocated to nutrition

education will lead to major changes in consumer
behavior.

I have similar reservations regarding our ability to

predict the consequences of proposed restrictions on

advertising fabricated foods such as sweetened cereal or

soft drinks. We simply do not know how to derive the

coefficients to put into our models. Advertising designed

to offset the effects of Saturday morning TV programs

for children is another issue. It would be very helpful

to the Congress and to Administrators if we could pro-

vide information on the probable effectiveness of such

programs. Yet the likelihood of our being able to do

so with any degree of precision seems so remote that

I would tend to put research in this area well down on
the priority scale.
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The U.S. Department of Agriculture, of course, does

not have jurisdiction over many of the programs or

policies which I have included in my list of food policy

issues. Decisions relating to the control of advertising,

ingredient labeling, and additives fall within the jurisdic-

tion of other agencies, such as the Federal Trade Com-
mission and the Food and Drug Administration. It is an

open question just how much research done by one

Government agency influences the decisions of another.

But some of the issues are sufficiently important to the

food industry, and, to a lesser degree, to farmers, that it

would be appropriate to have some factual analysis at

hand. If for no other reason, it could avoid possible over-

reaction by producers or the food industry to proposed

changes in regulation or labeling.

INGREDIENT LABELING

One of the emerging issues is to what degree cur-

rent nutrient labeling requirements serve to enhance the

image of fortified or fabricated foods at the expense of

"natural foods". Foods with additives generally will

show a higher percentage of RDA's supplied by one

serving than will those without. If compelled to provide

nutritional advertising on TV, food manufacturers can

use the same information to convey the impression

that fabricated foods are superior nutritionally to nat-

ural foods. This ability raises the question of what type

of information should be placed on the label (or pre-

sented to consumer in advertising). Would offering con-

sumers information, for example, on the percentage of

sugar, saturated fat and salt in the product, or the num-
ber of milligrams of cholesterol rather than the percen-

tage of RDA's for such items as thiamine, riboflavin,

niacin, and iron affect buying habits? If so, how would

changes in labeling requirements influence the demand
for fabricated foods compared with that for natural

products? Food manufacturers and processors, for ob-

vious reasons, are keenly interested in this issue.

It is not clear just what effect changes in labeling

requirements might have on agriculture. Alternative ap-

proaches to labeling and product identification are of

sufficient interest to warrant investigation, although it

will not be easy to answer the questions now being

raised.

DRAINED-WEIGHT LABELING

One can speculate about the effects of drained-

weight labeling, but more facts on this issue would be

welcome. While I strongly support the concept of

providing consumers with complete and accurate infor-

mation about the food they buy, I would not expect

shifting the basis for labeling from actual weight to

drained weight would significantly affect either the

quantity of food purchased or consumed. The technical

problems involved in shifting to drained-weight labeling

for all products are not easily solved. These will present

serious difficulties for persons processing and packag-

ing food; hence, middlemen may be adversely affected

in the short run. Quoted prices for items such as meat

also might end up being somewhat higher, which could

add marginally to the food component of the Consumer

Price Index.

But the total quantity of food packaged is not

likely to change simply because the price is quoted on

a slightly different basis, nor are aggregate food expendi-

tures likely to change. This lack of change is likely be-

cause the increase in the quoted price presumably will

be offset by a decrease in labeled weight when a sig-

nificant difference exists between the total product

weight as now reported and the drained weight. This

conclusion is based on the assumption that consumers

will continue to get about what they pay for—perhaps

with a little less water added.

ALTERNATIVE NUTRIENT SOURCES

Policymakers also would like to know how consu-

mers and producers will be affected if food manufacturers

are permitted to substitute alternative sources of nu-

trients as long as they fulfill nutrient standards, regard-

less of the source (as is done with ingredients for animal

feeds). Food manufacturers want the option of substi-

tuting casein and whey for nonfat milk and whole milk,

and vegetable oil for butterfat in products like ice cream

and cheese. It is now possible to make equivalent pro-

ducts in terms of nutrition, taste, and texture with a

wide range of ingredients, especially since food technolo-

gists have succeeded in isolating and manufacturing com-

pounds that give food flavor and fragrance. Enlarging

substitution possibilities obviously would offer gains to

some commodities at the expense of others. High-

priced dairy products are among the probable losers.

MECHANICAL DEBONING

Considerable research already has been done on the

possible effect on the meat industry of permitting the

sale of beef and pork that is mechanically deboned. A
higher recovery rate from carcasses may mean buyers

would pay slightly higher prices for slaughter animals.

On the other hand, an increase in supply, which could

amount to as much as a billion pounds, or around 2 per-

cent of total consumption, would have a slightly depres-

sing effect on retail prices, thereby shifting the derived

demand curve for animals at the slaughtering plant

back to the left. It would not require a very complica-

ted model to ascertain whether the potential gains from

increased efficiency in recovery would be sufficient to

outweigh the price effects from increased total supplies

of meat.

86



FOOD POUCY IMPLICATIONS OF POSSIBLE
CHANGES IN FARM POLICIES

If we confine policy analysis to the issues I have

Hsted as "food policies", we will miss some of the more
important policy variables affecting food availability,

cost, and even human nutrition. For many commodities,

policy changes which affect supply, most of which fall

within the traditional farm policy area, are likely to have

a greater impact on food availability and cost over the

next few years than those which affect demand, such as

changes in food subsidy programs or expenditures on

nutrition education.

Changes in meat import restrictions or price support

levels for grains, for example, are Ukely to have a sub-

stantially greater impact on total meat consumption

than any of the suggested modifications in food policies

that I have mentioned. Changes in meat consumption

are dictated mainly by actions on the supply side since,

for most livestock products other than dairy products,

per capita use is determined largely by per capita pro-

duction. One of the most effective ways of reducing

meat consumption in the United States (if we were

to adopt this as a policy objective) would be to raise

the price of grain. Between 1972/73 and 1974/75, per

capita consumption of grain-fed beef and pork declined

dramatically. This change was not the result of nutrition

education or campaigns to eat less meat, but simply

a byproduct of altered price relationships which made
it unprofitable to feed livestock. Over this interval,

total use of grain by livestock was cut approximately

27 percent.

Changes in sugar policies, similarly, can have im-

portant effects on consumers. The recent action taken

by the Congress in mandating a minimum support

price of 13.5 cents per pound for raw sugar has forced

the administration to impose a tax on imported sugar

which wall increase its cost to consumers by 3 to 4

cents per pound. The annual cost of this change in

policy is between $3 and $4 per capita, which is equi-

valent in its total impact on households to raising the

price of wheat by more than $1 per bushel.

These effects on commodities raise the issue of

to what degree traditional farm policy instruments

should be employed in an attempt to achieve dietary

goals. Price policies obviously are not very effective

as instruments to alter consumption for commodities
with inelastic demand, such as sugar and tobacco. How-
ever, for commodities with more elastic demands, such

as fruits, vegetables and meat, price relationships might

conceivably be altered in an attempt to induce changes

in consumption that would be consistent with nutri-

tional objectives.

Marketing orders are another instrument of farm

policy with important nutritional and cost implica-

tions for consumers. Such orders apply mainly to

milk and a limited number of fruits and vegetables.

They have come under attack recently by economists

employed by the Federal Trade Commission and by a

number of academicians. In a paper presented at the

December 1975 meeting of the American Agricultural

Economics Association, Professor H.S. Houthakker im-

plied there was a causal relationship between marketing

orders and a deterioration in the average U.S. diet as in-

dicated by a decline in the proportion of the population

with acceptable levels of intake of calcium, vitamin A,

and ascorbin acid between 1955 and 1965. He pointed

out that the principal sources of these nutrients are

milk, fruits and vegetables which are precisely the com-

modities that have come under marketing orders (4).

Houthakker's hypotheses deserve additional investi-

gation, but I doubt that a strong case can be made
against fruit and vegetable orders. Such orders cover

only a small part of vegetable and noncitrus fruit pro-

duction. Moreover, they have proved to be relatively

weak instruments for controlling production or raising

prices because of the wide range of substitutions possible

between commodities subject to orders and those which

are not, and to substitutions possible between controlled

and uncontrolled regions of the country. In general,

fruits and vegetables for processing are not eligible for

inclusion under marketing orders. Recent trends in

production of citrus fruit and tomatoes also are incon-

sistent with the Houthakker hypothesis that marketing

orders have adversely affected nutrition. Per capita

availability of vitamin C, for example, has increased sub-

stantially over the past decade mainly because of in-

creased production of these two commodities.*

The case against milk marketing orders is more

substantial, but most analyses that I have seen ignore

the nutritional consequences of having induced excess

production of milk by overpricing at the margin under

Federal mOk marketing orders. This is not the time nor

place to argue the merits or demerits of Federal milk

marketing orders, but they clearly represent an issue

that should appear somewhere on the research agenda

of any organization concerned with food policy issues.

CONCLUSIONS

My principal conclusion is that food policy analysts

would be remiss if they confined their studies to possible

changes on the demand side. What food will cost and

what consumers will eat probably will be influenced

more by changes in farm policies, at least over the next

4 or 5 years, than by changes in food policies. Without

too much exaggeration, one can characterize food

policies as involving instruments whose principal in-

fluence is on demand, while farm policies consist mainly

of instruments which influence the availability and

* USDA reports that the average amount of ascorbic

acid available for consumption per capita per day in-

creased 1 1 percent between 1967 and 1977, among the

highest of all nutrient increases during this 1 0 year

period (2).
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cost of raw products. The changes in food policies

which are now being actively considered will have a

modest influence on aggregate demand for food, mainly

through changes in subsidized consumption programs.

Most of the other proposed changes will affect middle-

men and the way in which food is processed, packaged,

labeled and possibly advertised, but they will have

relatively little impact on farmers. More important

changes affecting both food costs and nutrition are

likely to occur on the supply side.

I hope the research agenda can be broadened to

include an analysis of the consumer cost and nutritional

impact of changes in farm policies as well as the effects

of changes in food subsidy programs, various forms of

regulation, restrictions on advertising, and increased

funding for nutritional education on the entire food

system. By broadening the agenda, one might make

a modest contribution towards the integration of farm,

food and nutrition policies.
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ECONOMIC EFFECTS OF THE FOOD STAMP PROGRAM

By Paul E. Nelson and John Perrin*

ABSTRACT

Economic effects of the Food Stamp Program (FSP) on the Nation's economy and the economy of

Texas are reported. Estimates of the FSP's impact on business receipts and gross product were made

using two input-output models. The authors estimate that the Nation's economy gained $2.3 bilhon

in business receipts in Fiscal Year 1976 which it would not have gained without an increase in final

demand equivalent to the $5.3 billion in bonus food stamps. The impact wUl vary between States.

The purchase requirement exerts a real influence on the impact of the program.

KEYWORDS: Food Stamp Program, input-output, business receipts.

INTRODUCTION

When the cost of a Federally sponsored program

passes a billion dollars a year, people begin to take notice.

By the time it exceeds $5 billion a year, it is highly

visible. In fiscal year 1976, food bonus stamps alone

amounted to $5.3 billion. Media headlines have attested to

the program's visibility. Commentators have asked who is

gaining and who is losing. Some pundits continue to ask

if the magnitude and character of economic impacts will

remain the same once food bonus stamps are issued v^ath-

out a stamp purchase requirement.

To suggest some possible answers to these questions,

we will:

• Report net changes in business receipts flowing to-

ward or away from specified sectors because of

bonus stamp expenditures made during fiscal

year 1976;'

• Contrast these findings with those of a simulation

in which the same amount of bonus stamps were

*Paul E. Nelson is an agricultural economist in the

Food Economics Program Area, ESCS, USDA. John Perrin

was an economist, Division of Planning Coordination,

Office of the Governor, Austin, Texas, when this work

was initiated.

' Because of changes in the household sector's con-

sumption functions associated with this, or any income
transfer type program, some sectors will gain while others

will lose.

issued but without a stamp purchase requirement;

• Compare program impacts on the Nation's econo-

my with those on the Texas economy under alter-

native tax funding treatments;^

• Treat supply flexibility nationally in order to con-

sider the possibility of an output illusion

THE MODELS

Two input-output models developed independently

were chosen to identify the program's impact upon busi-

ness receipts and gross product. The input-output meth-

odology was selected because it allows changes in final

demand to be reflected fully throughout an entire econ-

omy as sectors interact with one another.

The models were partially closed by placing the food

stamp and nonfood stamp household sectors along with

the industry sectors in the endogeneous portion of the

transactions matrix. This partial closing enabled the

results to include the induced as well as the indirect im-

pacts resulting from the stimulus to final demand by the

bonus transfers.

^The first treatment used for the Nation's economy
and the first comparison for Texas increased taxes of the

nonparticipant household sector just enough to fund the

value of the bonus stamps distributed within each of these

economies (4). Italicized numbers in parentheses refer to

items in References at the end of this article.
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Details of these independently developed and ad-

justed input-output models are presented in (2 and 3).

However, it is relevant here to note that, unless otherwise

indicated 55 percent of the value of the bonus stamps

were assumed to have gone for food items and 45 percent

for nonfood items. ^ Import adjustments, of course, were

^The food-nonfood distribution was based upon (5)

and discussions of unpublished data upon which (6) was
based. Technically, even though each food stamp issued is

spent upon food, there is the possibihty of substitution of

nonfood for food purchases if before participation the

household spent a higher proportion of its net income for

food than the rules for participation require.

made. Imports consisted of any purchases which originated

beyond the boundaries of the economy under study; for

example, beyond Texas' boundaries for Texas. In addition,

the basic consumption function for Texas food stamp

households was derived from regional data (12, 14) and
for the total U.S. economy from corresponding national

data {13, 15).

FINDINGS

1976 PROGRAM WITH PURCHASE REQUIREMENTS,
UNITED STATES

Table 1 shows that the Food Stamp Program in fiscal

year 1976 issued $5.3 billion in bonus food stamps. The

Table 1.—Changes in U.S. business receipts and gross national product with income transfer from taxpayers to food

stamp households in fiscal year 1976: column A-purchase requirement to obtain bonus stamps, column B-bonus
stamps received without purchase requirement'

Changes in business receipts by industry sector* Change in gross national product (GNP)

A B

Thousand dollars

Agriculture, forestry, and fisheries .... +796,772
Mining -16,552

Construction -10,548

Manufacturing:

Food manufacturing -

Meat and poultry products .... +562,342
Dairy products +200,503
Grain mill products +1 74,832
Bakery products +115,520
Canned and preserved foods . . . +336,051
Other foods and beverages .... +191,370
Total +1,580,618

Nonfood manufacturing -551,894

Total manufacturing +1,028,724

Local and suburban transportation. . . -6,876

All other transportation -10,813

Communications -30,344

Gas, electric, water and

sanitary utilities -1 ,246

Wholesale trade +486,81

1

Retail trade +901,443
Finance, insurance, and real

estate ^14,884
Personal services +89,493
Physicians and dentists -71,425

Hospitals and laboratory services . . . -29,380

Education (private) -46,940

Other sectors^ -153,251

Total change in business receipts . +2,331 ,998

+244,815
+13,164
+16,334

+82,219
+4,929

+30,442
+492

+70,073
-118,733

+72,422
-195,026

-122,604

+17,713

-55,530

+13,879

+197,706
-100,989

+315,713

+147,716
-62,442

+880
+111,987
-30,586

-163,351

+544,405

A B

Thousand dollars

Participant household sector:

Bonus stamps received 5,313,000 5,313,000
Plus income from new jobs 20,998 31,854
Minus increase in savings

and taxes 148,439 415,485

Equals change in consumption
expenditures

5,185,559

4,929,983

Nonparticipant household

sector:

Income received from new
jobs 548,268 189,683

Plus decrease in savings

and taxes 417,235 499,824
Minus tax to fund bonus
stamps 5,313,000 5,313,000

Equals change in consumption
expenditures -4,347,497 4,623,493

Sum of change in consumption
expenditures equals GNP 838,062 306,490

^The nonparticipant household sector was taxed $5,313 billion to fund bonus stamps. The expenditure of bonus stamps was treated as

an increase in final demand of this amount. Meeting this increase in final demand required additional economic activity. This increased

economic activity resulted in a contribution to gross national product of $838,062 million for fiscal year 1976, when households which

participated had to buy stamps to participate. The simulation for the ending of the requirement to purchase stamps yielded a corresponding

figure of $306,490 million. As a result of the injection of bonus stamps, the final demand for the products and services of some sectors

rose more than it would have risen without the program. Agriculture, forestry and fisheries, for example, received $796,772 million more
in business receipts (output) than without the program. For other sectors, output was less than it would have been without the program.

Mining, for instance, would have received $16,552 milMon more in business receipts without the program. ^Other sectors is an aggregate

composed of direct and transferred imports; business travel and gifts; office supplies; Federal, State, and local government enterprises; and

other services.
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Nation's economy gained $2.3 billion in business receipts

which it would not have gained without the program or an

equivalent increase in final demand. It also gained $838.1

million more in Gross National Product (GNP). While in

absolute dollars this increase in business receipts is substan-

tial, the base value is so large that the percentage change is

quite small. The increase in business receipts equaled 0.2

percent.

As anticipated, agriculture, forestry and fisheries; food

manufacturing; and the retail trade sectors gained while

other sectors lost; that is, had lower business receipts (out-

put)—than if there had not been a program. Agriculture,

forestry and fisheries gained $796.8 million (1 .3 percent);

food manufacturing; $1 .6 billion (1 .6 percent); and retail

trade, $901 million (0.9 percent). Of the food manufactur-

ing sectors, meat and poultry products and canned and

preserved foods gained most. The former's business

receipts gained $562.3 million (2.5 percent), the latter's,

$336.1 million (3.6 percent).

Sectors which lost the most were nonfood manufactur-

ing, $551 .9 milhon (0.1 percent); and finance, insurance

and real estate, $414.9 million (0.3 percent). Losses are

largely explained by two factors: (1) the drop in expendi-

tures associated with the tax increase levied upon the non-

participant household sector to fund bonus stamps and (2)

the purchase requirement for the food sectors which shifted

food stamps purchases toward food sectors more than if

there had been no such requirement. However, as shown
above, total gains exceeded total losses by $2.3 billion.

PROGRAM WITHOUT PURCHASE REQUIREMENT,
UNITED STATES

The simulation used to ascertain the economic impact

of the Food Stamp Program v^ath the same amount of

bonus stamps but without a purchase requirement showed
that business receipts would increase $544.4 miUion (less

than 0.1 percent). The contribution to GNP was $306.5

million. Most of the same sectors which gained when there

was a purchase requirement constraint also gained the most

without it. Agriculture, forestry and fisheries gained

$244.8 million (0.4 percent); food manufacturing, $72.4

million (0.1 percent); and retail trade sectors, $315.7 mil-

lion (0.3 percent). However, other foods and beverages,

and the wholesale trade sectors both lost instead of gain-

ing. They lost primarily because the decline in purchases

from them made by the nonparticipant household sector

exceeded the increases in purchases from them made by
the participant household sector.'*

* Under the tax increase to fund bonus stamps, the

nonparticipant household sector bought $219.9 million

less from the other foods and beverages sector and $252.9
million less from the wholesale trade sector. Simultaneous-
ly, the participant household sector increased its purchases
from the other foods and beverages sector by only $144.4
million. The comparative size of the decrease in purchases
by the nonparticipant household sector explains most of
the shift, which resulted in a net decline in business
receipts for the two sectors.

Sectors which lost most were nonfood manufacturing,

$195.0 million (less than 0.1 percent), and personal ser-

vices, $62.4 milhon (0.4 percent). Sectors which now
gained instead of losmg included finance, insurance and

real estate, $147.7 miUion (0.3 percent); physicians and

dentists, $0.8 million (less than 0.1 percent); hospitals and

laboratories, $1 12 milUon (0.7 percent); mining and con-

struction, respectively, $13.1 million (0.1 percent) and

$16.3 million (less than 0.1 percent). Here, losses were

primarily associated with decreased purchases by the non-

food stamp household sector. There was no purchase re-

quirement.

IMPACT UNDER FULL TAX FUNDING, TEXAS

Table 2 presents results for both full and proportion-

ate tax funding.^ Column A reports impacts for the

former and Column B for the latter.

Under full tax funding, Texas' business receipts in-

creased $32.4 milUon (less than 0.1 percent), but gross

State product declined $73.5 million. Agriculture,

forestry and fisheries gained $23.7 million more than with-

out the program (0.4 percent). Other sectors gaining

were food manufacturing, $45.2 million (0.7 percent);

food wholesaling, $15.2 milUon (1 .3 percent); food retail-

ing, $33.6 miUion (2.2 percent); and hospitals and labo-

ratories, $1.6 miUion (0.2 percent). For the food manu-

facturing sector, the meat and poultry, and dairy prod-

ucts components gained most, respectively, $20.7 (1 .1

percent) and $10.9 miUion (2.8 percent).

Sectors which lost extensively included nonfood

manufacturing, $8.9 milUon (less than 0.1 percent); eating

and drinking places, $8.4 miUion (0.5 percent); other

retail, $23.2 milUon (0.4 percent); physicians and den-

tists, $4.8 milUon (0.4 percent); and other services, $18.7

miUion (0.2 percent).

