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FOREWORD

The programs generally classified as “child nutrition programs”
within the U.S. Department of Agriculture often do not receive the
same degree of attention from Senators who are sometimes preoc-
cupied, and understandably so, with agricultural issues of impor-
tance to their States.

However, the Senate Committee on Agriculture, Nutrition, and
Forestry does have jurisdiction over these programs. As such, we
have the responsibility for oversight and for legislative initiatives
which may be necessary.

These programs are important. They operate in every State of
the Nation.. The estimated cost for these programs during the cur-
rent fiscal year, 1983, is $4.7 billion.

Numerous legislative changes were made in these programs
during fiscal year 1982 as a result of the Omnibus Budget Recon-
ciliation Act of 1981. While the administration made a number of
recommendations for further reforms for fiscal year 1983 (which
began October 1, 1982), none of those affecting child riutrition pro-
grams were adopted. ,

It is widely reported that the overall fiscal year 1983 and 1984
budget deficit will be between $150 and $200 billion in each year.

In light of this budgetary situation, it seems certain that further
consideration will be given during 1983 to budget reductions.
I1deed, numerous reports have suggested that reductions are being
considered in the nutrition area by the administration, both within
tie largest program—the $11.6 billion food stamp program-—and
possibly the other programs comprising child nutrition as well.

As a contingency, I have asked the staff of the Committee on Ag-
riculture, Nutrition, and Foresty to prepare a committee print to
accomplish three objectives: .

(1) To provide a basic understanding of the day-to-day oper-
ations of the programs within the Department of Agriculture
known as “child nutrition programs”;

(2) To provide helpfui legislative history on the origin and
ba((:ikground of these programs and specific compcnents thereof;
an

(3) To provide reasonable policy alternatives for considera-
tion in the event that budget reductions in these programs are
necessary.

I want to emphasize that I am not necessarily advocating that
reductions be made in these programs. Rather, it is my belief that
if such proposals are forthcoming, either from administration rec-
ommendations or other Budget Committee reconciliation instruc-
tions, this committee should be prepared to discuss whatever oro-
posals may be made—as well as possible alternatives. I did not sup-
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port all of the administration’s 1981 reductions in the child nutri-
tion area, but did seek some alternatives at that time, some of
which seemed to be more favorably received than the administra-
tion’s. I do not know what changes, if any, the administration is
contemplating for fiscal year 1984. Nevertheless, we would be well-
advised to be prepared.

I have asked the staff to draft policy alternatives following sever-
al important guidelines: To target henefits to the most needy, to
provide administrative simplicity and, where possible, uniformity,
and to make the most efficient use of Federal tax dollars.

It is often said that our children are our Nation’s most precious
resource. We must be diligent to care for them. At the same time
we must not let our love for children blind us to flaws which may
exist in these programs or economies which can be made without
adverse impact on poor children. Federal programs, such as those
in the nutrition area, should be aimed especially at caring for these
unfortunate children whose parents are unable to provide for them
adequately through no fault of their own.

Over the years Congress has been most generous in support of
these programs. Indeed, in some cases, we may have provided a
range of programs which some argue caii no longer be afforded in
these times of budget restraint.

I would prefer that the overall Federal fiscal picture was one
that did not require economy measures. Inasmuch as we may be
faced with the need for reductions, however, I believe that the
members of the Committee should be well versed in options that
could be considered. While not all members of the Committee may
agree with all of its contents, this committee print will be inform-
ative and helpful in providing an understanding of these programs,
their legislative history, as well as providing a basis for informed
discussion on possible reforms.

JEsSE HeELMs, Chairman.
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INTRODUCTION

This committee print is provided in order to accomplish the ob-
jectives set out by Chairman Helms, as outlined in the foreword:
(1) To provide a basic understanding of the day-to-day oper-
ations of the programs within the Department of Agriculture
known as “child nutrition programs’’;

(2) To provide helpful legislative history on the origin and
background of these programs and specific components thereof;
and

(3) To provide reasonable policy alternatives for considera-
tion in the event that budget reductions in these programs are
necessary. ,

As noted in the Chairman’s foreword, the guiding principles in
developing policy alternatives were to target benefits to the most
needy, to provide administrative simplicity and, where possible,
imiformity, and to make the most efficient use of Federal tax dol-
ars.

