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) Food stamps were originally conceived in thg.1930s as an adjunct of
{ agncnllura] programs designed jo-raise the prices of farm commodi-
wties. “In’ thal endeavor, these aclivities” may have been all too
» successful. :
By mow we have had more than a decade of experiencé with the
new food stamp program that was mshtuled in the early 1960s,
_ Ih this study, Professor Clarkson surveys that experience te see

jectives—improvement of nutrition among the poor and supp]emen-

tation of the income of poor farmers. He finds that it is not.¢
. Perhaps we should not be surprised af these findings. As to the
\ first of these objectives, there is nothing inhérent in the food stamp
program that requires, 0Or even encourages, the pu‘rchase of nutritious
foods. Since Food stamps are nothing more than.an income supple;
ment, with the recxplenl required only to spend the supplement on
food products, no improvement in nutrition necessarlly results.
Recipients may us¢ the stamps to purchase expensive foods that are
. no more nutritious than the cheaper foods they would have bought
with a lower food budget. Steak is no more nourishing than pot
roast. Canned vegetables are ho mere nutritious than fresh. Pre-
paredsTV dinners or frozen, breaded, precooked chicken may be less
healthful than a vegetable-chicken_stew.” Artd the substitution of
soft drinks and snack foods for milk and vegetables, which common
gossip_insists I%ODC use made of food stamps by some families (and
which was’ found by studies of food stamp recipients ta have

* occurred in some grpups),' is a positive disservice to children.
The incidence of malnutrition in families well above the poverty
line should have warned us that income supplementation in the form

whether the program is serving well either of its two primary ob-
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" impréved the nutritional adequacy of diets. These studies point to .

",;, g

of food stamps (or cash) would not autonmtmally ohmmato mal-
nutrition among the poor. What is ironic is that the average expendi-
ture for the purchase of food stamps is more than adequate to cover
the cost of a balanced. although perhaps monetonous, diet. .Only a
minority of low-income famlhes had poor diets before foodt stamps
were provided.® It would seem. then. that except for the poorest of
the poor little more could have been expected from the provision of
.food stamps than decreased monotony and increased convenience
. through the purchaso of packaged “maid Sefvice.””

S¢me studies have concluded that the food stamp program has

the fact that famlhes _receiving food stamps have better diets than

families in the same income categories who do not elect to go into

the program The sel-selection factor that goxerns program par-
. licipation suggests that this comparison does not substantiate the

efficacy of the program. Those who choose not to participate are

likely to be those who choose to spend less on food than the amounts

that would have'been required to purchase food  stamps.* Apparently

they~find the sacrifice of other products not .worth the additional

expenditure on food stamps despite the bonuses offeted in free food

stamps They h(ne poor diets, then, because they prefer other items

lo the additional food the program would provide. Food stamps are

‘mo, ¢ likely to be used by those who already have adequate diets

who join the program to obtain the ‘subsidy. Their better diet

not the result of food stamps, .

The occasional, heartbreaking (but never .confirmed) rfews re- v

port of some aged person subsisting on dog food is hardly supports

for the scale and level at which the food stamp program now operates.

It is not necessary to provide food stamps to families of four with

udjusted incomes as high as $7,000 a year {in some cases over

$10.000 a year before allowed deductions) it order to provide for .

such persons. And in the case of strikers, we are providing food

stamps to peoplc with annual incomes, well in excess of $7,000—

even in the 30(1r in which-they receive food stamps. The average

family receiving food stamps in.1973 consisted of 3.2 persons with™ Q—

an average income of $4, 200~vyell above the poverty ling (and it

should be noted that the aterage-income measure does not include

in-kind income sMhrs subsidized housing, " free school lunches,

Medicaid and Medicare, day care, and so on). y

Food stamps net only fail to ehmmate malnutrition among the-

poor (in the absence of counseling on what constitutes’ a.healthful
* dict and on the value “of good nutrition), but t}xey also fail to

-supplement income effigiently. Professor Clarkson finds that our

i




Al

) government spends in excess of $1.09 to provide ‘Sl 00 in bonus food
. stamps that have a value to thelr recipients of only 82 cents. In other
words, the average recipjent would, trade>his bonus food stamps_ N
'~ worth $1.00 in food prMS& gents in cash or pther goodd )
and think he was ‘better off. Indted, some recipients would think
théy “‘were better off if they received 50 cents in cash instead of
. $180’s worth of additional foed, judging by’ the fact that they sell
" their bonys stamps. llegally, for less than 50 cents on ‘the dollar.
"~ 7 777 According to a recent Department of Agriculture study. about
50 percent of' the bonus stamps provided are not used to purchase
additional og more nutritious food (or even packaged “maid ser- -, -
vice”)* Rather than adding to the quality of the diet of stamp-
recipients, they dimply replace cash expenditures formerly made
for food. A portnon of the bonus stamps is really a cash snpplement
‘ smugOIed into this program in thé guise of providing a more adequate
| diet. Since a plethora of cash supplement programs already exists,
_( there is no case for one rhore,” If anything, thtS’e\rs a need to reduce, L
the iumber.* This suggests tﬁe adwsabnr} af one immediate reform:
v to increase'the ‘cash price 'of any given quantity of food stdmps in
ordvr to eliminate the “cash supplement” component.
"I we wnsh to supplement income, cash grants would Be less
' " rostly to taxpayors than food stamps and less wasteful of resources.
Srraller amounts of cash would increase welfare more than the larger
~amounts spent on the food stamp program. To meet the -needs of
the poor, we should place our reliance upon axxstnng income-
* supplement ‘programs rather than resorting to.an ip-kind irnicome '
- supp(ement program -that is inefficient and that compounds the
g drsmrentlw effects o other. -programs.*. - :
. As to the second objective of the food stamp program,-supple-
mentation of the income of poot farmers, food stamps fail .as
miserably here as they do in eliminating malnutrition. The majority, .
of the food dollar spent at. retail {62 pefcent)-goes to transportatlon,
processmg. and wholesale and retail handling. -The majority, of the
dollar spent by the federal government to supplement -tHe food
‘budgets of the poor’goes for admmlstratlon and for the senvices o
the food proressxng and transportatnon industries. . Little' of that
dollar gets to farmers—and that which does beneﬁts mainly thpge
farmers -who are already vséell off. As-a devn(ce to benefit , bgor
farmers,. food stamp outlays fnust be one, of the most notom us
failures among all federal programs .

does not examine the impact of the program on the amou t of.( .
income that worklng remplents of food stamps choose to earn
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Other analysts have found that recipients of food stamps with some

wage income choose to work fewer hours when food stamps” are

available. The decrease in income Trom work is ‘roughly equal to
the subsidy so that the two cancel out and there is no net gain in
income. This suggests that offering food stamps [to the working
poor] results. in no nét gain, except in m(.reased lelsure, for the

participants. o *

Yale Brozen
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In the early ]930s a time when udfemployment and poverty were
spreading, the spectacle pf lrttle/ﬁxg/s being krl}ed and crops being._
plowed under in the attempt to raise farm prices led to public outcry.
A second approac’h’ government purchase and accumulation of

“surpluses,” ‘;ee}ne(l no better, because the government-held stocks
Jhreatened to, overwhelm available stgrage facilities and spoilage
made the program an expensive method of destruction.

In an effort to make use of these government stocks witho'ut,\
depressing prices, the distribytion of surplus commodities through
"private and state welfare agencies was begun. In 1932 a congres-
sional resolution transferred 40 million bushels of gowernment wheat '
to the Red Cross for the use of the needy.! And from 1933 through
'1935, the Federal Surplus Relief Corporation distributed commodities
acquired under Section 12(b) of the 1933 Agricultural Adjustment
Act (P.L. 73-10) to state welfare agencies.? Giveaway programs to
foreign lands, later formalized under Public f.aw 480, followsd.

In 1939, the first food stamp plan was instituted. This plan,.”
whith_involved stamps valid only for the purchase of designated
surp}us commodities, became a casualty bf the wartime food shortage
. in 1943. In 1961 a pilot. food stamp program was undertaken in

“distresged areas'—eight of them—where there was substantial

unemployment 'many families with low incomes, and high partici- .

pation in the federally donated pommodmes program. This program,

Wthh permitted recrprents to purchase all domestically* produced

e A
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foods: was formalized and “eligibility extended to all states 1n the
_‘/ Food Stamp Act of 1964. :

k In addition the federal food assistance effort includes special
programs designed to reach specific nutrition problems. The two
maitPexamples are the Child Nutnitiorf Act of 1966 and the National
Sehool Lunch Act of 1970. e 4

‘ Although the ‘earlier f0od assistance. programs were nstitated

for the announced purpose of improving nutrition. their main impetus .

“and support came from the agrigultural sector. Writing in 1963.

i Don Paarlberg pointed out that food program legislation was gener-

ated in the agricultural committees of the Congress rather than in

the committees concerned with health and welfare:_1t was the agri-

caltural budget. he noted. that carried the cost of subsidized food

‘consumption ‘ In food legislation and administrative actions since

1963, more attention has been given to the objectives of nutrition.*

Part of the change in policy can probably be attributed to increased

(relative) incomes in dgriculture and in the food trdystry in recent - -

N v vears” X '

Whether existing food assistance programs can eliminate mal-

~ nutrition is a hard questien to answer. While poverty. hunger, and

. malnutrition have decreased since the 1930s. the decrease has appatr-
ently cBme to a halt in the last five years despite a fourfold increase
in federal food assistance programs in this period.” Mpre impor- -
tantly. these programs also fail to reach most of .those entitled to
federal food assistance. In over one-third of the nation's counties.

, . less than 34 percent of those who are eligible participate in some . 3, )
federal food progrim.’ : R .

»  With the dishppearance of “excessive” food production in the

) last three years, wth the growing belief that food stocks would be

T inadequate to'cope with_crop failures in"various parts of the world,

and with the unts rtainties about how to reduce malnutrition, it would

seem tat a major reason for the provision of income supplements 1n

a form limiting them to the purchase of food may have disappeared. .

Some recognition of this surfaced in.the Social Security Amend-

ments of 1972, Thefe amendments replaced the federal 'state cash

programs’ that. together with supplementary - federal foqd stamps.

had supported the elderly. the blind, and the disabled." The new

programi for these groups. Supplemental Security ‘]‘ncome. provided”

for larger cash payments partially financed by the federal govern-

ment and. eliminated food stamp supplements as of January 1974.
In the light of all this. it may be asked whether food assistance

programs serve their objectives. Can malnutrition be solved by food.

supplements or cash allowances? \What are the benefits to recipients?

.
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Do eligibility requirements permit participation by the needy an
exclude higher income households? Why 1s participation 1n fooi
. assistance programs as low as it is? Are better nutrition programs
available? s .

This study seeks tosanswer these questions by investigating
the economics of food stamps—the country's major fpod assistance
program. This program has grown from $251 millio#t in fiscal vear

. 1969 to S+ bullion (estimated) in fiscal vear 1976. far outstripping the
pace of inflation and tending to focus inflation on-the food com-
ponent of the price index Chapter I examines the de\\e}opment of ’
existing food stamp policy under the Food Stamp Act of 1964 and
subsequent amendments. Chapter I analyzes the economic costs of
“the food stamp program. taking into account the direct and indirect
costs of both federal and nonfederal food stamp organizations.
Ghapter 111 looks at the total benefits from the program, focusing
particularly un the estimated relative gains to eligible recipients and
the difficulty of determining program benefits. Chapter IV discusses
alternative solutions to the problem of malnutsition and suggests
possible remedies. The final chapter gives the major conclusions
and recommendations of the study.
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CHAPTER 1

DEVELOPMENT OF
FOOD STAMP POLICY

i

<

Changes in the structure of U.S. federal food assistance programs
have closely paralleled changes in the relative strength of two
. powerful intersst groups, farmers and welfare recipients, inasmuch
as the structure -of these programs determines the distribution of
benefits to these groups and to other parhmpants in the programs.
As political power has moved from the midwestern and southern
rural congressmen who represent farming interests to the porthern
and eastern urban congressmen who represent welfa;;e&oerests

the primary gdins from the program have shifted from farmers to
welfare recipients.’ ‘Sometimes thke conflict between farmers and
. elfare recipients becomes quite explicit, as it did in the testimony
of Representative Leonor Sullivan [D-Missouri} hefore the House
Agriculture. Committee in 1968:

If we have to have another ﬁght let's have it! But let's ,
make it clear what the issue is going {o be: if you won't

let us use'this method to assure adequate diets for all needy
Americans whérever they live. \hen many of us from urban
areas are simply going to withhold our votes on farm legis-
lation until we make another deal\'"

The enabling legislation for existing food assistance programs reflects
these competing interests. Thus the statement of purpose of the
Food Stamp Act of 1964 begms as follows:

An Act to strengthen the agricultural economy: to help
achieve a fuller and more effective use of food abundances;

" to prov ideaprox bd ltvels of nutrition among economi-

cally needf households through a cooperative Federal-State
program o assistance m\\bf o)aerated through normal

channels of trade:.

/
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Early Food Stamp Progfams

The first federal food stamp plan grew out of disenchanfment with
the surplus foud distribution program. It began as an experiment
i early 1939 and tutal participation reached approximately f:%ﬂﬁ:m
persons in 1941, with vver half the nation’s counties involved.* The
1939 plan was designed to increase food expenditures among partici-
pating families through the use of general and specific-purchase
food stamps Under the plan. each participating family would. buy
general food stamps (orange stamps) in amounts appraximately
equal to its nofnal food expenditure as determined by a national
average These stamps could be used to acquire any food. item.
In addition. cach family was given specific-purchase food stamps
(blue stamps) equal to half the total amount of orange stamps pur-
chased Blug stampsscould be used only to purchase foods desig-
nated as surplus cach month by the secretary of agriculture, Approxi-

mately thirty food commodities—including butter, cereal products..

pofatoes, dry beans. fresh vegetables. fresh and drlgd fruits, and
pork meat products—were included on one \or more of the monthly
blue stamp lists Participants were certified by relief agencies and
were limited to individuals and families who were on some form
of public assistance and who prepared ‘meals at home.

The multiple objectives of the 1939 food stamp plan were given

in official program descriptions:

It broadens' the market for food products. thus helpmg the/
farmer.

It provides more adequate diets for needy families, thus
helping the consumer and building up our national health-
defenses. L ey B ot a

It moves all surplus commodities through the regular chan-
nels of trade, thus helping business.® .

While these objectives were partially met. several important prob-
lems plagued the plan throughout its operation.® First, many poor
families were ineligible because they were not receiving some form
of public assistance +Second, those who were eligible for the plan
often found the minimum purchase requirements too, expensive (that
is. larger than their normal food expenditures). Third. nonfood items
werr sometimes exchanged for stamps and many nonsurplus foods

were purchased with the blue (surplus food) stamps. These and other -

nulahons accounted fot over 25°pertent of expenditures under this
"_program.”’ Finally. participants could reduce the intended demand-
mcrcasmg'lmpact»of the blue stamps by not using the orange stamps

ta purchase surplus food. In other words. surplus foods purchased
‘t . - v L“.
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with the blue stamps replaced food that would otherwise have been
purchased, so that there was lit\}g increase in the total purcha
of the surplus items. These probl@ms, coupled with reduced unem
ployment and increased demand for U.S. food during World War II,
contributed to the program’s termination in 1943.

From 1943 to 1964, bills providing for a new food stamp program
were introduced into every session of the Congress.* Until 1961,
however, surplus commodity distribution contmued to be the primary
federal food assistance program. In January 1961 the President
directed that governmental programs distributing surplus food to
needy families be expanded.”.and he instructed the secretary of
agrirulture to establish pilot food stamp programs for needy fami-
lies ™ The authorization for the pilot food stamp programs, like that
for the 1939+1943 food stamp plan, was Section 32 of Public Law
74-320, Pilot projects were lmtlated in eight test areas and covered
approximately 138,000 pérsons.” The program was subsequently

extended to thirty-five additional areas. bringing total participation.

in the pilot food stamp pro;ects to 386,255 persons as of February
1964.1! .
Under the pilot program, certified families exchanged normal
food expenditures (determined by a national average) for food
coupons of a higher monetary value. For each $6 of normal food
expenditures the family received’approximately $10 in food coupons.
The $4 difference was the federal contribution.™ Participating fami-
lies \\erw to use their food stamps at most stores and for
most available Toods. Purchases in nonapproved stores and pur-
chases of certain imported fx ere prohibited. Retailers redeemed

. the coupons through the fa g of the commercial banking system.
& v <

-
.

The 1964 Food 8amp Actind Amendments
R

Prshmmar\ resitt& of the 196

increased food pur(,hases and,ithp

lies. Thesc results provided favdrable evidence for supporters of

the food stamp concept and contributed to the passage of the Food

ilot foed stamp project showed

Stamp Act of 1964. The conditions of the pilot pf"o;ect were not

fully duplicated in the full scale program, however, and this may
account for the latter's dls:m*)omtmg results. In the pilot projects
an educational effort helped.participants use their. added fopd pur-

. chasing power to provide a more nutritious diet. Diligent &nforge- -

ment of regulations prevented - many violations, such as \sellifg
coupond for cash. Also, the scale of subsidy in the pilot progranys
av craged less than 60 percent of direct outlays bringing into playja

bved diets for participating fami-




" self-selection process which weeded out those tvho did not feel
any need for additional food. ' )

With the recent rise in the average subsidy to 120 percent of
direct outlays. a larger portion of eligible families is now partici-
pating in the program, even though the subsidy is of little value to
many of the new, participants except for illegal uses. Yet, despite |
this extraordinarily large subsidy. bonus food stamps evidently still
have zero value (or a value that is less than the trouble of applying) 1
to more than half of the families eligible to receive them (Table 10).
It may be noted that this also held true for the relatively needier
groups allowed to participate in the 1961 pilot programs: only half
of those who had been receiving free food from dirsct donation of
agricultur;l surpluses elected to join the pilot food stamp plan,

]

-

although d1l were eligible andiall.were carefully informed of their.
eligibility.? = - 1
As was the casefwith previous food assistance legislation, pas-

. sage of the 1964 act vfas delayéﬁ untila compromise.cquld be worked
out between agricultgral and welfare interest groups. The President's
1963 farm legislatioh package included a food stamp bill, but the
bill was tabled in the Agriculture Committee of the House of Repre-

+ sentatives. The 19¢4 bill was not reported unt}l "Northern Demo-
crats on the Housp Rules Committee fade it kno@wn they were
holding up a tobacfo bill pending fa\orable attion on a feod stamp
bill.” 1\
Under the propisions of the Food Stamp Act of 1964 the initia- |

tive for the establishment of a food stamp program A.n any local
political jurisdiction must come from the agency authorized to
administer public fassistance programs in that jurisdiction.”” Accep-
tance or rejectiog of proposed food stamp plans is made by the
secretary of agrifulture, Until thé 1971 amendments {o the act.
food stamp programs could not be operated simultaneously with .
wmmodxf\ distrfbution programs in any jurisdiction, except under
emergenty sxlua ions (determined by the_secretary of agnculture]
Also, program ‘efigibility was limited to households that partxupated

in public assistafice programs or that fell below the maximum income

; and asset eligifjlity standards used by the state in administering
federal public gssistance. In 1966 these state eligibility -standards
variedConsider bly. as may be seen in Table 1, Households desiring
to part!cnpateiou]d appl\ to the local welfare agency that deter-

mined eligibili

-

Moreovery program parh ‘pants were reqmred to parchase food
coupons for ap amount equal to the household's monthly expendi-