These gains and losses, while simUar to the national

impact pattern, differ in important ways. For example, at

the national level, business receipts rose 43.9 cents for

every doUar of bonus stamps spent. In Texas the corre-

sponding figure amounted to 10.2 cents. Gross national

product decUned 7.2 cents for each dollar of bonus ex-

penditures. In addition, some sectors which gained nation-

aUy did not gain in Texas and some which lost nationally

did not lose in Texas. Thus, nationally, the other foods

and beverages sector gained whUe in Texas this sector

lost. Conversely, the hospitals and laboratory services sec-

tor lost nationally while this sector in Texas gained.

Factors which largely explain these differences in

impact upon the two economies involved (1) differences

in import leakages, (2) variations in the household sectors'

consumption functions, (3) shifts in functions due to the

tax increase to fund bonus stamps and (4) the magnitude

of the tax increase. Space and time do not permit elabora-

tion of these points. Suffice it to say that the results for

* Refer to footnote 2.
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Table 2.—Texas model, fiscal year 1976; column A-full $298.7 milUon taken in taxes to fund stamps; column fa-

Texas proportional share of total Federal taxes applied to total value of U.S. bonus stamps i

Change in business receipts by sector

A B

Thousand dollars

Agriculture, forestry and

fisheries +23.702 +25.863

Mining -1.157 +.138

Construction -.804 -.073

Manufacturing:

Food manufacturing—

Meat and poultry products . . . +20.657 +22.146

Dairy products +10.933 +11.370

Grain mUl products +6.108 +6.288

Bakery products +4.610 +5.009

Canned and preserved foods . . +3.227 +3.534

Other foods and beverages. . . . -.340 +.959

Total +45.195 +49.306

Nonfood manufacturing -8.934 -3.057

Total manufacturing +36.261 +46.249

Local and suburban

transportation +.859 +.959

All other transportation -4.482 -2.224

Communications +.008 +.911

Gas, electric, water and
sanitary utilities +.773 +3.220

Wholesale trade:

Food +15.198 +16.066

All other -10.926 -7.345

Total wholesale +4.272 +8.721

Retail trade:

Food stores +33.589 +35.770

Eating and drinking places -8.400 -6.332

All other retail -23.173 -7.'833

Total retail +2.016 +21.605

Finance, insurance and real

estate.. -8.111 -.970

Personal services +.941 +1.657

Physicians and dentists -4.825 -3.340

A B

Thousand dollars

Hospitals and laboratories +1.635 +2.825

Other services -18.732 -13.078

Total change in business receipts +32.356 +92.463

Change in household income and gross State product

FuU tax Adjusted tax

Participant household sector:

Bonus stamps received +298,700 +298,700

PLUS increase from new jobs +1,087 +1,163

Minus increase from savings and taxes. . . +25,953 +25,960

Equals change in consumption

expenditures +273,834 +273,903

Nonparticipant household sector:

Income from new jobs -77,852 -45,189

Plus decrease in savings and taxes +29,193 +53,345

Minus tax increase to fund bonus stamps +298,700 +266,984

Equals change in consumption

expenditures -347,359 -258,828

Change in combined consumption

expenditures (gross State product) -73,525 +15,075

' The nonparticipant household's consumption function was adjusted prior to the distribution of bonus stamps to the food stamp house-

hold sector by increasing taxes. Under column A the amount of tax equaled $298.7 million and under column B, $266,984 million. For the

mechanics of adjustment of each of the nonparticipant household sector's cells, see (4, p. 8). Note: Italicized number in parentheses refers to

item in References at the end of this article.

fiscal year 1976 are consistent with those for fiscal year

1974 reported elsewhere {4).

IMPACT UNDER PROPORTIONATE TAX
FUNDING, TEXAS

With this smaller tax increment to fund bonus stamps,

Texas business receipts grew $92.5 million (0.1 percent)

and gross State product, $15.1 million. All sectors either

gained more or lost less than under full tax funding. Agri-

culture, forestry and fisheries gained $25.9 million (0.5

percent); food manufacturing grew $49.3 million (0.8 per-

cent). Additional sectors with large gains were gas, elec-

tricity, water and sanitary utilities, $3.2 million (0.1 per-

cent); wholesale food, $16.1 million (1 .3 percent); and

retail food, $35.8 million (2.4 percent).

In contrast, sectors which experienced large losses

were nonfood manufacturing, $3.1 million (less than 0.1

percent); all other wholesale, $7.3 million (0.2 percent);

all other retail, $7.8 million (0.3 percent); and other ser-

vices, $13.1 million (0.2 percent)

SUPPLY FLEXIBILITY AND THE POSSIBILITY

OF AN OUTPUT ILLUSION

Any input-output comparison assumes that increases

in final demand are real and, consequently, output called

forth to meet the increase also is real. The question here

is whether the increases in final demand and output re-

ported for fiscal year 1976 were real or inflationary or

more real than inflationary. Evidence is mixed. Table 3
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Table 3. -Specified sectors for city wage earners and clerical workers,

consumer price index

(1967=100)

Year All items Food
Durable

commodities

Services,

less rent

1970 116.3 114.9 111.8 123.7

1971 121.3 118.4 116.5 130.8

1972 125.3 123.5 118.9 135.9

1973 133.1 141.4 121.9 141.8

1974 147.7 161.7 130.6 156.0

1975 161.2 175.4 145.5 171.9

1976 170.5 180.8 154.3 186.8

(5, pp. 241, 243.)

Note: Italicized number in parentheses refers to item in References at the end of this

article.

presents the consumer price index for durable and non-

durable sectors and the food component of the nondur-
able sector. The overall impression is one of price inflation

and the implication that the increase in final demand was
not completely real. However, data presented in table 4
for manufacturing, and additional data for the agricul-

tural crop and livestock sectors make this appear to be a

strange kind of inflation. For food, there is no evidence

that excess dollars have stimulated producers to increase

output up to the point where existing capacity was over-

utilized. Manufacturing capacity not only was under-

utilized, but at a level perceptibly lower than that prefer-

red by manufacturers.

For farmers, their 352 million harvested acres in 1949

were an all-time high^ (iO). If this high is treated as full

capacity, the acres harvested in 1976 equaled 94.6 percent

of full capacity (11). This measure is crude, but in one

sense conservative. Since 1949, tractor horsepower has in-

creased, which would enable the same manpower to plant

even more acreage than in 1949 without the same strain on

manpower resources. Also, yields for many major crops

have increased (given corresponding weather conditions)

so that the same harvested acres today would yield more

^Between 1964 and 1969, total land in farms declined

4.1 percent (10, p. 420).

Table 4.—Manufacturers' capacity utilization rates: Operation and ratios

of operating to preferred rates

Year

Operation rates
Ratios of operating/preferred

rates

Non-AU manu-
Food All manu- Non-

facturing durable facturing durable
Food

Percent

1966 86.0 85.5 79.0 0.94 0.94 0.90

1967 84.0 84.5 79.5 .94 .94 .90

1968 84.8 85.8 81.5 .94 .94 .91

1969 84.5 85.8 82.3 .94 .94 .92

1970 80.9 83.3 81.5 .95 .94 .92

1971 80.3 83.3 80.5 .95 .94 .92

1972 83.0 84.5 80.5 .95 .94 .91

1973 85.5 86.0 80.5 .95 .94 .91

1974 82.5 83.8 79.8 .87 .89 .86

1975 77.0 78.8 77.3 .81 .84 .85

1976 81.5* 81.7 77.3* .85* .88* .86*

(7, p. 47; 5, p. 10; P, p. 28).

*FiTSt three quarters.

Note: Italicized numbers in parentheses refer to items in References at the end of this article.
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product. Taken together, the 94.6-percent figure thus

impHes we were closer to full capacity in 1949 than we
actually may have been in 1976.

Livestock production hit an historic peak in 1973. In

terms of units of livestock (animal equivalent basis), the

agricultural sector produced at 95 .7 percent of capacity

0).
Thus, conflicting sets of data confront us. The capac-

ity figures suggest no food price increase may be attributed

to too many dollars chasing too few food items because

the food growing and processing sectors were operating at

full capacity or even beyond in terms of overutUization.

Yet the price indexes, including food, suggest the increase

in final demand was not entirely real.

Each conclusion may be partially correct. We believe

that increases in the final demand for food generated by

the expenditures of food bonus stamps were more real

than illusory and that the final demand increase occurred

under conditions of production and processing which

should have stimulated few, if any, increased in food

prices. There were no extreme shortages of food supplies.

CONCLUSIONS

The data resulting from the input-output comparisons

suggest:

• The expenditures of bonus food stamps in fiscal

year 1976 did increase the economy's real business

receipts and gross national product.

• The impact at the State level will vary by State.

Some States will particularly benefit if they have

low import leakages; if their contribution to total

Federal taxes is such that the proportion going to

bonus stamp funding is less than the proportion of

total bonus stamps which they actually received.

• A food stamp program which requires participating

households to buy some stamps to receive bonus

stamps wall exert a substantially different impact

upon the economy than one which has no such

requirement. With a purchase requirement, the

gross dollar business receipts received by the agri-

cultural, food processing, and merchandising sec-

tors will be greater in absolute doUars than for a

program with no such requirement. However, mea-

sured in terms of changes in the size of the busi-

ness receipts, the change, relative to the bases, is

less than 5 percent in all cases. The rise in total

business receipts of the entire economy and the

contribution to gross product also would be

greater with a purchase requirement.

• In view of the farm and food processing sectors'

level of operation, overall increases in food prices

cannot apparently be attributed to an increase in

final demand generated because food stamp ex-

penditures forced these sectors to produce at full

utilization or overutilization at this time.
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COMMODITY DISTRIBUTION PROGRAMS AND THE SUPPORT OF
FARM INCOME

By William T. Boehm, Thomas A. Stucker, Anthony Gallo, and Mike Belongia*

ABSTRACT

Commodity distribution programs were originally designed to help support farm income. Public

purchase of commodities had resulted in accumulation of stocks which have been used to help feed

needy people. The theoretical influence of a government purchase program for a commodity is

illustrated and the types of government commodity purchases under various legislative sections are

discussed. The most important legal authorizations for commodity distribution are Section 32 of the

amendments made in 1935 to the Agricultural Adjustment Act of 1933, Section 416 of the

Agricultural Act of 1949, and Section 6 of the National School Lunch Act of 1946.

KEYWORDS: Commodity distribution, farm income support, surplus commodities.

Commodity distribution programs have been oper-

ated by the U.S. Department of Agriculture since 1935.

Those operated today have grown largely from the early

programs designed to help support farm income. It is

generally recognized that when both supply and demand
are relatively inelastic, as is true with most farm commod-
ities, small movements in quantities offered for sale can

result in rather wide fluctuations in the price level. And
in years when production is "greater than normal" that

farm prices can fall to levels well below the cost of pro-

duction without "support".

When public programs were designed to support

farm incomes through the public purchase of commodi-
ties, questions arose as to the disposition of the accumu-

lated products. It seemed reasonable then (and still does)

to distribute such an "agricultural abundance" to those

without adequate resources to make such purchases

through regular market channels. Clearly this solution

is more acceptable than one of the alternatives— destruc-

tion of the purchased commodity.

Questions still exist, however, as to whether such pur-

chase and distribution programs do, in fact, influence

farm incomes in total and over the long run. To our

knowledge, very few attempts have been made to develop

answers to these questions. This fact should, at a minimum,
serve as a warning that finding answers will not be easy.

This article is not an attempt to provide definitive

answers. Rather, we present a framework for research on

this issue and we put the problem itself into perspective

by reviewing the major legislative statements in effect

today authorizing Government commodity purchase and

distribution programs. After a review of the research evi-

dence available on the topic, we conclude with what we
believe are the major points to be researched.

BACKGROUND

Public programs designed to improve the economic

positions of farmers are as old as the Nation. Events of

the recent past, largely associated with the American

Agricultural Movement, remind us all that the ecomomic
viability of farms remains a social issue. Programs which

authorize the public purchase and distribution of U.S.

agricultural commodities to needy persons, however, only

date back to 1935. Important for a time as the only real

public food relief, commodity distribution programs to-

day account for less than 10 percent of all Federal public

food aid (fig. 1). Further, 90 percent of the commodities

distributed are used in the child nutrition programs-

primarily National School Lunch. But, even in that pro-

gram, the value of commodities distributed is only about

*The authors are agricultural economists with the Na-

tional Economic Analysis Division, Economics, Statistics,

and Cooperatives Service, USDA.
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FIGURE 1

PUBLIC FOOD AID EXPENDITURES, 1969-77
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20 percent of the total Federal support (table 1). All other

public domestic food assistance, including the Food Stamp

Program, is via resource transfers which provide reim-

bursement for the purchase of foods through regular mar-

ket channels. It is likely, therefore, that, in the aggregate,

farm incomes today are more influenced by the market-

effected food purchases which result from cash (and

coupon) assistance than by the Government purchase and
distribution of physical commodities. However, purchase

and distribution programs may well have important income
influences in particular markets at particular points in

time.

While the relative importance of commodity distribu-

tion as a tool to support farm income has not increased

substantially over time, several legal authorizations for

its continued use exist. The most important (in terms of

value distributed) are Section 32 of the amendments made
in 1935 to the Agricultural Adjustment Act of 1933,

Section 416 of the Agricultural Act of 1949, and Section

6 of the National School Lunch Act of 1946. Together,

these three authorizations account for almost all of the

commodities distributed in 1977 (table 2).

The stated purpose of Section 32 is to provide market

outlets for surplus agricultural commodities by encourag-

ing exports and domestic consumption among low-income

groups. In addition, production payments, programs to

find new uses for agricultural commodities, and several

other programs are also authorized under the act of 1933.

In recent years, though, these have been inactive. Between

1936 and 1976, roughly 85 percent of Section 32 funds

(about $6 biUion) have gone to domestic purchase and

donation programs. Only about 7 percent have gone to

export programs, and these have not been active in recent

years.

Under the Section 32 purchase and donation program,

USDA purchases surplus, nonbasic, perishable commodi-
ties at the wholesale level through public bidding pro-

cedures. Program rules largely determine what food items

are "surplus, nonbasic and perishable." The "surplus"

determination is made by the Secretary of Agriculture

prior to acquisition. If the market price for an agricultural

Table 1 .-Appropriations for domestic food programs, 1977 and 1978

Program 1977
1978, current

estimate

Million dollars

Child nutrition 586 591

Food donations 27 31

Elderly feeding 27 35

Institutions 22 24

Total, commodities 622 671

Cash and other 7,942 8,556

Total 8,604 9,227

Percent

Commodities as a

percentage of total 8.3 7.2

Commodities as a

percentage of child

nutrition 22.0 20.4

Source: Food and Nutrition Service.
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Table 2.—Value of foods distributed, by enabling legislation, 1 966-77

Year Section 32 Section 416 Section 6 Total

MU. Mil Mil.

dol. Pet. dol. Pet. dol. Pet. MU. dol.

1966 143 44 124 41 58 18 325

1967 114 38 132 43 58 19 304

1968 150 35 217 51 56 13 423
1969 251 48 206 39 64 13 522
1970 361 63 151 26 64 11 577

1971 339 54 221 35 64 10 624

1972 279 43 308 47 64 10 652
1973 219 40 263 49 59 11 542

1974 247 45 234 43 67 12 548

1975 267 52 162 33 64 15 494
1976 214 49 147 34 71 16 433
1977' 16' 3 467' 89 522^

* Preliminary.

'Includes funds from Section 4a of the Agricultural and Consumer Protection Act of 1973.

'Includes transfer of purchase authority of $401 million from Sections 32 and 416.

^Includes $39 million from Section 707 of the Older Americans Act of 1965 and Section 4a of

the Agricultural and Consumer Protection Act of 1973.

commodity is less than 100 percent of parity, it may be

classified as "surplus."^ All nonbasic commodities are

therefore potentially eligible. Examples of the types of

commodities most frequently purchased include apple and

frozen orange juice concentrate, frozen turkeys, frozen

cut-up chicken, canned fruits and vegetables, frozen

ground beef and canned beef, and potatoes (dehydrated

and frozen fried). In 1975, meat and poultry accounted

for almost three-fourths of the $267 milHon worth of

products distributed under this authorization.

Section 32 purchases are financed by a continuing ap-

propriation drawn from 30 percent of the import duties

imposed on all U.S. imports. Authorization for an addi-

tional $500 million annually is also provided for under

the Agricultural Act of 1956. In 1976, $215 million worth

of commodities were distributed to schools, needy per-

sons, and institutions under Section 32 authorization—86

percent to schools.

Secfion 416 of the Agricultural Act of 1949 autho-

rizes USDA's Commodity Credit Corporation (CCC) to

donate commodities to the Bureau of Indian Affairs,

school feeding programs, and needy persons. In 1976,

$147 million in CCC commodities were distributed under

Section 416. About 86 percent of these commodities

(value basis) went to schools.

"Domestic donations" account for between one-

third and one-fourth of total CCC dispositions. Domestic

sales, and sales for export and foreign donations account

for the bulk of total CCC dispositions. Generally, the pro-

ceeds from such sales have exceeded the costs of acquisi-

tion. In recent years, almost all CCC donations under Sec-

tion 416 have gone to domestic outlets. Prior to 1967,

This conclusion is based on a September 1967 Gen-
eral Council Opinion (#150).

most CCC Section 416 donations went to foreign non-

profit voluntary agencies. Since then, authorizations for

foreign donations have been transferred to Title II, PubUc

Law 480. In addition to those distributed under Section

416 of the Agricultural Act of 1949, some CCC invento-

ries have been distributed to domestic commodity dis-

tribution programs under sections of various other acts.

Items distributed under Section 416 are "basic"—

products whose prices are supported by USDA commod-
ity programs. Therefore, meats, poultry products, and

canned fruits and vegetables are not ehgible. Dairy

products, though, account for a major portion of the

commodities distributed under Section 416—85 percent

in 1975. Fats and oils, rice, peanuts, wheat, and other

grains make up a significant part of the remainder.

Generally, States are permitted as many Section 416

commodities as they can use without waste. However,

with CCC inventories down in 1974 and 1975, States were

given a pro rata share as delineated in Section 32. On Jan-

uary 18, 1978, Assistant Secretary Foreman announced

that increased quantities of rice, flour, and other grain

products, and dairy and peanut products are again avail-

able for use.

Major commodity distributions are also made under

Section 6 of the National School Lunch Act of 1946.

Through the mid-seventies, these distributions accounted

for about $60-$70 million of the food distributed to

schools and between 10 and 20 percent of all donated

foods.

In contrast to distributions under Sections 32 and

416, Section 6 commodities need not be from CCC stocks

or on the "real surplus" list. A "high protein" orienta-

tion is, however, mandated for commodities purchased

under this section. In 1975, 80 percent of the commodity
funds spent under Section 6 authorization were allocated
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to beef and poultry. All perishable , nonbasic commodities

are now purchased under Section 6.

The Department is authorized to substitute limited

cash in lieu of commodities when not enough commodities

are available for distribution. At least 75 percent of the

mandated per-lunch entitlement under Section 6(e) of the

National School Lunch Act must be in the form of com-

modities, 25 percent may be in cash, when foods are not

available. Section 6(e) requires that the Secretary allocate

a total value of cash or commodities for each school lunch

served (12.75 cents in fiscal year 1978).

COMMODITY DISTRIBUTION AND THE
SUPPORT OF FARM INCOME

USDA commodity purchase and distribution programs

as authorized by the various legislative authorities dis-

cussed above potentially influence the gross income of

agricultural producers by expanding the markets for those

products. Graphically, the theoretical influence of a Gov-

ernment purchase program for any one commodity may
be shown as in figure 2.

There are two demand components for the commod-
ity—a private demand and a public sector demand. These

demand curves, when horizontally summed, represent the

aggregate demand for the commodity in question. The
public sector demand has three distinct features:

(a) A price along the vertical axis (P3) above which

none of the commodity would be purchased. In all but

FIGURE 2

THEORETICAL INFLUENCE OF GOVERNMENT
PURCHASE PROGRAM ON ANY ONE COMMODITY

PRICE

q., ^2 QUANTITY

very unusual cases, this price will be substantially below
the price at which none of the product would be pur-

chased in the private sector market.

(b) A normal, downward-sloping section, at which, as

price falls below (P3), more of the commodity will be

purchased.

(c) A perfectly elastic portion indicating the price

(?! ) at which the Government stands ready as the residual

buyer to purchase all that is not removed from the market

by private sector demand at this price.

Thus, given such an aggregate demand schedule, Gov-

ernment purchases of the commodity will be largely deter-

mined by what is offered for sale. The extent of Govern-

ment influence on market-clearing price wall be deter-

mined by what we shall call the "zone of intersection."

For example, if qj is offered for sale, the Government has

no influence on market clearing price. If qj is offered for

sale. Government influence is equal to P2-P1 . In certain

cases, when the intersection is in zone C, Government

influence on market-clearing price could be total—the mar-

ket would not clear at a positive price. Notice, however,

that even in zone C, the available production is allocated

between the public and private demand.

Figure 2 can be used to describe the types of Govern-

ment commodity purchases under various legislative sec-

tions discussed earlier. Section 416 of the Agricultural Act

of 1949 authorizes the distribution of CCC commodities.

These "basic" commodities are supported by USDA com-

modity programs. In general, those products are purchased

at the supported price (Pj); and, thus, the quantity offered

for sale is in zone C.

Most Section 32 and probably all Section 6 purchases

occur in zone B. That is, market price is below P3 , but

above Pj . As market price increases from near Pi toward

P3, Government purchases would be expected to fall. In

certain circumstances. Section 32 purchases would be

made in zone C. If, in a local market for a perishable non-

basic product, the quantity offered is so large relative to

what would be taken by the private market at less than

"disastrous" prices, the Government could make pur-

chases necessary to support the price at Pj

.