Policy alternatives that are included in this report should not be
construed as all inclusive. Alternatives have been gleaned from
previous legislation, previous operation of the programs, and pro-
posals which have been speculated on or reported about in the
media. In those cases in which previous legislative proposals are in-
cluded as current alternatives, it should be understood that their
inclusion does not necessarily indicate the continued support of the
original sponsor; however, where concepts have been publicly iden-
tified with a Senator, Congressman, the administration, or outside
organization, they will be so identified in this committee print.

Many of the programs lend themselves to incremental reforms
such as changing the Federal reimbursement rates for various pro-
grams. Obviously, savings can be achieved by reducing the reim-
bursement levels. The combination of reimbursement changes in
this respect is almost limitless. Therefore, these have not been in-
cluded. Rather, the alternatives represent programmatic reform al-
ternatives.

Much assistance in the preparation of this committee print has
been furnished by the Congressional Research Service of the Li-
brary of Congress, the Congressional Budget Office, the General
Accounting Office, the Food and Nutrition Servize of the Depart-
ment of Agriculture, and the Office of Inspector General of the De-
partment of Agriculture. However, the furnishing of information .
on various programs or policy options should not be construed as a
recommendation by these organizations, unless specifically identi-
fied as such.

The Food and Nutrition Service of the U.S. Department of Agri-
culture is responsible for the overall administration of the nine

w (1)
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programs popularly referred to as child nutrition programs. These
program3 include the following: national schoo! lunch program
[NSLP]J; school breakfast program [SBPJ; child care food program
(CCFP]; summer food service program [SFSPJ; special milk program
[SMP); special supplemental food program for women, infants, and
children [SSFP or WIC]; commodity supplemental food program;
nutrition education and training program [NETY}; and State admin-
istration expenses [SAE].

A description and history of each of these programs is included
in the next section of this committee print. Options involving indi-
vidual programs and combinations of programs are described in
later sections.



DESCRIPTION AND HISTORY OF PROGRAMS

NATIONAL ScHooL LUNCH PROGRAM

The national school lunch program is the oldest and largest of
the child nutrition programs operated by the Food and Nutrition
Service [FNS] of the Department of Agriculture. It is also the only
child nutrition program for which a State contribution of any kind
is required.

The Federal contribution for fiscal year 1982 was $2.9 billion—
including all commodities. Federal assistance is provided through
several means; the largest is cash assistance to States on behalf of
local schools that serve the lunch meals. A uniform level of both
cash and commodities is provided for every lunch served, regard-
less of the family income of those served. Additional cash amounts
are provided on behalf of children receiving free or reduced-price
lunches. :

Eligible institutions that may participate in the program are
public and private nonprofit schools and public or licensed nonprof-
it residential child care institutions. Private schools charging aver-
age yearly tuitions of $1,500 or more may not participate in the
program, nor in any other FNS programs.

Within the lunch program—and other child nutrition programs
as well—there are two types of participation—schools and children.
First, the institution in which a child is enrolled must be a school
that participates in the program. The school lunch program is
available in 95 percent of all public schools—representing 98 per-
cent of all public schoolchildren. Twenty-nine percent of all private
schools are participating in the program providing access to 41 per-
cent of all children attending private schools. These percentages
represent 81 percent of all schools—public and private—and 92 per-
cent of all schoolchildren. (Note: These percentages are based on
fiscal year 1981 data from the Food and Nutrition Service. While
there has been a slight decline in the total number of participating
schools and children since fiscal year 1981, the proportionate par-
ticipagion among schools and children appears to have been con-
stant.

Second, each child within a participating school is eligible to re-
ceive or purchase a school lunch or he may choose not to do so. Ap-
proximately 56 percent of all children in schools and other institu-
tions where the program is available regularly participate in the
school lunch program, as demonstrated in the accompanying table:

(3)



4
ENROLLMENT OF CHILDREN SERVED BY THE SCHOOL LUNCH PROGRAM—FISCAL YEAR 1982

Number of Enrofiment of Avetage Tunch Lunch prograim

Type of inctituhon participating C'{:ﬂf{fg}pﬁ:%" pogam n.upléc['cxla"l;o& 3
nshituticns inshilutions 3 particifation enrothment

Scneals (public and prvate) ..., RS 87443 41,151 23.1 56.2
Resicential child care institutions \(ﬁp\upli‘c.and privale) .......... 3.900__ 184 o 130

11 R, L e, 91,343 41,335 23.2 56.3

! Milliors.
Sourtae £0 and Nutrition Servce, US. Depariment of Agriculfure.