\

|

|

\

\

; |

tures for fomf Thése food _coupons would be_exchanged for food l
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Table 1 . N ;
- ' FOOD STAMP PROGRAM: T .
ELIGIBILITY STANDARDS FOR NONASSISTANCE HOUSEHOLDS, 19662 -
o t
Monthly Allowable income, by Household Size 2ot
' . ~ For each additional Resources— '
State < 1. 27 i, -4 5 6 7 8 9 10 person Allowable Liquid-Assetsb
Alaskab $125 $185 $250 $315 $370 $430 $475 $520 $565 $610  $45 Same asfor publi¢ assnstance S
. Alabamad 100 120 145 175 205, 235 265 295 325 350 $30 4 times monthly scale.
Arkansasd 85 170 180 190 200 210 220 235 250 265 $15to maximum of $325 1—$200; 2 or more—S$400.¢
Californiad 160 190 225 283 .335 393 438 483 521 565 $40 . 1—$1,000; 2 or more—S1 500.. *
Coloradod 100 150 185 220 255 290 325 j¥€360 395 420 None 1, 2, 3—$1,000; add $250
- . 1 each to maximum of - '
. ‘ . J $2,000.c e
! Connecticute 140 185 235 280 335 365 395' 420 445 470 $25 ) 1—$1,000; 2 or f ore—8$1,500. .
District of Columbiad 107 153 198 226 254 283 311 339 367 396 $25 1—$1,000; 2 of more—S$1,500.
Georgiad 80 130 175 195 225 245 260 275 290 300 $30to maximum of $330 1—$800; 2 0/ more-—$1,600.
Hawaiid . 120 180 210 250 285 325 '370_ 415 455 4,95. $40 1—8$1,000; 2/or more-~-$1,500.
lthnois 139 182 212 259 299 437 375 414 451 490 $25 1-—8400; 2 pr more—$600.
indiana 125 160 190 220 250 /280 ;310 ~340 370 400 $25 3 times monthly scale.
lowa ¥ 130 200 250 295 330. 370 405 455 490 540 $35 1—8750; 2—$900; 3——-$1,000;
; ¢ . 4-—3$1,1Q0; 5—$1 ,200;
. / ' . : 6—$1.300; 7—$1.400;
' ; - ‘ 8—$1,500; 9, 10 and &
. | . —$1,550.A, !
Kansas : VO ITUR U 7 f')/ ; (‘) n M O~ 1—8750; 29Lmore—$1’2/50€
Kentuckyd ‘?0 125 [145 165 - 190 210 ‘220 '230 240" 250 519‘ 4}2?m6n§ ly scale. ~
? . « Louisianad _ 80 105 [125 150 }}fé 190 210 230 250 275 $20 A Q8; ore—$1
- Maine 130 161 /191 ’217 239} 260 282 304 316 321  11--$325; 85 1—51 -2-ormiore—S$1, 200 .
., Maryland 90 125150 175..290 *230 250 270 290 310" $20 - 1—$1,000; 2 or more—$1,500. ~ &
'»-\ Michigan 125 185 225 26; 295 330 865 400 435 470 835 - «1-—8750; 2to 5—%1,000; .
- o - -~ - . L Gandov?r—add $100each. -- =~
11 ’ : R . , : . Kl
Q : . ' ) '
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Table 1 (continued)
- - ( f e M‘
Monthly ‘Allowable income, by Household Size *
: e For each additional « Résources—
7 State | 1 2 3 4 5 6 7 8 % 10 person Allowable Liquid Assetsc
-~ ‘g ~ .
Minnesota $135 $205 $250 $290 $335 $370 $390 $425 $460 $495 $30 1—$750; 2 or more—$1,000°
Mississippie 8 130 155 180 210 230 250 270 290 ° 310 $15 1—$500; 2 or more—$800.
Missourid 140 190 230 270 310 350 390 430 -470 510 $40 1—$750; 2—$1,000; _
. . - 3—$1,250; 4 or more—
: - ) ) . . $1,500.
Montanad 125 183 212 253 2%0 ,'_318 353 388 413 438 '$25 . . 1—8$1,000; 2 ormore—$1,500..
Nebraska 120 180 230 270 305 335 360 385 410 435 $25 1--$750; 2 or more—$1,500.
New Jersey 150 200 250 290 330 360 390 430 460 , 500 $40 1—$1,000; 2 or more—$1,500.
New Mexicod « 110 150 170 190 210 230 250 270 290 310 $20 Cashs 1-—8100 2 or more
—$150.¢c
New York . . 750 210 200 325 365 405 445 485 525 565 $40 . i 3 limes maximum allowable
. . income.c
North Carolinad 85 110 125 140 155 170 185 195 205 215  $5to maximum of $240 1—~$500; 2—$700; add $50 .
X . each to maximum of $800.
oFth-Dako 260 295 330 365 385 415 440 460 $25 _$1,000 per household.
Ohio 110 180 220 260 290 320 355 385 415 445 8{30 : ~$500 per household.
* Oregon 128 193 221 258 288 328 357 386 411 426 $25 v 1 asdull-SSOO 2or more—
- : . 1,000
Pennsylvania 110 170 205 245 280 315 350 390. 425 460 $30 1—$1,000; 2 or more—$1,500..
Rhod’e Island * ;110 150. 180 215 255 290 320° 345 370 395. $25 - $1,000; 2 or more—$1,500,
South Carolina¢ 70 90 105 "115. 125 135 145 155 165 175  $5to maximum of $185 4 times monthly scale.
Tennessee* ™ - 95 13'0( 165 200. I240 275 315 350 385 420 None 1--~$500; 2 or more—$1,000.
Texas ¢ -, ‘100 150 170" 1907 210 230 250 270 290- 310 $15 1—$300; 2—$450; add $50
. ) . . ’ per-person to maxnmum
N ‘ . . ‘ ¢ of $600;c -
Utah - . 104 154 184 205 235 255° 284 298316 329 $13 1—$400; 2 or more-$800.¢ _
Vermont 122 "180° 209 238 275 309 345 374 407 439 $30 . 1—$1,000; 2 or more—$1,500.
] B '
20
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Virginia 90 115 135 150 165 180 195 210 225 $5 . 1—3$500; 2—$600; 3 o more' |
. . ‘ . y ' Z-add $50 each to \ |
‘ ‘ - . maximum-of $1,000.¢ .
Washington 136 172 212 242 271 297 . 529 360 390 420 $30 1—8336 2—3572 3—-$612
, : , , . '4-—$462; 5—-3671
- . $697; 7—$729; 8—$760;
; over 8—add $30 each.
West Virginia 80 115 135 155 170 185 200 200 200 200 None ' 1—%$1,000; 2 or more—$1,500.
Wisconsin 115 170 205 240 270 320 350 380 410 440 $30 1—$500;.2—$750; add $1 00
. . ' . . ) * each additional. .
Wyoming 130 180 225° 280 310 340 370 415 460 500 None [ -$1,000.per household.c a

8 This table lists standards in state plans approved as of July 15, 1966.
b Rent up to maximum of $75 is also allowed. .
¢ The states indicated also have limitations on other resources such as real estate, automobiles. etc.

d For households containing both public assistance recipients and nonrecipients, eligibility is based on the income and resources of the
" nonassistance members.only. Other states base eligibility on the total income and resources of all members. ” ' \

® Applied to both public assistance and nonpublic’ asslstance households
f Household eligible if a budget deficit exists.

Source: U.S. Congress, House of Representatives, Commmee on Agriculture, Hear:ngs on Extend the Food Stamp Act of 1964 and
Amend the Child Nutrition Act of 1966, 90th Congress, 1st session, Margh 15 and 16, 1967, pp. 31—32
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stamps with a dollar value sufficient to enable participants "more
nearly' to obtain a low-cost nutritionally adequate diet.” ' Partici-
pating households could designate an authorized member to purchase
monthly stamp allotments. Food stamps could be used at any

approved retail food store for any food or food product except ‘alco- v

holic beverages, tobacco, imported packaged foods, and impprted
meats or meat products. Retailers would redeem the stamps, at a
local bank or use them to pay accounts with approved food whole-
salers. - ] . . . )

_ The Food Stamp Act has been amended many times, most
importantly 1n 1971, 1973 and 1974."" The 1971 amendments (Public
Law 91-671) ‘made important administrative changes and generally
increased the benefits for participating households. Uniform income ~
and resource eligibility standards were imposed, work registration
requirements for able-bodied adults were instituted, and"households,
that moved-to’a new political jurisdiction could maintain eligibility

permitted to purchase one-fourth, one-half, or three-fourths of their

" monthly stamp allotment. Moreover, for most participating house-
holds, monthly purchase requirements were lowered to a level not
to exceed 30 percent of income, arid sometimes to zero for the lowést-

v inrome households. The 1971°amendments_ also allowed some elderly
participaiits to purchase mre‘ys prepared and delivered to their homes
by governmental and norprofit organizations. Persons on ather
Ppublic assistance programs could request that the monthly purchase .

for sixty days followjing their move. Participating -families were - - -

.

>

be automatically’ deducted from their welfare checks and could - .\1

have the food coupons mailed to their homre. Participating jurisdic-
tions were required to “adwertise” and to_engage in other "outreach
activities” to increase participation among the eligible poor. States .

©* were no longer prohibited from simultanedus, distribution of food

" alcoholics in rehabilitation’ programs may now

stamps and surplus comfnodities in any single polifical jurisdiction.
Table 2 summarizes these and other key changes contained in P,ubzic
Law 91-671. ’ : c

The 1973 amendments {Public_Law 93-86) required a';n(\qtionwidé- ’%Z/

expansion of the food stamp program by July 1974,-dnless a sta %
could demonstrate that the participation of a pamiﬁﬁ@M
. that state would be impracticable. The amendme j_alsO required /\ q

that the co?j')‘on allotment be adjusted semiannually {o reflect chang€s,
in food prices as reported by the Bureau of Labor Statistie
Department of Libor. Eligible participants who are d

purchase meals, from authorized nofiprai;
-, e ST ) ‘ -




Z o ) Table 2 o7
COMPARISON OF MAJOR PROVISIONS OF
PUBLIC LAW 91-671 AND PUBLIC LAW 88-525

Item Pubhc Law 88-525 Public Law 91-671

Pohcy ofprogram . Raises levels of nutrition Permits low-income house- :
among low-income house- holds to purchase a nutrition-

holds. ally adequate diet.
Territonal 50 stdtes only and District Includes Puerto Rico, Guam,
coverage of Columba. and the Virgin islands.
Individual Group of related or non- Extends program to persons
coverage related 1ﬁwlduals living as  over 60 years of age who do .
one: economic unit sharing not live In institutions or a .

cooking facilities and for boarding house. Excludes com-,
whom food 1s customarlly munal families of unrelated in-
purchased in common. Not diwiduails. :
. residents of institutions or -
boarding houses.
Product coverage * Any food or food product Expands program to mc1ude .
- except a(coholic beverages. meals prepared by nonprofit
tobacco, imported pack- institutions and purchased by
- - aged foods, and imported persons over 60 years of age . -

@ meats or meat products. if meals are delivered to their
. . . homes. ‘
Store coverage Establishment of house-to- Expands program to 'inciude
R house trade route that sells political subdivisions and pri-
s . ) food to households for vate nonprofit institutions
’ home consumption. which, prepare and deliver

meals to persons 60 years of B

age or older. SRS, S el

Income eligibiiity States set standard on maxi-  Secretary_ oLAgncUllurﬁmes-
- - mum income, must be con-  tablish Uniform standards in
sistent with income standard— consultation with HEW. House-

used by state in_owr wei- holds containing an 18-year- . A
fare pmﬁmf; . old who is taken as a tax :
b dependent by another house-
- — hold are ingligible. Secfetary .
. . . . ,directed to establish separate
A , standards for Puerto .Rico,
v . s Guam, ang the Virgin Islands
, Resource , State agency to determine. Secretary to consider both
limitation on . liquid and nonliquid assets in
eligibility ) R 'establishing eligibility criteria.
Method of General procedure used in Householfds containing able-
, certification public assistapce programs; /bodled rsons between 18
T . use of state merit-system “and 65 xcept mothers or
- T4 .- personnel used in cefttifica-  stullents) who refuse to regis-
. tion. . ter for or atgept- employment
’ ’ ‘ (struck plants\excepted) shali
e ) . ) - be ineligible for stamps.
, Chalienge to No specific provision. State agency to gdant fair hear-
) certification ing and prompt détermination
- - to any aggrieved household
. ‘f o - affected in participation.
| Penalties Qrimmal offense to know- Extends criminal provision to
| ingly acquire. codupons n include illegal possession or
- ! najithorized manner. use of “authorization to pur-
/ chase’” cards; authorizes pur-
. b, , chase of,stamps for enforcet
e 4" ment-plrposes:. .
’ / ~ .. ) N . ’ g lv - ) 7 . ) t
I : 23 U
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Item

'Placp ot coupon
1Issuance

> 4

Frequency,of =«
coupon
1ssuance

Method of coupon
purchase

//‘
-

-
Price of coupons

e e %

Table 2

— N

T

{continued) —

Pubhc Law 88-525

Public Law 91- 671

State agency responsible
for making ‘issuange ar-
rangements may delegate
to other agencies of local
governmental units.

No specific provision. De-
partment regulation réquires
at least semi-monthly ssy-
ance for households that re-
cewve income on weekty or
semi-monthly basis.

Transfer for cash.
s A 5

Amount equivalent to house
hold’s normal 'gxpenditure,

. e ‘ for food -
- - - e - - -
e p ’
. — e ©
PR U
i Tdétal value of Such amount as will pro-
coupons vide household with an op-
o R portunity more nearly to ob-
— - tain a low-cost nutritionally
\ adequate diet. ‘<
Federal Secretary of agriculture -
administrative ) 4 .
~ responsibility |

- . . State-and jocal
- administrative
. responsibility
« ‘Payment of

administrative
"4/ costs

Simultaneous
' , commodity
. distribution and
food stamp
issuance

Program outreach

°

\[ RIC, -

AFulText Provided by Enc

Q
State welfare agengff is re-
sponsible for mtrastate ad-
ministration.

Fedesal government fi-
tances cost of borus ‘cou-
pons and- tReir printing dnd
62.5 percent of travel “and .
salaries of state personnel
engaged in certifying non-
assistance households.

Not unless emergency situa-
tion.caused by a natural or
other disaster as defermined
by secretary, interpreted to
exclude long-term non-
natural disasters..

Same as present law.

P
b
e
//
Requires secretar ,t/o provide
opportunity to purchase less

than full allotafent but only n
proportion t¢ normal authoriza-
tion.

Cash or. deduction- of ‘charge
by state from fedegydlly aided
public assistance_. payments
when authorized by house-
holds.

Cost of stamps to.be a reason-
able nvestment, but:r6 more

+ than 30 percent ofchousghold's

income. Payment may be made
by outside sources including
state -dgencies and charitable
institutions  ° -

. Amount which secrefary deter-

mines is necessary to obtain a
nutritionally adequate diet.

No cr}ange.
N,
No chiange.

Same as in. present law plus
62.5 percent of cost of hear-
ing officials and outreaoh per-
sonnel. -«

. N 3 4
2 - P - ‘
Simuitaneous operation of food
stamp and commodny program
is authorized in case of (1)
emergency situations; (2) dur-
ing transition to food stamps;
or (3) on request of the state

" agency subject only to prohibi-

. . 'g'

No specific requnre{(ﬁent.

~

-

M~/

tion_that individual participants
shalt not benefit from both pro-
grams simultaneously.

State agency must undertake
effective action fo inform poor
of program’s ‘ availability, and
benefits and ensure their par-
ticipation, incliding use ot
services of -other federally
funded orgamianons

K
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: Table zr[c;)ﬂntinued') . o ./

“ Cltem (| Public Law 88-525 Public Law 91-671 , ’ ,/4
Education Adminis{rators shodld take No change T .
. steps, including the coordi- N
‘ ' natron of other bodies' in- Q ’ ,
formational efforts, to en- . -
~" + sure that participants obtain v
staple foads, particularly

" those in abundant or surmus
supply. . - \

Source: United States Code, Congressional and'A&imstrative News, 913Qongress,
2d session, 1970, vol. 3, pp. 6032-8033 and 6051-5053. .

[

*

.
; _More recent 1974 amendments (Public’ Law 93-347) increased
" - federal subsidies for costs incurred by states andlocalities in admin- .
)iﬂrating the food stamp program, Prior to Qctober 1, 1974, states -
were reimbursed for 62.5 percent of th(eir costs for certification of
_non-public assistance houselolds, fair Kearings and outf,each activi-s
) ties. Under the néw amendments states will receive 50 percent qof
all operating cosfs incufred in carrying out the food stamp program.
These and other chariges iff the regulations governing the food stamp
program have produced significant increases in total household and
area participation, as well as in program costs. - .

. H

7 . . .
/ e Growth of the Food Stamp Program ! o a
d In recent years, tie food stamp program has grown from,the smallest
to the largest’of the federal food prdgrams. As Figure 1 demon-
strates, the growth from fiscal year 1969 to 1974 was ¢ver tenfold.
) From fiscal year 1965 (the first year of direct apprdpriations for )
the food stamp program) to fiscal year 1974, the number of persons
participating in the food stamp program grew from 424,000 to
‘ 13.536,000—w=am~increase of 3,090. percent. Contributing to-this in- ' /
~ crease were the federal and state efforts to expand participation in ¢
) /lhe program and the incre?sed benefits for participation. For exam-

" ¢ ple, Tederal administration expenditures, which are 231 indicator of
expanded participation, increased from $1.4 million irl 1965 to $28.61 .
million in 1974, and “putreach” costs rose sharply beginning with

fiscal 1571. In addition, lgwered purchase requirements raised. the R

_average ' bonus (food sta p’ai,l(gtment less purchase requirement)

from 61 percent in fiscal yé r 1965 to 137 percent inffiscal year 1974.

Also, the options for participants were widened by permitting house-

holds to choose-less than the total month}y; allotment. These and

other federal and sfate al tivities resulted in an eighty-threefold.
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. 2d. ses\smn part 3, pp 656 57.° ) 5
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increase in the federal food stamp bonus from fiscal year 1965 to
fiscal year 1974 and, in the same period, extended the program from
110 areas to 2.818 ‘Current budget estimates indicate that there will .
be a further expansion of this federal food assistance program to -
more than'$3 6 billion 1n fiscal year 1976 (This figure reflects the
‘ Ford administration’s proposed increase in purchase requirements:

-~
' N

Current Food Stamp Policy S

3
. r

‘Households now participating in a food stamp program must meet ‘V“L
certain eligibility requirements and specific purchase requirements,
and must adhere to general purchase responsibilities. To be eligible  »
for food stamps. households must either receive public assistance or
. be below maximum income and resource level( Maximum monthly
income and resource levels are given i Table 3. Current regulations
prohibit participation by colege or unfversity students (who have
reached their_eighteenth birthday) who are claimed as dependent ¢
~ children for federal income tax purposes by a taxpayer who is not
a member of an eligible household. Participating households must
ronsist of a group of persons, excluding roomers. boarders and
Iise-in attendants, whe are living as one economic unit. Except for
disabled elderly persons, dfug addicts, or alcoholics (who qualtfy
for a delivered meals, grogram},’ hauseholds must cook their own
food -at home I-‘ina}lﬁ‘"'ll household members who are able-bodied
and over eighteen md§t régister for employment. and accept it if
offered. - ST ‘ ) T
~ The numiter of eligible household members determines the value
of the food coupons that the participating household is permitted -
to purchase. In January 1975, for example, a family of four could "
receive a monthly allotient of $154 in-feed-coupons by pesticipating
in the program (see Table y)l Pug{ise requirements (the amounts .
the household pays for monthly allouments) increase as household -~
" - income increases. Thus a family of four with an -adjusted monthly b
\/incomo of 8300\\\;<\7uld pay $83 for the\fulL monthly  allotment,
whereas the paymeént wouwld drop to $25 for ddjusted _monthly -
incomes between $100 and $109. The bonus coupbns rep¥eSent the
diﬁorence.'lgvlwoen the purchiase refiﬁ_i?ément\an the food stamp
allotment. For example, the’ monthly bonus for " family -of four
with an adjisted monthly income of $100 would jbe $129 (that is,
sﬁs\;,—*szsaswg). A participating household is. periitted. to pur-. .
chase vge-quatfer. oge-half. or three-quarters of the total allotment . ~.
instead of the full allotment, Rarticipants who receive welfare shecks -

-

'may éleci o ‘ha?'\et\}m R'ﬁ}pha?g"}equirement deducted from their
' P A = - o
. T~ -, . B
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Table 3 ’ ' |

FOOD STAMP PROGRAM. MAXIMUM MONTHLY INCOME AND
'mlBILITY‘ LEVELS, JANUARY 1975
Forty-eight ° y
Household Size States and D.C, Alaska Hawaii
Monthly incomea -----
R $194 .$229 $218
2 . . 280 380 360
3 406 546 520
4 513 693 660 -
5 606 — - 82 786
6 N 700 946 300
7 , 793 1,066 1,013
8 886 1,186, 1,120
For each add:tional ' .
*™ person, add: o 73 100 - 93 -
T - }%ourcesb oo
All households 1,500 1,500 1,500

3 Income is any money recesved by all members of the household, except students

under 18& years old. .ncluding wages, public assistance, retirement, disability
benefits, pensions, veterans’, workmens or unemployment compensation, old-age,
survivors, or strike benefits, support payments, alimony, scholarstkps, educational

grants, fellowships and veterans' educational benefits, dividends, interest, apd. all — — - —
other payments from any sources which may be considered a gain or a benefit.