All Section 6 purchases would be expected to occur

in zone B. These products, purchased for use in the child

nutrition programs, are bought by the Government

primarily for their nutritional content. Such products

would thus represent the case of a public good which has

a normal downward-sloping, price-sensitive demand.

Theoretically, the extent to which such commodity
purchases help increase farm income (price times quantity)

depends upon the zone of intersection. Other things being

equal, purchase of commodities in zone C should contrib-

ute relatively more to the support of producers' incomes

than purchases made in zone B. Clearly, zone A is irrele-

vant here since the Government makes no purchases. The

relative support of income must always be evaluated in

terms of the market-clearing price expected with no Gov-

ernment purchases.
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This framework may be useful for researchers who
hope to identify the farm income support afforded via

commodity distribution programs. Conceptually, at least,

it would seem possible to identify (statistically estimate)

the private sector and public sector demands for specified

agricultural products and, with that information and the

specified support price level, to develop an aggregate

demand (fig. 2). Production and CCC purchases could

then be related to determine the extent of the public sec-

]
tor influence.

PROBLEMS TO BE OVERCOME

Two serious problems exist regarding the potential

use of relationships shown in figure 2 for research. First,

the analysis is based upon the assumption that the two

demand components—public and private— are unqiue.

Secondly, the analysis assumes that the government pur-

chases do not reappear as "supply" in subsequent periods.

UNIQUENESS OF DEMANDS

Uniqueness of demands is required to obtain the

maximum demand expansion from a government pur-

chase and distribution program. To the extent that recipi-

ents of the pubhcly distributed commodities substitute

them for regular market purchases, the effectiveness of

those purchases in increasing farm income is reduced. In

recent research, we find, for example, that some substi-

tutability Ukely exists (involving a shift in the time of

consumption) between market purchases of fluid milk for

consumption "at home" and the consumption of Gov-

ernment-subsidized mUk through the child nutrition pro-

grams. The effect of such substitutabUity is to shift zones

B and C back toward the private sector demand.

While the evidence on substitutabihty (or "slippage")

is clearly not all in, there is a strong rationale to suggest

net gains in consumption (and thus, ceteris paribus, gains

in farm income) as a result of the Government subsidized

food programs. First, the distributions are targeted to

groups with relatively few resources to make equivalent

value market purchases. Second, the distribution pro-

grams tend to provide foods at times when access to mar-

ket purchases is minimal. Finally, some of the food dis-

tributed, such as butter, would likely generate less of a

private sector demand if the products were not distributed.

As can be calculated from table 2, 94 percent of the

1977 appropriated dollars for USDA commodity distribu-

tion were for the child nutrition programs, primarily Na-

tional School Lunch. Preliminary estimates are that

$466.3 miUion in commodities were actually distributed

for use in the School Lunch Program during that year.

In a 1950 study. Nelson concluded that positive sup-

port existed in Iowa for several farm products. That is,

more was consumed than would have been the case wdth-

out the school lunch program. However, Nelson also found
that, while the programs appeared to provide both market

support and nutritional supplement in the case of milk.

"the total daily calcium intake of the 9,10, and 1 1-year

old subsample was equivalent for both school and non-

school lunch students" (2, p. 317).^

In that study, though. Nelson evaluated the total /«-

?flfce—regardless of whether the commodity was purchased

with cash (milk, for example) or obtained via commodity
distribution. Clearly, the degree to which commodity dis-

tribution programs actually operate to increase total con-

sumption of agricultural products continues to be un-

resolved. It is an issue we intend to research.

TIME OF DISTRIBUTION

The other conceptual problem is related to the time

dimension employed for product distribution. If USDA
accumulates a product in one time period to support the

product price at Pi , market prices could be dampened by
offers to sell the product when prices begin to rise above

Pi , in subsequent time periods. As has already been indi-

cated, a fairly large percentage of all CCC purchases are

resold for use in both domestic and foreign markets at

prices above the CCC purchase price. The effect of such

programs is, therefore, more likely to stabilize farm prices

over time than to actually increase the cumulative

revenue to farmers.

The severity of these two problems is heightened

somewhat by the fact that raw agricultural products are

biological and, therefore, highly perishable. To utilize

domestic and foreign food distribution programs as

partners in purchase programs designed to support farm

income, it is usually necessary to purchase the processed

(storable) counterparts of most raw agricultural products.

The farm price of milk, for example, is supported through

CCC purchases of butter, cheese, and nonfat dry milk (the

largest in volume and value). While such a system (pur-

chase for distribution) maximizes the humanitarian use

aspects of commodity programs, it also tends to retard

their potential for influencing real increases in farm income

over time. When purchases exceed distributions, stocks

and Government costs increase and so does the pressure

for Government sales.

EFFECTS OF SECTION 6 DISTRIBUTION

A final point regarding the potential of commodity
distribution programs to influence increases in farm in-

come relates to the purchase and distribution of commod-
ities as originally authorized under Section 6 of the Na-

tional School Lunch Act: these purchases need not be

basic (that is, price supported) or in "surplus." Authoriza-

tion for such purchases relates primarily to the increased

distribution of foods to "improve the nutritional content

of school lunches" (5, p. 74). Since 1960, between 10 and

20 percent of the value of all food distributed have been

distributed under Section 6 authorization. Foods pur-

Italicized numbers in parentheses refer to items in

References at the end of this article.
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chased under Section 6 have a high protein content and in-

clude such items as meats, poultry, and fruits and vege-

tables.

The argument is made that, since USDA is a large vol-

ume buyer and already has a distribution network (for

Section 416 and Section 32), higher value meals can be

served at lower cost per meal as a result of commodity

distributions. USDA distribution of such commodities

could possibly influence farm incomes if:

(a) The foods distributed do lower per meal costs and

encourage additional consumption and/or

(b) Schools serve more "basic" meals as a result (foods

with relatively high farm value).

The research evidence available on these two points is

not definitive. It does seem clear, however, that particular-

ly the smaller, more rural schools do benefit from lower

per meal costs as a result of the USDA program. That is,

without commodity distribution programs (Section 416,

Section 32, and Section 6), the local purchase of the same

foods would be more costly. In a report published in 1975

on comparative food costs, ERS (now part of BSCS), re-

searchers concluded that, if the same tonnages had been

purchased at the average prices paid by the various sized

school systems, costs would have been higher. A critical

factor, quality variation, was not measured in that study.

"Costs for the largest schools were 0.3 percent higher than

costs for USDA-supphed commodities. Those of the

smallest schools were 18.4 percent higher. The average of

all school systems was 7.2 percent higher" (5, p. 5). In

contrast, however, Erickson reported in a study published

in March 1977 that "there was no difference between a

cash-in-heu of commodities program and a Federally

donated commodity program concerning the cost of

producing Type A lunches at the school level in Oklahoma

and Kansas" {1, p. 40). USDA's Food and Nutrition Ser-

vice is conducting a study at this time in an attempt to

resolve the apparently conflicting results.

CONCLUSIONS

This article provides no new information regarding the

ultimate farm income influence exerted by the commod-
ity distribution programs of USDA. That was not our pur-

pose. Undoubtedly, some secondary data exists for use in

addressing the question, but few attempts have been made

to do so. We are committed to do more—indeed, there is

a mandate in the National School Lunch and Child Nutri-

tion Act of 1977 for USDA to look specifically at the farm

income impUcations of the program of cash in heu of com-

modities.

We have presented a rather simple conceptual frame-

work for addressing the major issues. The major issue to

be resolved is what we wUl choose to call "slippage"—

a

term relatively famiMar to many who have worked in the

area of farm pohcy analysis. Past questions about "slip-

page" have been raised in the context of programs de-

signed to reduce agricultural production. Here, we relate

the term to consumption. Whether or not farm incomes

are increased as a result of commodity distribution pro-

grams fundamentally depends on whether or not such pro-

grams result in net increases in consumption at a specified

or higher price level. This can only occur if:

(a) The markets for public and private consumption

are relatively unique so that expansions in pubUc demand
do not come at the expense of sales through regular mar-

ket channels. That is, total aggregate demand for the

product must be increased, and

(b) The products' purchased in one time period (to

support price at a specified level) do not "re-appear" to

influence the amount available for sale in subsequent

periods (thus depressing the price).

Finally, commodity distribution programs are fairly

unimportant relative to total domestic food aid. Likely,

the farm income support generated by these programs far

exceeds the positive influences generated as a result of

commodity distribution per se.
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FOOD PROGRAMS AND THE RETAIL PRICE OF FOOD

By R. A. Schrimper*

ABSTRACT

A model is proposed for analyzing what is known about the effects of Federal food programs on the

relative price of food at the retail level. Given the assumed elasticities, a 10-percent increase in food

program participants' demand for food could result in a 0.08- to 4.0-percent increase in food prices.

KEYWORDS: Food programs, food prices, demand for food.

INTRODUCTION

The combination of words in the title assigned for

this particular part of the seminar series implies that a

linkage may exist between the existence of food programs

and the retail price of food. In view of the Federal food

programs expenditures, especially since 1970, and be-

havior of food prices in recent years, it is understandable

how these developments might produce various hypo-

theses. For example, the Federal cost of USDA food pro-

grams for the 50 States and the District of Columbia in-

creased nearly 250 percent between 1970 and 1976 (table

1). During this time, the retail price of food rose approxi-

mately 60 percent, as measured by the Bureau of Labor

*The author is an agricultural economist with North
Carolina State University. He gratefully acknowledges

helpful suggestions obtained from conversations with Dale

Hoover and David Franklin during preparation of this

article.

Table 1.-Federal cost of USDA food programs for 50 states and District of Columbia

Program 1970 1971 1972 1973 1974 1975 1976 1977'

Million dollars

Bonus stamps 1,104 1,699 1,980 2,209 3,498 4,602 4,657 3,329

Child nutrition 462 776 947 1,097 1,381 1,684 2,010 1,529

Food distribution 543 609 539 453 478 408 489 433

Women, infants

children (WIC) 33 106 182 207

Total 2,109 3,084 3,466 3,759 5,390 6,800 7,338 5,498

' Includes only first 9 months.

Source: (9, p. 10). Italicized numbers in parentheses refer to items in References at the end of this article.

Note: Dashes indicate program did not exist.
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Statistics (BLS) {11, 12)} Given these gigantic increases,

it is not surprising to wonder about a possible relationship

between the two developments.

OBJECTIVES

The purpose of this article is to explore some evidence

and thoughts concerning the impHed relationship. I hope

it wdll be clear from this article why specific estimates of

the implied relationship are not readily available.

There are dangers in attempting to draw any inference

about economic relationships from simple correlations or

comparisons which may be spurious. To identify a possible

relationship among economic phenomena, we must resort

to some type of model to determine how variables may
actually be interrelated. The type of model that might be

employed to examine the relationship between food pro-

grams and the retail price of food, however, depends on

one's perspective. For price analysts or consumption

economists, it is natural to view the question in terms of

the effects that possible expansions in demand for food

have on equilibrium market prices. For economic his-

torians or pohtical scientists, it might seem equally natural

to reverse the order of the relationship. That is, to ask the

extent to which increases in the price of food over a

longer period have been the impetus for the development

and expansion of food programs as we observe them to-

day. The latter view may not be unrealistic, in light of the

built-in escalation clauses for expansion of benefits that

have been incorporated into programs. Combining the two

perspectives quickly gets us into problems of circularity as

food prices and program benefits escalate. The cause and

effect relationship is difficult to unravel.

To consider effects of changes in demand induced by

the Federal food programs, I will present a conventional

model for price analysis. Examining the various compo-

nents of this model provides a framework for identifying

what is and is not knovm about the effects of food pro-

grams on the relative retail price of food. This information

will then be used to develop some crude estimates of po-

tential price effects. Finally, I will look at some importaint

qualifications underlying the framework and empirical

estimates.

ANALYTICAL FRAMEWORK

Assuming one takes the perspective of a price analyst,

it is natural to think initially about how much of an exo-

genous impact or net expansion in the demand for food

has resulted from Federal food programs. Combining this

information wdth estimates of the price responsiveness of

demand and supply functions applicable for the length of

run under consideration, one can determine how much net

Italicized numbers in parentheses refer to items in

References at the end of this article.

demand expansion gets translated into price effects. The
formula that represents the interrelationship of these ele-

ments assuming usual market-clearing price formulation

is:

(1) EPr = (r?-e)-lEQr

where

EPj. = percentage change in retail price of food

EQj. = percentage change in total retaU demand for

food induced by Government food programs

T}= price elasticity of retail supply of food

e = price elasticity of retail demand for food

ELASTICITY CONSIDERATIONS

The above formula illustrates that the price multiplier

(t? - e)~ ^ , for any change in the retail demand for food

induced by Government food programs, is directly re-

lated to the respective price elasticities of supply and

demand. From this perspective, food programs seem to be

responsible for some increase in the retail price of food to

the extent that they result in a net increase in total retail

demand for food for a given supply function which is not

perfectly elastic. The direction of the effect seems to be

clear, but the magnitude is so uncertain that it raises

doubt as to whether there is any effect at all. In particular.

Nelson and Perrin (6) estimate that the quantity of bonus

food stamps distributed in 1972 and 1974 contributed

0.03 percent to inflation based on results of an input-

output analysis under conditions of a perfectly inelastic

supply curve.

From the above formula, larger elasticities of demand
or supply diminish the price effect of exogenous shifts in

demand resulting from expUcit Government programs to

expand demand. It is also intuitively clear that the upper

bound on the size of the price multiplier results when
there is a perfectly inelastic supply. In such a situation, the

price flexibility of aggregate retail food demand provides

an estimate of the upper bound on the multipHer. Assum-

ing the aggregate price elasticity of retail food demand is

in the neighborhood of -0.2, which Blakely's analysis (i)

of food prices of the early seventies tends to affirm, it is

apparent the price multiplier is certainly less than 5. Fur-

thermore, a -0.2 estimate for the price elasticity of de-

mand implies the price multiplier is less than 1 for any
value of the supply elasticity greater than 0.8.

I am not aware of any comparable study to Blakely's

that enables an estimate of elasticity for the supply side to

be pinpointed very precisely. Gardner's analysis (5), how-

ever, indicates how the price elasticity of supply of food at

the retail level depends on the elasticity of substitution

between marketing inputs and raw agricultural products

plus the elasticity of supply for each of the factors. If the

elasticity of substitution is assumed to be zero and the sup-

ply of marketing inputs is perfectly elastic, the price

elasticity of supply at the retail level is simply a multiple

of the price elasticity of supply at the farm level—for a
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closed economy. The factor of proportionality is deter-

mined by the retail price of food relative to the price at

the farm level. Thus, the relevant elasticity could be

substantially above alternative estimates that have been

postulated for aggregate supply of food products at the

farm level. Alternative competitive structures of the food

processing and retailing sector could be incorporated into

the analysis by varying the elasticity of supply of market-

ing inputs. It seems unhkely, however, that this sector

could capture much economic rent from increases in the

demand for food.

The above formula indicates that a given exogenous

change in demand could result in differential price adjust-

ments for alternative lengths of time since elasticities of

demand as well as supply may vary with the length of the

adjustment period. Consequently, any initial increase in

price may be somewhat larger than the longrun equilib-

rium adjustment. Even for the shortest time periods,

however, the supply of food for domestic consumers is

not perfectly inelastic in view of how international trade

flows respond to relative price changes.

CHANGES IN TOTAL DEMAND FOR FOOD

Having emphasized some considerations associated

with the elasticity components of the above formula, it is

appropriate to look at the remaining component; namely,

the percentage shift in total retail demand (EQ^) induced

by food programs. Note that this component is clearly

identified as a percentage change in retail demand and not

retail food expenditures or Federal food program expen-

ditures. Only for a perfectly elastic aggregate retail supply

of food would the percentage change in retail food ex-

penditures be a vahd measure of the relative change in

retail demand. Even more important is that the shift

refers to what happens 'to total market demand and not

just the demand for food by program participants.

Hence in evaluating this component, it is necessary to

decide how programs may affect nonparticipants as well

as participants. It is obvious that the quantity of food

purchased by nonparticipants will decrease in response to

any increase in price, but this effect is assumed to be

reflected in the price elasticity of demand (e). Depending

on how Federal food programs are financed, it is possible

that nonparticipants' demand may be decreased as a

result of diminished purchasing power because they pay

higher taxes to finance transfer payments to program

recipients. This is essentially the type of assumption Nel-

son and Perrin (5) incorporate in their analysis.

To simphfy my analysis, however, it is helpful to

postpone public finance issues of food programs and as-

sume that nonparticipants are affected only by any result-

ing price changes. With these assumptions, the percent-

age change in total retail food demand can be rewritten as

follows:

(2) EQj = XEB

where

X = share of total food market accounted for by

food program participants

EB = percentage increase in retail food demand of

program participants

Thds decomposition of EQr identifies the two ways in

which food programs might result in increased retail de-

mand; that is, (1) increased program participation results

in larger values of X or (2) improved "efficiency" of Fed-

eral expenditures results in larger values of EB.

Participation Rates

Even though it may be conceptually advantageous to

consider separately the two ways in which total retail de-

mand could be affected, the components are not totally

independent. For example, changes in eligibility rules for

participation which are specifically designed to change X

may attract or eliminate participants whose marginal

adjustments in demand for food may be different from

previous participants, thereby affecting EB. Despite this

shortcoming, the decomposition indicates that large

changes in participants' demand for food could have

rather insignificant effect on total retail demand for food

if participants account for a small share of the total

market.

It is tempting to use the share of total population

participating in food programs as a first approximation of

X, but this measure is not totally adequate. One short-

coming involves double counting because of participation

in more than one program; for example, children in food

stamp households might also participate in child nutrition

programs. Total participants including all children parti-

cipating in child nutrition programs would lead to an

exaggerated estimate of X for additional reasons. One
factor that is only a fractional share of children's total de-

mand for food is represented through their participation

in child nutrition programs. Aside from this factor, 25 mil-

children simply would not account for the same share of

the total food market as 25 million adults.

At this point, it is expedient to ignore the impact of

child nutrition programs on X since I will argue that the

percentage increase in retail food demand of participants

in this program is likely to be smaller than in some of the

other programs. Concentrating on the levels of participa-

tion in Food Stamp and the Women, Infants and Children

(WIC) programs in recent years indicates a value of X

probably less than 0.08. A reasonable lower bound on

this parameter might be 0.04, considering the share of

total food purchases accounted for by total food stamps

(purchased plus bonus). With this range of values for X,
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it would take an expansion of 12/4 to 25 percent in par-

ticipants' food demand to produce a 1 -percent change in

total retail demand for food.

Demand Expansion by Participants

One problem in considering reasonable values for EB
is that various programs are likely to affect participants'

total demand for food differently and, consequently, each

program must be considered separately. For example,

there is little reason to expect an incremental Federal dol-

lar spent on child nutritional programs such as School

Lunch, special milk, and so on, to have the same effect on

demand for food relative to expenditures on programs

aimed at other target groups. How much of a shift in de-

mand for food is produced by these activities depends, of

course, on the extent to which Federal dollars simply

replace private expenditures that otherwise would be al-

located to food in the absence of Federal programs. In

other words, to what extent do Federal expenditures sup-

plement or replace personal expenditures allocated to

food? Some of the $7.3 bilUon spent by the Federal Gov-

ernment for USDA food programs in 1976 undoubtedly

replaced private expenditures for food.

It is widely accepted that in-kind transfers of food

commodities do not increase consumption by the total

amount of the transfer. Recipients of in-kind food trans-

fers may find it advantageous to reduce food purchases

to free up income that can be allocated to other goods

and services. Purchase requirements of food stamp plans

were initially designed to overcome some of the substi-

tution effects associated with in-kind transfers. Setting

purchase requirements at amounts that households

normally spend on food in the absence of a program at-

tempted to guarantee that a net increase in expenditures

would be achieved by the issuance of food stamps that

would be used to increase consumption over and above

normal amounts.

Since all households of the same size with similar in-

comes and other characteristics do not spend identical

amounts for food, any variation in purchase requirements

would be expected to induce a different distribution of

participation and net increase in demand. If a household

viewed the appropriate purchase requirements as being

too high, it obviously would choose not to participate in

the program. On the other hand, households who had

been spending more for food than the purchase require-

ment would find bonus stamps increasing their general

purchasing power as well as increasing specific purchasing

power for food.

The increase in general purchasing power would

result from the net difference between what a house-

hold was spending for food in the absence of the program

and the purchase requirement of the program. This dif-

ference or reduction in the household's private purchas-

ing power that must be allocated to food to participate in

the program could be reallocated among all items (includ-

ing food) in the household budget.

Thus, even if households were to use all food stamps

received for food purchases, the net increase in food ex-

penditures could be somewhat less than the amount of

bonus stamps since some recipients would divert private

purchasing power away from food. General lowering of

purchase requirements would be expected to increase

participation and simultaneously result in a general de-

crease in the effectiveness of bonus stamps in expanding

the demand for food.

Elimination of all purchase requirements as scheduled

for implementation later this year is equivalent to increas-

ing general purchasing power of eligible households. The
extent to which increases in general purchasing power are

distributed to nonfood products would diminish the

amount of increased demand for food products induced

by Government programs.