Those students who do not participate in the national school
lunch program often receive lunch through bag lunches prepared
at home, at off-school sites—such as homes or restaurants—or
other means, such as a la carte food service provided at some
schools, or they choose not to eat. In one study of public schoolchil-
dren done in 1981, prior to changes made by the Omnibus Budget
Reconciliation Act of 1981, FNS found that 61.4 percent of such
children participated in the school lunch program on any given
day, and 80 percent participated at some time during the week.

Participation rates vary within grade levels. According to the
1981 study of public schools cited above, 68 percent of elementary
schoolchildren participated, 64 percent of junior high public schooi-
children, and 49 percent of senior high students, for an average
public school participation rate of 62 percent of all children. More
recent figures by grade level are unavailable; however, the total
participation, including private schools and other institutions, for
fiscal year 1982, as cited earlier, was 56 percent.

FEDERAL REIMBURSEMENTS

In order to receive Federal reimbursements, school meals must
meet nutritional guidelines specified by the Secretary of Agricul-
ture which are intended to ensure that such meals provide one-
third of a student’s daily nutritional needs. Federal reimburse-
nients are made to States on behalf of participating schools based,
at jeast partially, on the level of the family income of the partici-
pating students. Students fall into three categories for reimburse-
ment purposes—free, reduced price, and paid.

Currently students eligible for a free lunch are those from fami-
lies with incomes at or below 130 percent of the poverty line. This
is the same as the gross income eligibility standard for the food
stamp program. Indeed, beginning July 1, 1983, free category for a
school lunch is automatically linked to food stamp eligibility. No
charge may be made for lunches served to students participating in
the free lunch category.

Reduced-price lunches may be served to students from families
whose incomes fall between 180 and 185 percent of the poverty
line. Such students may be required by the school to contribute as
much as 40 cents per lunch of their own money.

Paying students are those from families with incomes above 185
percent of poverty. There’is no Federal limit on the lunch price
which may be charged to paying students.

11
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In describing eligibility for the lunch program, and the breakfast
and child care programs, income category of the student is Ire-
quently identified by the reimbursement level of the meal—that is,
free reimbursement rate represents someone from a household
with income at or below 130 percent of poverty. This is especially
appropriate in referring to free and reduced-price eligibility. While
this is predominantly true for paid lunches as well, it may not be
universally so. It is conceivable that a meal served in the paid cate-
gory—usually to a student with family income over 185 percent of
poverty—is actually received and paid for by a student with a
lower income level who for various reasons chovses not to apply for
a free or reduced-price lunch, although he is eligible to do so.

All income eligibility guidelines are derived from the poverty
guidelines issued by the Office of Management and Budget, and are
updated annually.

The following table shows the current annual, as well as month-
ly, eligibility guidelines for free, 130 percent, and reduced-price
lunches, 185 percent, by household size, and compared with 100
percent of OMB poverty guidelines.

INCOME ELIGIBILITY STANDARDS FOR FREE AND REDUCED-PRICE LUNCHES IN THE SCHOOL LUNCH
PROGRAM, JULY 1, 1982-JUNE 30, 1983

130 percent (Free) 185 percent (Reduced price) 100 percent
Household size i
Month Year Month Year Monlh Year

$507 $6,080 $722 $8,660 $390 $4,680

674 8,090 959 11,510 518 6,220

841 10,090 1,197 14,360 647 7,760

1,008 12,090 1434 17,210 775 9,300

1,174 14,090 1,671 20,050 903 10,840

1,341 16,090 1,908 22,900 1,032 12,380

1,508 18,100 2,146 25,750 1,160 13,920

1,675 20,100 2,383 28,600 1,288 15,460

Each additional..............oocooccoccoeeere +167 +2,000 +238 +2,850 +128 +1,540

These income guidelines are also relevant for eligibility in other
programs administered by the Food and Nutrition Service.

The current composition of the students participating in the
school lunch program, according to FNS, is as follows: free, 43 per-
cent; reduced price, 7 percent; and paid, 50 percent.