Certain expenses can be deducted from income, including (1) such mandatory
expenses as local; state and federal income taxes, social security taxes under FICA, .
retirement, and union dues, {2) medical costs {but not speclal diets) when above

$10 a month, child care when necessary in order to work, fire, theft, hurricane or
other_disaster expenses, educational expenses which are for tuition and mandatary

school fees, and court-ordered support and ahmony, and (3). rent, utilitiés ar_
mortgage payments above 30 percent of income afw all other deductions. -~
bincluded resources.are such hiquid assets as cash on hand, in banks or o%h?r\
savings institutions, U.S. savings bonds, stocks and bonds and_such nonliquid
assets as buildings (except certa,n excluded property). Excluded resources inciude ,
home, one car, unlicensed vehicle, life insurance policies, income-producing real

estale, vehiclg.zequired far employment purposes tools and machinery, and certain

other real or personal property. Each smg‘Ie person household (s\allowed up to

$1,500 in resources. For households of two ‘or more persons or \Qh a member

4 age 60 or over, tesources may not exceed $3,000. ~ .

Source: U.S. Department ol,AgncuIture Food and Nutrition.Service. . L

welfare payments and, if they choose the full monthly allotment,
to have the stamps mailed to them. Otherwise food stamps must
be purchased at an authorized autlet.

Participatingzhauseholds are permitted to use . food coupons to

buy any apprO\ ed fodd (or planls and seeds used fo produce food ’
2 . - \ . . .
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T Table 4 (continued)

For a Household of— . .

"1Person 2Persons 3Persons 4Persons 5Persons 6‘}"‘ersons 7 Persons 8 Persons?
, The Monthly Coupon Allotment Is—
e Monthiv Net $46 . =$84 . $122 . $154 $182 "3210 $238 - $266
lncor{w And the Monthly Purchase Requirement 1s— .
. $190. to 209.99 38 50 52 53 54 55 56 57
$210 to 229.99 " 56 58 -« 59 60- * 61 62 63
$230 to.249.99 62 64 65 . 66 67 )ea 69
. $250 to 269.99 64 70 71" \72 73 74 75
$270 to 289.99 64 76 77 78 79 . 80 81 _
'$290 to 309.99, 8% 83 . 84 85 , 86 87
$310 to 329.99 ' 88 89 90 91 .92 93
$330 to 359.99 94 95 96 97 98 . 99
$360 to 389.99 " *100 104 105 106 107 108
$390 to 419.99 104 L1113 114 115, 116 17
$420 to 449.99 . 122 123 124 125 126
$450 to 479.99 . 130 132, 133 134 ~135
< $480 to 509.99 . 130 141 " 142 143 144
" %510 fo 539.99 " + 130 150 151 152 153
'$540 to 569.99 : 154 160 161 162
$570 to 599.99 oot 154 - 169 170 171 )
$600-to 629:99 o 154 ° 178 179- 180_.
$630 to '659.99 - L 178 ,;88 - 189~
' .. __$660to 689.9% . ° - _ 2 , 178 . Yoz . . _198. .. __
1 $690 to 719,99 178 202 207
LS - ..
CERIC T o - - 3o A
R ~ - - : X




h r e e
T §720 fo 749.99 ‘ " § 202 ' . 216 j
$750 to' 779.99 - . , - 202 225 . o
’ $780 to.809.99 o ' Lo 202 226 . |
$810 to 839.99 N . . , 226 o
$840 to 869.99 oY , { T 226 | - ~
. 8870 to 899.99 : - : . 1 226
PN : ] - - ~ : R N .
4 For-each additional heusehold member over eight, add $22.00 to the eight-person allotment. . ; o P
Source: U.S. Department of Agriculture, Food and Nutrition Service. = . ) v ' ’
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for personal consumption) at certified retail outlets through an
authorized representative of the household. Persons_ in certain

remote areas of Alaska may use food coupons to purchase hunting

and fishing equipment (but not firearms, ammunition, and other *
explosives). The authorized representative must be able to present

his food stamp identification card and must not separate individual
coupons from the book before time of purchase. In addition, food

stam',s ay not be sold, given away, or used to pay creditors.
Changes in eligibility must be reported to the welfare agency oper-'
erating the food stamp program.! -
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CHAPTER 1I
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/. FOOD STAMP

PROGRAM COSTS

2
The major federal outlay in the fo?d stamp program is the value of
the- “bonis’ ’“food stamps (that is, 'the drfference between the food’
_stamp allotments and the purchase reqmrements of participating
households) This bonus was $2.1 billioh “in fiscal year 1973, and it -
is expected to exceed $3.6 bllhon in fiscal year 1976. But in addition
"“to the federal bonus (which is:a purchasmg-power transfer] -there
are other expllcxt and implicit costs of the pragram.

In fiscal year 1974; federal opersting costs of the food stamp
program other than the cost of the “borius” stamps were approxi- -*
mately $137 million (see Table ). These gnclude the costs of‘
administration, production and distribution, artzcrpant certlﬁCatron RS
outgeach activities, and employment registration. Explicit federal
operating costs, however, understate the actuaf\operatmg tosts of
the food stamp program. For example, federal food stamp enforce-

,.ment costs and many local’ government costs, mclu&mg certification
and outfeach projects, are borrie by the participating } msdictions
" and do not appear as explicit federal operating costs. These~add1-

* tiopal federal, state, and local ,program costs are at least equal to, N
and probably greater than, the explicit costs: Estxma\tedelcate ,‘»
that state and'loeal food stamp operating costs were $111 million
in 1973, or 30 percent higher than the food stamp operating costs .
fonthe federal government.! The total (federal and nonfederal) costs
' of admmz@'tahg the food stamp program were at least $196 _millign,
that year (see Table 5) a_sum equal_to approxxmately 9 percent of
the federal bonus. Estimated total federal, State and log‘a.la\dr_mms-
tratrve and operating’costy for fiscal year 1976 are expected to reach
3512 million. This amount 1is srgmﬁcantly htgher than previous;,,«
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operating cost levels and represents approximately 14 percent of
the federa{tl)lonus .

Unfot nately there is no extensive study of the total federal and
nonfederal costs of administering the food stamp program. All esti-
‘mates for specrﬁ(, local programs {(whether based on the value of the
bonus*dr on e cost per household participation} wield an
operating cos{ approximating 9 percent of the federal bonus. On

vy

the basis of S]%édies made for 1970, it may be concluded tW
local operating costs (excluding cost of office space other
overhead costs) range from $5.00 to $10.00 per participant.* Using
an average of these estimated per participant operating costs and
average yearly participation, one finds nonfederal operating costs
totalling approximately 4.5 percent of-the federal bonus for 1970."
Nonfederal costs plus explicit federal operating costs yield a figure
equal to 9 percent of the federal bonus. More recent studies based
on two Calrforma counties show that average per participant costs-
of administering the food stamp program have increased significantly
since 1970. In 1971-1972, average annual county operating costs_
for Humboldt County were approximately $10.00 per partlcrpant
and for Del Norte County $19.40 per participant.’ The leWer costs
for Humboldt County may reflect scale economies in operating
achivities; however. these economies appear to be limited since
average operating costs in Himboldt County hate been rising with
increased participation. Whilgcounty operating costs do not include
the fixed or common and fﬁ/e(r overhead costs of the food stamp
program, they db represent a largé proportion of the increased food
purehasing power. _In Del Norte County, for example, county oper-
.ating costs amounted to 13 cents per $1.00 of bonus food coupons,
Operating costs in Humboldt County were lower it took $1.08 to
‘transfer $1.00 in bonus food stamps (that is, Operatmg costs were

_eight cents per $1.00 of bopus food stamps).” — -~

,‘ While ag OMe and local food stamp program costs for
all statés are not available.” testimony by the. admmrstrator o# the -
~ Fqod and Nutrition Service, U.S. Department of Agrrculture (based
on a fiscal year 1973 study). mtﬁC/dtes that in'fiscal 1973 locally borne .
adminjstrative costs of the program exr/eeded those borne by the
federal sector. Indeed, the fiscal year 1973 study showed state and
7ocal costs at 130 percent of those f0r the federal government.® Thus,
if the administrative explicit costs ito the federal government for
ﬁsgal years 1969-1972 represent a mlrirmum asnd the fiscal year 1973
state and 16¢al estimate is used, the average cost of transferrmg $1.00
in additional food purchasing ppwer Xis $09‘ on the basis of data
for fiscal year 1969 through fiscal year 1973. Tt\rs 9 percent adminis-
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trative and operating cost is also consistent with what was found
the two California counties. Co .
Of course, total operating costs for the food stamp.program vary- '

directly with the number of participants. - Recént and suggested
changes in administrative procedures (mandatory nationwide expan-

sion and increased oufreach activities to widen participation} will
raise administrative costs.’ Ih fiscal year 1970 approximately $12.53

was spenf on producing, trﬂ&sfer;ing, and“"redeeming bonus food
stamps worth an average of %126.91 to each certified participant.®
In fiscal year 1973, by which time many of the changes prescribed
by the 1971 amendments had been instituted, it took/Slﬁ.ls
transfer an average of $171.51 in bonus stamps to eagch pagti
This represents a 29 percent increase in average »f) al and non- .

federalnparticipant operating costs. . - /
Average participant administrative ;Qo/sts for the food stamp
program can bé estimated if one divides “tqtal (federal, state and

local) costs by participation. In fiscal year}%\(the year for which .

total costs are available), average yearly participant- costs were -
$16.16 {$196.4/12.153 from Table 5). If these costs remain relatively
constant from one year to the next, participant or household costs
. can be estimated for other years. In fiscal year 1972, for example,
‘yearly administrative houschold costs, would have been $50.53
(1816.16] [11.1 million]=$179.4 gilliori from Table 5 and $179.4+

3.35 million =$50.53 from Table 10) or $4:21 cach month.

.~ In addition to the direct costs of the food stamp program, there
are the,costs of enforcing. the act's provisions, amendments, and
resulting administrative regulations. "These costs are less. easily
quantiftable than” those already calculated because the . agtivities
involve separate agepcies, such as the Office of the Inspector General
of the U.S. Department of Agriculture. the Federal Bureau of Investi-
gation, the Department of ]us?ice, and state ot local law enforcement
agencies, which.do not include food stamp enforcement in their
specific agency accounts. Furthermore, because the food stamp pro-
gram involves a transfer of resources n the form of specific pur-
chasing power (“in kind"), it requires greater monitoring or enforce-,
ment commitments than a transfer program that distributes cash.

When an in-kind transfer program gives recipients more goods

" (or specific purchasing power)” thal\ could be purchased with unre-
stricted cash grants, there are strong incentives for the fecipients |

to trade apy excess. of the in-kind resouree (that is, any amotints

greater than would be chosen with ‘equivalent incomes) for goods of

other kinds. Suppression of this activity, which in .the case of fodd

stamps-has Been identified as “trafficking in food coupons,” is an

»
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agidunt the pdltmp&{xl »\1shes to spend on food and the total value -
of coupons available, the greater the gains from exchanging food
coupons for other gogds. Trafficking may take several forms—
saJe of the coupons direptly, sdle of the recipients’ purchase authori-
zation, or the trading of\the coupons for nonfood items. There is
ittle direct evidence on the extent of tr‘affi?ing in food stamps,
but it is hnown that food stamps have bee ed to purchase auto-
mobiles, minibikes, auto repdirs and mafri%m " Furthermore, since
food stamps usually-sell at half their fdee value,'" returns from traf-
" ficking could easily port “large- -scale organized rings handling
L O \ 9
huhdreds of thotsands of dollars worth of coupons.”.'®
. The foiu: of the Inspector General of the U.S. Department of
Agricultute has identified at least sixty additional problems—besides
trafficking—in the cnforcement of the food stamp program. These
imclude prublcm in participant and trade compliance; participant
certification and Ki@urhﬁcatlon, accountability, and #Ccurity; and

Loss/ thefts and \ounterfeiting.”” On the basis of a 1972 study.
it may be concluded that the more persistent irregularities, repre-
— senting approximately 62 peecent of thé total reportéd infractions,
are those associated with trade Lomplmncc by authorized food
outlets."t These include sales of ineligible items, purchase of cou-
pons for cash, and the giving of improper cash change. Another
+ 22 percent of the wregularities involve problems-of certification and
fecertification, in¢ligible participants, misrepresented facts, unre-
ported changes,in statug, and inadequate action on violation com- .
~ plaints. During the first six months of, fiscal year 1§Z§lfgn exampie/
there were 5,208 claims averaging $221 caclragainst rempxents ‘for
somg form of fraud in the receiving of food stamps.!” Failures of
‘accountability in the managing of fpod ¢oupons, including inadequate -
)thls and 1rrcou]armcs in other operating procedures, R
represint approxintately 9 percent of the reported infractions." The
remaining 7 percent are largely made up of lossr's thefts, counter-
feiting, and inadequate security oporahons
+ Individuals, especially those.who are not “on some other‘form
of puhh( assistance, and food industry estabhshrpents participating
in the.food stamp pregram also bear gertain copts associated with™ ~ -
the.food stamp program. Ixrst participants must apply, for certifi-"
cation of eligibility for the program; and eligible househol&ls that do *
not re cmL some form of public assistance must supply detailed
- ——tecords on their members’ income, taxes, retirement payments,
medical expenses, child eare. Wation tuition and fees, disaster
¢+ and (a.su(nlty lusses. ahmony, rent or Mmortgage payments, utlhtles
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real and personal property holdmgs and other r«esoulces in orde
tgﬁhe certified for the food stamp program. Second, many par{i

/

t

s must give up time.and incur other expenses to obtain th
stamps at the distribution center. Third, all participants b
additional costs (such as costs of food sorting and credi
their transactions in this “specific purchase” money. 86me of these
costs gre also borne by the participating food estiblishments. In
the 1972 California study, increased costs‘ fromp~direct handlmg, of
food stamp transactions were estimated  at approxxmately‘ V2 of
1 percent of food stamp. sifles. !t p

Food stamp transactions also in¢reasé’the cost of food purchases
to nonparticipating food purchasers. %Nmtmg time at food check-out

_counters is often significantly indfeased when food stamp sales are
involved. These costs are attribptable to the sorting of food into
=" eligible #nd noneligible categorjes, to "the checking of participant
tdentlfi{%txon to the endorsing of Too(t Jstamps, and to 1ssuance of
credit glips. + | . A

Finally, there may be distortions in, other economic activities
resulting from the existing method of financing the food stamp pro-
gram. Since revenues for any particular governmental program
cannot be traced to a_ speéxﬁe tax, deht, of other revenue source,
the costs of these distorfions cannot be identified. In general,
however, the financing of any tax-supported program burdens the
nation with a cost from which no one gains. The taxes imposed to
finance the subsidy cause a teallocation of resources away frqm more
productive uses where the tax burden is heavy to less productxve
uses where it is light. The result is a lower national and per capita
income and, perhaps, a greater incidence of poverty than would
prevail if transfers financed by taxes ,were not attempted "
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The net benefits of the food stamp program are drffrcldt to Ineasure
Estimates of the benefits received by conttibutors to the program

- the taxpayers, are at best subjective valuations mcapable of being

.supported or refuted with existing information and institutions.
Benefits to food produ,cers and co$ts to nonparticipating food con’
sumers, also hard to quantify, may be generally offsettmg If *we -
can assume that they are, we eliminate the need fopfeasuring them
accurately Beneﬁts Ao recrprents are more easrly estrmated

®
+ R T "
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.y . Recxplent Beneﬁts‘ -

Ll

- Dicect- beneﬂcra‘hes of. the food stamp program are of two kmds—
ﬁgrrcultural producers and individuals who qualify to receive stamps.
The program’s structure and magnitude, however, generally ensure,
that the benefits~ to agrrcultural producers are secondary

Whatever is sard about stamp's inicreasing demand for farm | °
products, fhat is only incidental to what must be.the pro-.’ *
e

-~ gram’s primary justification: to increase the volume of fgod
that can be purchased by low income people without hmrt- :
. *ing freedom of selection among foods. If thé program aids
in the disposal of surpluses, it is 6nly because holders of
food stamps happen to choose ‘ta use them for items in
surplus 1f the program §timulates use of unused agricul-
. tural capacity, it is only becausg holders of food stamps
happen to. seek out food items for which there is unused
capacity to produce. Which segment of American’ a'grr.cul-
ture benefits from the food stamp plan is"a decision that
rests in the choices of the persons who hold and spend food




,\__ Lo

- stamps™ .\ program designed principally to aid the agrichl-,
tural population would hay e to have both a good deal mbre
money and” sonie additional buiff-in assurances that!t};e
money will fall in the right places.

@ -\ brief granu* at the inceme éiatist[gs for the agricultural sector
“might stem {o u)p!mﬂ_f'f’f this analysis of the probable impact of the
food stamp program,on the agricultural population. Table 6 $hows
that between 1962. the year the pilot food stamp program began,
and 1973, per capita disposable personal income for the farm popu-
lation grew from $1.308 to $3.913. More important. the differential
between the farm and nonfarm sectors narrowed substantially. In
the 1962 1973 period. per capita-disposable income of farm families
rose from 62 percent to 93 percent of nonfarm disposable personal '
income Careful investigation of the possible causes for this improve-
ment reveals that the food stamp program contributed little. Statis-
tical tests show that ogher \ariables affecting the relation between
the agricultural and nonagricultural sectors contributed more to
changes in relifive jncomes fhan did the changes in federal _food
" stamp spending” When one considers that less than eleven cents

- - . - - ————— e Y

. Table 6

US. PER CAPITA DISPOSABLE PERSONAL INCOME,
FARM AND NONFARM POPULATION, 1962-1973 /

‘ bis;;osable Personal Income Farm Incéme .
— B -+ as a Pergent
JFarm, Norjfarm of Noniarml ncome
. $1.308 61.5!

1,410 . 64.3
1,462 62.4

) 1,772 71.4
1,985 75.1
2,032 72.8
2,200 73.7 ‘
2,406 75.9 .
2610 ) 76.4
2,764 7597 °
3,182 . \ 82.7
3,913 Tl /93.0 -

Source: US Department of Agriculture, E¢onomic Research Service,|Farm Income
Situation. F1S-222, July. 1973, p. 50. and "FJS-223, February 1974, p.
’ , H
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disposatNe personal farm i income and that additional Teod urchasing .
power 1s Ynore often spent on food convenience sersided. the fact

that the food stamp program does not sigmificantly raise a; ncu!tural
incomes is not surprising.” The benefits @f the food stamp program

are overwhelmingh bencﬁts received by participating welfhre recipi-
ents.

To make estimates of benefits to welfare recipient§ requires
making a number of underlying assumptions. Unless |otherwise
.stated, it will be assumed here (1) that the food stamp program does
not alter market prices. (2) that food stamps are not used for nonfood
goods or services, and (3} that resale of food stamps is effectively
prohibited. Even if these assumptions are made. precise measure-
ment of aggregate benefits iscv(ot possible. Ideally, one would want

. o include the real purchasing-power level of the federal bonus, the
- participant’s relative subjective ialuation.of eligible food items
, measured against his subjective valuation of other goods before and «
fter the transfer. and the participant’s real income before the bonus.”
\m ertheless. a good approximation of the value of the bonus can
be-obtained by calculations that use nominal income, bonus, and
current prices and that specify a representative functional relation-
ship for the subjective value of f%:od and nonfood items. .