Income Effects on Food Purchases

An important issue in assessing the effects of Govern-

ment programs on expanding food demand is the income

elasticity or marginal propensity for food among low-

income households. Reese and others (7) note that there

is some consensus that the marginal propensity for food

expenditures is low, but findings from different studies

vary moderately. Some differences can be attributed to

whether food expenditures or value of food consumption

including nonpurchased foods is used as a dependent

variable.

Relatively low income elasticities for food are certain-

ly consistent wdth conventional wisdom, but is this true for

all levels of income? Egbert and Hiemstra (4) reported in-

come elasticities for low-income households to be less than

one-third of corresponding estimates for middle-income

households. Do low-income households really allocate

smaller proportions of increased purchasing power to food

than middle-income households, as implied by these

values? Estimated income elasticities for low-income

households may be especially subject to downward bias

for several reasons.

Certainly, measurement errors and transitory income

components are likely to prevail at the lowest end of the

income scale in cross-sectional analysis. Besides the cus-

tomary difficulties of trying to sort out the effects of

shortrun transitory deviations from more permanent con-

cepts of income, a further difficulty encountered is deter-

mining the appropriate measure of income if households

receive in-kind transfers, such as health benefits, rent

subsidies, and direct food aid. The manner in which differ-

ences in household composition are handled analytically

may also be especially important when considering obser-
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vations from low-income households.^ It is fortunate that

complete income information from the latest BLS Con-

sumer Expenditure Survey will not be available to re-

searchers.

Specific Program Effects

In recent years, efforts have been made to determine

the effectiveness of bonus stamps in increasing food ex-

penditures. Reese, Feaster, and Perkins (7) estimated that

bonus food stamps were between 50 and 65 percent ef-

fective in increasing food expenditures by participating

households under the pre-1970 and more recent liberal-

ized purchase requirements. They concluded that bonus

stamps were approximately twice as effective as compar-

able cash income supplements in expanding food expendi-

tures by low-income famihes. Analysis of preliminary data

from the 1972-73 BLS Consumer Expenditure Diary Sur-

vey by the Congressional Budget Office (i) tends to sup-

port the above estimates. The latter study indicated that

on average SI percent of bonus stamp transfers were used

for additional food purchases expenditures and 43 percent

used for nonfood expenditures. These values were obtained

by comparing average weekly food expenditures for

households participating in the Food Stamp Program to

those for households with the same average income who
were not participating in it. The estimate for the latter

group was obtained from a linear relationship based on
what nonstamp households with less than $9,000 income

spent on food, according to the survey. The extent to

which participating families would have had higher

average food expenditures than nonparticipating families

would result in a lower estimate of the effectiveness of

bonus stamps on additional food purchases and a larger

share of increased purchasing power for nonfood expendi-

tures.

^Additional analysis of the 1965-66 Household Food
Consumption Data used by Egbert and Hiemstra (4) sug-

gests that differences in the proportion of households with
children among income groups systematically affected per

capita expenditures and reduced income elasticities some-
what for low-income households. Using per capita observa-

tions for adult-only households with annual incomes under
$4,000 resulted in 50 to 100 percent higher income elas-

ticities than when per capita data for all households with
incomes under $4,000 were included. For the middle in-

come group, there was no difference in income elasticities

for at-home food expenditures, regardless of which types
of households were included. When away-from-home food
expenditures were included in the dependent variable,

elasticities based on adult-only households were 20 to 30
percent higher than for the entire sample of middle-income
observations. Despite the relatively large increase in elas-

ticities for the low-income group when adult-only house-
holds were considered, the elasticities for the middle-
income households were still larger than for the low-
income group.

Although each of the previous two studies produced

reasonably similar estimates, the coefficients are not

directly applicable for evaluating net changes in food de-

mand. Wliat is required is an estimate of the change in

demand rather than the proportion of bonus stamps used

for increasing food purchases. Assuming all food stamps

(purchased plus bonus amounts) represent total food pur-

chases of participants, the study by Reese and others (7)

indicates increases in food expenditures from 21 to 289
percent, depending on particular income levels and

family size.^ The CBO study {3) indicates that food ex-

penditures for participating famihes were a little over 50
percent larger than expenditures for nonparticipating

households. On the other hand, an analysis based on data

from Kern County, California, indicated a difference of

only 14 percent in the average monthly value of food

available to participating households compared with that

to nonparticipants.'* The 14-percent difference equaled a

little over 40 percent of the value of the bonus stamps

received by the average participating household, which is

reasonably close to the two estimates of the "efficiency"

of the bonus stamps previously discussed.

I am not aware of comparable studies providing simi-

lar information about other types of food programs. This

shortcoming may not be too serious, however, in assess-

ing potential impact on total demand expansion from

Federal programs, in view of the relative importance of

the food stamps plan in recent years. Furthermore, the

ways in which the other programs are likely to have af-

fected total food demand parallel some of the effects con-

sidered above. For example, Federal financing of free and
reduced price lunches and breakfast programs for children

from low-income households resembles conceptually a

reduction in purchase requirements for a food stamp plan

insofar as net effects on food demand. These types of

benefits free up some private household purchasing power
which might otherwise have been allocated to food. Con-

sequently, the increase in food expenditures is likely to be

less than the change in Government expenditures, for pro-

grams of this type. Similarly, the extent to which some
Federal expenditures for food programs are allocated to

children regardless of their parents' financial status sug-

gests the possibility of substantial substitution effects for

demand expansion.

EMPIRICAL IMPLEMENTATION

Numerous uncertainties exist about values of the

parameters involved in the formula presented earher. Thus,

it is impossible to propose a point estimate for the effects

of food programs on the retail price of food. Values in

table 2, however, indicate the percentage change in retaU

^Calculated from data on p. 20 of Reese (7).

''Calculated from data on p. 36 of CBO study (J).
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Table 2.-Percentage change in retail food price for each 10-percent

increase in demand by program participants under

alternative conditions

Alternative price

elasticity of retail

supply of food

Participants' share of

food market

0.04 0,08

0 2.00 4.t)0

0.3 .80 1.60

0.8 .40 .80

1.5 .24 .47

3.0 .13 .25

5.0 .08 .17

Note: Calculations based on equation 1 with assumption that price

elasticity of retail demand for food is -0.2.

food price for each 1 0-percent increase in demand by pro-

gram participants under alternative assumptions about

the price elasticity of retail supply of food and the share

of the total food market accounted for by program par-

ticipants. The values in the two columns of table 2 are

proportionally related to each other. However, they are

useful to represent bounds on price effects for each 10-

percent increase in participants' food demand, given Uke-

ly shares of the total food market attributable to partici-

pants in Federal food programs in recent years. These

values indicate that each 10-percent increase in partici-

pants' demand for food might result in an 0.08 to

4.0-percent increase in food prices depending on the price

elasticity of retail supply for food

The range in price changes in table 2 though consid-

erable is reduced markedly when elasticity of supply is

assumed to be 0.8 or larger. Consequently, even if parti-

cipants' demand for food were increased 30 to 50 per-

cent by Federal food programs, the net percentage in-

crease in retail food price would be 0.24 to 4.0 percent

for supply elasticities between 0.8 and 5.0. Seemingly,

a relatively smaU fraction of the 60-percent increase in

the retail price of food 'between 1970 and 1976 resulted

from the expansion of Federal food programs during this

period.

The model on which the above estimates are based is

relevant for considering only relative price changes for a

sector of an economy. Hence, it probably is more valid to

compare the calculated values to the 7.8-percent increase

between 1970 and 1976 in the real price of food at the

retail level. Even in terms of real price changes, however,

food programs would be required to produce relatively

large increase in participants' food demand under relative-

ly inelastic supply conditions to account for a very large

share of the increase in the real price of food observed

since 1970.

QUALIFICATIONS AND ADDITIONAL

THOUGHTS

A crucial assumption underlying the estimates pre-

sented in table 2 is that nonparticipants' demand for food

would be unaltered when all adjustments to price changes

are assumed to be reflected through the price elasticity of

total retail demand. The values in table 2 would need to be

adjusted downward if the demand for food by nonpartici-

pants were shifted to the left, thereby offsetting some of

the demand expansion by participants. This issue quickly

reintroduces the questions of how food programs are

financed and what additional price effects need to be con-

sidered.

If food programs are assumed to operate simply as

transfer payment programs by reducing purchasing power

of higher income households, then all that is required to

estimate the opportunities price effects is to see how large

the net shift in total demand for food is after the relative

adjustments for the different groups. Differences in the

marginal propensity for food at varied income levels in

conjunction with a transfer in general purchasing power

from higher income households to low-income households

would have some positive impact on the demand for food.

The impact could be considerably less than implied by

considering only the increased demand by low-income

households. A very small decrease in demand for 92 to 96

percent of a market can offset a large part of a substantial

increase in demand for 4 to 8 percent of a market.

An alternative view is that the absence of food pro-

grams would not affect taxes or demand for food by non-

participants but simply result in a different mix of public

goods and transfer payments, and/or smaller Federal

deficit. It is difficult, and perhaps not even reasonable, to

assert how Federal expenditures for a particular program

106



might affect the need to expand the money supply. Nev-

ertheless, to the extent to which there is any connection,

there would be some additional nominal price effects

throughout the economy. These effects were total ignored

by the above framework which concentrated only on

relative or real price effects.

Tlie focus on retail food prices here has been at an

aggregative level insofar as product identification is con-

cerned. This was dehberately done to facilitate the use of

a relatively simple framework for analysis realizing that

price adjustments for individual products would not neces-

sarily be uniforms. Tomek and Robinson (8), Reese (7),

Clarkson (2), and Blakely (i) are among those who have

noted that programs designed to increase demand for food

result in different rates of change among various product

groups since all foods do not have identical income elas-

ticities. Furthermore, a change in the mixture of market-

ing services and quahty of products may occur as a result

of different income elasticities. Consequently, there are

many reasons aside from demand considerations alone

why an increase in the retail price of food resulting from

food programs would not necessarily pervade the food

sector.

Despite all of the qualifications, shortcomings, and

uncertainty about appropriate parameter values, the

relatively simple framework proposed for considering the

Unkage between Federal food programs and the retail

price of food has, it is hoped, been a useful way of identi-

fying and systematically thinking about some of the rele-

vant issues. Evaluating existing evidence regarding the

price implications of changes in food programs helps to

endorse agendas for future research inquiries in this area.
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EVALUATION OF EFFECTIVENESS AND EFFICIENCY IN
FOOD PROGRAMS

By Stephen J. Hiemstra*

ABSTRACT

In this article a framework for food program evaluation is described. This outline is further delineated

into descriptions of specific approaches to evaluation and the techniques of these approaches. Finally,

the author isolates instances where economists misuse or misinterpret the economic evaluation of

food programs and suggests possible means of improving the scope and methodology of food program

evaluation.

KEYIVORDS: Domestic food programs, program performance, program analysis.

In looking at the process of program evaluation, I see

the need to examine the various kinds of evaluation activ-

ity and clarify some elements of methodology that some-

times get overlooked. In addition, I want to assess some of

the studies that have been conducted regarding the food

programs. Finally, I will comment on the food versus

farm poUcy debate that emanates from the studies.

EFFIQENCY AND EFFECTIVENESS

Efficiency of a firm is measured by the degree to

which its production function maximizes output for any
feasible set of inputs, given its location and other con-

straints. A marketing system is considered efficient if (1)

the firms in the system are economically efficient. (2) the

industry is organized jointly to maximize scale and loca-

tional economies and (3) the industry operates under ex-

change mechanisms that conform to the competitive

standards (2).

In parallel fashion, a Government program can be

said to be operating efficiently if its cUentele is being ser-

ved in the best way possible for the administrative budget

available to the administering Agency, given the set of

laws and regulations under which the program is estab-

lished, and the environment and other constraints under

which it must operate. Conversely, efficiency can be de-

fined as operating a program at a given level of service at

the least possible administrative cost.

Criteria for best assessing the degree to which the

clientele is being served may be the subject of some
debate. Rates of participation among those eligible is

one important criterion. Others include the dollar value

of benefits disbursed to eligible participants, and the

degrees of vertical or horizontal equity with which these

benefits are disbursed. The degree to which benefits

actually satisfy a recipient's "need" is an additional effi-

ciency question. And, the administrative ease or lack of

burden imposed on those participating is another.

It is useful to distinguish between program efficiency

and program effectiveness. The latter is the overall degree

*The author is Director, Economic Analysis and Pro-

gram Evaluation Staff, Food and Nutrition Service.
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to which a program performs in accomplishing its objec-

tives. If a program is legislated to have nutritional objec-

tives, it must be evaluated on that basis. If it is designed

to raise farmers incomes, it must be assessed against that

criterion. In short, program effectiveness is concerned with

whether you are doing the right thing, whereas program

efficiency is concerned with whether you are doing the

right thing right.

In a technical sense, program evaluation is princi-

pally concerned with assessing program effectiveness.

However, an inefficiently operated program cannot be ef-

fective. It is necessary, but not sufficient, for an effective

program to be efficiently managed. Many policy ques-

tions ultimately concerned wdth evaluation are focused on

efficiency. For that reason, I will address some activities

that properly fall into each of the two boxes.

METHODOLOGY OF PROGRAM EVALUATION

The process of evaluating Government programs is a

specialized job, a branch of economic and statistical analy-

sis. But it involves interdisciplinary work that spans a full

understanding of program operations, as well as a careful

understanding of a host of program impacts. The major

activities in conducting program evaluation fall in three

areas: (1) clarification of objectives. (2) specification of

evaluation criteria, and (3) choice of statistical and analy-

tical methodology.

CLARIFICATION OF OBJECTIVES

The first step in conducting program evaluation is to

clarify the program's primary objectives. That sounds

easy, but it may not be. It often is necessary to go beyond

the stated objectives in the legislation, or to interpret

broadly stated objectives more precisely, in terms that

lend themselves to measurement and formulation of re-

searchable issues. Before proceeding it may be useful to

reach an agreement with poHcymakers as to the relative

importance of the objectives to be assessed.*

SPECIFICATION OF EVALUATION CRITERIA

Food assistance programs have both primary and sec-

ondary impacts which can and probably should be evalu-

ated in a comprehensive evaluation effort. Economists

typically are prone to look mainly at cost-benefit analysis

in conducting program evaluation. This approach is useful

but not sufficient for evaluating food programs.

In a technical sense, program evaluation can be lim-

ited only to an interpretation of criteria enumerated in

the enabling legislation. But as a practical matter, that

limitation may be unduly restrictive. Policy analysis may
require assessing alternative objectives as well as alternative

delivery systems in accomplishing those objectives, against

which current programs would be assessed.

Impacts can be stratified as to impacts upon the pri-

mary recipients and secondary impacts on producers, the

general economy, and taxpayers. Impacts on recipients

include increases in their food expenditures, changes in

dietary patterns, and changes in nutritional levels, as well

as an implied transfer of income or in-kind resources. The
emphasis given to these various criteria depends on the

program's objectives. That choice can affect importantly

the program's perceived effectiveness.

Take, for example, the impacts of the Food Stamp
Program on recipients. The program provides scrip to

recipients to allow them opportunity to buy a nutrition-

ally adequate diet (current program). Has the program

done its job if food expenditures have been increased to

the point at which a nutritionally adequate diet could in

fact be purchased? Or, must that money be spent in such

a way that dietary patterns or "nutrition" of the partici-

pants are measurably improved? Choice among these

criteria may lead to quite different conclusions regarding

program effectiveness.^

STATISTICAL SAMPLING AND CONTROLS

Many studies of the food programs have been lim-

ited to case studies of individual situations or small groups

of recipients. Such evaluations have only Hmited useful-

ness when drawing conclusions to suggest national policy

changes. It frequently is part of the poHtical process to

generalize broadly based on one or two examples. But

sound program evaluation must go beyond case studies; it

must be based upon national probability samples in pro-

viding a basis for sound policy decisions.

Often, program impacts are less than the effects of

other variables impacting on the same group of persons,

which may lead to statistical problems. Cross-sectional

comparisons often have been made between participant

and nonparticipant groups of households, for example,

that have quite different characteristics aside from the fact

that they participate or do not participate in the Food
Stamp Program. Don West provides some verification of

this problem in his article elsewhere in this pubhcation.

Statistically, one needs randomized experiments to be

able to draw firm conclusions on differences found be-

tween experimental and control groups (i). Economic

analysis often is plagued by the inabiUty to conduct such

randomization. To minimize the problem, pre-existing

On this point, the new food stamp legislation ap-

pears to have shifted the program's emphasis among ob-

jectives. A nutritionally adequate diet is no long required

to be made available by the program. Implicitly, there ap-

pears to be more concern with increasing participation,

due to the elimination of the purchase requirement. Only
bonus stamps are provided to participants. Thus, the

amount of food that can be purchased with these stamps

will, in most cases, only supplement total household needs.

The main exception is for very low income households

that currently receive stamps free.
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differences between the experimental and control groups

can sometimes be measured and allowed for by regression

or covariance analysis. But that is not always possible.

One way around the problem is to choose the control

group in such a way as to maximize variability on the

variables that one is trying to assess, and to minimize

variabUity in nonrelated activities. Our experience in as-

sessing household behavior has shown the desirability of

letting households be their own control. Making com-

parisons over time on the same households, rather than

between different groups of households, focuses attention

on the impacts of the food programs by holding tastes and

preferences of the control group constant. There are many
factors associated with decisions on food choices besides

food program status. Thus, simply comparing food pur-

chases of participants with nonparticipants may fail to

measure program differences.

Along with well designed statistical controls and care-

fully selected samples, multivariate analysis often also is

necessary to isolate the impacts of programs because this

multipHcity of factors may affect any given program at a

specific point in time. Too often, program studies simply

have relied on data representing single classifications of

different variables. That procedure omits the impacts of

the joint relationships among the important variables, and

it may give incomplete as weU as inaccurate results.

TIMELINESS

Food programs have been modified considerably over

the past decade. Almost every year has witnessed major

food program legislation of some type. For that reason,

program evaluations need to be timely to assess the im-

pacts of existing programs before new changes are intro-

duced , and to allow policymakers an intelligent basis for

their decisionmaking. The importance of timeliness often

leads to tradeoffs with desirable features of evaluation.

Studies often have been limited in scope for that reason.

But good methodology should allow timely results with-

out compromising quality of results.

IMPACTS OF THE FOOD PROGRAMS

As indicated, an assessment of the impacts of the vari-

ous food programs is highly dependent upon the specific

criteria selected in making the assessment as well as the

evaluation methodology used. I wUl now assess some of

the findings using some of the usual criteria. These in-

clude: (1) rates of participation among those eligible for

the programs, (2) efficiency in increasing food expendi-

tures, (3) changes in dietary and nutritional levels, (4) in-

come transfers, (5) horizontal and vertical equity among
participants, and (6) efficiency in terms of impacts upon
food business.

PARTICIPATION RATES

Development of data on the degree to which food pro-

grams reach the target populations for which they are in-

tended is not easy, for at least two reasons: (1) EUgibihty

criteria for the programs usually do not coincide with

readily available secondary data on incomes and related

information, and (2) Numbers of persons eligible as well

as those that participate vary significantly from month to

month, whereas published data are mostly annual.

For example, the number of people in poverty has

often been used as a proxy in assessing participation rates

of those eligible for the Food Stamp Program. Such com-

parisons ignore completely the asset criteria for participa-

tion. They gloss over monthly variability in incomes, since

Census poverty data are annual averages. The income "dis-

regards" are also largely ignored. Further, only national

data have been available for this purpose in the past,

whereas State and local data are badly needed.

Nevertheless, since data have been needed for policy

purposes, the Food and Nutrition Service (FNS) has esti-

mated the number eligible for each of the major programs

by making a large number of assumptions and by using

Mathematica's TRIM Model. Maurice McDonald, whose

article appears elsewhere in this pubhcation, is well known
for his estimates regarding the number eligible for the

Food Stamp Program.

The FNS estimates are consistent with those of

McDonald up to a certain point, But they go a step fur-

ther by estimating the unduplicated count of persons

eligible and participating at least once during a period of

time rather than only for a given month. FNS data show

participation somewhere between the TRIM number of

52 percent and approximately 60 percent of those ehgible

for food stamps in a given month. About 70 percent of

those eligible over a 12-month period are participating at

least once during that period. Somewhere between 40 per-

cent (Census data) and 70 percent (FNS survey) more

people probably participate over a 12-month period than

in any single month during that period. Thus, the Food
Stamp Program currently is reaching perhaps 23 million

different people at least once during a 1 2 month period

rather than the 16 million reported monthly.

INCREASES IN FOOD EXPENDITURES OR
VALUE OF FOOD USED

Various studies have shown that a $1 increase in

bonus food stamps likely results in an increase in food ex-

penditures of between 30 and 60 cents. Most studies show
figures in the range of 40 to 50 cents. Unfortunately, na-

tional average data on this subject are not available. Con-

siderable variability in impact Ukely exists among house-

holds with different food requirements (based on sex and

age, mainly), those with varying food preferences, those

with alternative sources of food available, and those at dif-
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ferent income levels that qualify for differing levels of

stamps.

Estimates have been made, by ESCS and others, as to

the impacts that eliminating the purchase requirement

(EPR) will have on this relationship. But no hard data are

available. Expectations are that the impacts will be some-

what less than for the current program. Boehm and Nel-

son, for example, used 35 cents in their article elsewhere

in this pubhcation for the average expected impact under

EPR.

For the Child Nutrition programs, there is only one

study that provides useful information on this subject,

to my knowledge. The Washington State Study showed

an increase in value of food available to the average

household equal to about 60 cents for each $1 of free

lunches obtained, when lunches were valued at the

price paid by the paying child. However, if lunches are

valued at full cost, this efficiency is about cut in half.