The following table shows individual State participation levels:

SCHOOL LUNCH PROGRAM

{Lunches served fiscal year 1982—in housands]

Total lunches served

State
Paid Reduced price Free Tota!
Alabama..... 34,004 6,744 47,335 88,083
Alaska......... 3,547 391 1,888 5,826
Arizona..... 17,660 2,703 16,107 36470
Arkansas 21,406 3,393 21,470 46,269
Califgrnia.. 97,574 21,848 176,792 296,214
Colorade 21,698 3,121 12,178 42,997
Connecticut 19,618 2,857 12,942 35417
Delaware 4,243 482 3,552 8377

42



O

ERIC

Aruitoxt provided by Eic:

6
SCHOOL LUNCH PROGRAM—Continued

{Lunches served fiscal year 1982—in thousands}

Total lunches served
State
Paid Reduced price free Total

District of COIMBIA .......vvvoecvvvveee s rereveesner 1,002 215 7,590 1,867
Florida..... 72,608 13,017 74,563 160,248
Georgia 73,363 8,729 59,289 141,381
Guam 1,363 304 1,371 3,041
Hawaii 14,931 2,059 6,346 23,336
Idaho 11,229 1,424 5,005 17,658
[tinis 64,919 6,853 73,852 145,624
Indiana 71,099 3,837 - 21,286 96,222
lowa 46,126 3,239 11,139 60,504
Kansas 29,970 3,250 3,881 43,101
Kentucky 39,660 6,304 32,650 78,614
Louisiana 50479 | . 6,764 47,029 104,272
Maine 8,965 2,633 7,556 19,154
Maryland 28,311 3,367 22,090 53,768
Massachusetts 44,302 4,762 28,465 71,529
Michigan 59,044 5975 46,890 111,909
Minnesota 52,656 5,153 15,334 73,143
Hississippi 16,971 5949 39,848 62,768
Missouri 48,558 5,196 30,201 83,95y
Montana 9,304 819 3,451 13,574
Nebraska 19,251 2,343 6,118 21,112
Nevada...... 6,187 526 2,638 9,351
New Hampshire 9,907 1,188 3,208 14,303
New Jersey 43,495 6,728 42,306 92,529
New Mexico 9,030 2,545 14,472 26,047
New York 85,942 ! 15,774 137,779 239,495
North {arolina 63,331 11,2713 58,946 133,550
North Dakota 10,454 1,006 2,569 14,029
Ohio .......... 90,386 8,840 57,454 156,680
Oklahoma 33,793 4,176 18,236 56,208
Oregon 24,035 2,214 11,745 37,994
Pennsylvania 108,651 12,136 51,893 172,680
Puerto Rico 4,232 8423 67,701 80,356
Rhode Island 2,901 m 5,323 8,996
South Carolina 31,700 5,875 37,930 75,508
South £akota..........occcoceocvcrerinenirie e e 8,219 1,268 4,327 13874
Tennessee. 46,966 5114 40,155 92,895
Texas 126,478 19,533 121,912 267,923
Utah 23,319 3,064 6,958 32941
Vermont 4,218 700 2,599 1517
Virginia 55,017 6913 34,516 96,446
Virgin Islands 397 487 - 2,394 3218
Washington 28,023 3491 17,586 49,100
West Virginia 18,203 2,991 15,153 36,347
Wisconsin 47,4713 4,829 17,112 70014
Wyoming 6,597 464 1,258 8319
American Samoa 85 0 1,123 1208
Northern Marianas ... 18 0 132 750
Trost Territory 2 4 4,320 4326
Department of Defense...........cocreemervicennns 1,642 366 204 2212

Total 1,880,682 265,214 1,624,067 3,769,963

The percentage of public schoolchildren receiving free, reduced-
price, and paid meals by grade levels is shown below:

13
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DISTRIBUTION BY PERCENTAGE OF FREE, REDUCED PRICE, AND PAID REIMBURSEMENTS WITHIN
VARIOUS SCHOOL LEVELS, FISCAL YEAR 1981

[Public schools only)

Elementary Junior high Senior high Average

Free R 40 36 30 37
Reduced price 8 7 5 7
Paid 52 57 64 5

Source: Food and Nutrition Service, U.S. Department of Agriculture.

RESIDENTIAL CHILD CARE INSTITUTIONS

While the school lunch program is most commonly associated
with schools, as noted earlier, the program is also operational in
public and private nonprofit child care institutions. These institu-
tions include a variety of child care facilities, including orphan-
ages, hospitals, correctional institutions, and some schools for the
physically and mentally handicapped. These institutions may also
participate in the school breakfast program.

In fisca! year 1982, residential child care institutions received
$40 million in school lunch reimbursements, and an additional $20
million in school breakfast reimbursements.

These institutions were incorporated into the school lunch pro-
gram under the 1975 amendments to the National School Lunch
Act and the Child Nutrition Act of 1966. Of all residential child
care institutions participating in the school lunch program, 44 per-
cent are private while 56 percent are public institutions.