With the necessary assumptions made. the participant's bonus
(the difference between the market value of the food stamps and the
, amount of the purchase requirement) can be divided into three parts:

{1) a transfer in general purchasing power, {2) a transfdr in specific
or food purchasing power, and (3) an amount which to the recipient !
measures waste (see Appendix A}. The Ransfer in gengral purchas-
ing power is the difference between the recipient’s expenditure an .
food in the absence of the food stamp program and [the purchase & '
prie€ of the food coupons (BC in Figure A-2, Appendix/A). Since the
monthly food stamp allotments and purchase refuirements as

I developed in 1965 were supposed to correspond to the market price , . .
of a nutritious diet and to previous food expenditurgs, respectively,
no transfer in general purchasing power was int nded Specific.
purchasing power is defined as the difference (CD in Figure A- -2) ~
betypeen the recipient's subjective, xaluatlon o{’ the [food stamps he! 2 -
receives (the dollar amount he ‘would \olunt rily faccept in lace -

" of the bonus portion of the food stamp allotment) find- the \'alueof

the general purchasing-power transfer (from the food stamp pI‘O\

gram). If the subjective valuation placed o nus food stamps is
lower than the market value of the food s#8mps, there is waste equal .

"\

42




¢ . - . ‘ - ,.’ U T
N R - * - ro- :"“'""\"'A‘"t - T T T 4—‘ he A A At o *" T T T vmme— — -7 T TTw TRt T T '
Tg . L =-Table 7 - ) .
ANALYSIS OF FOOD STAMP BENEFITS, BY INCOME CLASS AND HOUSEHOLD SIZE, JUNE 1972-_ 5
‘ : iy T Size of Bonus (Estimated Waste) .
Monthly T - General Purchasing Power + Specific Purchasing Power ,
Income .1 person 2 persons 3 persong”_ 4 persons - § persons
Undeg$29 $31.00(11.32)  * $59.00(31.33) $88.00(52.29) $108.00(68.75) $128.00(85.62) -
. 3.95+1 5.23 . 395 + 23.72 * 4895+ 30.76 " 4,954.34.30 4.95+37.43
$30-839, 28.00(3.93) . 56.00(18.32} 84.00(36.53) ,104.00(50.76) 123.00(66.70) v
- .7.55+ 16,52 7.55+30.13 7.55%39.92 7.55‘;*-45.69 6.55+49.75
$40-849 ' 26.00(2.11) B 53.00(14.70) 81.00(31.47) . 101.00(44.86) 120.00(59.93) .
) 8.854 15.04 7.85+30.45 7.85+41.68« , . 7.85+48.29 6.@5 +5322 !
$50-$69 23.00(0.55) 49.00(10.23) -76.00(25.46) 96.00(37.73) 115.00(51.66
-\ 10.80+ 11.65 . 8.80+29.97 7.80+4274 .7.80+50.47 6.80+56.5
$70-899 18.00(0.00) 42.00(5.19) | < 69.00(17.17) 88.00(28.09) 108.00(39.73)
1'4.05+ 3.95 10.05 +26.76 9.05+42,78 8.05+51_.86. 8.05+60.22
$100-$149 10.00(0.00) . 31.00(1.00) 58.00(8.35) 77.00(16.46) 95.00(26.56)
’ 10.00+0.00 12.25+17.75 11.25+38.40 10.25+50.29 8.25+60.19 L8
$150-$249 —_ 20.00(0.00) 36.00(0.94) 55.00{4.65) 74.00(10.42)
) o . . 20.00+0.00, 14.00+21.06 " 13.00+37.35 © 12.004+-51.58 .
$250-$359 - — " 18.00(0.00) 30.00(0.00) 44.00(1.03)
18.004+0.00 22.65+ 7._35 16.65+26.32 .
$360-$419 — ¢ — — 24.00(0.00) ° 32.00(0.00) *
, - 24.00+0.00 .32.00+0.00 ¢
$420-$479 — , — N - — 28.00(0.00)
, . : ’ 28.00+0.00
$480-$539 - — y— — - .
.+ "~ $540and up g




. ’ “ , »
, ) Size of Bonus (Estlmated Waste) g Lo . )
Monthly : General Purchasing Power + Specific Purchasing Ppwer 7 i
Income l 6 persons 7 persons 8 persons / 9 persons :
Under $29 $148.00(102.80) 3164 00(116.73) $180.00(130.78) g $196.00(1 44.95}
. 4,95+ 40.25 ’ 4 954 42.32 4.95444.27 © 4.95446.10
$30-839 - 143.00(82.22) 1 59 00(94.92) 175.00(107.83) 191.00{120.92) -
b . 6.55+54.23 6.55+57.53 6.55+60.62 6.55 4 63.53
$40-849 140.00(74.77) 156.00(86.97) 172.00(99. 41) i 188.00(112.06)
6.85+58.38 6.85+62.18 6.85+65.74 6.85+69.09
$50-S69 135.00(65.61) ' 150.00(78.06) 166.00(89.95) 182.00(162.07)
6.80462.59 5.80+66.14 -, 5.80+70.25 5.80+74.13
$70-899 127.00(52.87) . 143.00(63.39) 158.00(75.04).- . 174.00(86.25)
' . 7.05+67.08 . 7.05+72.56 6.05+76.91 - 6.05481.70
$100-$149 114.00(37.55) 129.00(47.15) *, 144.00(57.29) 160.00(67.25)
7.25+69.20 6.25475.60 5.25481.46 5.25487.50 o
$150-$249 93.00(17.75 108.00(24.59) . 123.00(32.11) 139.00(39.81)
11.00464.2 10.00 4+ 73.41 + 9.00+81.89 9.004+90.19 .
$250-S359 © 63.00(4.06) ' 78.00(7.67) 93.00(12.14) " ’ 109.00(17.15)
15.65+43.29 14.65+ 55.68 . /3.65467.21 13.65478.20
$360-8419 46.00(0.09) 56.00(1.38) © 72.00(3.51) 88.00(6.45)
26.70419.21 - 20.70+4- 33.92 20.70+47.79 20.70+60.85 .
$420-8479 38.00(0.00) 48.00(0.00) 64.00(0.46) 80.00(1.83) = « °
) 38.00+0.00 . 32.504-15.50 32,50+ 31.04 32.50+45.67
$480-$539 . 32.00(0.00) 39.00(0.00) * 55.00(0.00) ' 71.00(0.07) .
o 32.004-Q.00 . 39.00+0.00 43.30+11.70 43.30+27.63 )
$540 and up — 136.00(0.00) 42,00(0.00) 58.00(0.00)
. g peoo+ooo +- 42.0040.00 58.09+0.00

Source: See Appendix B.
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to the difference between the market value and the recipient’s sub-
jective value of the food coupons (DE in Figure A-2). = -

To illustrate, let us consider. as family of four with a monthly
disposable income of $125 participating in the food stamp program
during June 1972. Each month the family would exchange $31 for .
food- stamps worth $108, receiving a bonus of $77. Budgetary
“studies indicate that this family, if it is tvpical, would spend $41.25 .
of its $125 income on food in the absence of the food stamp pro-
gram.' Consequently the monthly transfer in general purchasing
power is $10.25 ($41.25—$31.08). That is, this family would have .
spent $41.25 of its monthly income on food. but it can now obtain .
this amount of food (and more) with the food stamps it purchased
for $31.00. Consequently the family has saved $10.25 that can be
used to purchase anything it wishes. ,

Determination of the remaining parts of the bonus (specific
purchasing power and waste) requires knowledge of the subjective
value the recipient places on the bonus food stamps. While the pre-
cise value cannot be found, recent advances injeslimating’ cq?}gumer
preferences permit estimates of subjective valuation of specific or ,
in-kind transfers.” If the proportion of each family's disppsable 7
income spent on food (see Appendix B} does not vary greatly with /f
income and prices, then an estimate can be made of the subjective /
value of the bonus food stamps by. family size and income. (Seg’
‘Appendix B for the explanation of this procedure, the mgthods
© computation, and the indirect tests for the validity of the egtimates.)
FFor a family of four ‘with a monthly income of $125 in June 1972, he,
subjective valuation (recipient benefits) of the $77 monthly food
stamp bonus was estimated to be $60.54. This implies that the 't
family would rather have $60.55 in cash than the 877 food stamps’
bonus (The family is indifferent between $60.54 in cash and the $77
+in food stamps.)* The specific purchasing power for this family is
$50 29 (560.54 —$10.25). The remainder of the bonus, $16.46 N
" *($77.00—$60.54), from' the recipient’s viewp‘dint is waste. For this
family. then.the ST7 monthly food stamp bonus can be divided into
(1) a transfer in general purchasing power of $10.25, {2) a transfer
in specific or food purchasing power of 850.29, and (3) waste of
$16.46 (S77.00 =510.25 + $50.29 + $16.46). ’ i

These amounts ar¢ shown in Table 7. column 4, row 6. Bonus
values; estimales of recipient benefits (general purchasing power plus
sperific or food purchasing power), and estimates of waste for other
family sizes and incomes for June 1972 are also shown there. For
example. & family of five with an income of §125%(column 5, row 6)
receives a monthly bonus of $95 in food stamps which it values at
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$68.44 (58.25 in general purchasing power plus $60.19 in specific or
food purché.sing power). sFor this family the waste is $26.56.

An investigation of the potential benefits (food stamp bonus)
and the actual benefits of the program reveals several interesting
data First. participation in the food stamp program is more closely
related to the estimated recipient benefits than the potential benefits
or food stamp bonus. (See Appendix B for the method of testing
this relationship.] This outcome implies that the government could
significantly lower program costs without lowering recipient benefits
by giving participants a cash food allowance equal to the ‘estimated

benefits. Second, the bonus structure for June 1972 in Table 7 shows .

a significantly smaller bonus for higher incomes thaw for lower
incomes. On the other hand. actual benefits (from the recipient's
viewpoint) by income class 0enerally rise. with higher incomes, as
shown in Table 8. This oqcurs because participating families would
voluntanly choose to spend more on food as their incomes rise—
thereby reducing waste. In Table 7, estimated waste for a seven-
person household declines from $116.73 in the lowest income class

to $0.00 for a monthly income of $450. For lower income élasses,

3

Table 8

DISTRIBUTION OF BENEFITS AMONG FOOD STAMP
RECIPIENTS, BY INCOME CLASS, JUNE 1972-

- Mean Monthly Percentage Increase
Monthly Income Benefits 2 in Income?®
Under $29 $31 206%
$ 30-S 39 35 100
$ 40-8 49 | 34 . 76
$ 50-S 69 . .33 / 55
$ 70-S 99 SR ¥ ' 36
$100-s149 | 27 . 22
$150-$249 .42 21
'$250+8359 ) 45 \ 15
$360-5419 ‘ 43 1
$420-8479 46 ' 11
$480-8539 52 : 10
$540 and up . 51 . 9

3 Average benefits were weighted by participation in each househald size for each
income class.

b Based on median income in mcome class R
Source: See Appendix B.
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- however. monthly recipient benefits make up a significantly larger
fraction of monthly incume than do benefits for higher income
tlasses, making participation jn the program relativ ely more attrac-
tive to lower income households. Table 8 shows that, as of June
1972, average monthly houschold benefits ranged from a_high of
206 percent for the lowest income class to 9 percent fof the highest
income class, -

Third. there is also a discernible relationship between actual
recipient benefits and family size. Data in Table 7 show that waste
rises as household size rises. The recipient’s monthly evaluation of
waste in the lowest income class rises from $11.32 for a one-person .
household to $144.95 for a nine-person houschold. It may be noted
that average monthly benefits (weighted by participation-for income
rlass and household size) were approximately $35.84 in June 1972,
representing 82 percent of the potential recipient benefits. from; the-
average federal monthly bonus of $43.59 {see Appendix B). (The’
total average weighted monthly coupop allotment was $83.41£) When
this estimate of average monthly benefit is combined with the earlier
estimate of program costs from Ghapter 11, it may be seen that it -
tnok $1.09 in Fevenues for each $1.00 food coupon transferred, with
tach $1.00 footl coupon valued at an average of $.82 by the recipient.

Looking only at the distributipn of recipient benefits, we do not
see a complete picture of participant responses to the food stamp
program. Tirst, existing food stamp regulations transfer both food
oupons dnd deneral purchasing power (equivalent fo cash) to recipi-
ents. inasmuch as the average purchase requirement is less than food
expenditures in the absence of the program. Table 7 shows that the

“transfer equivalent to cash is relatively stable among households in
rach income ¢lass. but rises significantly as incomes rise. In all cases
the food stamp program becomes equivalent to a° pure cash transfer

,for the highest income classes. The average attual increase in food

»_intake is 72,5 percent of the bonus (that is, the av’erage monthly

bonus is $43.59 and the average increased intaké from the bonus

. *is’SEH.G.'l). Second, the increased food intake in fact overstates the
ability of the food stamp pfogram to augment food consumption.
If rm*ipi?hts were given cash instead of food coupons, they would
voluntarily increase their food purchases by $14.38 (843.590.33),
since pr"dgotary studies indichte that food stamp recipients spend
approxifnately one-third of their incomes on food. Thus the increased '
average morithly food intake directly attributable to the food stamp g
program is $17.24 ($31.62 — $14.38), ’ g \

An indirect measure of recipient waste may be approximated :
by comparing the feod consumption of families using food stamps

. A L 47 " .
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with that of families not participating in the program. Since.the
proportion of income spent on food is relatively stable among fami-

lies of the same size and income, the proportions of income spent

on food by participating and nonparticipating families with the
“same"” income can be directly compared. The amount spent on
food as a proportion of all expenditures by a family participating
in the food stamp program would be determined by calculating the
ratio between the face value of the food stamp allotmemt and the
participant's monthly income plus the cash value of the bonus food
stamps. »The resulting figure would then be compared with the food
expenditure by a family with similar characteristics and equivalent
income. If. for example, a family of four with a net adjusted
monthly income of $300 would pay $83 for food stamps worth $150,
its food consumption proportion would be .41 ($150,$300,+ $67) and
would be compared with the actual food. 'expenditure ratio for a
family having the same characteristics and monthly income of $367.
If the food expenditure ratio of the nonparticipating family is as
great as that of the participating family, then the food stamp program
is equivalent to a pure cash transfer equal-to the-amount of the bonus
(that is, actual benefits in fact equal potential benefits)

This procedure can be applied to any bonuslevel. In the
example given, the participating family’'s food consumption would

fall to .33 (S150 8300+ 5150} if food stamps were zero-priced. A

comparison was made for July 1970 of aged single persons and cou-
ples receiving Old Age Assistance (OAA) and of households of two
and four recipients receiving Aid to Families with Dependent Chil-
dren (AFDC)." Table 9 gives the results of that comparison for the
fifty states and the District of Columbia. Variations among states
“reflect differing eligibility requirements and differing public assis-
tance payments, since the nominal size of the food stamp bonus was
uniform threughout the country for any given family size and
income.™ Thus in July 1970 the benefits from the food stamp pro-
gram for a single person receiving' OAA were equivalent to a cash
transfer of the same size in forty-one states and the District of
Columbia, representing 76 percent of total recipients. On the other
hand, in all states and Washington, D. C., the proportion spent on
food consumption by AFDC households with four recipients was
significantly greater for fostt stamp participants than for nonpartici-
pants with similar income'a"fzd other family characteristics. Table 9
shows that these famjlies would prefer cash or zero-priced-food
-stamps-to food stampg with a purchase requirement, with 79 percent
of the families indifferent between cash or zero-priced food stamps.
The classification of benefits described above and shown in Table g,

P
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VARIATIONS IN PUBLIC ASSISTANGE AND FOOD STAMP

ot

'I‘able 9.

BENEFITS, JULY 1970 . :

.
.

Single Person Couple Both AFDC Family, AFDC Family,
Benefit Class 2 on OAA on OAA 2 Recipients 4 Recipients
Class |: States  All states not Alaska Hhnois No states
where food in class Il and California - New Hampshire
stamp program the District Colorado New Jersey .
with purchase  of Columbia _Connecticut NewYork | .
requirement ‘ District of Pennsylvania =~ *
was equivalent Columbia South Dakota »
to zero-priced Hawaii Vermont
food stamps Iilinois Washington
of cash Massachusetts > . 4
Minnesota
Nebraska ¢
—— Nevada .
New Hampshire
- New Jersey
New-York -
Ohio -

/p\

Class Il. States Arkansas

where zero- , Florida
priced food Georgja
stamps or cash Indiana
were preferred  Louisiana
to food stamp  Mississippi
Missouri

prggram with
pyrchase
requirement

Class lli: States .

where cash
was preferred
to both zero-
priced food
stamps and
food stamps

with purchase ~

requirement

South Carolina
West Virginia

No states

Percentage of recipients in:

Class |
.Class Il
Class il

76
24
0

L

Pennsylvania
SouthiDakota
Vermgpt
Was

All states nof ,
inclass |

»

) Mo states

v
.

23
77

All states not
in classes |
.and Il and the
‘Districtiof
Columbia

.

Alabama

Arkansas
Florida
*Georgia
Louisiana
Mississippi
Missouri
Nevada .
South Carolina

«

-

v

+ 31
55

All states not,
in class lll'and
the District

of Columbia

e

Alabama

+ Arizona
Ark3nsas
Florida
Georgia
Indiana
Louisiana
Maine
M!SSISSIppI .
- Missouri

“Nevada.
North Carolina

South Carolina .

Tennessee
West Virginia
0

79

21

—p

& Comparison of an equivalent size grant in the form of (1) ¢ h (2) zero-priced food
stamps, and (3) the food-stamp program in July 1970.
Source: Malcolm Galatin, “A Comparison of the Benefit
gram, Free Food Stamps and an Equivalent Cash Pay

(Spring 1973}, pp. 296-99.
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.. howeter. does not distinguish the relative size of bencfits in each , ¥
* " lass This independent 1970 sty also indicates that the value of =" --

the benefits from the recipenty’ \n\\pmnt is often less than the
nominal value of the federal bonus, .

Other indicaturs also provide indireCt measurements of bene=
fits' to recipients. For example. the ratio of peak tonth to yearly
average pdrticipation may measuie entiy into and exit from the food X
stamp program, thereby refle wling the overall level of satisfaction
with the program.” If program benefits inciease and dropouts de-
crease,the ratip of the peak month to the annual average should
fall. éventually gppro(l(hmﬂ one. Available evidence. shown in -
Tuble 3. suggests that net. benefits to recipients have been increasing
since the beginning of the food stamp program in 7964. Since 1964,

. benefits¥to recipients aé mewsured by the average bonus per dollar
* purchased have more than doubled—from a low of 55 cents per
dollar of the purchase requirement in fiscal vear 1967 to a high of
137 cents in fiscal year 1974, Furthermore. recent hanges-allowing
the recipient to purchase one-fourth, one;half. three-fourths or the
full’ monthly allotment permit casier conversion of the in-kind
transfer to a’smaller but more valuable cash transfer by reducing
waste, ™ (See Appendix .\ for a discaission of this variable purchase
option ) In June 1972 approximately 6 percent of participants used
the variable purchase option to acquire less than the full food stamp
allotment.'" Consequently. since actual benefits have been increas- -
{ ing over time. the ratio of pcak month to average participation should
¥ .be falling. '1n fiscal year 1965 this ratio was 1.49. It has since fallen

16 1.05 in fiscal year 1972, the most recesf year for which information

is available. This ratio does not, however. take account of eligible
- recipients who are unaware of the program or who find the net bene- ,

fits from parnmpnhon lo be zero or negative, )
_ Table 10 reveals that overall partic ipation by eligible recipients
in'1972 was 26 percent. Participation was highest in the poorest third
of eligible houscholds.” Since the recipient's. evaluation of actual
benefits generally riscs as incomes rise, the decline in participation
as incomes ris¢ is somewhat difficult to explain. But, as Table 8
illustrates, benefits as a ploporhon of family income fallssignificantly
as incomes rise. Also. the value of time rises as incomes rise and
participation in the food stamp program is time-intensive, so that
thére may be diminished incentives for higher-income families to
participate. Of course. higher-income families, because of their
higher incomes. may have greater mealth than other families, which |
-would incregse the probability thaC.they would be ineligible for the”
program. \nd it may be noted that smaller households wnth fugher

w
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Table 10-

" DISTRIBUTION/ OF ELIGIBLE HOUSEHOLDS AND HOUSEHOLDS
X PARTICIPATING IN THE FOOD STAMP PROGRAM, -
BY INCOME' CLASS, 1972

‘ Number of Households Percentage of .