Nevertheless, the efficiency of the Child Nutrition free

meal programs in increasing the value of food used may
be at least equal to or perhaps greater than that of the

Food Stamp Program, particularly after the elimination

of the purchase requirement. This finding is counter to

the expectation expressed by Ron Schrimper elsewhere

in this pubhcation.

DIETARY AND NUTRITIONAL IMPACTS

Changes in food expenditures and nutritional intake

or in biochemical or anthropometric measures of nutri-

tional status apparently are only loosely associated.

Given an increase in food buying power, household mem-
bers tend to buy more of the highly desired foods which

may not necessarily be more nutritious. Many such foods

have high processing and marketing costs which may mean
httle or no increase in physical quantity or nutrient value.

In fact, the total pounds of food consumed in this country

per capita actually decUned slightly during the past 80

years of record, even though incomes have risen dramat-

ically. At the same time, average consumption of some

important nutrients, hke protein, calcium, and Vitamin A
has increased Httle or not at all (5).

Dietary impacts may or may not be improved by

direct distribution of highly nutritious foods. If they are

not desired by recipients, foods will Ukely end up in the

garbage pail or be used as animal feed. Pat Madden in

assessing dietary impacts of the Food Distribution Pro-

gram and the Food Stamp Program in two counties of

Peimsylvania found essentially no measurable impacts of

the former program (4). He found some, though small,

for the Food Stamp Program under certain conditions. He
also tested for dietary impacts associated with income, but

discovered no significant association, a fact not often

noted in connection with his work.

Sylvia Lane, in her study of dietary impacts of the

Food Stamp Program and Food Distribution Program in

Kern County, California, found quite significant dietary

impacts of the Food Stamp Program, but not much impact

of the Food Distribution Program. Food stamp recipients

had significantly higher levels of intake of calories, pro-

tein, calcium, thiamine, and riboflavin compared with

nonparticipants (3).

Little information on this subject is available from na-

tional studies. A major problem in assessing absolute

levels of improvements in dietary and nutritional impacts

of the food programs is that the evaluation criteria are

extremely crude. Recommended Dietary Allowances

(RDA's), often used to assess dietary status, are set at

two standard deviations above the expected value of the

mean of nutrient needs of the population. That means
that dietary levels are expected to be too high for 97 per-

cent of the population through the use of these criteria.

It is no wonder that most studies resort to comparisons

among groups rather than assessment against the stand-

ards of need.

INCOME TRANSFER

The other side of an increase in food expenditures is

an increase in purchase of other items made possible as

a result of the contribution to food buying income. All

of the food programs provide food that substitutes at

least in some measure for food that would have been pur-

chased anyway. Freeing up money previously used on
food allows it to be spent at the discretion of the

recipient.

Income transfer is not an expressed objective of any

of the food assistance programs. But many observers

have judged the programs, particularly the Food Stamp

Program, from that perspective. Nathan, for example, in

an article earlier in this publication, was totally uncon-

cerned about the food impacts of the Food Stamp Pro-

gram. That is why he and many others are willing to cash

out the program in favor of comprehensive welfare

reform. Problems of vertical equity (particularly at the

top end of the benefit schedule) and horizontal equity

(unequal benefits to households of equal need) could be

lessened by cash transfers.

HORIZONTAL AND VERTICAL EQUITY

The recent congressional debate on food stamp reform

focused on both horizontal and vertical equity. This debate

took the form of concern about:

• Program eligibility levels

• Disincentives to work
• Equality in benefit levels

These questions can all be assessed in terms of effi-

ciency in accomplishing certain desirable things. Eligibility

and benefit levels of the Food Stamp Program are set to

maximize participation at the lowest income levels and to

reduce or ehminate participation at high-income levels.

The latest profile data (September 1976) show 62 percent

of the persons and 78 percent of the participant house-

holds with gross monthly income below $400. But 5 per-

cent of the persons and 2 percent of these households had
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incomes above $750 per month—likely due primarily to

the deductions for earned income. The new eligibiHty

levels should eliminate some of these high-income partici-

pants by use of the poverty level as the threshold level of

eligibility for net income. The threshold level of eligibiHty

for a household of four will be over $50 per month lower

on a net income basis. The definition of net income has

also been changed. On the other hand, eUmination of the

purchase requirement will encourage participation by those

just below the threshold level of eligibility.

Disincentives to work are minimized under the Food

Stamp Program by requiring a participant to give up only

30 cents in benefits for every additional $1 of income

earned. This rate is lower than for most other transfer pro-

grams. In addition, income deductions were kept in the

new law for work related expenses (20 percent of earned

income), and for child care expenses and excess shelter

costs up to certain levels. This "negative tax rate" of 30

percent will keep benefits relatively low at the threshold

level of eligibility. The notch should only be about $17

per month at the threshold level of eligibility for a house-

hold of four.

The inequity in benefits under the National School

Lunch Program and School Breakfast Program is lowered

by offering a reduced-price meal. However, the Women,
Infants and Children (WIC) Program and various direct

food distribution programs are less efficient in this sense

because they allow for benefits equal to 100 percent of

the those allowed as soon as one becomes eligible.

Horizontal equity under the Food Stamp Program in-

volves both the amount of stamps issued, which involves

considerations of economies of scale over household

size, and the size of the purchase requirement. Currently,

all households of a given size receive the same amount of

stamps, but for a given income level, they must pay some-

what more for their stamps as household size increases.

The existing schedule of benefits will be tailored sig-

nificantly under the new legislation. The $60 standard

deduction will make benefits significantly higher than

previously for the lowest income groups. Subtraction of a

flat 30 percent of income across all income groups in

deriving the level of benefits will equalize the previous

distinction in purchase requirements over household

sizes, except as influenced by the standard deduction. It

remains to be seen how much adjustment takes place in

participation in response to these changes. Currently,

participation rates appear to be higher among large house-

holds than among small households, at any given income

level.

IMPACTS ON THE FOOD INDUSTRY

Impacts of the food assistance programs upon the

food production and marketing sectors of the economy
have been judged to be rather small by several speakers at

the food policy seminars. Boehm and Nelson in an article

appearing elsewhere in this pubUcation indicated that the

current Food Stamp Program probably contributes about

$2.75 billion to the food expenditures of low-income peo-

ple out of the aggregate U.S. level of about $220 bilhon.

Ken Robinson in his article observed that this was an in-

consequential amount. Thus he would give analysis of

food programs a low priority on his research agenda for

food and farm policy analysis.

It is true that this figure of $2.75 billion looks small

in relation to the $220 billion. It even looks small com-

pared to the $180 bilhon in expenditures for food pur-

chased for use at home, which is a more relevant com-

parison. However, when one adds on the impacts of the

value of food used in the Child Nutrition programs and

the WIC Program, the total impact becomes larger. The

net impact of the total $9 billion Federal food support

is probably around $4 bilhon, more than 2 percent of aU

food purchased for use at home. In terms of quantity

produced on U.S. farms, it is likely to be somewhat less

than 2 percent.

Consider, too, the gross amount of food purchased

through these programs. In some sense this figure is a

more relevant comparison wdth total expenditures than

using only net impacts that assume elimination of the

programs. The $5 bilhon in Federal stamp bonus cur-

rently contributes toward about $8 billion in total

stamps issued ($8.3 bilhon in fiscal 1977). The $2 bil-

lion in Federal support of school meals contributes to-

ward the cost of about $4.5 bilhon worth of meals. The

total food business that is impacted by at least one of the

food programs amounts to about $14 billion annually, or

6 to 7 percent of total food expenditures. That is equi-

valent to more than the sales volume of the two largest

food chains combined. It also is equivalent to more than

one-half of a year's exports of U.S. agricultural products.

The increase in product demand at the farm level derived

from the $14 bilhon food program total is about $5 bil-

hon.

I am surprised how quickly some economists ignore

the economic importance of this amount of food busi-

ness, considering the inelasticity of the supply of food at

the farm level, particularly in the short run. It does not

take much change in the quantity demanded at a given

point in time for a large farm price and net farm income

impact to occur. Surely we have been reminded in the

last few years that the laws of supply and demand learned

in Econ 101 have not been repealed.

Program impacts are much more important for some
products than others. The Special Milk Program is an

obvious example of a single commodity support. The
WIC and Child Nutrition programs all concentrate heavily

on use of dairy products—40 to 50 percent of total pro-

gram spending.

The Food Use Survey of food used in the Nation's

schools, under the direction of my Deputy, Dr. Chai, is

nearing completion. It will give us national data on the

kinds and types of food used in schools. Paul Nelson is

finishing a study for FNS of food sales for stamps versus

cash that will break down by commodity the sales for a

small group of stores.
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The recently completed phase II study by FNS of the

impacts of the Food Stamp Program in Puerto Rico

showed an increase of 30 percent in total food sales

(after allowance for price increase) in 3 study areas after

the program had been in operation for 12 months.

(Average income fell 1 percent during the period.) Sizable

increases in sales were recorded for beef, processed meats,

fruits both fresh and processed, vegetable oils, bread rice,

dried beans, poultry, pork, codfish, and sugar. These shifts,

if generalized to the U.S. total, obviously would have

important ramifications for producers.

IMPACTS ON FARM AND FOOD POLICY

Now at the last of these five seminars, one might ask

what efficiency and effectiveness of food assistance pro-

grams have to do with the overall theme of the relation-

ship between food and farm policy that we set out to

explore. Certainly, the 6 to 7 percent of the food industry

that is impacted by of the domestic food assistance pro-

grams is not going to determine the future direction of

that industry.

In the first seminar, Howard Hjort emphasized the

broad scope of our food system—the fact that it includes

"farm income, farm prices, consumer food prices and ex-

penditures, U.S. balance of payments, domestic inflation,

domestic employment. Government program expenditures

and so on." He also talked of the "new constituency con-

cerned with food and fiber policy." Carol Tucker Foreman

reiterated her remarks at the last Agricultural Outlook

Conference when she stressed that food poUcy should

start wdth determining the nutritional needs of people.

Then, at the fourth seminar. Ken Robinson swung the

pendulum back the other way, claiming that food pro-

grams were not very important sources of food demand,

and in fact that the demand side of the market itself was

not that important. If one wants to affect food costs and

what consumers eat, he stated, it is necessary to look at

the supply side. Shades of Say's Law (supply creates its

own demand), it seems to me.

So, where does that leave us? Are we any closer to

forging a link between farm and food policy? Actually, I

do not hear Carol Tucker Foreman stating anything much
different in concept from views expressed by Fred Waugh
and other demand analysts a few decades ago. Fred al-

ways stressed that consumer demand controlled the mar-

ket in the long run, and that farm prices were derived

after subtracting marketing costs from retail values (5).

The main difference that I see is that Foreman perhaps

implies some direct action to make consumer demands
felt more precisely than if left completely to the opera-

tion of the market system.

I think that Ken Robinson was right, in one respect,

when he stressed looking at both sides of the market for

the independent variables that have the most impact on

the ultimate factors that we wish to influence. He is cor-

rect that policymakers sometimes appear shortsighted in

nitpicking small items and neglecting the more important

factors. But, to some extent, that is our fault as economic

technicians. Given the enunciated poHcy objectives, we
need to provide better guidance as to how best to accom-

pHsh the job. That is where good program evaluation and

policy analysis come into the picture, both in terms of

policy that affects consumers and pohcy that affects

farmers.
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FOOD PROGRAM EVALUATION:
THE WASHINGTON STATE EXPERIENCE

By Donald A. West*

ABSTRACT

Impacts of participation in the Food Stamp Program (FSP) and the National School Lunch Program

(NSLP) were analyzed using regression analysis. The objective is to compare participants with

nonparticipants in the programs. For the population studied, participation in the FSP and NSLP
increased the value of food obtained. Although this simple comparison suggests a weak relationship

between nutrient intake levels and value of food, more information is needed for conclusive results.

KEYWORDS: Food program evaluation, Food Stamp Program, National School Lunch Program.

Pohcymakers are demanding more and more evalua-

tion of food programs as these programs have grown in

size, complexity, and amount of funding. These same fac-

tors have made the evaluation process more difficult. Re-

searchers must continue to wrestle v^ath the problems of

program coverage, the level of benefits, and ways in which

provision of food or food purchasing power contributes

to nutritional objectives. To make their analyses relevant

and maintain perspective, they must also stay abreast of

new programs, program overlap, and modifications in ex-

isting regulations.

An important aspect of food program evaluation is as-

sessment of impacts of benefits on participants' welfare.

One measure of this impact is the increase in the doUar

amount of food participants obtain. Food purchases by
participants can be compared mth those obtained before

participation or those obtained by comparable nonparti-

cipants at the same point in time. This approach is useful

because a single indicator can be used to aggregate over

all types and quantities of food. However, an adequate

monetary value of food is a necessary but not always suf-

ficient condition for meeting nutritional goals.

Once study objectives have been defined and key in-

dicators of progress toward those objectives selected, the

next questions are these:

• Who receives the benefits?

• How much do they receive?

• What groups eHgible for benefits are not receiving

them?

• And most importantly, for answers given to the

first three questions—why were these the answers?

Progress has been made toward answers, particularly

for the first three. Several studies have been conducted in

the general area of profile analysis. Among those investi-

gating Food Stamp Program (FSP) participation are Lane

(2), Madden and Yoder (3), USDA (6), and the Joint

Committee Print, (7).^

The profile analyses permit comparisons among par-

ticipants and nonparticipants. Factors considered include

value of food obtained, family size and composition, level

and sources of income, and, when data are available, nutri-

tional intake. But because the number of possible com-
parisons grows geometrically vwth the number of charac-

teristics, profile analyses seldom compare more than two
or three dimensions at one time. Moreover, such compari-

sons do not force one to think in terms of why events,

such as program participation, substantial outlays for food

and/or meeting 100 percent of the Recommended Dietary

*The author is associate professor of agricultural

economics, Washington State University, currently on
leave with USDA's Food and Nutrition Service.

^ Italicized numbers in parentheses refer to items in

References at the end of this article.

115



Allowances (RDA's), occur among some groups but not

others.

It is in the areas of asking why these events occur and

of attempting to analyze them within frameworks that

recognize a number of factors that economists have made
and can continue to make contributions. By a willingness

to make assumptions and to specify hypotheses in the

form of "models", they have made progress toward esti-

mating the kind and amount of impacts that food pro-

grams have.

OBJECTIVES

My intent is to present the major points which come
from a study of impacts of participation in the FSP and/

or the National School Lunch Program (NSLP) by resi-

dents of the State of Washington. In the study, results

from socioeconomic profiles of FSP participants and non-

participants were analyzed. Regression analysis was then

used to estimate impacts of FSP and NSLP participation

on value of food obtained by households, with controls

for several socioeconomic characteristics. Nutrient intake

profiles of FSP participants were also compared with

those nonparticipating but ehgible State residents.

The data used (latest available when this article was

written) were collected in 1972 and 1973 as part of a

larger FNS study of the NSLP and School Breakfast Pro-

gram (SBP) in Washington state. The population of inter-

est consisted of 8 to 12-year-old children enrolled in pub-

He schools and their households. Therefore, results pre-

sented here relate to members of households with small

children and adult members who are near the middle of

their life cycle.

A sample—stratified by participation in the NSLP, in-

come (above and below the poverty level) and ethnic

status—was used to collect data on characteristics of

approximately 1 ,000 children and their households (4).

Data relevant to the analysis reported here include the

value and source of food obtained by the household,

socioeconomic characteristics of the household, psycho-

logical attributes of the adult female, and 24-hour food

intake for the school-aged child. Of the observations, 894

were complete for the required data.

The major objective of this analysis was to compare

and assess FSP impacts within a subgroup who were eh-

gible for the program. Consequently income and asset

tests based on July 1972 to June 1973 FSP regulations

were applied (see (5) for details). Of the 894 households,

332 were determined to be ehgible for the FSP. Among
this subset, 59 percent (196) were from households

participating in the FSP and 41 percent (136) were not.

In table 1 , the food program, socioeconomic, and

psychological characteristics of FSP participants and eli-

gible nonparticipants are compared. Note first that par-

ticipants from households averaging 6.3 persons purchased

stamps with an average face or exchange value of

$146.46 per month. The mean purchase requirement for

participants was $80.17, or 54.7 percent of the exchange

value of stamps. Participants reported spending an average

of about $29 per month in addition to stamps for food.

Table 1 .- Socioeconomic characteristics of households eligible for

food stamps, by FSP participation, Washington State, 1972-1973

Characteristics
FSP

partici-

pants

Non-
partici-

pants

Significance

level for

test of

differences

Program variables:

Food stamps:

Mean exchange value/household/month 146.46

(42.35)

0 NA

Mean purchase requirement/ household/

month 80.17

(30.98)

0 NA

Mean bonus stamps/household/month 66.29

(32.13)

0 NA

Amount spent in addition to stamps/

household/month 28.89

(30.57)

0 NA

NSLP lunches:

Mean value/household/month 21.53

(13.89)

13.43

(14.68)

0.01

Participation, percent 85.1 58.1 .01

Mean value of food/household/month 203.42 185.77

Mean value of food/adult equivalent/

month 47.27

(10.21)

39.63

(12.21)

.01

Mean value of home-produced meat 2.816 6.346

Socioeconomic variables:

Mean total monthly income/household' 358.65 424.63

Mean total monthly income/adult

equivalent/month 92.43

(3 1 .40)

104.42

(36.90)

.05

Pay period (percent)

Weekly
Biweekly

Monthly
Other

Mean total assets/adult equivalent

18.0

15.4

11.8

54.8

1176.

(2077.)

28.9

22.7

26.4

22.0

2429.

(2739.)

.01

Mean liquid assets/adult equivalent 37.37

(41.96)

63.20

(76.87)

.01

Housing cost/month 84.83

(42.67)

90.99

(63.57)

NS

Mean household size 6.26

(2.47)

6.50

(2.08)

NS

Households with no adult male

(percent) 56.1 21.3 .01

Ethnic status (percent)

Blacks

Mexican-Americans

Whites

30.1

26.5

43.4

20.6

40.4

39.0

.05

Psychological variable:

Index of physiological need/

adult female 91.11

(13.06)

87.00

(13.88)

.01

'Includes income from all sources, except FSP bonus stamps and NSLP free lunches.

Note: Standard deivations in parentheses.

NA = Not applicable.

NS = Not significant.

Among the FSP participants, 85 percent of the chil-

dren also received free school lunches, compared with 58

percent among non-FSP participants. The average value
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of free lunches (valued at 35 cents per lunch for 20 days

per month) per household was $21 .53 for FSP partici-

pants and $13.43 for nonparticipants.

The mean value of food obtained from all sources-

purchases, gifts, home production, and hunting and fish-

ing—by participating households averaged $203.42 per

household per month, compared with $185.77 for non-

participants. On an adult equivalent basis, the amounts

of food obtained are $47.27 for participants and $39.63

for nonparticipants.

Incomes of participants, calculated as income from

all sources except bonus stamps and free lunches, averaged

somewhat lower than those of nonparticipants. The for-

mer's total and Hquid assets also averaged lower in value.

Housing costs, however, did not vary significantly among
the two groups, nor did household size although females

headed a higher percentage of the participant households.

This particular sample contained a higher percentage

of black and a lower percentage of Mexican-Americans

among participants. The one psychological variable, the

index of physiological need, measures the adult females'

(mother in most cases) concern for the physiological well-

being of her family. The index value for those in partici-

pating households was larger than for females in non-

participating households.

Selecting participating and nonparticipating subsets

of the sample and then analyzing descriptive statistics

allows comparisons of means for important variables. To
go further in exploring why differences exist and in

identifying net impacts requires additional analytical

techniques. One approach is to use economic theory to

specify a logical relationship, usually as an equation(s) in

which factors such as program participation, income, and

assets are hypothesized to affect dependent variables,

such as the value of food a household obtained. Regres-

sion analysis of the data can then be used to estimate how
and to what extent each factor influences the dependent

variable while the others are held constant.

This approach was taken with the Washington State

subsample (table 2). Table 2's first column contains esti-

mates for coefficients made with total or combined groups

of all persons eligible for the FSP. Participation added
over $5 per month per adult equivalent to the value of

food. The mean level of bonus stamps per adult equi-

valent was about $17. Consequently, the propensity to

consume out of bonus stamps was approximately 0.3

at the mean.

A value of $ 1 in the form of free NSLP lunches was
estimated to add about $0.51 to the value of food ob-

tained by a household. This same coefficient was esti-

mated using data from FSP participants only (column 2)

and FSP nonparticipants only (column 3). The contribu-

tion to value of all food from $1 in free lunches among
participants, 0.896, is much larger than among nonparti-

cipants, 0.216. Thus, FSP participants substituted the

free lunch for other food less often. Similarly, a given

amount of home-produced meat contributed more to

value of food among participants although its average val-

ue for participants was only about half that for non-

participants (table 1).

The level of monthly income per adult equivalent and

the amount of Hquid assets both increased the amount

bought (dollar value), as expected. For the combined

sample of all eligible, the income elasticity was 0.073. A
similar measure for hquid assets was 0.029. Note that non-

participants had a higher mean for Hquid assets and that

their value of food also was directly related to the level

of Hquid assets they hold.