SECTION 4: GENERAL ASSISTANCE

As noted earlier, Federal assistance for school lunches takes sev-
era! forms. Basic, or regular assistance—known as section 4 fund-
ing, because it is authorized under section 4 of the National School
Lunch Act—is provided for all meals served that meet Federal nu-
trition requirements. For the 1982-83 school year, the current basic
rate is 11 cents per lunch for every student served, regardless of
the income level of the student’s family. Section 4 assistance is pro-
vided in the form of cash payments to schools.

An additional 2 cents per lunch is added to the section 4 basic
assistance reimbursement level in school food authorities in which
60 percent or more of the lunches in the second preceding year
were served at free or reduced price reimbursement levels. A
school food authority is an administrative unit. In the case of
public schools, the school food authority is probably the school dis-
trict. In the case of private schools or residential child care institu-
tions, however, the authority may consist of just one school or insti-
tution.

This 2-cent differential payment had its origin in the Omnibus
Reconciliation Act of 1980 which affected reimbursement rates for
fiscal year 1981. It was a result of an exemption provided for cer-
tain school districts when a 2.5-cent reduction was otherwise legis-
lated in the then existing reimbursement rates under section 4,
special assistance. Only school food authorities where 60 percent or
more of the meals served were to free or reduced-price students

14



/ 8

were eligible for the exception. The Omnibus Budget Reconciliation
Act of 1981, which effected cutbacks for all schools, reduced the dif-
ferential {0 2 cents. The 2-cent level was created with the stated
intention of mitigating the effect of reimbursement reductions,
again for schools where 60 percent or more of participating stu-
dents received free or reduced-price lunches. The 2 cent higher dif-
ferential funding was provided for 31 percent of all lunches served
during fiscal year 1982. The higher reimbursement level is availa-
ble for all lunches within the school food authority—including paid
ones—as long as 60 percent or more of the meals are served to free
and reduced-price students. '

STATE MATCHING REQUIREMENTS

As noted, the school lunch program is the only FNS program
which requires any State contribution, or State match. It is the
basic cash assistance funds provided under section 4 that are re-
quired to be matched by the States.

States are now essentially required to provide matching funds
equal to as much as 30 percent of the total amount of Federal
funds provided for all section 4 assistance, for free, reduced price,
and paid meals. The 1980-81 section 4 assistance by the Federal
vovernment was $708 million; the match required State contribu-
tions totaling $200 million. However, States can, and some do, pro-
vide more than the minimum that is required.

The 30-percent requirement affects only those States in which
the State average per capita income is equal to or exceeds the na-
tional average. If the State average is less than the national aver-
age, an applicable State percentage is reduced proportionately. Ap-
proximately 33 States and 5 territories have average per capita
inceme lower than the national average and therefore their re-
quired contribution is less than 30 percent. Several territories
match with 10 percent or less. The lowest State is Mississippi with
an approximate match of 21 percent.

The following chart details the 1980 and 1981 State per capita
income and the corresponding percentage match required for the
appropriate school year:

U.S. DEPARTMENT OF AGRICULTURE, FOOD AND NUTRITION SERVICE—NATIONAL SCHOOL LUNCH
PROGRAM

[Sec. 4 mulliplication factors by State for school years 1983 and 1984)

1980 per capita State revenue2 1981 per capita State revenui
State income 1 lac(rgLsm g{ﬂf income 3 lac(rgijsmggd

B 1 BN $7.488 0.2359416 $8,219 -0.2350300
. " 12,790 .3000000 13,763 .3000000

B S 8,791 .2769982 9,754 - .2789248
ATKINSES .. verscese e emeeene s seses s oo oo 7,268 .2290096 8,044 .2300257
Cafiforria.. 10,938 .3000000 11,923 .3000000
Colorado... 10,025 .3000000 11,215 .3000000
Connecticu 11,720 .3000000 12,816 .3000000
Delawiare, 10,339 . 3000000 - 11,095 .3000000
District of COMMBIA ...ooovoe oo 12,039 .3000000 13,539 .3000000
Florida 8,996 .2834576 10,165 .2906777
Georgia.............. 8,073 .2543745 8,934 .2554761

BURBM o svvrsssorctvssesas st srssrsrsstos et o 6,091 .1919231 6,711 .1919073
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U.S. DEPARTMENT OF AGRICULTURE, FOOD AND NUTRITION SERVICE—NATIONAL SCHOOL LUNCH
PROGRAM—Continued -

[Sec. 4 muttiplication Factors by State for schoor years 1983 and 1984)