Annual . Eligible for  Participating  Eligible Households
Income programa in program Served by Brogram
Under $1,000 1,828,000 495,895 -7 2% T
$1,000-$1,999 - 4,035000 = 1420092 -~ 35.2 _
$2,000-$2,999 4,231,000 - 957,791 22.6
’ $3,000-$3,999 1154000 / 411,784 . 357
$4,000-$4,999 833,000 118,231 To14.2 T
; $5,000-$5,999 , 554,000 76,317 13.8 .
. $6,000-$6,999 : 323,000 60 11.4

$7,000-89,999 542,000 7,856 70 -
Total 13,500,000 3,554,826 ~26.3

s o 7 S
* The number of eligible households is determiged by income and by household size.
This overstates the number actually efigible since no data are available on the
wealth of these households.

Source: US. Departmgm of Comr'nerce, Current Population Rebons, Series P-60,
no. 84 (July 1972), anq U.S. Department of Agriculture, Food and Nutrition Service.
a !

incé_)mes are_,r_r}ﬂg),«’ igible for the food stamp program, but are not
excluded in th%%t'al numbeyp of U.S. households for each income
class. ) ' .

A 1964 study of the food stamp program in St. Louis, Missouri,
provides some information on reasons for nonparticipation in the .
food stamp program. In that survey a large percentage of respon-
dents (28 percent) indicated they were not interested in the'program
but gave no specific reason for their disinterest.’? Of those whose |
replies involved specific objection to the program, 36 percent found """
the coupon purchase requirement too high, 21 percent said family .
income was insufficient to purchase coupons-and pay other fixed
. expenses, and approximately 6 percent blamed restrictions on pur-

. chases. [In addition, excessive food levels accounted for 3 percent .

of the’ specific reasons for-nonparticipation, and difficulties in ob-
. taining monthly, food stamp allotments accounted for 7 percent.

Finally, a large number of the spegific responses indicated that the

heusehold had never heard of the program (9. percent) or was mis-

Jinformed about it (18 percent). '
.\‘1 A{B Lo M;. . 5_.1 R
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Estimates of recipient benefits are sensitive to the chosen initial
assumptions, and,modification of these assumptions alters the esti-
mated level of benefits. For example. if participants are able to sell
food coupons or purchase pI‘Ohlblted food or nonfobd items with
food stamps, their benefits will be ore‘dter than if they cannot. This

is especially important because ex1stmg Jfood stamp policy allows

participants to purchase certain nonfoogi services, including the
convenience of shopping at convenient food outlets and buying
packaging and preparation services. This, with his food stamps,
the recipient chooses higher-priced but more convenierit retail food
stores and prepared rather than unprepared foods. While these
choices will not usually improve food nutrition (quite the contrary
probably), they do reduce the recipient’s evaluations of waste.
Different participation preferences also yxeld alternative esti-
mates of benefits to recipients. For example, if the propoftion of
additional income spent on food is 0.23 (based on other budgetary
studies of wné;u‘mption expenditures) rather than 0.33 (see note 4

‘in this chapterjs estimated weighted actual monthly benefits for the .

$43.59, averagggmonthly federal bonus fall to $26.39. Using the
023 ﬁgure one finds that nearly half (48 percent} of all-calculated
transfers in general purchasing power are negative. But when the

0.33 higure is used, none of the calculated general purchasing-power;

transfers are negative. A negative general purchasing-power transfer

.

implies that, with food stamps, the participants reduce spending of

all nonfood goods including housing and medical care. Thus, if the
government has housing and medical care programs, the benefit

structure of the food stamp program could hinder attempts to reach .

the objectives of such nonfood programs and could reduce overall
general welfare.™
Of course these problems reduce the reliability of any particular
estimate’of actual benefits to recipients. Nevertheless, the naimber
of independent estimates showing that actual participant benefits
are less than potential benefits significantly increases the likelihood
that there is overall waste from the food stamp program. Further-
more, calculated recipient benefits {shown in Table 6) are 2 better
indicator of individual participation than recipient bonuses (see
Appendix B). Finally, these estimates, .indicate that the waste ele-
_ ment is relatively large, a conclusmn consxstent ‘with the black
market price of food stamps. Since ‘the blgck market .price of food
stamps {5 4] dpprOleately 50 dents to the dgllar, food stamp partici-
pants who’sell food stamps must view a relatxvely large proportion
of the federal bonus as waste.'” Partmpants selling food stamps at
this price must subjectively value those stamps at less than 50

€ ~
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cents per coupon dollar: otherwise they would not exchange the
®coupons for gash.

s . . Indirect Benefits ’ T .
|

. In addition to benefits to recipients, there may be benefits from the .
food stamp program for other members of society. Increased food
consumption by lower-income individuals may be highly valued by
some upper-income groups, and transfers frem the higher-income
to the lower-income groups could therefore increase overall welfare.*
Furthérmore, transfers in kind may produce greater external benefits
than those produced by ah equivalent cash grant. This point was
argued by Secretary of Agriculture Freeman in testimony before the .
House Agriculture Committee in 1967. '

‘

But the advantage of the food tieup is‘that they use what .
they have been spending on food, secure the stamps which -
then means an additional amount—which means that the .. -
money is going for food. It is not going for something else.

This is very important; very importan.!®

Finally if transfers of food from taxpayers to lower-income families
represent a public good as viewed by contributors, then all indi-
viduals who,place a positive value on this activity may share the
benefits of the transfer without exclusion. When recipient private
demand for the transferred good (food) and the collective demand
for food transfers varies indirectly with price and directly with
income, then the optimal quantity rises with increases in income for
* either recipients or givers, up to the point where the incremental
value of additional units of the transferred good is zero.'” Increases
in collective demand for greater food consumption by the poor will
increase the amount of food transferred to the poor. Moreover, the
total food, subsidy will also increase. Finally, until the marginal ,
value placed by food givers on recipjent food consumption falls to
zero, increased recipient’ demand wijll increase the quantity of foed
transferred to recipients.’ A . '
H The food stamp program, like other public organized activities,
presents certain’ problems in organizdtion and production. If an "
activity represents a public good but is privately financed, there will {
be an underproduction of the transfer activity because exclusion of
noncontributors is prohibitively costly. But public sector organiza-
tion and financing through tax revenues may be equally difficult.
. ‘Uhder existing government institutions, the program may exist when
" 'the netbenefits or even the gross benefits are negative. (This is a

.93
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i consequénce of the logrolling properties of the U.S. legislative ‘o
‘branch and is discussed in Appendix C.) e
. Other theoretical problems also make difficult the determmatxon .

of external bgnefits from the food stamp program. If there are
external benefits from 4ll goods consumed by an individual, it can
be shown that there is no a priori case for public subsidy of any '
kind."™ Since most of the goods and services consumed by the poor
involve some form of public subsidy, this fact is particularly impor-

" tant in, amNevaluation of the external benefits of the food stamp
program—Sparticularly if the program involves negative general
purchasing-power transfers that decrease the recipient's ability to:
purchgse other important goods. Finally,'one must determine the

+ level of taxpayer objectives yielding external benefits. One of the
major objectives of the food stamp program (assumed to be derived
from votgr preferences) is, improvement in the nutritional valie of
the diets of needy families.® It is important to know the extent to
whichr this outcome is achieved. '

Data from studies of the pilot food stamp program in the early
1960s and of participating areas in the late 1960s_and early 1970s
yield a mixed picture of the improvement in the diets of needy
families. Initial studies of two p/lot projects—Detroit, Michigan, . .

. and Fayette County, Pennsylvania—during September and. October
* 1961 (when nutrition advice was provided and the use of food
stamps was carefully policed) showed increases in total participant
food expendxtures of 34 percent and 9 percent respectively.?’ In%
Detroit, the percentage of diets meeting recommended allowances
for eight nutrients (protom calcium, iron, vitamin A, thiamine,
riboflavin, niacin, and ascorbic acid) rose 19 points from 29 percent
to 48 percent (a d1fforence which is statistically significant at the

5 percent level). The gain in Fayette County was somewhat lower

(26 percent to 39 percént) and statxstxcally insignificant at the samb
level. Furthermore, in Fayetie County the average level of protein,
calcium, 1;?1 thiamine. and riboflavin consumed by partxcxpants

-

actually dgclined as a consequence ,of reductions in milk, ‘milk
products, eggs, and, grain products. Both areas, however, showed
mcreaseg in food energy as a result pf increused consumption of
"sweet and fatty foods. For example, in Fayette County the average
quantity of purchased soft drinks rose by 40 per_centba(ween April-
May 1961 and April-May 1962.22 Since the pilat proj\est\studies
are the only ones that show a statistically significant increase in the
" niitritional adequacy of partjcipantss diets, it should be emphasized -
that these projects included “ an educational program . . . fwhich . ' g

helped] the participants in the wise use of their newly-gained pur- 1‘

.
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chasing pQ\{ér in an effort to prevent the use of this buyiRg power
for frivolous food.” 23 ;
Other studies on the relative experience of partisipa Ad
anonparticipants for the food distribution and food stamp progrants
in 1969-1970 generally indicaté little improvement in diet- (see
Appendix D)./* Between September 1969 and June, 1970, for example,
fanmrilies that remained in the food stamp program showed .only a
small improvement in diet adequacy, even when the average size of
the federal bonus nearly doubled. Moreover, families participating
in the food stamp program were using a large part of their jncreases
~ in purchasing power for nonfood commodities and for purchased
food lacking thé’ nutrients most needed in the. family's diet. In
\general, survey results indicated that the slightly increased food
expenditures by families participating in the food stam program
were not significantly different from exbenditures by nonpartici-
pating families. It should also be notéd that families who swit .
from the food distribution program fo the food sta p program g © )
not improve dietary adequacy. More recently (1951)| studies for twq - -
California counties indicate that the food stamp program does not ‘
- alter the purchasing preferences of most recipients (72 percent),
blit reSults instead in the purcHase of larger quantities of the-same
food items.** In the 28 percent who changed . product, mix. most
participBnts spent proportionally more on luxury or nonfood items
such as candy and soft béverages.™ A 1973 study showed that over
one-third of the nation’s counties are classified as 'failure to feed/.
counties”™ and 263 counties still have {elatively serious hun
. problems (see Table 11).* As shown in Appendix D, hungep/and
.. malnutrition remain national problems. despife federal food Assis-
% tance programs.totaling mage than $4.2 billion in fiscal yedfr 1973,
¢ Insum. evidence-on the dietary consequences ofthe food stamp
program supports the conclusion that the putritional objectives of
- the program ﬁrlxberally not being safisfied and that the program in
fact makes little, positive contribution to diet improvement and
—  appatently warSens the diet of some food stamp ;ecip eats. Fur-
thefmorg. since the agricuitural seotgr gaihﬁ,little from t‘h?:{p\rog{am.
the primary benefits of the food stamp.frogram are general income
supplementation and consumption of more convenient and palatable,
ut Aot more nutritious’ foods. o

< There aro{rd'd'i\lional possible negative benefits/of the food sta ~
progfram.* Pas \and curren} eligibility requiremenlg Have }!ermitte.d, \ N
partitipation by certain groups (college students eacf‘ers. and
strikFrs) that haveglow incomes during certain peylods fs,uch as
summer school vacation periodse for teachers) butj high levegs of
- - \ ) .
. Y
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M
v Table 11 . —
' HUNGER AND FAILURE-TO-FEED COUNTIES IN THE
/ UNITED STATES, 1968 AND 1973 ool
; oo Failure- L
s . Hung Hunger To-Feed :
. Countiés,»  Counties,> Counties,c Total
State 1 1973 1973 Counties ¢
 Alabama - "’\-:'/17\ g 1 © 67
Alaska ’ 0 0 0 1e
Arizona y - 0, 7 10
Arkansas 6 28 12 » 75
. California . 0~ o 6 56
Colorado 2 00~ 31 63
Conngcticut 0 0 0 10¢
Dela\%re 0 0 0 3
District of Columbia 0 0 .0 1
Florida" 9 - ‘9 d9 64
s  Georgia 50 15 - 21 159
Hawaii o 0. . . 0 . 0, . 4 . -
) Idabo _ ..o 1 22, 39~
Minois 2 2 55 - 102 -
. Indiana 0 0 54° 92
lowa -0 I - 74, .
Kansas 0 2 99 J05 ¢ . -
Kentucky 13 T 14 . 20 120
Louisiana ) 14 4 ¢ 2 64 s
Maine o 0 1 16
. Maryland ) 1 i .. - 9. 249
Massachusetts 0 0 <3 18 .
Michigan , 0 - o o1 83
Minnesota « 0 -2 47 85-
Mississippi i 38y - 3 3 81
Missouri RN 2 ' 3 \ 28- 1159
Montana .. ~ 1 i - - 25 . BN
:Nebraska - f\ 0 13" > 73, 93
Nevada ™ - 0 0 10 179
New Hampshire, - 0 0 ‘0 10
., New Jersey , - _0 0 \ | * 21
New Mexico 7 "2 o 32
New York - 0 1] 9 62
= North Carolina 28- . 30 41 100
.North Dakota * 1 4 23 43
Qhio . 0 0 30. . i
Bklahoma . 5 1 7 .17
. Oﬁon Ty 0 0 4 °~ 3B -
Pén sylvania _ S0 0 W




Table 11 (continued)

. Failure-
) Hunger Hunger . ,To-Feed, ,
' Counties,  Counties,® ... Counties,c -Total
State 1968 1973 1973 Counties
Rhode Island 0 0" 0 2r
> South Carolina 18 ¢ i - 5 T 4e |
South Dakota ' 7 g - 25 . . 47
*  Tenpessee . .11 . 18 24 -+ . 95 .
Texas 35 67 94 254 .
Utgh o, 0 | 20. ° 29 ,
Verinont 0 0 0 12!
virginia ‘@ 14 32 65 13 . -
Washington 0 0 4 +39
. West Virginia 0 o . - 0 : 55
‘ Wisconsijn ‘1 0 42 70
Wyoming .0 0 _ 16 21
Total: all states  * 280 263 1,062 3,042i

- - R - — - -~ - - — — [ —

a Codnties with 40 percent or mo below the income povm) line andno more than
- 25 percent participation in federa tood assistance progra

b Counties with 25 percent or more below the income poverty line and no more than
33Gpercent participation in federal food assistance programs.

¢ Counties with less than two-thirds of eligible poor participating in some federal
‘food assistance program.

. 4 Does not include counties with large Ind:an reservation populations.
2 For food program purposes.
f Welfare districts. " L . t
¥ includes one independent city. T - ,
. h public assistance distrjcts. " .
i Includes thirty-seven independent cities. '
Iincludes forty independent eities. *

Source: U.S. Congress, Senate, Committee on Nutrition and Human Needs, Hunger
v —1973, 93rd Congress, 1st sessjon, May 1973, pp. 8, 10-12.
. A\

.

wealth (either current or discounted future incomes). As a result of
complaints from taxpayers, both college "students whose parents
. claim taX dependency or are not eligible for food stamp benefits and™
.leachers are no longer permitted to participate.”™ Even so, in Madi-
son. Wisconsin, for example, 65 percent of all recipients are college
" students,** and strikers are still eligible for full benefits if they
meet monthly income and asset requirements. Certain groups, such
g as the’ \'ahqﬁ‘i Labor-Management Foundation, have argued -that
food stamps and other welfare payments effegtively result in gov-
‘ernmental subsidies of strikes.® In fact, since the strikers can re- i
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ceive up to 84 percent of the national average hourly take-home pa
in food stamps and other welfare benefits, the incentives for striker
" tq reach early settlements is not so great as it might otherwise be.’
In the Westinghouse strike of 1970-1971. nearly all (98 percent) o
the workers residing in Delaware County. Pennsylvania. receive
- <ood stamps in January 1971." During 1973, it has been estimated
" th® strikers collected over $238 million in food stamp bonuses.’®
Some strikers find welfare and food stamp benefits sufficiently !
attractive that they do not return to work after strikes are terminated,
Continuous pressures to prohibit striker participation in the pro
gram have been unsuccessful to date.’* :
Another objective of the original food stamp program was to

“increase the incomes of food producers. distributors and retailers. "

Available evidence indicates that the food stamp program has been

, only partially successful in attaining these outcomes. After adjust-

ment is made for seasonal factors, it can be determined that sales

in participating stores increased an average of 8 percent during the

~..  DPilot projects.” Part of the increase is attributable to increased
* quantities of purchased food and part_to higher prices of food items oo

* included”” In one survey, prices of fifteen food groups in retail

stores participating in the pilot pryjects were found to have risen

“more than four times the national average rise during the same

time'* Approximately 8 percent of the total sales volume involved
—_ Tood coupons In another sample where food stamps represented
9 percent of sales volume. sales rose 7 percent when adjusted for
‘seasonal factors and short-tun price increases averaged 3.3 percent.’® |
. If the food stamp program continues to be expanded at its
- present rate, increases in national food sales and food prices could
become substantial. Before fiscal year 1973, food coupons always - ’
répresented less than 3 percent of national food sales. Current esti-
_miates. indicate they will exceed 7 percent of total sales by fiscal
~ year 1975 This increase should produce- increases ifi ecanomic
.+ activity for food producers and wholesale and retai] establishments.
A hypothetical (but characteristic) situation calculated for the study
of the food stamp-program in Del Norte and Humboldt counties (Cali-
* fornia) shows h('gw as p{ercen? increase in sales from food coupons
' can yield a 30 percent increase in profits."” % IR -

' It should be recognized" that the increased benefits to food
producers occur at the expense of other producers and' of con-
sumers. Fipst, a rise in food .prices reduces net benefits o food

« stamp recipients and imposes pecyniary losses on all members of s
society. including the nonparticipating poor. in proportion to their o
food consumption. These losses will, of course. be offset by lower”

= . —~
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prices of nonfood items, but the net effect of the two forces is
impossible to determine.. Second, incomes of nonfood producers.
wholesalers. and- retailers will fall relative to incomes in the food
industry.

Finally. there may be secondary benefits to taxpayers from
increased output if malnutrition is reduced. Improved nutrition may
significantly reduce the amount of resources needed to cure health
problems. Since malnutrition can be linked to infant and child
mortality. retardation, and other health problems, the costs of
solving these problems can be reduced by improvements in nutri-
tion. Moreaver. improved learning capacity and productivity from
reductions in malnutrition have been positively linked to national
development and growth.?' Several studies have shown that vitamin
and caloric supplementation of previously inadequate diets will
increase output. improive merit score. and reduce absenteeism and
turnover.*” Howeuer, since only a minority of low-income persons
had inadequate dicts before the food stamp program began and since
inadequacies were also found in the diets of various middle- and
upper-income groups (ranomg from 31 fo 22 percent through the
various levels). income supplementatlon does not appear to be’ the
best path for the elimination of malnutrition.*® .
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7 CHAPTER IV

A

ALTERNATIVES FOR
IMPROVING NUTRITION

°

Experience with the food stamp program indicates that increased
food assistance for the needy—one of the program’'s major cbjec-
tives—has been partly achieved. In the previous chapter, however,
a detailed analysis of this program revealed several important prob-
~ lems lying'in the way. Those who are concerned with these problems
generally confine their solutions to expanding the participation of
the poor. and to establishing tig'hlew*’éonlrols,*\over the program's
operations. While increased resources devoted to these purposes
may reduce hunger and malnutrition for the posr, few Kave asked if
more efficient programs could .be instituted lh&woﬂld permiit
greater improvement in nutrition and pro4i savings i federal
outlays and in the use of social‘tesources. )

The attempt to reaeh the various objecti\/es of the Food Stamp
Act of 1964 through a single program or policy-instrument suggests
.lha,t\'oﬁe or more of the objectives will not be fully satisfied for any

given resource commitment.! It would be unlikely that we would |

find the food stamp program simultaneously providing the best
agricultural incomes poltcy and the best method for reducing mal-
nutrition among the poor. Evidence strongly indicates that, for the
most part, the objective of improving nutrition has not been met.
If the nutrition objective is an important one, an alternative program
should be chosen. Furthermore, because food stamp recipients have

generally used the inereased food purchasing power to buy food -

service conveniences and because, in any case, most of the retail
food dollar goes to nonagricultural industries, federal expenditures
for providing bonus stamps do liitle for agricultural income. More-
over; new conditions have significantly increased the demand for
- agricultural products, elir‘N\'}\léling idle capacity in the inddstry. Con-

-
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“sequently. in recent vears the food stamp program has simply
increased the general cost of food rather than adding to output.
. When the Food Stamp Act was enacted in 1964 et farm in-
" come (in¢luding net inventory changes) was $3.815 per, farm (1967
dollars} By 1973 income per farm (1967 dollars) had risen to
$6.862. Even more striking has beeg the gain in farm per capita
disposable income relative to the gain in nonform per capita dis-
posable income. .In 1964 per capita personal disposable incomes for
the farm population were 62 percent of the incomes for the nonfarm
population.® In 1973 per capitas farm disposable incomes averaged
$3.913 or approximately 93 percent of the disposable income re-
ceived by the nonfarm population.*

.