Table 2.- Effects of food program and other variables on value of

food (adult equivalent) by households eligible for food stamps,

Washington State, 1972-73

Independent variables

Total

eligible for

food stamps

(n = 331)

Food stamp
participants

(n = 196)

Nonpartici-

pants

(n = 135)

Constant term 31.871

(3.760)*

42.540

(3.974)

40.839

(2.695)

Food stamp participation (D)' 5.145

(4.261)

— —

Value of free school lunch/

adult equivalent .513

(2.693)

.896

(3.825)

.216

(.664)

Home-produced meat (D) 5.175

(4.030)

7.166

(4.851)

2.471

(1.102)

Ln monthly income/adult equiv-

3 239

(2.138)

1 391

(.713)

2 740

(1.108)

Liquid assets/adult equivalent .0266

(2.736)

-.0167

(1.083)

.0491

(3.702)

Ln household size'

(6.929)

- 11.253 - 11.164

(5.882)

- 14.073

(4.487)

Pay period:

Weekly (D) -.528

(.340)

-.385

(.212)

1.077

(.399)

Biweekly (D) -3.575

(2.333)

-1.211

(.683)

-3.770

(1.348)

Monthly (D) -4.813

(2.983)

-7.558

(3.874)

-2.362

(.852)

Index of physiological need .1228

(3.023)

.1467

(3.041)

.1030

(1.498)

Ethnic status:

Black (D) 2.210

(1.591)

2.551

(1.646)

-.815

(.311).

Mexican-American (D) -.181

(.126)

-2.713

(1.461)

.0430

(.018)

R' .358 .389 .326

•T—values in parentheses.

'(D) Dummy variable.

'Ln = Natural logarithm.

The value of food per adult equivalent decreased as

household size increased, an influential variable in all

three models. Since household size was expressed in

natural logarithms, the coefficient estimated for the com-

bined sample indicates that the value of food per adult

equivalent would decrease $1 1 .25 as household size
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increased from 2.7 persons to 7.4 persons. This strong

effect is not picked up by the age-sex composition of the

household reflected in the adult equivalent scales. These

economies may arise in food procurement and prepara-

tion as well as from variation in age and sex of household

members not totally represented by the equivalence

scales.

The length of the pay period was included to test for

the impact of declining cash balances near the end of

longer pay period on value of food. The results for all

eUgibles and for participants appear consistent with the

hypothesis that the value of food declined as the length

of the pay period increased. The relationship for non-

participants does not appear as strong but one should

remember that their level of liquid assets was also

higher.

The index value of physiological need felt by the

adult female in the household was directly associated with

value of food, as expected. Among participants, the mean
index value was not only higher but the value of food was

also more highly correlated with the index level.

The remaining variable, ethnic status, was included as

a control. Its influence, after that of the other variables

had been recognized, was not large. This finding shows

how differences that appear when simple means are com-

pared may be explained by other socioeconomic and

psychological variables.

The regression results indicate that, for the popula-

tion studied, participating in the FSP and/or free NSLP
lunches increased the value of food obtained. But the dif-

ficult question remains of how this increase contributes

to progress toward nutritional goals. Descriptive statistics

in our sample provide an initial indication. The means in

table 3 are percentages of RDA's for 10 nutrients as

revealed in the nutrient intakes of the 8- to 12-year-old

children. Means in the first two columns are sample

means for FSP participants and nonparticipants. Means in

the middle two columns are weighted by ethnic propor-

tions of Washington's population.

Differences in the weighted estimates for participants

and nonparticipants are evident for five nutrients—cal-

cium, phosphorous, iron, vitamin A, and riboflavin. Only

Table 3.—Nutrient intakes of 8 to 12- year-old children from households eligible for foqdstamps,

Washington State, 1972-73

Sample values

Sample value weighted

by ethnic proportions

in Washington's

population

Sample values

Item Food
stamp par-

ticipants

(n = 196)

Eligible

nonpartic-

ipants

(n = 136)

Food stamp
partic-

ipants

Eligible

nonpartic-

ipants

Value of food

adult equiv-

alent less

than $44/mo.
(n = 170)

Value of food

adult equiv-

alent greater

than $44/mo.

(n = 162)

Percentage of RDA's

Energy 77.4

(21.2)

78.5

(20.6)

79.2 78.7 77.2

(20.0)

78.5

(21.9)

Protein 171.4

(47.7)

173.3

(50.3)

179.5 175.1 170.8

(49.9)

173.3

(47.9)

Calcium 92.2

(40.1)

90.0

(36.3)

101.2 94.6 88.9

(37.7)

94.8

(36.9)

Phosphorous 122.8

(41.8)

122.9

(41.4)

131.5 125.5 120.2

(41.8)

125.6

(41.3)

Iron 94.8

(40.8)

94.5

(39.6)

100.1 95.1 92.4

(40.3)

97.1

(40.2)

Vitamin A 123.7

(80.0)

118.1

(80.9)

131.5 122.0 115.1

(78.6)

128.0

(81.8)

Thiamin 101.1

(56.7)

99.1

(63.6)

109.1 105.9 95.7

(46.6)

105.1

(70.5)

Riboflavin 151.0

(69.7)

144.7

(61.1)

167.3 150.4 143.1

(63.0)

153.3

(70.1)

Niacin 93.3

(40.0)

90.2

(37.3)

98.9 93.9 89.8

(37.0)

94.4

(40.9)

Vitamin C 170.7

(128.5)

175.3

(139.0)

177.6 176.2 170.6

(130.4)

174.7

(135.4)

Note: Standard deviations of variables are in parentheses.



the difference for riboflavin was found to be significant,

however. The percentages of RDA's for these five nutri-

ents among FSP participants exceeded those for non-

participants, results consistent with those of some earlier

studies. (See the summary in (7) pp. 74-76).

The percentages in the remaining two columns of

table 3 are means for subsets classified by the monthly

value of food obtained per adult equivalent. The percent-

ages for the group with greater values of food are some-

what larger than those for the group with smaller values

of food, across all 10 nutrients, but no difference is

statistically significant. Although this simple comparison

suggests a weak relationship between nutrient intake

levels and value of food, more investigation is needed be-

fore any definitive conclusions or inferences can be

drawn.

CONCLUDING THOUGHTS

Although substantial progress has been made in some

areas of food program analysis, the demand for this type

of information is far from being met. Questions remain

as to which program variables can be manipulated to

bring about desired results. More work of this type exa-

mining why certain impacts (or their lack) occur could

provide results helpful to pohcymakers. One approach

would be to replicate this type of study using a sample

which represents a broader population, in terms of both

age and sex composition of households and geographic

coverage. The methodology could be improved by addi-

tional efforts to recognize and control differences in

tastes and preferences by the use of more psychological

variables. Another area of challenge is to identify Unkages

between the economic dimension of the programs and

their nutritional goals.

LITERATURE CITED

(1) Joint Committee Print. Studies in Public Welfare,

Paper No. 1 7 National Survey ofFood Stamp and

Food Distribution Program Recipients, Govt. Print.

Off., Wash., D.C., Dec, 1974.

(2) Lane, Sylvia. "Food Distribution and Food Stamp
Program Effects on Food Consumption and Nutri-

tional 'Achievement' of Low Income Persons in

Kern County, Cahfornia," >lm. J. Agr. Econ., 60:

103-116, 1978.

(i) Madden, J. Patrick and Marion D. Yoder. "Program

Evaluation: Food Stamp and Commodity Distribu-

tion in Rural Areas of Central Pennsylvania," Penn.

State Univ., Bull. 780, June 1972.

{4) Price, David W., and others. Evaluation ofSchool
Lunch and School Breakfast Programs in the State

of Washington, final rpt. submitted to Food and

Nutrition Serv., U.S. Dept. Agr., 1975.

(J) Price, David W., and Donald A. "^qsI. Analysis of
Food Program, Socio-Economic and Nutritional

Characteristics of Washington Households Eligible

for Food Stamps final rpt. submitted to Food and

Nutrition Serv., U.S. Dept. Agr., Sept. 1977.

{6) U.S. Department of Agriculture. Fooc? Stamp Pro-

gram: A Report in Accordance with Senate Resolu-

tion 53, Food and Nutrition Serv., Senate Print,

Committee on Agr. and Forestry, Govt. Print.

Off., Wash., D.C.; 1975.

(7) U.S. Department of Agriculture, Food and Nutri-

tion Service. Evaluation of the Child Nutrition

Programs, background paper prepared by Econ.

Anal, and Prog. Eval. Staff, June 1977.

119





TRACING THE PROCESS OF FOOD STAMP USE
AND REDEMPTION

By William T. Boehm, Mike Belongia, and Masao Matsumoto"'

ABSTRACT

Since 1973, nearly $33 billion in food stamp coupons have been issued. While the U.S. Government is

technically liable for the redemption of all coupons issued, the liability is not realized until the

stamps are used and presented to the U.S. Treasury for payment. Therefore, redemptions would not

be expected to equal issuance. About $230 million of the stamps issued since 1970 have not yet been

presented for payment. Further, while most coupons are used in the month they are issued, about 35

percent of the issued stamps are not presented for redemption until 1 month following issuance. Lags

in the process therefore appear to result from lags in banking system clearance.

KEYWORDS: Food Stamp Program, food stamp redemptions, food stamp use.

INTRODUCTION

The Food Stamp Program (FSP) has grown substan-

tially since it became part of permanent legislation in

1964. By July 1970, the number of program participants

had reached 7 million. Monthly stamp issuance had grown

to $165 miUion, of which $98 million were bonus

stamps. Five years later, in July 1 975 ,
participation had

reached more than 19 milUon persons per month. The
total value of stamps issued had reached $700 million.

Bonus value, about 60 percent of total issuance, was

about $425 mUUon. Monthly program participation since

1975 has stabilized at about 17 million, while monthly
issuance and bonus value have averaged about $700 mil-

Uon and $400 mUHon. Coupons used to purchase food

totaled about $8.7 billion in 1976-about 5 percent of the

total spent for food (3)}

While the level of total program activity has stabilized

somewhat, some seasonal variations continue. Such

monthly variations in the level of program activity tend to

comphcate administrative procedures. One activity, ad-

ministration of the appropriation and coupon redemption

account, is made substantially more difficult.

Italicized numbers in parentheses refer to items in

References at the end of this article.

Agricultural economists have had a sustained profes-

sional interest in problems relating to the efficient opera-

tion of the food system generally. However, little pubUshed

research exists on operational issues which relate to the

FSP. In this article we report the results of one recent ef-

fort to investigate a rather fundamental aspect of program

operations—coupon redemption. Both the extent of

coupon loss (or nonuse) and the length of the lag between

issuance and ultimate coupon redemption are identified.

STAMP REDEMPTION

The food coupon redemption process actually in-

volves a series of coupon-cash transfers, each with its own
Food and Nutrition Service (FNS) reporting requirement

(2). Coupons are currently issued through field offices to

over 13,000 local stamp vendors. These vendors include

banks. Government agencies, and others authorized by
the particular State agency responsible for operation of

*The authors are agricultural economists in the Food
Economics Program Area, National Economic Analysis

Division, Economics, Statistics, and Cooperatives Service.

They wish to thank Steve Hiemstra and John Calvin, Food
and Nutrition Service, USDA for helpful comments on
earlier drafts of this article.

121



the FSP. These vendors issue the stamps to program par-

ticipants. In return, participants surrender the cash re-

quirement (if any) and their authorization-to-purchase

(ATP) card. The signed ATP card is proof of issuance.

Vendors deposit the "purchase requirement" cash and

return the ATP card to FNS. The deposit shp becomes

proof of their deposit.

Recipients may then use the stamps to buy food.

Since it is unhkely that stamps are used immediately,

some time lag occurs. Once the coupons are used,

retailers deposit them with their banks. The deposit slips

are forwarded to the FNS data center. The stamps are

then cleared through the banking system and, ultimately,

one of the 12 Federal Reserve district banks. The coupons

are counted and destroyed at the district bank level. Once
the coupons reach the Federal Reserve bank, the bank is

authorized to deduct the redeemed amount from the

USDA/FNS redemption account, and it sends verification

of these deductions to FNS. Technically, the coupons are

not "redeemed" until the deduction is made from the

redemption account. FNS often does not get verification

of all deductions until several months after they have been

made.

Levels of monthly coupon issuance are related to the

actual requests for redemption in table 1 data. During the

60-month period from July 1972 to July 1977, $32,958.4

million in coupons were issued to program participants.

As of July 1977, the U.S. Treasury had redeemed

$32,716.4 milhon, 99.3 percent of all stamps issued. Ap-

parently, very few stamps issued are not, at some time,

redeemed. However, as noted, the coupon redemptions

lag somewhat their issuance date. During the period of

rapid program growth (FY 1974, in particular) redemp-

tions were averaging about 3 percent less than issuance.

In FY 76, when issuance stabiHzed at about $720 million,

stamp redemptions actually exceeded issuance.

Available data for 1977 also support this conclusion.

Stamp redemptions for the first 6 months of the year were

99.7 percent of issuance. If redemptions lag within the

year, they would likely be relatively lower in the first 6

months when issuance is seasonally higher. If this assump-

tion is correct, the data will show redemptions exceeding

issuance in the latter half of the year; thus, for the year,

issuance and redemptions will be about equal.

The Administrative task for the Department of Agri-

culture, complicated by the length of these unknown
lags, is to time by month the transfer of appropriated

funds to the redemption account. The timing of these

transfers, so that they coincide with requests for stamp

redemption by the Federal Reserve, is crucial because a

Government-financed interest liability is implied when un-

needed funds are transferred from appropriations to the

redemption account.

This task will become more complicated after the pur-

chase requirement is eliminated (EPR). Currently, cash

deposits for the "purchased stamps" are credited to the

redemption account. Therefore, if a lag occurs between

stamp issuance and the request for redemption, as these

data appear to indicate, cash deposits from current stamp

issuance have been available to partially cover requests

for the redemption of stamps issued in prior periods. With

EPR there will be no purchase funds.

STATISTICAL MODELS

A five equation system of single equation models was

developed to describe statistically the various aspects of

Table l.-Food stamp issuance and redemption, fiscal years 1972-77

Year Issuance Federal Reserve requests

for redemption

-Million dollars Percent

1973 3,888.95 3,851.40 99.2

1974 4,727.45 4,627.80 97.9

1975 7,265.62 7,145.96 98.4

1976' 10,763.34 10,797.22 100.3

1977^ 6,313.04 6,294.06 99.7

Total 32,958.40 32,716.44 99.3

' Includes 15-month period from 7/1/76 to 9/30/77.

'Data for 10/1/76 to 6/30/77.
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the coupon redemption process. The models are as

follows:

(1) ISSt = f(EMPt,ISSt.i FPIt)

(2) GSRt - f(ISSt,FSt)

(3) FRRt = f(GSRt,GSRt.i,BAt)

(4) CDt = f(ISSt,BAt)

(5) PMTt = f(BRt,BRt.i,BAt)

Where:

ISS = the dollar value of the coupon issuance in a

month,

EMP= The level of national unemployment, in

percent,

FPI = the consumer price index for food.

GSR= the dollar value of coupons redeemed at the

grocery store level during a month,

FS = the dollar value of U.S. food sales,

BA = the number of banking days in the month,

FRR= the dollar value of the coupons redeemed at

the U.S. Treasury Department by Federal

Reserve banks during a month,

CD = the dollar value of cash deposits (purchase

requirement cash) within the. month,

PMT= the dollar value of the actual Government

redemption payment—(FRR minus CD), and

BR = the dollar value of bonus stamps redeemed in

a month.

Subscripts identify the observations as either current

or lagged values.

The first three equations trace the systematic redemp-

tion path for food coupons from issuance to a participant

through use in a grocery store and finally, to redemption

by one of the Federal Reserve banks. Equation (1) is

fundamental to the system since it describes the coupon

issuance level. Variables which are closely associated with

eligibility are included in the model, such as the rate of

unemployment and the consumer price index for food.

Issuance lagged 1 month is included to account for the

changes in rules which are responsible for the current

level of participation in the program.

Only the one -period lag in Equation (3) survived the

statistical search for a distributed lag structure (1). In

Equations (2) through (5), lags as far back as 3 months

prior were tested. However, none of these lags, save the

lag in Equation (3), were statistically significant.

Equations (4) and (5) provide auxiliary pieces of in-

formation regarding the process of stamp use and redemp-

tion. Equation (4) describes the cash deposit process, one

affected by both stamp issuance and banking days. Equa-

tion (5) is specified in an effort to focus on the monthly

Government payment for issued stamps (that is, the dif-

ference between the monthly requests for stamp redemp-

tion and the cash deposit).^ This Government liability

can be shovwi to be a function of the bonus stamps

redeemed in both the current and previous month and the

number of banking days.

RESULTS

Parameter estimates for the variables in these five

equations were obtained with ordinary least squares regres-

sion. Monthly observations for all variables from July 1970

Government payment liability is less than the total

redemptions because of the food stamp purchase require-

ment. Cash deposits from the sale and issuance of stamps

have accounted for about 40 percent of total redemp-
tions.

Table 2.—Statistical results, food stamp ledemptions, 1970-77

[1] Coupon issuance = -149,291,810. + 1,127,530. [EMPt] + 128,608. [FPIt] + 0.76 [ISSmJ
(330,569) (31,363) (0.06)

r2 = .994, F = 4376., DW = 1.7, Y = $469,672,162., Sy = $15,524,813.

[2] Grocery store redemption = -39,319,180. + 0.98 [ISSt] + 3.85 [FSt]

(0.05) (5.59)

r2 = .974, F = 1149., DW = 2.6, Y = $529,950,182., Sy =$29,070,240.

[3] Federal Reserve redemption = -420,397,037. + 0.65 [GSt] + 0.32 [GSt-i] 20,896,977.

(0.13) (0.13) (5,660,762)
r2 = .924, F = 240., DW = 3.11, Y = $538,391,207., Sy = 51,165,845.

[4] Cash deposits = -72,071,104. + 0.36 [ISSt] + 4,439,632. [BAt]
(0.02) _ (3,785,646.)

r2 = .774, F = 140., DW = 2.02, Y = $190,662,741., Sy = $39,469,319.

[5] Government payments = -335,198,660. + 0.68 [BR^] + 0.32 [BR^.^] + 16,360,888. [BAt]

(0.29) (0.28) (7,257,018)
r2 = .776, F = 67., DW = 2.6, Y = $316,117,162., Sy = $65,245,686.

Note: Coefficient standard errors are in parentheses.
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through June 1977 were used for the analysis. Data were

obtained from account records maintained by FNS.

Results of the estimation are summarized in table 2.

In general, the variables in each of the models were able

to account for substantial amounts of the total variation

in each dependent variable vector. There was, however,

some evidence that a serial correlation problem existed in

Equation (3). This problem is Ukely the result of data

reporting problems rather than either missing variables or

inappropriate functional form.

Equations (1), (2), and (3) indicate a great deal about

the coupon issuance, use, and redemption process. Both

the rate of unemployment and general increases in the

food price index exerted statistically significant, positive

influences on monthly stamp issuance, other things being

equal. Stamp use apparently occurs in the month the

stamps are issued. A $1 increase in issued stamps resulted

in approximately a $1 increase in monthly grocery store-

to-bank redemptions. While not statistically significant at

the 0.05 level, increases in food sales during the month
did positively influence grocery store-to-bank redemp-

tions. This relationship may reflect times when food

coupons are "saved" for use during months with food-

related hohdays.

Equation (3), the Federal redemption model, some-

what supports the hypothesis of a lag in redemption of

some coupons. About 65 cents of each dollar deposited

by grocery stores in the current month actually are re-

deemed by the Treasury Department in that month. The

other 32 cents is not reported as redeemed until the

month following the deposit. Ceteris paribus, the banking

system has been redeeming approximately $20 million

more coupons in months when there are 22 banking days

(1 more than the average 21).

Bank deposits of the cash transfers resulting from the

existence of the purchase requirement apparently do oc-

cur without a lag. Over time, the purchase requirement

has resulted in the collection of about 40 cents for each

$1 in coupons issued. Statistical results, while explaining

only about 80 percent of the total variation in cash depos-

its over time, do imply that for each $1 increase in current

month issuance about 36 cents is deposited. The relatively

low explained variation (R2) partially reflects the rather

erratic deposit pattern characteristic of the early years of

the program. Since 1975, however, monthly cash deposits

have been closely associated with current issuance.

Equation (5), Government payments, is of particular

interest now that the food stamp purchase requirement

has been eliminated. This model may prove to be the most

useful in helping ultimately to manage the food stamp

redemption account. In addition, the model provides a

partial test of the validity of the other statistical results.

Assuming that the other results are indicative of actual

program activity, it can be shown that bonus stamps issued

in month t and in month t-1 should be included in the

specification of the "payments" model.

Further, it can be shown that current month pay-

ments should increase about 33 cents for $1 of current

month bonus and about 67 cents for each $1 of bonus

issued 1 month previously.^ As indicated in table 2, these

theoretical specifications cannot be rejected by the stat-

istical results. The t tests, assuming that the regression co-

efficients for RBt and RBt-1 are 0.33 and 0.67 respective-

ly, do not permit rejection of the null hypotheses. As was

true in the other redemption model (Equation (3)), the

number of banking days in the month exerted a statistical-

ly significant positive impact on the value of stamps re-

deemed.

CONCLUSIONS

The results of this research appear to provide a useful

tool for the explicit monitoring of the USDA food stamp

redemption account. While it is granted that the U.S. Gov-

ernment is technically liable for all stamps issued, the

liability is not actually effected until issued coupons are

presented, by agents of the Federal Reserve, for payment.