State revenue State ravenve

¢ Capita 0 C3pila Saatars o
sae B R
Hawaii 10.101 .3000000 11,035 .3000000
Idaho 8,056 .2538389 8,937 .2555619
Ilinois 10,521 .3000000 11,576 .3000004
indiana . 8,936 .2815671 9,720 2779525
lowa...... 9,358 .2948640 10,474 .2995139
[ Y 9,983 .3000000 10,813 .3000000
Kentucky 1,613 .2398803 8,420 2407778
Louisiana : 8,458 .2665056 9,518 2121162
Maine 1,925 2497112 8,535 .2440663
Maryland .... . 10,460 .3000000 . 11,477 .3000000
Massachusetts . 10,125 .3000000 11.122 .3000000
Michigan . 9,950 .3000000 10,790 .3000000
Minnesota 9,724 .3000000 - - 10,768 .3000000
MisSiSSippi....veererro . 6,580 2003312 7,408 2118387
Missouri 8,982 .2830165 9,651 .2759794
Montana 8,536 .2689633 9,410 .2690878
Nebraska e . 9,365 .2950845 10,366 2964255
Nevada : 10,727 .3000000 11,576 .3000690
New Hampshire..... . 9,131 2877114 9,994 .28578718
New Jersey 10,924 .3000000 12,121 .3000000
New Mexico 7,841 .2470644 8,529 2438948
New York 10,260 .3000000 11,466 .3000000
North Carolina 7,819 .2463712 8,649 .2173263
North Dakota . 8,741 2156118 10,213 .2920503
Chio 9,462 2981410 10,313 .2949099
QOklahoma..... 9,116 .2872381 10,247 2930226
COregon . ‘9,317 2935721 10,008 .2861882
Pennsylvania 9,434 .2972581 10,370 .2965339
Puerto Rico...... 3,462 .1090852 3,176 1079783
Rhode Island... 9,444 .2975738 10,153 ,2963346
Samoa, Americ. - 1,808 0569688 1,992 .0569631
South Carolina......... 7,266 .2289465 8,039 .2208828
South Dakota........... . 7,806 .2459616 8,833 .2525819
Tennessee........ . 1,720 .2432518 8,447 12415499
Texas 9,545 .3000000 10,729 .3000000 -
Trust Territory . 944 0297448 1,040 0297398
Utah 7,649 .2410146 8313 2377180
Vermont 1.821 .2466233 8,723 2494424
Virginia 9,392 .2959353 10,349 .2959354
Virgin Islands.... 7,209 .2271505 7,944 2271661
Washington 10,309 .3000000 11,2717 .3000000
West Virginia 7,800 2457725 8317 .2385482
Wisconsin 9,348 2945489 10,035 .2859603
Wyoring 10,898 .3000000 11,665 .30C0000
Northern Mariana Islands... 2,065 0650667 2,275 .065055¢

Per capita income. certified by the Department of Commerce, on which the school year 1983 State revenue factors are based.

2This factor when multiplied by sec. 4 funds, for all lunches, used for the geriod July 1, 1980 through June 30, 1981, will detesmine the State
tevenue maiching requirement for the period July 1, 1982 through June 30, 1983 (School year 1983). .

3 Per capita income on which the school year 1984 State revenue factors are based. The national average per capita income was $10.491 in
1981, Per capita income is for the most recent calendar year for which data are available.

< This factor when multiplied by sec. 4 funds, for all lunches, used for the geriod July 1, 1980 through June 30, 1981, wil determine the State
revenue maiching requirement for the peried July 1, 1983 through June 30, 1984 (School year 1984).

Source: Food and Nutrition Service, U.S. Department of Agriculture.

The percentage for a school year is based on per capita income
information from the second preceding year.

The matching requirement was changed as a result of the Omni-
bus Budget Reconciliation Act of 1981. Prior to 1981, the State con-
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tribution was based on the total section 4 Federal funding level
from the previous school year.

The 1981 act specified that, for future years, Federal section 4
funding for the 1980-81 school year would be used as the “base” on
-which all future State contributions would be figured. If the match
had remained tied to the Federal funds provided, the State contri-
bution would have been proportionately reduced because the Fed-
eral funds for section 4 were reduced pursuant to the same leg-
islation. Thus, the only variable factor for future years is what
percentage of the 1980-81 section 4 Federal reimbursement will be
required of each State, based on the annually updated State per
capita income.