Methods for Improving Diets

Attempts to improve nutrition may take the form of consumer edu-
cation, increased consumer incomes., improved nutrition informa-
tion. or lower nutrition costs. The degree of improvement in
nutrition brought about by higher incomes would. probably closely
approximate that achieved by the i'ood stamp program. When the
food stamp program resulted in a higher ratio of food expenditures
to nonfood expenditures than would have occurred with identical
but unconstrained incomes, the food stamp recipients were found
to select more com enient or palatable foods than they would other-
wise 'have selected. These foods, however, do not rniéeessarily im-
prove o\ erall nutrition and may actually reduce it. A similat degree
of nutritional improvement could be accomplished by a pure.cash
transfer. If such a transfer would produce results much. the same
as those produced by the food program. there would be no economic
reason for offering a separate food program. Yet, if the amount
taxpayers are willing to transfer depends on expected -recipient
- consumption and if taxpayers can be fooled by the earmarking of

cash transfers for food, then there may be political reasans for a
. separate in-kind transfer mechanism.

A second and more promising avenue for reducing malnutmxon
is to proude education on the value of improving nutrition as well
as on the dietary value of alternative food sources (including specific
combinations of foods) and on methods of preparing foods. The
reported success of the 1961 pilot food stamp programs may largely
have been a consequence of the educational material provided to

~ program participants.

A system requiring that sfandardized information bée printed on

- food and food produét’laabcls is another way of providing infogma-
56 ~-6«1'~'
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tion to consumers. In this way, the amount of nutrients or per-

centage of sminimum daily requirements per unit (ounce, pound,
“pint) would be readily available to buyers of food for home

consumption. - :

, While income supplementation”and improved nutritionul infor-

»  mation can be expécted to improve diets among the poor, the most
effective way at this objective is to lower the cost of nutrition.
When palatability of food is ignored, the answer to the question of
how to obtain the lowest-cost nutritionally adequate diet comes

. down to determining nutrition requirements for individuals, esti-

* mating the nutritional elements of each food, and identifying avail-
able foods® The lowest-cost nutritionally adequate diet ‘is deter-
mined by minimizing total food expenditure, subject to the condition
that the quantity of each nutrient shall be equal to or exceed the
daily required amount. While the obtained solution is unique, it is
sensitive to the chosen conditions. First, nutrition requirements vary
with age, sex, weight. climate. and physical activity. For many
nutrients. minimum requirements e uncertain. Second, the nutri-

" tional levels of many foods greme‘rtajn, as are the interrelation- .
ships agnong foods. Third, the nutritional contents of individual
foods”often vary substantially. For example, the ascorbic acid
content of 100 grams of apples varies from 21 milligrams in the
Ontario variety to 2 milligrams in the McIntosH variety.” Nutritional
contents also vary with soil and weather conditions and with food

¢ preparation. Finally, the solution is sensitive to changes in the
relative prices qf foods. sincé most of the minimum-cost nutritious
diets usually involve, fewer than ten’ different foods and the price

. of any one food would represent a large percentage of the total cos}.
Solutions to all the problems except for the last can be attained by
setting higher nutrition lévels.” The problem 'of changes in relative
prices ‘can be overcome by new calculations or by limiting food -
selection to those foods with demonstrated price stability over time.

. Increases in real income in the United States have effectively
eliminated “the need for recalculating the minimum cost diet. If
relative prices have not changed much, some indication of a "mini-
mum” cost diet can be obtained by multiplying the original quantities
of faod in such a diet by today’s prices. For example, the 1944
Stigler 3.000 calorie diet (consisting of wheat and pancake flour,
cabbage, spinach, and pork liver) could be obtained for $13.09 a

. month (832.91 less than_ the monthly allotment of $46.00) during

& . July 1974 in Charlottesville, Virginia.* Introducing a palatability

' constraint—for example, a constraint that foods included must be

puqcha§e(l sometime dyring the year by at least 90 percent of all

'
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families—raises the cast. Thus. with the 1955 Smith palatable diet,
a family of three could obtain an adequately nutritious and palatable
diet consisting of fresh milk, picnic ham, fresh carrots. fresh pota-
toes, white flour and oleomargarine for $67.21 a month in Char-
lottesville, Virginia, duting July 1974 (see Table 12)." This diet alst
introduces minimum levels for fat, carbohydrates and phosphorus in
addition to the other nutritional requirements. Because this diet was
calculated in 1955, there may be an alternative diet at lower cost
(this would be the case if relative prices have changed). In any
event, the cost of this diet is significantly below the monthly allot-
ment of 5118 for July 1974.

'Determination of the most economical nutritionally adequate
diet may be necessary, but this is not sufficient for reducing malnu-
trition of the poor. The choice among particular forms of voluntary

Table_ 12

MINIMUM-COST PALATABLE DIET FOR A FAMILY OF THREE
FOR FOUR WEEKS, MAY 1955 AND JULY 1974 .

-

Expenditure

. Price . ($ per 4-week
Quantity ($ per Ib.) period)
(Ib. per ~
4-week May July:® May . July
Commodity ) * fpefiod) 1955 1974. - 1955 1974
Milk ) .
Fresh, homogenized,
plain . © 139.116 $.082 $.199 $ 1141 § 2768
Fats © © .0 o S e Lm0 :
" Oleomargarine”’ * 4373 240 .390 1.05 1.71
Green and yellow
“vegetables ‘ °
Fresh carrots 6.035 160 245 97 1.48
All other vegetables ' : n
Fresh potatoes - 83.415 .060 .100 5.00 8.34
Pork p ‘ - -
Picnic ham; cured butts ~ 10.473 341 990 3.57 10.37
Flour - L . b
White, enriched’ © 65,906 .096 .189 6.33 12.46
Total expenditure in ' ,
four-week.period ($) . - $ 28.33 $ 62.04
Total annual - - . '
expenditure ($) . $368.29 $806.52

Sources: May 1955 prices from Victor E. Smith, Electronic Cbmbutation of Human
Diets (East Lansifig. Michigan State University Business Studies, 1963),.p. 21;
July 1974 prices from author survey of three food markets (Big Star, Safeway, and

. Re(d Super Save) in Charlottesville, Virginia, July 1974.
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nutrition programs is somewhat difficult since littl¢ is known about . %
producer and consumer responses. One method of incfeasing nutri-, .
tion devels is to fortify the foods'most commonly eaten by needy
families. However, because excess levels of some nutrients like
iron may be harmful, car¢ must be taken in determining fortificatiqn
levels. Another method of increasing nutrition levels is the introduc-
tion of new low-cost nutritious foods for home consumption or the
introduction of prepared meals. This latter method has been chosen

for school children. and studies indicate that the schpol breakfast
and lugch programs have been relatively successful in improving e
nutrition.'” Finally, naturally nutritious foods could be subsidized
so that their market price would be losvered and consumption would
be encouraged.

Each way of attacking the problem of nutrition hag its own set

. of problems. Nutrient fortification of commonly chosen foods, for
_~ example, probably has the lowest cost of all the methods, but it does
" not ensure that home-served meals will contain adequate nutrition.
Moreover, new fortified food would'ffivolve information expenses in
inforining Botential customers of the -fortification. Expanding the
prepared-meals programs to take in additional participants would
also be difficult and would entail significantly higher average costs
_ than the (:'urrep_lt)rogram, inasmuch as the marginal costs of pro-
viding prepared_ teals at schools in the current program are below
the marginal costs for expandjng the program to nonschool needy
individuals. Finally, while subsidics to reduce prices of nutritious
foods would,increase consumption of those foods, thete is no assur-
ance that the groups with the highest rates of malnutrition would
choose these foods to consume. ] .

In addition to the general difficulties of solving the problem of
nutrition, programs mus! cope with the wide differences ih,:’the
conditions of the poor througkout the United States. There are, for .. -
example, differenees in gverage age and in the distribution of age,
sex, and family stytus A.mong Idcalities. Moreover, differences in
climatic ‘conditiony alter nutritional requiremefits, and local varia- :
tions in social conditions and in food preferences. may also be
important. Local variations in food prices will alter the most effi-
cient sblution to particular geographic nutrition problems. Finally,
certain areas may have’ extensive locally financed government or
nonprofit programs that would be replaced by a federal program.

When such conditions exist, it is more likely that malnutrition will
be reduced if federal programs_directly seek particular nutritional
improyements rather than going indirectly through the food stamp
program. o ) .
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Local Nutrition Incentives Program
A possible federal transfer program for satisfying many of these
conditions muy be called the Local Nutrition Incentives Program
(LNIP)."" Under LNIP, federal funds for the firdt year of the program
would be transferred to localities according to the ratio of malnutri-
tion in the community to malnutrition in the nation.”” Funds could
be distributed to any certified organization whose activities reduced
malnutrition. In the second year, some part of available revenues
(say 80 percent) would be transferred to localities according to this
formula and the remaining part (say 20 percent) would be dis-
tributed to localities according to their relative improvements in
nutrition."* Nutritional improvements could be defined as the num-
. ber of individuals who moved from inadequate diets to at least
" minimum nutritionally acceptable diets.'* Adjustments for changes
in the needy population would, of course, be necessary. Such
measurements would also require an increase in the statistical activi- .
ties of the. federul government. Since reduction of malnutrition is .
probably an increasing-cost activity (that is, costs increase more than
proportionally}, some adjustment should be'made for the percentage
’ decrease in local malnutrition. The percentage of the funds devoted
to improvement puyments would be gradually increased over timé.
- ° 4
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For over a decade the U.S. food stamp program has attempted to
solvé two problems—low agricultural"incomes 4nd malnutrition o
among the poor—with the same instrument.» D) spite the apparent

success of the initial pilot programs; neither godl has been achieved, .

even under the current multibillion-dollag/funding levels. Mean-

* while, agricultural incomes have increas

greatly relative to urban
ith food stamps, and
cultural incomes.

comes. generally from the

] specifically from the structure of
ogram. “The benefit structure has produced recipient

t to solve two or more poten-.

t
valﬁuation@ofﬂthe food coupons significantly below the market values
of the in-kind transfers. 'Some estimates (discussed in Chapter III) Lo
indicate that the av'erzfge household” receiving food stamps values
-themgpt approximately 82 percent of their market value. When
recipient valug@nm in-kind transfer is below the market price,
‘the program generates waste (18 percent of the transfer in this case).
Participants will then attempt™to reduce waste by purchasing con-
venience in specially prepared foods, by purchasing foods in the
* high-prite, service-oriented stores, by choosing more palatable foods
which “are not necessarily*as nutritious as those they would other- |
“wisé choose, or by illegally trading food stamps for other goods or
cash. Even increased levels of food consumption have apparently.

" fgiled to make s
diets; >

ignificant nutfitional improvements in. participants’

-

. - . . ' L R . .. , )
N Mirimum estimates of the administrative costs of Iocal, state

. .. nd federal administration of the food stamp program place those.
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costs at approximately 9 percent of the total federal bonus of addi-
tional food purchasing power (discussed in Chapter II). Certain
costs, such as local and state overhead or fixed costs and enforce-
ment costs, are omitted from this estimate. "Finally, participan} costs
of obtaining and using food stamps, as well as the costs”to nons
participants who must wait in the retail store check-out lifes while
the foad is sorted, are also ignored.

The major findings of this study should be discongrting both to
taxpayers and to food stamp recipients. Estimated erage monthly
administrative costs were $4.21 per houschold in 1972 (discussed in
Chapter 11). When combined with av erage recipient waste the total
monthly costs of the distortion of food consumption becomes $11.96
per, household. - Because food stamp regulations effectively transfer
general purchasing power (equivalent to cash) and because recipients
would purchase some additional food if given cash instead of food
stamps, incrcased food intake amounts to only $17.24 a month
{discussed in Chapter III).

There also appears to be considerable doubt on the value of .

external bepefits to taxpayers who are concerned with increasing
agricultural income and improving the.nutritional adequacy of diets,
for the poor. The food stamp program has generally failed to meet
its objdctive of agricultural ingome supplementation. While the
program ‘hag ‘increased food sales and food prices (discussed in
Chapter 1) little of this increase has flowed through to low-income
farmers. The ro(‘er;tllse in agricultural incomes to levels approach-
ing those in the nonagricultural sectors of the economy stems from
other forces, such as higher food demand and prices in the world
market, rather ‘than the federal food stamp program.

The problem of agricultural income supplementation may have
been solved by (hdngxﬂg domestic and foreign food demand, but the
problem of malnutrition remains. In some cases, nutrition may be
hindered rather than holpcd by the food stamp program. Recipients

" are able*to substitute more palatable or more conveniently packaged |

foods, such as steak or prepared dinners, for cheaper {but not nece/

sarily less nutritious) foods. The presence of malnutrition among

" families well above the poverty line clearly mdxcg:tes that income

supplementation in the form of food stamps wﬂl-not automahcally
eliminate malnutrition.

If problems of malnutrition are to be reduced an alterqahve
solution appears to be necessary. Food labeling and educational
programs may be helpful. But these. answers may fail to provide
the flexibility necessary for solving nutrition problems; since solu-
tions for malnutrition vary substantially {rom region to region. The

o
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“effectiveness of federal nutrition efforts would be maximized by a
program that transferred funds to local communities and rewarded
nutritional improvements (discussed in Chapter IV). In addition,
there is some evidence that (1) participation by certain groups of the
population, such as strikers, and (2] the selling of fodd coupons
produce negative benefits to taxpayers. Finally, the existing govern-
mental structure for determining federal programs may permit the
establishment of,a program that has negative net benefits {discussed
in Appendix C), . / ’

Owerall, the food stamp program has failed to serve its twin
objectives of improving\nutrition among the poor and supplementing
agricultural incomes, despite the tremendous growth in funding over
the past decade. Nor does the program supplement inco effi-
ciently, since the governmemt spends in excgss of $1.09To provide
$1 00 in supplementary in-kihd (food) income which the recipients
valug at 82 cents. If the stated objectives of the program are

programs that are more eifective. Even if it is not replaged, it mig
Be abolished on ‘the grouhds that it fails to satisfy the objectives of

{

¥, important, then the food starfip program must be repl(acedh with’

the enabling legislation as”amended. . . -
2 .
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APPENDIX A: ECONOMICS OF FOOD STAMP BENEFITS:
AND PARTICIPATION® ./ 4

a

This appendix gives a geometric in{e etation of foodxmp partici-
pation and nonparticipation and identifies the “benefit {he recipi-
ents. Figure A-1 represents alternative faftily preference functions
—
. for food and nonfood commodities.” Th{¥”preferences are shown
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by the cures S..S., S.. et cetera™which de}—qict various combinations
of food and nonfood commodities that vield the same amou‘n\o
sahsfa(txon or unlm to the fdmll\ The shape of the utility curve

{* amount each Xmuly is willing to give up d( 'pends on the personal
valuation of futd and nonfdbd commodities and varies in an inverse
proportion to the ambdunt of the commodity available for consump-

. Hon. For any family the lower the amount of food consumed the
higher jis the personal valuation of food. Not all families have
identisal tastes. Some eligible gfamilies place a relatively, low,
personal valuation on food and dre willing to give up large amourits
of food to abtain small increments of nonfood commodmes. Famihes ‘
with these tastes would have equal satisfaction (utility) combina+’

. tions of food and ponfood, cemmodities such as are represented by
S: 1n Figure -1 Other families with a relatively high preference
for food commaodities would have equal satisfackon combinations
of food and nonfood tummoditit 9 such as are represented by Sz The

: ma1(z£§t\ of eligible families is likely o fall somewhere between .
thése two extremes and ‘would have equal utility comBinations of
food and nonfood commodities such as are represented by S.. In the .

¢ absence of a food stamp program. the family chooses the combina— ?

. tion of food and nonfaod commodities that makes 1ts relative prefer-
ence for these two rfood's tqual to exchange opportunities given to
it by the relative prices in the market. In Figure A1 participants
with preferences represented b\ S, would choose O.\ units of food .
and QM units of nonfood commodities when the relative price of .
food is ON OG. Families with pre ferences represenied by S: would ;
choose OC units of food_ and O] units of ‘nonfood commodities. and
those whose tastes are represented by S would choose OF {food)
and OI {nonfood) rospoctl\'(']\'

. A food stamp progrdm with a purchase rcqunrpment {and no '

ariable purchuse options) can be shown to consist-of the’ purchase
roc{mromont KN (or.ON - OK) if valued at nonfood prices and OB
if valued at food pricesIn exchange the recipient, receives food
stamps capable o purchasing OF units of foad comdmodities. In this '
figure the food st mp, bomus or transfer is BE {or OE+OB). In the

absence of varibN plmhaso options. eligible recipients with prefes .

ences for food and\apnfoéd commaditics: represented 1)» S would

) not parlicipate in the~fo stamp program. oy

. . This can be seen, 'byVa comparisgn of the level of sahsfactlon

) (S.) attained in thé ab& of the food slam&progmm with the*

level of sansfamon alta'nod bv\wnclpanon in the program. In

. * . ot
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Figure A-1, S, is ‘above the level of satisfaction that contains OE
units of food and OK units of nonfood commodities. Eligible recipi-
ents who value food commodities very highly may find the federal
food coupon bonus equivalent to a cash transfer -and purchase
additional units of food For example. in Figure A-1 eligible recipi-
ents with tastes represented by S, would participate in the food
stamp program. moving to a higher level of satisfaction S. and
~urchasing more food than they did before they were in the program.
Finally. most Lhmble recipients™vith preferences lving between these
two extremes will participate in the program because it permits
consumption of a higher-valued combination of food and nonfood
commodities. but would prefer receivinga cash tranéfer representing
the same federal expenditure to receiving the food coupons. In the
absence of the program these recipients would consume OC units of.
food and O] units of nonfood commodities. The federal food.stamp.
bonus permits the:tonsumption of OE food artd OK nonfood com-
modities. valued at S.". a level of satisfaction higher than S.. A cash
transfer equal to the bonus. howeyver, would allow the participant
to substitute KL {of OL—0K] units of nonfood commiodities for DE
(or OE— 0D} units of food and*attain a hloher level of utility or
satisfaction atS.. .