Explicit recognition of both coupon loss and the lag in

redemption reduces the public liability for interest pay-

ments on short term borrowed funds to finance the pro-

gram.

A relatively small percentage of the stamps issued, is

never presented for payment. Total value of all unre-

deemed stamps, about $232 million, is, however, sub-

stantial.

The study tends to support the hypothesis that coup-

ons are used to purchase food items during the month
issued. The approximately 1 -month lag in the redemption

of some stamps is apparently due to lags in the banking

system. Cash deposits from purchased stamps do not ap-

pear subject to a lag. Therefore, cash deposits in month t,

associated with stamps purchased in month t, have been

available to help cover current-month requests for re-

demption of stamps issued in the previous month. These

cash deposits wiU no longer be available now that the pur-

chase requirement has been eliminated. Requests for re-

demption of the issued bonus stamps will likely be highly

correlated with bonus issuance in month t, previous

month bonus, and the number of banking days in month t.

^ These expected results can be shown as follows:

Payment = (redemptions - cash deposits), and
Redemptions = (0.60 current issuance -I- 0.40 issuance

t-1), and
Cash deposits = (0.36 current issuance),

Payments = (0.60 current issuance + 0.40 issuance

t-1) - 0.36 current issuance.

Payments = 0.24 current issuance -h 0.40 issuance t-1

,

but since

Issuance = 0.60 bonus + 0.40 cash payment, we obtain

Payments = 0.33 bonus t + 0.67 bonus t-1

.
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PRICE AND PROGRAM POLICIES AFFECTING PARTICIPATION
IN THE NATIONAL SCHOOL LUNCH PROGRAM

By Walter B. Epps*

ABSTRACT

Effects of three administrative policies on student participation in the National School Lunch

Program (NSLP) were analyzed. All three—(1) use of central kitchens, (2) sale of a la carte foods

during the lunch hour, and (3) the grant of permission to leave school during the lunch

period—reduced participation significantly.

Effects of both lunch policies and prices need to be considered in actions designed to maintain or

raise levels of participation. Lower lunch prices imply increased participation nationally but effects

may be offset by increased service of lunches prepared in central kitchens or increased availability of

a la carte foods,

KEYWORDS: National School Lunch Program, Child Nutrition programs, food programs.

INTRODUCTION

The Federal Government began direct cash support of

hot lunch programs in schools with passage of the National

School Lunch Act in 1946. In the preceding decade, the

Government had donated commodities to States for dis-

tribution to schools as part of an agricultural adjustment

program designed to encourage the domestic consumption

of surplus agricultural products. The 1946 act continued

commodity support through a commodity purchase and

distribution provision; in addition, it appropriated funds

for cash grants to schools for local food purchases. Other

provisions allowed use of part of the appropriated funds

for buying equipment and paying administrative expenses,

defined minimum nutritional standards, and required that

lunch programs be nonprofit.

Succeeding legislation kept the original provisions and

expanded the amount and scope of Federal assistance. The

Child Nutrition Act of 1966 authorized estabUshment of

pilot breakfast programs in schools, increased equipment

buying assistance, provided money for added staffs made
necessary by expanded lunch and breakfast programs, and

adopted extended funding for milk served in schools,

nurseries, and other child-centered institutions. In 1970,

the Congress set xmiform national guidelines for free and

reduced-price lunch eligibiHty and it authorized the

appropriations to pay for an enlarged free lunch program.

The National School Lunch Program (NSLP) pro-

vided meals to half the Nation's 51 million school chil-

dren in 1975 on any given school day (table 1). Under-

writing this extensive coverage were expenditures of

$3.9 billion for grants, food, and service from all

sources. Forty-five percent ($1.7 billion) were Federal

contributions.

Beginning in the mid-sixties, local lunch programs

faced persistent rises in production costs because of rising

labor and food costs. These changes prompted school

systems to increase lunch prices in attempts to cover

higher costs. In the early seventies, numbers of children

paying full price declined. In 1975, for example, fewer

lunches were bought at full prices than in 1970 (table 1).

This decline was associated with smaller enrollments and

wdth an expanded free and reduced-price program. It is

*The author is an agricultural economist with the

Food Economics Program Area, National Economic
Analysis Division. Economics, Statistics|, and Coop-
eratives Service.
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Table 1.-Student participation, lunch service, and expenditures. National

School Lunch Program, 1947-1976

Lunches services Expenditures

Fiscsl

Year

Enroll-

ment
Partici-

pant Total
FuU
price

Free snd
reduced

price

Total Federal

State

local, and
children

1947 26.6 6.6 910.9 801.6 109.3 221.1 70.4 150.7

1950 27.5 a. 6 1,275.9 1,063.7 212.2 367.6 119.7 247.9

1955 34.0 12.0 1,806.6 1,616.7 189.9 611.6 152.3 459.3

1960 40.6 14.1 2,142.3 1,925.1 217.2 1,001.7 225.8 775.9

1965 48.1 18.7 2,892.3 2,606.5 285.8 1,492.8 402.8 090.0

•1970 52.1 23.1 3,565.1 2,826.6 738.5 2,217.0 565.4 651.6

1971

1972
1973
1974

1975

51.9

51.9

51.3

51.3

51.0

24.6

24.9

25.2

25.0

25.3

3,848.3

3,972.1

4,008.8

3,981.6

4,063.0

2,842.6

2,686.8

2,606.4

2,503.5

2,425.1

1,005.7

1,285.3

1,402.4

1,478.1

1,637.9

2,493.0

2,730.3

2,956.1

3,372.4

3,863.0

809.5

1,050.8

1,139.8

1,401.4

1,705.7

1,683.5

1,679.5

1,816.3

1,971.0

2,157.3

1976 50.5' 25.8' 4,145.8" 2,362.8' 1,783.0* 4,133.5' 1,893.5' 2,240.0'

' Preliminary.

Source: Fiscal Year 1975 statistics and historical tables. Food and Nutrition Serv., U.S. Dept. Agr.

likely that the somewhat higher lunch prices also con-

tributed.

Several researchers have focused on the price-

participation relationship (i, 2, 3, 4, 6)} They found

that, in total, children participated more when prices fell

and less when they rose. Administrative policies that may
affect participation have received scant research although

their potential for changing participation patterns is often

recognized.

Three such policies are of particular interest: (1)

allowing sales of individual foods at lunchtime along with

sales of regular lunches, (2) permitting students to leave

campus during lunch hour, and (3) preparing lunches in

central kitchens for service to students at individual

schools in the system.

Local sales of individual foods are covered by Federal

guidehnes which outline the conditions of competing food

sales and specify the use of receipts from these sales. One
view is that such sales compete with the regular lunch.

Another is that the wider range of offerings encourages

participation in the NSLP because they attract students

who otherwise would not have gone to the lunchroom and

that some will buy a regular lunch.

The practice of permitting students to leave campus

during the lunch period predates establishment of the

^ Numbers in parentheses refer to References listed at

the end of this article.

NSLP. Common to a number of program schools, the

practice is particularly widespread among elementary

schools. Some observers feel that this practice exerts no

influences (since a local program's normal service levels

reflect an allowance for students leaving campus); others

think that it reduces participation in the regular lunch

program.

As a cost-cutting measure, a number of local school

systems have adopted or expanded the practice of prepar-

ing lunches in central kitchens for delivery to students at

schools elsewhere in the system. Although it has a long

history in the NSLP, increased central preparation in

recent years denoted a gradual shift of emphasis from

earlier times when central kitchens were used to extend

lunch service to children in schools without kitchen

facihties. Central kitchens sometimes extend lunch ser-

vices to schools without a meal program, thus expanding

NSLP participation. But as replacements for previously

self-contained, independent school kitchens, their influ-

ence on lunch participation is open to question.

PARTICIPATION

PROCEDURES

The analysis used information from a 1 972 survey

(the most recent available) of the Nation's elementary and

high schools conducted by USDA's Statistical Reporting
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Service (now part of the Economics, Statistics, and Coop-

eratives Service) for USDA's Food and Nutrition Ser-

vice. Designed primarily to determine the racial composi-

tion of participants in local school lunch programs, the

survey also provided information about current practices.

Data were obtained through a systematic random sample

of public and private schools drawn from lists maintained

by the U.S. Office of Education. They represent the school

universe in the 48 contiguous States and the District of

Columbia. The sample included schools that participated

in the National School Lunch Program (NSLP) and schools

vwth other feeding services. Only NSLP schools were used

in the analysis; for their major characteristics see table 2.

To analyze lunch participation, a model was specified

that incorporated the three traditional program poUcies

mentioned earlier, plus price. Model parameters were esti-

mated by applying ordinary least squares regression pro-

cedures.

Several basic variables were used. The dependent

variable was participation rate, defined as the ratio of the

number of students buying type A lunches at regular

prices to the number of potential buyers attending school

Table 2.-Characteristics of National School Lunch Program

schools by grade level, 1972

Oharacteri ^tia

Grade

All schools High schools
/VT = 0

1

VIN — ZlZ^

Elementary

schools

(N= 316)

Percent

Participation

rate (percent) '.

Under 20 1 Z. / /U.o 1 .5

20-29 10.2 14.6 7.3

30-39 9.8 11.3 8.9

40-49 Q 7 10 7 7 A/.O

50 - 59 O.D 11711. /

60-69 14 0 1/1 a

70 or more 32.8 17.9 42.7
Total 100.0 100.0 100.0

Lunch price (cents)

Under 20 U.U U.o
20-29 O.o 4 O Q CO.J

30-39 00 0

40-49 42.6 50.5 37.3
50-59 7.0 14.6 1.9

60-69 0.2 0.5 0.0
70 or more 0.2 0.5 0.0

100.0 100.0 100.0

Campus policy

:

39.5 27.3 47.8

60.5 72.7 52.2
Total 100.0 100.0 100.0

Lunch alternatives:

20.4 42.9 5.4

79.6 57.1 94.6
Total 100.0 100.0 100.0

Preparation site:

85.2 92.4 78.0
14.8 7.6 22.0

Total 100.0 100.0 100.0

Enrollment:

Up to 499 27.5 12.8 37.4

43.5 33.4 50.3
1,000- 1,999 23.1 39.7 12.0

5.9 14.1 0.3

Total 100.0 100.0 100.0
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at lunchtime. Students in work-study programs or on
split-shifts were excluded. Excluded also were students

certified to receive free or reduced-price lunches.

Five independent variables were used to assess varia-

tion in participation rates: lunch prices, the availability

of alternatives to lunch, the existence of an open campus

poHcy at lunch hour, the preparation and service of

lunches at the same school, and school enrollment.

Prices were for lunches sold at highest prevailing

prices. Lunches sold at reduced prices were excluded;

their ceiling price was 20 cents at the time of the survey.

A weighted average price is conceptually superior but the

difference in the simple and weighted price was negligible

because relatively few schools sold reduced-price lunches

in 1972.

Program policies were entered as dummy variables.

The reference group in each case was the group of schools

adopting that indicated pohcy.

Enrollment was classified into four size groups: under

500 students, 500-999, 1 ,000-1 ,999, and 2,000 or more.

These enrollment groups were also specified as dummy
variables. The reference group was the class with under

500 students.

Separate estimates were developed for high schools

and elementary schools following a test of equality of

coefficients of high school and elementary school regres-

sions which showed that student responsiveness dif-

fered with grade level.

3):

RESULTS

The basic results of the analysis appear below (table

• The price coefficients were statistically significant

and had negative signs, indicating that participa-

tion rates decreased in each grade when lunch

prices rose and increased when they fell.

• Open campus policies were associated with lower

participation rates in high schools and elementary

schools.

• Alternatives to the regular lunch lowered high

school and elementary school participation rates.

• More students participated when lunches were

prepared and served on the same campus in ele-

mentary schools. Preparation site had no apparent

influence on high school students' participation.

Table 3.-Regression coefficients showing average participation following

changes in lunch prices and program practices, by grade

level, National School Lunch Program, 1972

Independent High Elementary
variables schools schools

Price -1.21* -1.41*

(0.14) (0.18)

Open campus -15.21* -8.46*

(3.24) (2.33)

-14.28* -24.52*

(3.28) (5.18)

Lunch prepared on campus 3.42 19.49*

(5.49) (2.92)

Enrollment:

500-999 4.89 -11.04*

(4.88) (2.49)

1,000-1,999 4.20 -19.30*

(4.87) (3.88)

2,000 and over -1.89 -34.16**

(6.30) (20.47)

Intercept 96.53 109.25

Standard error of the estimate 20.75 20.15

Amount of variation explained 38 45

Number of schooli 212 316

(Standard errors of regression coefficients in parentheses).

* Statistically significant at the 1 -percent level.

** Statistically significant at the 10-percent level.
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• Participation rates fell as elementary school size in-

creased. High school rates were unaffected by

school size.

Overall, the independent variables explained 38 percent of

the variation in liigh school rates and 45 percent in ele-

mentary school rates.

Price

All price coefficients were highly significant and all

were negative. There was a negligible difference in the price

responsiveness of elementary and high school children. One

might expect reactions to price changes to be substantially

greater among high school students because they have more

alternatives and fewer institutional restrictions. However,

elementary schoolchildren's parents are hkely to share or

to dictate decisions about their childrens' lunches.

Participation rates of high school and elementary stu-

dents changed 1 .2 and 1 .4 percentage points, respectively,

for each penny change in lunch prices.

Open Campus

An open campus policy imphes a reduced potential

lunch population. This policy may be expected to increase

the availabihty of substitutes for lunch. The signs of the

campus pohcy coefficients support this interpretation;

participation was significantly lower in high schools and

elementary schools with open campus policies.

Alternatives to Lunch

Participation rates were significantly lower in grade

schools where alternatives to the regular lunch were avail-

able. The negative signs on the relevant coefficients sug-

gest that a la carte foods sold at lunch hour compete with

regular lunches. These sales reduced participation in ele-

mentary schools much more than in high schools, although

their effects were substantial at each grade level.

Lunch Preparation Site

Substantially higher rates of participation were asso-

ciated with the on-site preparation and service of lunch in

the elementary schools. Since all lunches conformed to the

type A standard they should have been the same nutrition-

ally. The greater apparent acceptability of lunches prepared

on-site might imply that students noticed other differ-

ences between the type(s) of lunches. Schools with inter-

nal facilities may control the choice of food to be served,

its preparation, and its appearance to a much greater

degree than those receiving and serving lunches prepared

elsewhere. It is likely that this flexibility accommodated a

wider range of student tastes.

Participation rates in high schools where lunches were

not prepared on-site were no different than in high schools

where preparation and service were combined. Most high

schools prepared their own lunches. This self-sufficiency

combined vvith greater availability of on-campus alter-

natives minimized possible influences of imported lunches

in the upper grades.

Enrollment

Large elementary schools (over 500 students) had

significantly lower participation than did small schools

(under 500 students). Large elementary schools are found

more frequently in urban areas, which provide relatively

more options for lunchtime activity. "Middle schools,"

those containing one or more grades intermediate to

elementary and high school, are more likely to be found

among the larger elementary schools. These schools have

a larger proportion of children in the age range of early

junior high. Their food tastes and money resources may
be quite different from younger children's.

Lower participation in large elementary schools may
also reflect decreased control of students because of more

complex but less flexible class and activity schedules and

greater difficulty in managing movement of large numbers

of students. Large high schools also might be expected to

face scheduling and control tasks with similar participa-

tion effects; however, all high school size coefficients were

statistically nonsignificant. The absence of size effects like-

ly reflects that high school students are granted relatively

greater freedom of choice than elementary school chil-

dren.

IMPLICATIONS

Administrative policies and price apparently alter

lunch participation substantially. These findings are per-

tinent in examining a basic issue in lunch program admin-

istration: how to maintain paid participation levels under

pressure of rapidly rising lunch costs.

There is little doubt that lower lunch prices will in-

crease participation. But the strong influence that school

poHcies apparently exert emphasizes the desirability of

considering their effects along vAth those of price, partic-

ularly since actions to reduce costs through adopting cen-

tral kitchens or to increase total lunch revenue through a

la carte food sales may offset the effects of lower lunch

prices.

Fewer students are likely to buy the regular lunch

where a la carte food sales are allowed. This conclusion is

based on lunch operations during a period when Federal

rules restricted sales of a la carte foods to those permitted

as part of a type A lunch. The rules then in effect also

prohibited the operation of other food services at times or

in places that constituted competition with the nonprofit

lunch program. Study results indicate that
,
although these

stringent rules applied, fewer students bought the regular

lunches when schools offered foods a la carte.

Further, a policy change may affect participation

more at one grade level than another. That lower and up-

per grades are different markets in some ways is also

likely. For example, current proposals being reviewed pro-

vide for scaling lunch size with smaller portions served to
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children in lower grades and larger amounts in higher

grades. Similarly, a more restrictive policy for a la carte

food sales may be more effective in elementary than high

schools because of the relative ease of its implementation

with younger children.

Few high schools operate on a sateUite food prepara-

tion basis. Therefore, from a cost -cutting standpoint, high

schools offer greatest expansion possibilities for off-site

lunch preparation. There is httle evidence to suggest that

high school students would react any differently than ele-

mentary children to lunches prepared off-site. Moreover,

high school students will have more choices to turn to

since more of their schools offer alternative foods.

Because of its long acceptance, an open campus

policy may be difficult to change although, along with

price and sateUite decisions, the decision is one reserved to

local officials. Modification of this traditional policy may
be eased by the continuing trend of closing smaller ele-

mentary schools and the increased movement of children

within school districts for specialized instruction or equal-

ization of district resources.

While size apparently has no direct effect in the sense

of being a program option subject to alteration, its associ-

ation with lower participation in grade schools under-

scores the subtle but real influence of institutional forces

not related directly to the lunch program.
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THE NEW CONGRESSIONAL BUDGET PROCESS:
IMPACT ON FOOD AND NUTRITION POLICYMAKING

By G. Waiiam Hoagland*

ABSTRACT

The formation of a national food and nutrition policy will require a reordering of national priorities.

The new Congressional budget process helps to expose tradeoffs among Federal programs, and thus

will play a key role in any program realignment caused by new food and nutrition programs. If

Congress considers cashing out food stamps, the research question will be what impact the

ehmination of the purchase requirement had on the improvement of participants' diets. The utihty

and efficiency of in-kind nutritional benefits will continue to be questioned, and analysis should be

from the perspective of interpersonal utihty functions of donors and participants.

KEY\^'ORDS: Budget process, food and nutrition policy, Congressional Budget and Impoundment
Act of 1974.

INTRODUCTION

The definition and creation of a national food and
nutrition policy will require an explicit rethinking and re-

ordering of national priorities. This is especially true if it

is assumed that fiscal poHcy goals such as reduced Federal

budget deficits, reduced inflation, and increased employ-
ment are also to be achieved. As has been pointed out by
Professor Timmer, achieving specific macroeconomic
policies need not detract from achieving objectives of a

national food and nutrition policy. "Nutrition is linked to

food by consumer incomes via the same market and price

mechanisms that link agriculture to the food sector"

02)}
Changes in Federal policies related to the distribution

of income (adjusted for price increases), or changes in tax

policies impacting on a farm's or food processor's profits

can influence nutrition objectives as much as the establish-

ment of expanded nutrition education programs or direct

feeding programs. Redistribution of income issues, how-

ever, always create problems for some economists who
have been taught to believe that through hard work suc-

cess will automatically follow and that maximizing profits

is the eUxir of all social inefficiencies.

The Federal budget is the basic planning document

and tool by which these difficult policy decisions and the

innumerable tradeoffs translate into the establishment of

a national policy. The purpose of this article is to: (1) re-

view the Federal budget process wdth particular attention

to the new congressional budget making machinery, and

(2) discuss how this process alters the future research

agenda for evaluating various food and nutrition options.

THE FEDERAL BUDGET PROCESS

The Federal budget process has four major phases: (1)

the executive branch's formulation and transmittal, (2)

congressional action, (3) budget execution and control

and (4) review and audit (2). While all segments of this

*The author is a budget analyst with the Congression-

al Budget Office.

* ItaUcized numbers in parentheses refer to items in

References at the end of this article.
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process work to establish Federal policies, I will only dis-

cuss the initial stages related to the executive branch's

formulation of its proposal followed by congressional

action.

FORMULATION AND TRANSMITTAL

The executive branch has recently submitted its

budget request that would result in outlays totaling $500.2

bilhon for the fiscal year beginning this coming October-

fiscal year 1979. The day following the transmittal, work
began on the fiscal year 1980 budget. Within the execu-

tive branch, agency programs are being evaluated, policy

issues are being identified, budgetary projections are being

developed, and long range program plans are being estab-

lished. These food policy seminars serve an important

function in the formulation and the eventual transmittal

of a budget that will not go into effect until 20 months

from now.

The President's outlay estimate of $500.2 bilHon for

fiscal year 1979 is broken down into broad functional

categories. These functions are accounting tools which ar-

ray the $500.2 billion into 19 categories that by defini-

tion have a common end or ultimate purpose addressed to

an important national need (table 1). For example, func-

tion 050 is "National Defense" while function 350 of the

budget is "Agriculture." Under the administration's esti-

mates, agriculture would show outlays of nearly $5.4

billion—three quarters of this for farm income stabiliza-

tion programs in fiscal year 1979 (table 2).