Because the Federal reimbursements for section 4 were reduced
by the 1981 act, the percentage of section 4 funding contributed by
the States has been effectively increased for the short term. 'This
will remain the case until such time as section 4 Federal funding is
higher than it was in the 1980-81 school year. As section 4 reim-
bursements are indexed annually, the Federal percentage of total
section 4 expenditures will increase and correspondingly will
reduce the percentage contributed by States. Prior to 1981, that
percentage was 27.8 percent. The effective State matching rate
during 1982 was 49 percent.

SECTION 11: SPECIAL ASSISTANCE

Section 11 of the National School Lunch Act provides additional
cash reimbursement for students whose family income falls into
the free or reduced-price category, that is at or below 130 or be-
tween 130 and 185 percent of poverty, respectively.

Current additional reimbursement rates for the 1982-83 school
year are 104 cents for each free lunch and 64 cents for each re-
duced-price lunch.

Thus, the current maximum Federal cash reimbursement for
school lunch assistance is 115 cents for free, 75 cents for reduced
price, and 11 cents for paid lunches. These rates are 2 cents higher
in school fcod authorities where over 60 percent of the meals are
served to free and reduced-price students.

MANDATED (OR ENTITLEMENT) COMMODITY ASSISTANCE

In addition to cash, authority for commodity assistance to school
lunch programs is provided under sections 6 and 14 of the National
School Lunch Act, section 32 of the Act of August 24, 1935 (some-
times called the Agricultural Act of 1935), and section 416 of the
Agricultural Act of 1949. Commodity assistance is provided to par-
ticipating schools and institutions in the form of actual commodity
items to be used for lunch meals. Under section 6 of the National
School Lunch Act a specific per lunch value of commodities is re-
quired to.be provided; the current commodity assistance rate is 11.5
cents per lunch. This amount is annually indexed to reflect
changes in the Price Index for Food Used in Schools and Institu-
tions. As with section 4 general assistance, commodity assistance is
_ provided regardless of the family income of the participating child.

17
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The commodity assistance is available for ezci meal served, and
is provided to each State based on their estimated number of
lunches that will be provided during the coming school year.

BONUS COMMODITIES

In addition to the mandated commodities, the school lunch pro-
gram may also receive ‘‘bonus commodities.” This commodity dis-
tribution system allows the Secretary to donate surplus or price-
support commodities. Such contributions may not be assessed
against the State’s mandatory allocation—or entitlement commod-.
ities previously described.

The amount of commodities distributed under the bonus program
varies, from year to year, as do the specific types of commodities
that are provided. The following chart shows the amount of man-
dated commodities and bonus commodities provided during the
past 10 years:

MANDATED (OR ENTITLEMENT) AND BONUS COMMODITIES DISTRIBUTED TO SCHOOL LUNCH
PROGRAMS, 1981-83

{Dollars in milfions}

Mandated commodities Bonus commodities
Fiscal vea
o ’ Co\rlnallTl‘:‘:dil::ES Cents per lunch cu\rﬁrlrl\]gdﬂi[es Cents per lunch
LIBY s s s e $632.0 115.5/13.5 $309.4 4
1982... oot v 439.2 11.0 339.5 9
1983 .. . . 4596 11.5 S LW

+ Commodity rates were lowered effective Jan. 1, 1981 as 3 result of changes enacted in the Omnibus Budge! Reconciliation Act of 1980.
*Not available. Bonus commodities to be furmshed durng the current fiscal year and the cents-perdunch value are not ye! known.

Soutce- Food and Nutrition Service. (.S, Department of Agriculture.

In recent years, the bonus commodities have been primarily
_dairy products. During fiscal year 1982, for instance, it is estimated
that almost all of the bonus commodities were: dairy products—
milk, butter, and cheese.

The commodities available under the bonus program are often
used by schools to substitute for commodities which otherwise
would be requested under the mandated commodity program. For
instance, none of the mandated commodities were dairy products in
fiscal year 1982, when 90.5 percent of bonus commodities were
dairy oriented.

Distribution of bonus commodities to schools is authorized under
section 416 of the Agricultural Act of 1949 which permits the Com-
modity Credit Corporation to prevent waste of commodity stocks
acquired through its price support operations by donation to non-
profit school lunch programs and under section 32 of the Act of
August 24, 1935 which authorizes the distribution of surplus com-
modities—which are usually imperishable products.

The bonus program is not considered part of the anticipated Fed-
eral subsidy, because frequently it is not announced or determined
until midyear—or may be changed during the year. The Secretary
is not permitted to use bonus commodities to take the place of
mandated commodities. Nevertheless, bonus commodities often con-

15-642 O—H3——2
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tribute significally to the per meal subsidy—as noted in the previ-
ous table.