Oné “can also analyze the consequences of a variable purchase
gption where participants may elect td select some frachonljzf the
monthly food stamp allotment. The current food stamp program
allows recipients to purchase one-fourth. one-half, or three-fourths
of the ‘monthly coupon- allotment. These 1 ariable purchase opy) ns
are shown in Figure .\"1. {Each variable purchase ophon also permits
the recipient to, buy more than the chosen frachonal allotment.)
Vith variable purchase. some individuals who otherwise would net
participate may find participation ady antageous and join the program.
In Figure .\-1, families who have preferences represented by §) and
who did not participate when the full allotrent was required. w ould
choose the variable purchase option with one-fourth of the total |
allotment and increase their satisfaction to S, These recipients
would still prefer. however. an equivalent cash transfer permitting
the higher utility leael Si”. Those families with tastes represented
by S. may not find the current \ariable purchase option useful A
reaching higher satisfaction (see Figure A-1). :

» The federal food w.oupon bonus. BE. for individuals with prefer-

"€nces mpr(senled by S. in Figure As2 is divisible into (1) a lx;ansfer
in general purchasing power, (2) a transfer in specific {food) pur-
chasmﬂ power. and (3) \\asle These amounts,are BC (or OC—OB),

71 '
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. - Figure A-2
DISTRIBUTION OF RECIPIENT BENEEITS
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CD {or OD—OC). and+DE (or OE— OD) respectively, multiplied by
the price of food One finds the transfer in general purchasing power
by taking the difference between the purchase requirement and the
amouht spent on food in the absence of the food program. To obtain
sthe transfer in specific purchasing power one must determine a cash
subsidy equivalent to the subjective valuation-of the bonus food
stamps. This means one must find the amount of cash necessary for
the recipient to be left at the same level of satisfaction given by the
food stamp bonus, S_*. In Figure A-2, this amount is BD {or OD—OB).
The difference between the subjective valuation of the food stamp
bonus and the general purchasing-power transfer is the specific or
food purchasing-power transfer. The specific purchasing:power
transfer is CD (or OD - OC}, dnd the remaining portion of the| onus

DE {or OE—OD) is waste. Through variable purchase options, 'such

as those currently offered under the food stamp program, waste and
federal program costs can be reduced {since the bonus falls to .AD,

which is three-fourths of BE), while benefits rise. This Mn be .
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checked by calculatxon of the transfer in general purchasing power, '
the transfer of specific purchasing power, and the waste occurring
when the recipient increases satisfaction by moving to S.” with OD

unit offood and OL units of nonfood commodities under the variable

<
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APPENDIX B: ESTIMATING PARTICIPANT BENEFITS

Estimated \alues of the dlstrlbutlon of the food stathp bonus into
general purchasing power, specific purchasing power, and waste
* were determined by a solution of the following equgtions:

Bonus = {monthly food allotment] - (monthly purchase re- )
-quirement) “ .
~ peneral purchasing power = (rhonthly food expenditure in
absence of food stamp program .participation) — [monthly
purchase requirement)
- Specific purchasing power = (recipient's beneﬁts or valua- = _~
- tlon of thebonus’ fopd stamps) — (genetal purchasing power) S

Whste = (bonus) — [{general purchasmg power) + (specific
purchasing power)] y

Monthly food allotments and purchase requxrements were obtained
from the Food and Nutrition Service, United States Departmgnt of
Agriculture. The amount of monthly fodd expenditures in the .

" absence df food stamp program partmlpatibn\)ﬁis determined by BEPS
multiplication of participant income {calculated™at_the midpoint
of the income class) by the fraction (p) spent on food {determined
from budgetary studies). - The valuation of the food coupons by
parlicipants is significantly_more difficult to estimate, but if the, -
proportnor:yt on food in the .absence of a food stamp program . .-
is constant@mong eligible households, if market prices are relatively
constant, and if the household s utility function is representative of
the individuals comprising if, then benefits can be estimated by a

Cobb-Douglas utility function of the following form:” .  _ : / )
- Recipient’s benefits = \ o
monthly \ * /- monthly monthly ~\ !~ :
B -food dnsposablc —  purchase : dln?n'tmbll
allotment J income requirement - — disposable
: P T=p incorne

. A

Benefits were calculated for.one- -person through nine-person house- .
holds in each mcome class with the use of Food and Nutrition Ser~- °
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vite data for June 1972 and a value of 0.33 for p. The results are
reported in Table 6. In Table 7, the benefits for each income class
were determined by a weighting of the bengfifs to each houschold
size through participation. Overall benefit§ are a weighted average
(based on participation) of benefits for all incomes and- household
sizes. Average monthly allotment ivas determined by a multiplica-
tion of the allotment for each household size by participation, a
summing over all income classes, and division of the sum by the
total number of participants. - '

An indication of the overall reliability of estimates of benefits to
recipients of the food stamp program is provided by an indirect test
whether the bonus or the recipient benefits make a better predictor
of participation by eligible housecholds. The probability of partici-.
°pation by any eligible household is postulated to be

E2 -
H, = B, + 6.B. where H, = probability of participation :
. , ' by eligible recipient;
Ho:©1>0and6: =0 ;  Bi = secipient\bonus;
#H;:8;, =0andO:>0 B. = calculated recipient beneﬁ}s.

" Number of parti;ipanis in the food stamp program and the-numbers
of households dligible were obtained from the Food and Nitrition
Service, U.8 Department of Agriculure. and the U.S. Department of
Commerce, respectively. Bonuses and benefits for each household
are given in Table 6. Chapter 111. Calculated results using ordinary

* least squares regression (with t statistics below the estimated coeffi-

cignt) are: e

0%
- .

» H, = — .00084B, + .01158B: .-
(—051) " (+4.61)

. RP=147 7 .

v Faan = 27.04

K

It appears that one must accept the alternative hypothesis that the - -
bonus does not. and calculated benefits to recipients do, explain
participation in the program. -
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APPEND]X C: PUBLIC PROGRAMS AND .ot
GOVERNMENTAL FINANCING ) K

Thisgxpp dix discusses certain consequences of the logrolling pro-

government. Consider the hypothetical demands Jor four
public programs by five different groups as illustrated in Table C-1.
Total program .benefits, costs, and net benefits are given for each
program. The total benéfits from Program 1 are $40.5 billion and the
total costs-$28.0 billion, yielding a .net benefit of $12.5 billion. f
pmcc discrimination (the charging of different prices for the same

Al .

- R - Table G4
_ ’ BENEFITS COSTS, AND NE'?XBENEFITS FOR PROGRAMS

. WITH THE PUBLIC GOOD CHARACTERISTIC
H . ($ in billions) .
o Program1 Program2 Ptogram3 Progrgm? Total
- Benefits .
. See# .
GroupA " 75. 3.0 8.0 -15 17.
Gro~8 - 8.0 12.0 2.0 3.0 ~ 25,
“GroupC. - "* 75 . 30 115 =~ =25 19.5
, Group D 12.0 -15 . 60 . 0.0 16.5
Group E 55 75 50 . - 1.0 17.0-
Total - 40.5 24.0 325 | -20" 95.0
Total costs 28.0 150 . 330  _3o' 179.0
Net benefits 12.5 -9.0 -0.5 -5.0 16.0
Individual programs . o
Majority -0.0 -3.0 -3.0 .
(37. 5—28 0) (15.0-15.0) (30.0-33.0). X 3.0) . -
T Unamg'rjt\r ~15.0 —23.0 -3.

(27. 5—28 0}~ (0-15.0) -(10,0-33.0) (0-3.0)
Allprodrams (16.4x5) —Q!so+1so+3so+30)—3o

Note: Program benefits represent the poin} where margrnal program benefits equal .
margmal prograpn coss. v -
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program) were permitted and excldsion of noncontributors were -
possible, this program could be provided without governmental
action because net benefits are $12.5 billion. Program 2 (with $9.0
billion in net benefits) would also be produced without governmental
action if the same assumptions held. Because the net benefits of
Programs 3 and 4 are negative, they, would not be produced by

nongovernmental organizations. Diffgrent assumptions would pro-
" duce different outcomes. For example, if exclusion is possible but

price discrimination is not, Program 1 would be provided, but
Programs 2, 3. and 4 would not be provided. A contribution of
_S87.5 billion each from groups A. B, C and D would provide revenues
of §30.0 billion, yielding a producer's surplus of $2.0 billion if the
producer chose the optimal output.

Similarly, provisionNof g servict by government units will gen-
erally alter outcomes. Suppose g&'ernn’iental institutions are de-
signed in such a way that all groups must participate if a program
i$ to be provided, but public programs do not permit tax discrimi-
nation {that is. individuals with the same taxable income must pay
the same tax). If the provision for each program were made sepa-
rately but unanimity were required for passage, none of the pro-

grams would be provided inasmuch as the available total revenues

for Programs 1 through 4 are —$0.5, —$15.0. —$23.0 and —$3.0
billion respectively. If, however, a majorily vote were required for
“passage, then Prograih 1 would be produced because each of the
we groups would be taxed $7.5 billion and total program costs are

\ only $28.0 billion. If all four programs were simultaneously offered

\to the groups for $16.4 billion each and the groups were required to
accept four programis or none, then both a majority vote and a pro-
vision for unanimity would produce the same outcome: all four
programs would be provided. Because each group values the total of
all four programs in excess of $16.4 billion, the groups would all
vote to provide the entire pqckage even though the net benefits of
Programs 3 and 4. (and the gross benefits for Program 4) were
negative. .

Since this set of assumptions (individuals do not vote on each
program. oufcomes are decided by majority rule, and Priee discrimi-
nation is prohibited) #osely approximates the facts-of the current
situation, one capdot be certain that any particular program js
unlike Program 3°or Program 4 in the example. '

7
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'APPENDIX D: STUDIES OF FOOD NUTRITION

Despite a number of studies of hunger and malnutrition in the United
States, precise information on the nature and magnitudejf the

Lad

problem is lacking. The Ten-State Nutrition Survey (the Jargest.
U.S. nutrition survey) warns that the population studied whas not
representative and survey findings cannot be extrapolated\to the
general population. Moreover, it is extremely difficutt (even assum-
ing for the moment that the technical problems of measurement, —
nutritional mtcrrelatlonshlps and human reactions can be solved)
to clarify the relatlonshlps betwecn nutritious diets and bther vari-
“ables. There are differences in househ.old diets as the result of .
nutritional information, homemaker education, geographic location,
climate, pow density, ethnic background, age distribution,.
activity levels, income and other variables.! o 0

Education usually, but not always, increases dietary adequacy.®
Higher incomes secem to be accompanied by more nutritious diets.
For example, Figure D-1 shows that in 1965 the proportion of house-
holds that met recommended .allowances for. seves nutrients rose
from 37 percent for incomes under $3,000 to 63 percent for i incomes
$10,000 ‘or over. Nevertheless, when average income rises, it is
possxble that overall dietary quality will fall. Only 50 percent of all
households consumed the recommended allowances for seven nutri-
ents in 1965, a full 10 percent lower than in 1955, despite a 25 percé’nt
rise in per capita real disposable income between 1955 and 1965.%
Also the number of poor diets (diets with less than «twe-thirds
allowance for one to seven nutrients) rose from 15 percent in 1955
o 21 percent in 1965, The decline in overall dietary adequacy from
1955 to.1965 can be attributed to decreased use. of milk and milk~ ~
praducts, flour and cereals, and vegetables and fruit and increased
use of bakery products. More recent informafion’ indicates that the
trend evident from 1955 to 1965 has not reversed. For_example, both
young children. (one to three years) and teenagers (twelve through
fourteen) had a\erage l,pwer nutrition intakes of calories, protein,
calcium, “vitamin _A, and riboflavin in 1968-1970, than' in 1965.°
Fma]ly, even under the most controllable s:tuatxons. malnutrl’txon ;

-
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Figure D=1

INCOME AND QUALITY OF DIETS
(Nationwide Household Fopd Consumption Survey, Sp_rfng 1965)

Good dietse Poor d:etsb ,

Under $3.000 o,
* > \\\ \\\ \
, — <
$3.000 - $4,999 43% \\\
. \\
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$5.000 - 56,999 _ 53% .
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$7.000 - $9.999 | \' . %% . \\\\\m
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a Met recommended dietary allowance for seven nulrients
b Had less than two-thirds allowance for one/to seven nutrients

. Source US Congress Senate. Select Commmee on Nutrition and Human Needs,

Poverty: Malnutrition, and Federal FoofAssastanqe Programs A Statistical Sum-*
mary. Seplember=+968, p 5 . | - . -

- . .

[ ‘ - . A . i
can be a serlous problem. Evidence suggesTNQlat malnutntxon among .
hospitalized. patients under physician .are s nne of the most

serious nutritional problems of our time, Although the nation is
spendmgémmse for food nutrition does Pot appear to be 1mprov1ng .
s:gmi“canﬂ/ I y

Recent nutritional outcome of the food sJamp pmgram appears
to be equally poor (seeTable D- -1). When thevdutcome'is adjusted for

"other varjables, the only factor that systemaxcaﬂy‘ appears to

1mpr0\e diets 1s a program of nutrition educatio (mcome is some-
times a significant variable but is highly correlated with education).
In fact, evidence sug ggests that food stamp recxpxents spend a good
portion of_their increased * ‘food purchasing power *.for more pgla-
.table or n}oré‘ convemently ffickaged foods.” In one study, food
stamp participants were found'to chopse relatively more Jprocessedr -
meat (24 percent of total meat purchases) and prepared dinner axds/
(5 percent of total food expendltures) than nonpartxcxpants (who
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. Table D-1

RECENT STUDIES OF NUTRITION FOR FOOD STAMP
PARTICIPANTS AND NONPARTICIPANTS, 1972-1973

*

Location of Study

Major Findings

Central Pennsylvania Families in the food stamp program between

. . * 1969 and 1970 had only a small improvement in

dietary adequacy, which was not significant in

. one -of the two rurgl areas studied. ;

North Carolina Multiple regression results show that the food

- : stamp program does not significantly improve.

M nutrient. intake, but that income and homeg-
maker’s education level bothcontribute to im- | .-
. proved diets. N e "o

Northern California Increased food purchasing bdwer increased
T food expenditure, but did not alter overall prod-
uct mix among participants and nonparticipants.

'. United States Average servings of milk, meat, fruit and vege-
< : tables, and bread-and cereal were approximately
equal for food stamp- participants and nogpar-

ticipants in the Food and Nutition .Educa;i}n-

ey ‘program, despite highei-incomes for fgod stan
‘participants.. - - ;

b -

. . g A

Sources: J. Patrick Madden and Marion D. Yoder. Program Evaluation: Food Stamps

and Commodity Distribution in Rural Areas of Central Pennsylvania {University Park,

.t ’.Penn: Pennsylvania State University, June 1972), Dale M. Hodver and James K.
. Whittaker, Regression Analysis of the North Carolina Nutrition Survéy Data: Some

N Problems and Tentative Findings (Raleigh, N.C.: Institute of Statistics, North Carolina
State Unlvergfty, December 1972). S. H. Logan and D. B. DeLoach, The Fgod Stamp ‘.

I Norte and Humboldt Counties, Californig (Davis, .Calif..” California

Program - Dé
Agricultural Experiment Station, 1973), and J. Gerald Feaster and Garey B. Perkins,
Families in the¢ Expanded Food and Nutrition Education Program: Comparison of
Food Stamp/ and Food Distribution Program Rarticipants and Nonparticipants, .
.Agn‘cuhgrél Economic Report No. 236, September 1973. , ‘ / I
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- spent 18 percent,of their meat budget on processed meat and 3 per-" , , - .
*  cent of their total food purchases 6n prepared dinner aids).®> In sum,
nutrition in the United States dees not'appear_t_orzafve‘been improv-

ifig in roﬁt@iﬁg}sﬂnd jincreased use of food sfa ps will riot neces- R

- sarily lead fo-iprovement. N L )
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- NOTES

- NOTES TO FOREWORD

IS, H Logar.l and D. B. DeLoach, The Food Stamp Progrdm:: Del Norte and
Humboldt Countiés, California (Davis, Calif.: California Agrieultural Experiment
Station, 1973}, pp. 9-10. .

. .
% Dietary Levels of Households in the United States (Washington, D. C.: US.
Department of Agriculture, 1957), pp. 4041. . ) . i
%In 1970, Kberalization of the program introduced the optioh of purchasing
. less than‘the full issue of stamps. About 6 percent of participants have chosen .
. the reduced option. LT " o T ,
) * Economic Research Service, Borius Food Stemps and Cash Income Supple- .
s - .ments (Washington, D. C.: U.S. Department of Agriculthre, October 1974). . os
. 3U.8. “Congress, Subcommittee on Fiscal Policy of the Joint Economic
Committee, Income Securily for Americans: Recgmmendations »of tfle Pdhlic_.
Welfare Study, 93rd Gongress, 2d session, Decembet 5, 1974, p. 11.
©Edgar K. Browning, Redistribution and the Welfare P,
. D. C.: American Enterprse Institute, forthcoming). R
: ' 7David H. Greenberg.and Marvin Kosters, “Income 'Guarantees‘;y\xd the
Working l%?ar: The Effect of IncomerMaintenance%I_’irograms on the Hours of , .
I

.
A
£
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Work of Male FamiJy Heads,” in G..G. Caih and . W. Watts, eds., Incomg-s" ' -
’Mrrinlgnﬂnce and Lobor Supply (Chicago: Rand Mcﬁ@%ly Publishing Co., 4973},
P ’p_/ggk’ . M P ? CL . .
- NOTES TO INTRODUGTION o :

> / 1can Enterprise Instidute, 1963). . .- ) :

. . *In addition, sec. 32 of the Potato Control Act.of 1935 §P.L:.74-320) allpwed
~ the secretary of agriculture to encourage domestic consumption of agricultural *
) commodities by altering normal channels of trade and commerce. See J. M. L e
) Whetmore, M E. Abel, E. W. Learn, and W. W. Cochrane, Policies for Exponding - %
the Demand for Farm Food Products in the Unitgd States, History and,Poten- '
tigls, Agricultural Experiment Station Teehnical Budfetin No. 231 (Minneapolis:
University of Minnesota, 1959}, pt. 1, for a -hi;'m{y of Xhis act. ’ .

i - V- . . g . . T
-~ 1Don Paarlherg, Subsidized Fooc Consumph‘ig (Washington, D..C.; Amer-

-

<

. / % Paarlberg. Subsidized Food Consumption, pp* n-12. , o
1 See Chapter L. O e 1 .. N
5 See Chapter 1IL R A < .

~ ~Y%See Figure 1 in Ghapter L. P L e e
TUS. Congress, Senate, Selec{ Commiitee on Nutrition and Human Needs.
L.~ ‘Hunger—1973, 93rd Congress. 1st session, Mdy 1973, pp.10-12. o ‘
.S RL. 92:603, sec. 411. . Tt - . < .
‘ T e T *

. " . NOTES TO CHAPTER I =~ ="+ *- .
h‘ iy /

N ., v - .
' See Whetmore et al., Policjes fdr Expanding.Demaf
the United States, Murray R. Benedict, Farm Politi

Jor Farm Products m
of 'the_United- States, :

‘.

. 1790-1950" (New York: Twentieth Cejtury Fund, 19 ,.and Gilbert Y. Steiner,
- The State of Welfare (Washington. B. C.: The Brogkings Institution, 1971).
. ) .’ . ::‘;,‘. K ! “.’w v 1, N X
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7 gress, 2d ses
T ! Exe€utive Order 10914, January 24, 1961. . o
’ '(Y%ngressmnul Quarterly Almanac, vol. 17 {1961), p. 863.
"

~./ p. 38.
’ _ " «13The Food Stamp—»Prm,mm JAn Initial Evalugtion of the Pilot Projecfs, .
o _ _Food Dmmbutmn Duvision, Agncull'urql Mar/ketmg Se;uco United States .
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= Cungresswnal Quarterly Ahnanac, vol. 24 {1968}, p. 441.

3 Food Stamp Act of 1964, P.L. 88-525, sec. 1.

'US Congress; House of Representatives, Food Stamp Act of 1 64, H.
,Rept. 1228, 88th Congress, 2d session, pp. 26-31.

“Us Dvpartment of Agriculture, Eating the Surplus through th¢ Food
Stamp Plan, pamphlet, March 1941, p. 1.
, "USs Congress. Housv of Representatnes, I'ood Stamp Act of 1964, H. Rept
1228

7 Steiner, State Welfﬂre p- 199. .
~US CongreSs, Senate, Food Stamp Act of 1964, S. Rept. 1124, 88th Con¢
n, p. 2.

[

Kentucky,” Detroit™Michigan, the Virginia-Hibbing- Nashwauk area of Minnesota,
Silver Box County; Montana, San Miguel County, New Mexico, Fayette County,
Peunsylvania, and MgDowell County, West erglma Before the inauguration
of the food stamp program, ehgible needy persons in these areas could obtain
some foods through the Department of Agncultures donahon of commodmes
] undet its direct distribution program. - N T
U S Congress, Sénpte. Committeg on Agncultur@ and Forestry, Hearmgs
g on Food Stamp Act of 1964, 88th Gongress 2d session, June 18 and 19 1964.

exg,htn%xlot areas were Franklin County, Illinois, Floyd (,ounty,

l)opartmcnt O{Agnrul'(ure Aprilige2, p. 13.
i (‘()n;,resswuul Quarterly Almanac, vol. 20 (1964), p. 115, 7.
%P L. 88-525, and Code of Federal Regulgtions, 1969, vol. 7, pts’
‘/3 P.L 88-528, sece? (a).., C e
17 See, for examplv P.I. 88-573 (1964) P.L. 88-635 (1964) P.I, 89- 316 (‘1965)
PL 89556 (1966), 90-91 (1967),. P.L. 90-113 (1967). P.L. 90-463 (1968),
P 1. 90-552 (1968}, PLcQO 698 (1968), PI 91- 116 {1969), P.L. 91-127, {1969), and
P L. 91-305 (1970). 4 .
18 See Table 51n Chapter { PR ‘ 2l .
1" See Federal Register, vol. 40 '[]anuary,_ 9, 1 5% pp. 1882-1900; and .
Jdmmrv 10, 1975, p. 2204, for addmonal fgod' et'lmp egu atxovr:i_', " .