What is not often realized by those in the agriculture

profession who do not deal regularly with the budget is

that the domestic feeding programs fall into the functional

classification 600, entitled "Income Security." This is the

largest single function of the budget—over $160 billion—

about one-third of the total. Here the Food Stamp and

Child Nutrition programs are found right along with the

social security program. Federal employee and retire-

ment programs, unemployment compensation, the Aid to

Families with Dependent Children (AFDC) and Supple-

mental Security Income (SSI) welfare programs, earned-

income tax credits, and even the coal miner's black lung

program (table 3).

What does this mean for food and nutrition policy-

makers? It has been popular to suggest that food and

nutrition pohcy will be shaped by the budgetary trade-

offs between the producer oriented programs and the

consumer-oriented programs. While domestic feeding pro-

grams make up nearly 52 percent of the U.S. Department

of Agriculture's (USDA) budget (chart), they make up

only about 6 percent of the income security function.

The institutional structures by which the President's

Office of Management and Budget (0MB) tells USDA it

can increase its budget by X percent this year over last.

Table 1.-Current policy estimates and the President's budget proposals,

fiscal year 1979 outlays, by function

Current services

Fuctional Presi- Congressional

classi- Function dent's Budget President

fication request Office

Billion dollars

050 National Defense 117.8 118.3 116.8

150 International Affairs 7.7 7.2 7.4

250 General Science, Space, and Technology 5.1 5.1 5.1

270 Energy 9.6 8.7 9.6

300 Natural Resources and Environment 12.2 13.2 12.2

350 Agriculture 5.4 7.0 5.4

370 Commerce and Housing Credit 3.0 3.7 3.0

400 Transportation 17.4 17.1 17.4

450 Community and Regional Development 8.7 10.1 8.7

500 Education, Training, Employment and
Social Services 30.4 27.8 30.4

550 Health 49.7 47.7 49.7

600 Income Security 160.0 160.2 160.0

700 Veterans' Benefits and Services 19.3 20.7 19.3

750 Administration of Justice 4.2 4.0 4.2

800 General Government 4.3 3.9 4.3

850 General Purpose Fiscal Assistance 9.6 9.4 9.6

900 Interest 49.0 46.6 49.0

920 Allowances 2.8 1.4 2.8

950 Undistributed Offsetting Receipts -16.0 -18.1 -16.0

Total 500.2 494.0 492.4

Source: Congressional Budget Office. An Analysis of the President's Budgetary Proposals for Fiscal Year 1979. Staff

working paper, Jan. 1978'.
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Table 2.-Agriculture (Function 350) by major program. President's budget

proposal and current policy estimates, fiscal year 1979

President's

request

Current services

Program Congressional

Budget Office
President

Afillion dollciT's

Form iTii^f^TTiP ctQ V^iM7 Q ti r\Tl

'

Commodity Credit Corporation-
price supports BA

0
5,500

4 276
3,418

5,322

5,005

4,258

Agricultural Credit

Insurance Fund BA
0

144

-388

211

215
144
-188

Other farm income and

offsetting receipts BA
0

271

286

238

250

215

224

Agricultural Research and

Services BA
0

1,282

1,259

1,260

1,241

1,210

1,259

Total BA
0

7,197

5,433

5,127

7,028

6,574

5,511

BA = Budget authority.

O = Outlays.

Source: Congressional Budget Office. An Analysis of the President's Budgetary Proposals for Fiscal

Year 1979. Staff working paper, Jan. 1978.

could result in intradepartmental trade-offs—for example,

between food and nutrition programs and farmer's defi-

ciency payments. These are not the same types of trade-

offs which could be experienced when food and nutri-

tion program requests are examined along with requests

for increases in social security benefits. Such interactions

and interplay of the various budget functions will influence

food and nutrition pohcymaking, but the major budgetary

tradeoffs of producer- and consumer-oriented programs

will occur within USDA, not within the budget com-
mittees.

From a legislative and budgetary perspective, the

establishment of a food and nutrition budget function

would go a long way toward helping define a national food

and nutrition poUcy. Currently, food- and nutrition-

related programs are scattered throughout the Federal

bureaucracy. This is reflected in the Federal budget, which

shows spending for food- and nutrition -related programs

in about half of the budget functions.

CONGRESSIONAL ACTION^

From the beginning of our Government through near-

ly three-quarters of the 20th century, the Congress more

often than not engaged in particle budgeting. Annually it

made spending decisions about Federal programs virtually

one program at a time, without regard to what it had

decided about other programs.

A Wall Street Journal article some years back referred

to Congressman Jamie Whitten as the real Secretary of

Agriculture, acknowledging the strength of the Chairman

of the Agriculture Appropriation Subcommittee over

pohcy and spending levels in USDA. His committee, as

with other appropriation committees, worked on spend-

ing recommendations; another committee shaped revenue

laws. Each performed its assignment without reference to

what the other was doing. Historically, the strength of the

appropriation process grew out of the limited restrictions

(three in number) the Constitution placed on national

expenditures. One of those restrictions is simply "that no

money shall be dravm from the Treasury but in conse-

quence of appropriations made by law."^ The Congress

had no mechanism for examining next year's consequences

of this year's decisions.

am indebted to Alfred Pitt of the Congressional

Budget Office for his suggestions and guidance in this sec-

tion.

^U.S. Constitution, Article I, Section 8, cl. 12 and
Section g, cl. 7. The two other restrictions imposed by
the Constitution are these: (1) appropriations for the sup-

port of the Army shall not be for a longer term than 2

years and (2) a regular statement and account of the re-

ceipts and expenditures of all pubUc money shaU be pub-

lished from time to time.
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Table 3.-Income security (function 600) by major program, fiscal year 1979

Program
President's

request

Current services

Congressional

Budget

Office

President

Million dollars

Social Security (OASDI) BA 101,530 102,229 101,545
0 104,450 105,102

Ffideral Kmnlnvee Retirpmpnt BA 19,242 18,780 19,242
and Disability 0 12,164 12,125 12,164

Unemployment compensation BA 17,027 14,541 17,232

0 11,827 11,426 11,827

Pood StamtTi BA 5,779 5,597 5,779

0 5,748 5,949 5,748

food program BA 3,401 3,297 3,438

0 3,528 i,bli

Public Assistance (AFDC) BA 6,846 6,445 6,823

0 6,846 0,440 D,OZJ

Supplemental Security Income BA 5,715 6,069 5,715

0 5,555 D,U:>1 < ^ ^ ^

Housing assistance BA 25,594 34,646 25,078

0 4,410

Fuel Efficiency Tax Refund BA 1,333 NA NA
0 1,333 NA NA

Other programs BA 4,325 4,803 4,346

0 4,155 4,694 4,145

Total BA 190,855 196,407 189,168

0 160,024 160,017 159,181

BA = Budget authority.

O = Outlays.

NA = Not applicable.

Source : Congressional Budget Office. An Analysis of the President's Budgetary Proposals for

Fiscal Year 1979. Staff working paper, Jan. 1978.

The Congressional Budget and Impoundment Act of

1974 (Public Law 93-344) was the Congress' response to

the diagnosis of its own institutional failings. It estab-

hshed two new budget committees, one in the House and

one in the Senate, each responsible for carrying out the

mandates of the new act. After nearly 3 years, the Con-

gress has proved that it can meet the taut deadhnes

ordered by the 1974 legislation, can fix detailed and over-

all targets for revenues and spending, can stay within

targets or adjust them as needed, can establish an explicit

fiscal pohcy goal, and can shape its particular decisions

in the light of fiscal pohcy it has decided upon.

But the path has not been easy. The new process

asks—indeed, insists—that members of Congress do what

few mortals hke to do: confront the consequences of their

choices. It puts a sharp edge on those choices, when every

political instinct is to blur rather than define the edges.

Recently along with representatives of USDA, I con-

fronted members of the House Agriculture Committee

with estimates of food stamp outlays for fiscal year 1979.

The two estimates differ rather importantly, USDA's
budget figure being $5.7 biUion; the Congressional Budget

Office's (CBO), $5.9 bUUon. Rather than decide on one

figure to recommend to the House Budget Committee,

the Agriculture Committee decided on a range which in-

cluded the two figures. While I am as aware as anyone as

to the range of error in all estimates (and I think all re-

searchers should remind pohcymakers of their confidence
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USDA OUTLAYS
1970-1979 (Excluding Revolving Loan Funds)
$ BILLIONS
24

$ BILLIONS
24

1970 1971 1972 1973 1974 1975 1976

FISCAL YEARS

1977 1978 1979

CURRENT BUDGET
ESTIMATE ESTIMATE

intervals) unfortunately appropriations are not granted in

ranges. 1 am sure if allowed, many members of Congress

would prefer to vote on a range for the total Federal

budget. However, in forcing members to vote on the bud-
get as a whole-one figure-the new process denies them
the luxury of being for guns and against peanut butter in

schools and vice versa.

An important aspect of budget reform is the calendar
disciphne the Congress imposed on itself (table 4). After
the President transmits his budget, authorizing commit-
tees and spending committees (such as the Agriculture

Committees and the Agriculture Appropriation Subcom-
mittees) hold hearings, receive testimony and review the

President's request. On March 15, these committees com-
pleted and transmitted a report to their respective budget

committees with their recommendations for spending

levels as they relate to the President's request. As an ex-

ample, the President asked for a reduction of $130 mil-

Hon in the special milk program. The Senate Agriculture

Committee and the House Education and Labor Com-
mittee asked their budget committees to restore the

$130 million.

The Budget committees will also hear testimony, con-

sider the various committees' reports, and report out for

a vote in their respective chambers by April 1 5 the first

concurrent resolution for fiscal year 1979. Votes are

cast by functional level. One month later, by May 15, the

first budget resolution must be adopted by both Houses.

The May budget resolution contains more than budget

totals; it also fixes targets in the 19 functional cate-

gories—a certain amount for agriculture, for income sec-

urity, and so forth.
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Table 4.-Congressional Budget Process Timetable

Date Action

15th day after the Congress meets President submits his budget.

March 15 Congress and joint committees submit reports to budget

committees.

AprU 1 Congressional Budget Office submits report to budget

committees.

April 15 Budget committees report first concurrent resolution

on the budget to their respective Houses.

May 15 Committees report bUls and resolutions authorizing

new budget authority. Congress completes action on
first concurrent resolution on the budget.

7th day after Labor Day Congress completes action on bUls and resolutions

providing new budget authority and new spending

authority.

September 15 Congress completes action on second required concurrent

resolution on the budget.

September 25 Congress completes action on reconciliation bill or

resolution, or both, implementing second concurrent

resolution.

October 1 Fiscal year begins.

In the summer months, bills are enacted that fund the

activities of the Government for the new fiscal year. In

theory, at least, the appropriation for any function could

exceed the target fixed in May. However, except for the

farm bill of last summer, the May targets have been treated

as ceilings. One of the most significant challenges to the

farm bill on the Senate floor last year came from Senator

Muskie, Chairman of the Senate Budget Committee. He
offered amendments to set lower wheat target prices for

the 1977 crop and to cut back the loan and target levels

for the 1978 and later crops. The farm bill as reported by

the Senate Agriculture Committee clearly exceeded the

budget targets in the first concurrent resolution. Senator

Muskie's amendments were defeated, and revised figures

were developed for the second budget resolution (6).

The second budget resolution—confirming or revising

the figures adopted in May—must be passed by September

1 5 . The new fiscal year then begins October 1 . The second

budget resolution has a more formal "bite" than the first.

Subsequent spending bills that would cause the Federal

outlays to exceed totals fixed in the resolution, or taxing

proposals that would cut revenues below the resolution

are against the rules.

The September budget resolution is not inviolate. If

the economy unexpectedly changes so that the fiscal

policy adopted in September is no longer appropriate,

then the new process contemplates a third budget resolu-

tion—or more, if necessary—to adjust Federal fiscal

policy to the new circumstances.

Contributing to the reform nature of the new budget

process is the fact that proposed legislation, once reported

out of committee, must be reported to the floor with 5-

year cost estimates showing its impact if it were enacted.

These estimates are prepared by my colleagues and myself

at the Congressional Budget Office. Since the cost of a

specific bill will make up only a small fraction of the func-

tional category in which its authorization Ues, one' would

not, at first glance, think these cost estimates would be

significant. However, in a scorekeeping system at CBO all

bills are talUed by functional category, and the budget

staff (much to the chagrin of the staff and chairman of the

authorizing and spending committees) is famihar with

many of the Hne-item assumptions used to develop the

functional totals. This system and staff knowledge makes

each bill's cost estimate an important factor in whether it

is challenged in the Congress as "busting" (sic) the budget.

CBO does more than price out bills. It serves as the

legislative branch counterpart to the President's Council

of Economic Advisers, providing periodic and independent

economic forecasts, and as the analytical arm of the Con-

gress in budget matters. For many years, 0MB has devel-

oped budget options for the White House, and the budget

message transmitted each January reflected a host of

Presidential choices from among those options. Until CBO
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was created, the Congress had no means of its own to

describe and array in any organized sense the sets of op-

tions from which the President's budget recommenda-

tions were developed, nor any means to secure its own
analysis of budget alternatives. CBO now provides such a

means.

IMPACT OF BUDGET PROCESS ON FOOD
AND NUTRITION RESEARCH

The logical question now would be—so what? How
does any of this affect me, or affect the development of a

national food and nutrition policy?

Washington is a city of power struggles. Less than 5

years ago, the Congress was the "sick man" of the Federal

Government. For over 40 years, power had shifted down
Pennsylvania Avenue to the White House; the movement
accelerated rapidly under former President Nixon, who
essentially operated on his own in making budgets.

Now there is undeniably a feeling on Capitol Hill that

somehow the legislative branch is on the way to establish-

ing the Federal agenda instead of merely reacting in com-

paratively minor ways to a stronger executive branch. The
balance has been restored, and perhaps even swung in the

opposite direction. Since I am the first, last, and only con-

gressional staffer to speak at these seminars, I guess some

people at USDA would question my judgment as to the

role of the Congress in this area. I nevertheless feel that the

establishment of a food and nutrition policy will be shaped

equally, as well as concurrently, by both the Congress and

the executive branch.

THE EXPANSIONARY RESEARCH AGENDA

My own view is that the current congressional budget

reform is a remarkable and major improvement over the

old way of doing business. It is far better to fix fiscal

poHcy by choice rather than chance. Legislation decisions

on the funding of new human nutrition research or the

introduction of other food and nutrition programs wall be

better for having been made in the light of alternatives and

future costs. I beUeve that the new process will require,

in fact demand, a broader perspective of the relationship

between agriculture, food, and nutrition. It will move
policymaking in the direction of Kenneth Farrell's more
holistic, integral view of agriculture and pubHc pHcy (5).

In this respect I disagree with Ken Robinson's state-

ments before an earlier seminar, that the real impact on
food and nutrition policy will continue to come from the

traditional farm pohcymaking machinery (11). The new
budget process does not allow the old machinery to be so

dominant. Food and nutrition policy will be a subset of

a broader social welfare policy agenda that will attempt

to address needed social reform with limited resources.

Tradeoffs of program goals and objectives will clearly be

required, and no adversary, parochial interests can exist

between the U.S. Departments of Heahh, Education, and
Welfare; Treasury; Justice; and Agriculture—when so much
is at stake.

This new institutional arrangement will require

broader research, of the sort that economists have been

reluctant to engage in the past. Paraphrasing words of my
current boss (Alice M. Rivlin), agricultural economists

will have to put themselves back into the theoretical-

philosophical discussions of how food (income) ought to

be distributed. We will have to abandon the notion that

interpersonal comparisons of utility are not possible and

we will have to quit rejecting the commonsense assertion

that taking food (income) away from a glutton (rich man)
and giving it to a hungry (poor) man generally enhances

the total nutrition (welfare) of the society (10).

Because of the new budget process demand to view

programs and policies synergistically, greater demands

will be put on researchers to develop microsimulation

approaches to food and nutrition options. Policymakers

will ask specific questions directed at the decisionmaking

unit— the family or person level.

Questions will be raised as to the interactions of a

number of social welfare programs and their combined

effects on behavior and consumption patterns. Not-
how does a change in the food stamp law affect current

food stamp recipients-but more, how do changes in

social security, and Child Nutrition, and other income

transfer programs affect actual and potential food

stamp recipients? With all respect to Paul Nelson and

John Perrin, the new process will nofask what would

have happened in 1974 if we had cashed out food stamps

but what will happen in 1984(<§).

The new budget process requires us to think in a

dynamic as opposed to static mode. Not only how
changes in the school breakfast program increase nutri-

tional intake, but also, how they affect family life, be-

havior patterns, family stability, and all those other

things economists are so inclined to leave to God and

the sociologists. Dynamic models will be used more

and more longitudinal data sets will be developed.

The budget process is moving toward the concept

of multiyear budgeting. In evaluating options com-

peting for limited resources, it will become more im-

portant to determine their long run effects on the

budget. Do, for instance, increased expenditures on

prenatal and postnatal nutrition programs today (such

as WIC) translate into improved health and therefore

increased cognitive and learning skills later, resulting

in improved employment skills and less outlays for

public service employment or welfare payments in

the future? ^ We all need to bring more fully into the

discussion of costs of food and nutrition options

the theoretical works of human capital accumulation

in a lifecycle model.

This new food and nutrition research agenda will

require a greater effort in outreach research. Attempts

to expand food intervention programs through out-

reach will fail unless researchers take steps down the

See (5) for example.
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"slippery path" Professor Timmer spoke about—which
at the end is the most micro equity issue question with

perhaps the broadest philosophical overtones. Why do
people eat what they eat? The Household Food Con-

sumption surveys should be expanded, to make them
more timely, longitudinal, and able to be integrated

with other large micro-data surveys (such as the monthly
Current Population Surveys, the Survey of Income and
Education, and U.S. Health Examination Surveys).

Food consumption and nutrition adequacy are in-

fluenced by tastes, habit, mores, and economics. These
factors sometimes support one another and sometimes

are in conflict. We will always have to ask very basic

questions such as this. Can legislation or administrative

rulings alter consumption patterns in favor of agreed-on

nutrition objectives without infringing on some of the

most basic human freedoms?

More importantly, from the perspective of the de-

velopment of a national food and nutrition policy, can
we agree on what the nutritional objectives of the

country should be? As Don Paarlberg has stated:

With the ends in dispute, the economist has

difficulty indicating how to marshall the

means. He is like a tour director who is asked

to organize a trip, the destination of which
is in doubt. The economist cannot chart a

course which simultaneously moves us in sup-

port of all worthy objectives (9).

Finally, under this new food and nutrition research

agenda, a broad review of in-kind nutrition benefits

should be undertaken. Given the propensity for most
researchers-including Mr. Nathan-to argue for "cashing-

out" the food stamp program "sometime" (7), I probably
am still pursuing an elusive goal.

The proponents of cashing out food stamps do not

usually talk about nutrition, but about all the problems
of the current welfare system. No effective national eval-

uation has been made of the impact the program has had
on the nutritional well-being of its target population.

The Congress will not cash out food stamps for some
time. Even if the administration's welfare reform pro-

posal were to pass, 1981 would be the earliest before

food stamps would depart from the scene. In fact, other

welfare reform proposals, such as the one introduced by
Congressman Ulhnan (H.R. 1071 1), expand the targeted

consumption role of food stamps for low-income
families

Unless new evidence is forthcoming, I think the Con-
gress will seriously consider cashing out food stamps,

and incorporating the benefits into expanded AFDC-un-
employed fathers program, maybe at the time of the cur-

rent program's reauthorization in fiscal year 1982. At
the time, the question before us will be what impact the

elimination of the purchase requirement had on the im-

provement of participants' diets? After all, in some cir-

cles, this was one of the major selling factors for the

proposal. Will you be prepared to answer?

Research groups within the executive branch, USDA
and university organizations should begin immediately

to plan a comprehensive study. Time appears to be on

your side; regulations for the new program are yet to be

published. I believe this should not be a simple 24-hour

dietary recall study. It should be broad and national,

performed by an interdiscipUnary team of nutritionists,

members of 'che medical profession, and economists.

Whether or not food stamps are "cashed out,"

policymakers—prodded by the economics profession-

will continue to raise the question as to the utility and

efficiency of in-kind (nutritional) benefits. All in-kind

benefits should be analyzed from the perspective of the

interpersonal utility functions of donors and recipients

{4, 1). Most past studies have looked only at the utihty

of the recipients. While cash out would maximize the

recipient's total utility, what happens to that of the

taxpayer? I believe the taxpayers' attitudes toward as-

sistance are best described by the familiar proverb:

"Give a person a fish and he has food for one meal;

teach him to fish and he can get food for a lifetime."

While self-help educational programs are probably

better than in-kind assistance programs, it is giving the

person the money to buy the fish that bothers a number

of taxpayers.

The elimination of food stamps would be only the

beginning of a series of issues which could lead toward

the elimination of most chUd nutrition programs and

the provision of block grant monies to States and

localities. Such a move could result in such progams

losing their identity and becoming an integral part of

the broader Federal, State, and local school financing

system.

CONCLUSION
While I cannot pretend that an expanded food and

nutrition research agenda is the sole result of the new
budget process, I do believe the process has had some

small impact. In truth, it probably simply reflects a

more general attitude prevalent throughout the country,

one of accountability. Government programs (including

a number on nutrition intervention) have expanded

rapidly since the late sixties, and people want to know
the dividends from these investments. New and needed

food and nutrition programs will have a harder time

wanning funding support in the years to come. This fact

will challenge researchers and food policymakers to out-

line carefully food and nutrition objectives and alterna-

tive mechanisms for reaching them.
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