-
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‘ NOTES TO CHAPTER 11 L B

‘. 1U's, CongroS’;“Sengte. Select Commutee on Nutmxon and Human Needs, L, -
Poml Progront, Technical Amgéndments, 93rd Congress, 2d session, March 1974, *
. *US Congress, Senate, CommH{ee on Appropriations, Hegrings on Qepart- |

-ment of Agriculture and Related, Agenc:ee Appropriations for Fiscal Year. 1973, .
92d Congress, 2d session, pt.*1, p!. 1104, 0

3An average participant- operating cost ¥ $5.75 for 19?’0 "Consequently
calculations from Table'5 yield nonfederal operatmg costs of 4.5 percent [($5.75)

.{3401) — $5508] A study of wclfare cxpendltpres in California showed 4 percent

, adminjstrative costs for the food stamp program in 1967-1968, spe California

= Iegxslature Senate, Subcommittee on General Research, A Study ‘of Welfare
. Experiditares, vol. 21, no. 18[196‘1) .Pp. 235-30.
‘ - 8 H, Logan and D. B! DeLoach The Food Stamp Prog[am DeI Norte and.
_ ¢« Humbaldt Gount:es, Culiforniu, California Agncultural Experiment Stahon.
-7 .0 _«Bulletip 860 (Ddyis, Galif.: University of Cah{orma. March 1973). ) w
© . % 1bid..pp. 25-32. | o v .
.. %US. Congress, House of, Representatives, Subcc)mhuuee oh Agriculture-
qulronmcntl;xl' and Consuiner Protection, Hearings on Apg)roprmtwns for Fiscql y-
\ Year 1974 Ag,ncullural Progmms. 93rd Cong.ress 1st %e‘;sx n, pt. 2, p. 642.
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- T recommendations concerming expanded outreach activities belore the
fune 1974+Sernate hearings on nutnition and human needs wre adopted adminas-
trative and operating costs would increasé substantially. see Sylvia Porter,
~ Food Stamp+Plan Has Fians ° S hicegg Sun-Tumes, June 24, 1974
“Each fieure was determined by dividing total program costs Lor bonus*
{vod stemps; Dy thy riy-sumber of partiaipants
? Trafficking hésﬁn defined by the Office of the Inspector General as lhe
wnlas ful excharge of @ upons for profit. see U S- Congress Senate. Commi
on \ppropriaions Hearings on Department of Agriculture and Related ‘\g,en-
1es Appropstotions fur Fiscel Year 1971, 91st Congress 2d session. pt. 1. p. 151
v WG Food Sfd'nns Traded for'Cash. US Qa\s Washington Post. January 12, N
1473 - <
¢ lbld gud Hustle.s Haun: w el‘ﬁe\Of’lces Santa Monwu Fu &ng Out- T
. moh Magch 16 1971 .
U S™Conuress Senate Commmee on »\ppropnatwns Hennngs on Agni-
. culture Lppropriatons for Fiscal Yeer 1971, pt. 1. p 151 e
N “rs (qngz.pss Hopuse of Representatizes. Subcommuttee on Agriculture-
w. Fnurunmental &ng Consurher Protection. Heirings on Appropriatibns, ‘or Fiscal
¥ Yeor 1974 pt £ pp’ 63738, * . * i '
' —j‘b,d ' e . : ciﬁ,e ’ ."
Ibid pt 2 p 643 . -, i £

<

: - Toud L pti3. pp 633538 ¢ . . ~_
% - -t i'wdp and Del. h Food Stefm p Program. pp 20-21 ~ : ~ - ~ .
: ~John | Agfiz Collese Housing A Critique of the Pedeml College Housm" ~
aen Program (\\abhmglon D € Amerncan EmerprISe Institute 1‘)"’)- p, 3 ’
. ! s
w : NOTES TQ' CHAPTER IIT .
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| Stemer.Stite of Welfare! p 202, ’
2Tn teot the hypothesis lhat the food sldmp pro;,ram' contributed to the
rmprh .o ment in agucultural disposable ancomes. a linear regression. spectfying
" re¥eie farm ncome as a ‘um;non of the food ~amp bonus and all other van- »
ables (represrn:(-d by ume and 3 constany term) was farmed, - - » '

£ s R=6 +0 B+ or . Wnere R = Per capnadlsposal farm i income - L
- C T as a percent of nonfarm income”
H 6 %00 70 and 0; >0 .
eH 0 >0.0 <0 ando; >0
E < B .‘—: Total federal bonus . .
. - I s = Tme [ :
e siculated results for 1862 through 1973 indicate thgwgik federal bpnus vanable .

. 15 nat sxgmﬁmnls different from zero.. The remsmn csults {with t statistics
bo&qs\.lhc estima{®d coeﬂ‘ruenﬂj are - :

. R = 60.26 + .0014B + 1.96T
T -l {7017) W51}, {3.20)
. : " ORT= gy .
., - F29)'= 2366 .. . . .. . .o
s W T = 190 . L 7 "
Cnnsrqut'nﬂ_\ﬁ]r federal {ood stamp bonus does nolf and other yanables do
r\plam the relativ e Improyvemertt 1 per capita persona da.igm,\abln farm income.
" Calculations for 1970 through 1972 show that 1 5 percent. of lht‘ do]lars o
spent for home‘food consumption reach the agricultudal sector asenet income, . -
. see US Department ot Agriculture, Economic Research Service. Farm Income
Smmt:on FIS-222, ]ul\ 1973, p. 2, and Food Consumptian. Pijies, Exp xdmlrc @
'Supplcmcnt fur 1972.* \gncuhural qu,no ic Report No..138, 1973, p/78. .
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‘ ’Budgumr\/tudms mdl(,a(v that adividuals 1n this inome class spend
approametely 6ae-third of their yncome ofl food. see U5, Cungress Senate,,

Select Committer on Nu'ntion and Human Needs Hecriras on Federul Foud |
Pro roms—197s 93rd Coungress lst session \ugust 28 1973 pt 3 p 342

*See John Kraft and Edgar O Olsent’ The Distributioa of Benefits jrom
Public Housing 1a 1}¢ Distributio: uf Evoramic Well-Beir., studies 1 Income
and Wealth vol 41 New York Natohal Bureau of Flonomic Research forth-
(umm;,, for an v\ampl( of this method applied to pi,lic\housing

An andirect test of the estimated subjective value of \he bonus stamp,
veds made by examining participation bonuses. and recipsent benefits for each

esumate see \ppendix B

! ’ : " Malgplm Galat:n, A (u'nparxsun of the Benefits of e I»uq; Siamp Pro-
gram Free Food Stamps and Equivalen: Pavment I’m»}'( Polisy. vol 21
{Spring 19734, pp 291-302. ... .7 -

* No adjustments, however were made for differences in the costs of living
4mong the states

" This ratio mav also reflect steadily increasing partivpation throughout
the vear—mplying that December was altvays the peak muwlh Other ondcncc

suggests thax this is notalways the case.
" Of cggrse. the parnupa'ﬂ would approximatethearigble nLanaso option o
i by huningfe full food stamp allotment in some mornths and not in others. AT

Purchases every other month would vield the same amount of stamps as the
cusrent Une-half .allotment aption However. since the costs_efthis option
uspoualh iorcgone interest; are probably higher for the poor than are the
casts of the variable purchase option. this course of action 1s unlikely. |

. . "TU'S Congress. House of Representatives. Subcommuttee on \gnculturc-

Environmental and Consumer z’ru(cctxon Heurings on  Apprupnations for :
F:su.] Year 1974, pt 2, p. 645 2 i
E <\ study of public housing shows that the number of households benefit-
ing f{rom the governmental subsidy s highest in the muddle third of ehgible
households. see Kraft and Olsen. 'Benefits from Public Housing .
131 S, Congress. Senate Select Commuttee on Nutrition and Human .\eeds
Heanirgs on Nutrihon and Humun Needs, 90th Congress, 2d session. january 8. v
9, and 10 1969. pt.2. p. 413. - '
* "WSee Edgar K Browaing, 'The Diagrammatic Analysis of Multple Con-
sumption Bxte rnahms American Economic Revien, \Ql 64 [Soptemhor 1973}
PP 707-14? ’
Y3 Food Stamps Traded for Cash.’ and ‘Hustlers Haupt Welare Offices.
M U'S Congress, House Committee @n .Agniculture. Hearings to Extend the
uod Stump Act of 1964 und Amengd the Child Nutrition Act of 1966, 90th Coh-
gress. 1st session. Macch 15 and 16. 1967, p. 38. .

. '¥ See Edgar O Olsen. “A Normative Theory of Transfers.” Public Choize,

vol 6 (Spring 1969). pp 39 58 These results also assume gnen individual
prefecences. .endm\ments ownership of productive factors. technolog:. and
allocation rules such as ‘pricing. . -
R IS The amoiint af the food subsidy will, haweser, depend on the characlcr-
istics of the gners demand function I‘f the demand 1s currenth elastic, the
- subsidy will nise. and 1f ipelastic it will fall. with increasés in mcnpxents
ipcome. see Olsen, “A Normative Theory of Transfers,” .
1" Browning. “Multiple Consumption Externalities,” ) e
LAY specmj U S D.\. suriey covering two of,ﬂw inntial e;ght pilot projects
revealed that a large majority of moderate- and hxghcr tncome families favored
the fogd stamp program and felt that it should. be continued. see U.S. Congress. -
Senaté. Committee on Agriculture and Forestry. Hearings on the Food Stgmp Act
4, 58th Congress. 2d session, Jure 18 and 19, 1964. p. 39. ‘-

hd 1 Robert B. Recse and Sadye F. Adelson. Food Consumption and D:ctnry .
Levels under the Pilot Food Stnmp Program, Delront. Michigan and Fayellc
2 Ve <. — , .
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County, Pennsyliunia, US Department of Agriculture Agricultural Economic
Report No 9. June 1962 __ '
“*Nick Havas and Robert E Frye. Piot Food Stamp Progrem Its Efferts
on Retusl Sales in Fayette County. Pa and Md Dowell County WeVa (US
Department of Agriculture, Agricultural Economic Report No 2 April 1963}
- Paarlberg Subsidized Food Consumpt:on, p 43 -
" “'] Patick \Madden and Marion P Yoder. Prowrum Eialuctror—Food
Stumps .nd Commodity Distribution i .Rurul Areas of Central Pennsylvanig

fUniversity Park Pean Pennsilvania State Unnversity. June 1972j: Dale M. - ~

Hoover and james K \\'hll!l)(er. Regression Anclvses of the North Carolina
Nu‘ritien Sursey Date Some Problems and Tentatne Findings {Raleigh. N C.-
[nstitute of $ratstigs North Carolima *State- University, December M2}, and
j Gerald Feaster and Gare? B Perhins, Fumilies 1n the fapanded Fholt and

“Nutnton Eduration Peogram Comparison of Food Stamp end Food Distrifution

Proarim Purticpents ond Nonpertitipunts, US  Department of Agriculture,
Agricultural Economic Report No 246. Sepi‘e‘mbbr 1973

<" Logan and DeLoach Food Stamp Prograin

-lbyd p o6 ’ -

Hongerao1673 -

-~Studeats were.¥icluded from [)ér!xc:palwn b)r'\he 1971 Food Stamp Act -
amendments A recent Supreme Court ruling overturned the exclusion. but new
XS Department of Agnicultuze regulations explicitly exclude students {rom
+hibih'y “unless their families are also eligible or do not claim <ax dependency
for federal taxes See Federal Register. vol 40 {lanuary 10, 1975). p. 2204.

-* Many University Students Are Turming US Food Stamps into a Fpgm
of Scholarship.” Xew Yorh Times, January 2, 1975, p. 12. )

"4 S Congress House of Representatiies. Committee on Agritulture.*
He riras on Food Stamp Program  Investigation and h\iansxon-QZId Congress.
et session. March 130 Apnil 10, 11,12, and 16 1973-p 30

Hlnd . -

“lbrd. p 80 -

Armand | Thieblot Jr and Ronald M Northrup., Welfare aiid Sttikes
Theo Use of Pabli Funds to Support Strihers {Philadelphia. Unnversits of
Peansvlvama Pres<, 19721 p 193 . . "

* Unsuccessful amendments to prohibit strikers from participation were
offered 1n 1968 1970 and 1971 1In each case the amendment lost by a close
‘marmig Ihd p 46 - K g

. *US Congress. Senate."Committee®on Agriculture and Forestry. Hecrings
o Fomd Sr:zmp At of 1963 p- 39 . '
" Havas and Frve Pilet Food Stamp Program.
P Bureau of Labor Staustfcs show that prices in tht national sample rose

2 - .
<7 U8 Cnpgress Senate Select Comhmittiee on Su)!; ton and HLmap .)‘:-eds.

0y percent and those in the pilot test areas 14 percent from Aprit May 1988

to Apnf May 1902 Ihid. p 10,

, “Nick Havas Piot Food Stamp Progrum Impact on Retwil Food«Store
Sl un Avoyelles Panish, La. US Department of Agriculture, Agricultural
Ecoaomie Report No 57, Mav 1963 ‘

“Computed from Table 6 and US Department of Agnciilture: F:g;d €on-
sumpiton, Price Expenditures Supplement for 1972, p. 78

" Logan and DeLoach. Foad Stomp Program. p. 21 .

s,V Berg NS Senimishaw and P. L.Call. eds ."Natrihon, Natwonal Develop-
menta@md Plenmipg (Cambridge. Mass  MIT Press, 1973).

M, .Y Kraut and E. A Muller. “Nutrition and Industrial Periormance. ,
Seience vol 184 (1846). pp 4959 and Henry Borsook. “Nutritional Status of
\cralt Warkers in Southern California. ' \Libunk Memoretl Fund Quarterly-.
vol 23 {1943 p 111 - . C [ :

IUS Department of Agricultyre, Mietary Levels of Hauseholds 1n the:
Untted Spates \Mardh 1957
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" NOTES rro—’cmmg v*- .o

'In general the simultaneous maximization of two goals 1s impossible
unless there is no manner 1n which one of the objectives can,be increased at
the expense of the other, ' " o ¢ Lo

“ Council of Economic Advisers. Econemic Report of the President {Wash-
ingtoe D C.. Government Printing Office. 1974). p 344

3U S Department of Agriculture. Economic Research Sersice. Farm Income
Situation, F15-222. July 1973. ¢ 50.

#US Department of Agriculture. Economic Research Service. Farm Income
Situation. F1§:223. February.1974. p. 3 . -

*Victor E Smith. Electromc-Gompaiation of Human Diets {East Lansing.
Michigan State University Business Studies. 1963). chapter 2.

“ihd.p 10 . I

. “The precise level of all essential food elements is not known.. Conse-
quently  nutnitignists thave generally set _recommended levels above actual
requirements 15 tends to raise the cost of the most economical diet.

- = - — “Quantfies uwere obtained from Smith. Computation of Human Dists~—
i 19. and pwiced were obtained drom thrée markets {Big Star, Safeway and .
Reid Super Faxe; in Charlottesville, Virginra, during the week of July 14-20.
1974 oL '

" Based o’quanhnos for a palatable minimum cost diet 1n 1955 at East

\3 Lamsing, Michigan . ) - i . i i -

" See. for example. Patton. Nutrition of @ Group of School Children n
O3k with Improved Dists. Ohio.Agricultural Experiment Station, Bulletin 887
{1961}, ) :

"' The author will welcome more ‘suitable names for this program.

- These funds.could come from the present food stamp program,

' Monies could. for. example. be distributed according to the followwng
formula -

Yeer = Distribution of Federal Nutrition Furdds
t R{f) = [LUJ/ (N {B(Y)
Lty o L = Lty
NeEn 18BN * =y
where R{t) = Locally recejved federal nutrition revenues,

B{f) = Tojal federal LNIP revenues.

+ L{t) = local malnutrition total. and
N{t) = National malnutrition total

R{t)+1) = [-2B(t+1)]

"4 Measuring the extent of malnutrtion is not an easy task.” In most cases.
determmation of nutritiogal levels would be based on random samples and
from a .ariety of sources. such as data on illness {from hospitals). composition
of food sales {from retail or wholesale operations). and sp on. These, of course.
will not provide precise levels of malnutrmog} but the costs from” incorrect
«ncasurement should be compared with the costs of other nutrition programs
before the LNIP alternative is completely re]ectesa.‘

¢« -

. " NOTES TO APPENDIX D

0

! Paariberg. Subsidized Food Consumption, pp. 55-65.

2 Connne Le Bovit and Faithl Clark. "Are We Well Fed?’ Foodt'?m

Agris ulture [Washington, D. C.. U.S. Gevernment Printing Qffice. 1959). p. 624.
*TUS Congress. Senate, Select Committee an Nutrition and Hwman Needs, *

.

'Pmerty. Mulnutnition. «gd Federal Food Assistance Programs. A Stafistical,.,
-Summary, 91st Congress, 1¥ sessioq. p. 5. s - - .
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3US Department of Agricultutre. Dietary Levels of Households 1n the
United States, Spring 1965. A Preliminary Report, Agricultural Research Ser-
vice, No. 6217, January 1968, p. 9..- - oo

3US. Deparfinent of Health, Education, and Welfare, Ten-State Nutrtion
Survey. pp. V-11 and V-92.

%Charles E Butterworth, "The Skeleton in the Hoépnal Closet,” Nutrition
Today. March April 1974, pp 4-8. and George L. Blackburn and Bruce Bistrian,
"A Report from Boston.” Nutrition Today, May:|une 1974, p. 30.

JLogan and DeLoach. Food Stamp Progsam. . ’

-~ Ibid., pp. 9-10. ) )
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- Food Stamps and Nutrition vy Kenneth W. Clarkson measures the

oot stamn program against iy two objectives --improving nutrition
amona the soor and supplementing lows agriculiura!l incomes. He
(omiade s o seites netthier objectne well No intprovement in nutri- »
. Lon ncessanily resualts Ciarkson finds. becduse there is nothing in
the program\that requires or even €ncourages. thrpigh nutrition
adncation the purehase of nutnitious foods. Recipients may, and
ofthn do. « hoose foods that are morgf palatable or mere conveniently
pac kaged hut not more nutritious ﬁ-gn the cheaper foods they would
havsy bought with a lower feod budget. The author also finds that
inodl stamps fartto-belister the incomes of poor farmers. Since the
sulk of the aellars Spent by government to increase food budgets
goes fur the adfunigration and enforcement of the program and f¢f
the sers 1oes of food processing and transpottation, vefy little Yeaches
the farmer. o : .

e <o - GClarhson-argues. that food stamps are. basically an_inefficient
1ncome supplement——which the recipient is required to use to pur-
chase food products. According to his analysis. the government

_spends in exdess of $1.09 to provide $1.00 in bonus food stamps that

have an average value lo recipients of only 82 cents, Thus the

average recipient would trade $1.00 mn food stamps for 83 cents in
cash or other goods and think he was better off. |

Kenneth W. Clarkson, assistant professor of economics at the

University of Virginia, was formerly associated with the Office of .
Management and Budget and with the Commission on Government.

, Procurement. A dpecialist in price theoty, he is the author of a

number of essays on governmental efficiency. law of the seas, and

hospital management. -

S GRE—

v

- sso0 T o o

< . - = N ’
N S ,
-y - Pl ad )
. L 2 o~ - - . ’ -

—— -
. . . < Lo
[ . \ L - — .
- T - s
- ) R - . o - ‘r . .
. P X °
- . - . o .
. . .
: . h
—— " N — - * .
——— -~ M ,

-
.
»> .\ -
»
—— . 4 I3 s ‘ . « .
L - -\'_ - { + . 4
e - ~ ‘ . : . > N LN
° ] . . \.\,\ . R N

., .’4 ,-z}~
aL

P
4

Amenican §nterprise Institute for Public Policy Research
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