The value of bonus commodities varies from area to area. Some
schools get more, but most receive some level of commodity assist-
ancel. During fiscal year 1982, bonus subsidies averaged 9 cents per
meal. ,

The following table delineates the iut2! Federal assistance pro-
vided during the current year—exciuding bonus commodities:

FEDERAL ASSISTANCE PER MEAL SERVED IN THE NATIONAL SCHOOL LUNCH PROGRAM—JULY 1,
1982—JUNE 30, 1983

(In cents}

Free Reduced price Paid

Section 4: (General assistance), i1 11 11
Section 11: (Special assistance) 104 64 0
Commedities... . 11.5 11.5 11.5

126.5 86.5 2.5

Total mendated Federal assistance..................

LEGISLATIVE HISTORY

The school lunch program is the oldest and the largest of the nu-
trition programs operated by the Food and Nutrition Service.

The earliest assistance for school lunch program operations was
begun in the 1930’s, primarily as a result of an agricultural policy
which placed emphasis on the disposal of surplus commodities.

As early as 1932, some existing school lunch programs received
Federal loans and agricultural surpluses. The Reconstruction Fi-
nance Corporation made loans to several towns in Missouri.to
cover the cost of the preparation and serving of school lunches. In
1933 and 1934 this work was expanded under the Civil Works Ad-
ministration and the Federal Emergency Relief Administration
which served in 39 States.

Beginning in 1935, new authority was established under section
32 of the Act of August 24, 1935 to provide that surplus farm com-
modities could be provided to school lunch programs through a
direct purchase and distribution program.

From 1943 to 1946, the USDA conducted a new program under
which section 32 funds were used to make cash grants to schools to
enable them to purchase foods locally for the school lunch pro-
gram—and school milk program. With the enactment of the 1944
Agricultural Appropriations Act (Public Law 78-129), Congress for
the first time authorized a specific amount of section 32 funds for
the school lunch and milk programs without regard to the exist-
ence of surpluses. ’

National School Lunch Act—1946

The major legislation governing the school lunch program was
the3a§%option in 1946 of the National School Lunch Act (Public Law
79-396).

The act authorized appropriations ‘“as may be necessary” to
“* * * safeguard the health and well-being of the Nation’s children

19
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and to encourage the domestic consumption of nutritious agricul-
tural commodities and other food, by assisting the States, through
grants-in-aid and other means, in providing an adequate supply of
foods and other facilities for the establishinent, maintenance, oper-
ation, and expansion of nonprofit school-lunch programs.”

The Secretary of Agriculture was authorized to make payments
to States on a matching basis and according to a need formula. Sev-
enty-five percent of the available funds were to be apportioned to
the States on the basis of the number of schoolchildren in the State
and the need for assistance in the State based on the relation of
the per capita income in the United States to the per capita income
in the State. Three percent of the total funds were to be reserved
for use in Alaska, the Territory of Hawaii, Puerto Rico, and the
Virgin Islands. The Secretary waz to have available $10 million to
provide nonfood assistance—equipment used on school premises for
the storage, preparation, or serving of food for schoolchildren—for
the school lunch program. Three percent of these funds as well
were to be reserved for use in Alaska, the Territory of Hawalii,
Puerto Rico, and the Virgin Islands. Three and one-half percent of
the tota! funds were to be made available for the Secretary for ad-
miuistrative expenses. The remaining funds were to be used for the
purchase of agricuitural commodities and other food to be distrib-
uted to the participating schools. States were required to match
Federal funds as follows:

Fiscal years 1947 to 1950—§1 for each Federal dollar;
Fiscal years 1950 to 1955—$1.50 for each Federal dollar; and
Fiscal year 1956 and thereafter—$3 for each Federal dollar.

The program at this point consisted entirely of what is today
general assistance, referred to as the section 4 program, so named
because of its origination under section 4 of the National School
Lunch Act.

In any State where the per capita income was less than the per
capita income of the United States, the matching required would
be decreased by the percentage which the State per capita income
was below the per capita income of the United States. The match-
ing requirement could be satisfied with children’s meal pavments,
as well as the reasonable value of “donated services, supplies, facil-
ities, and equipment as certified.” However the ‘‘cost or value of
land, or the acquisition, construction, or alteration of building or
commodities donated by the Secretary, or of the Federal contribu-
tions” could not be used to meet the matching requirement.

The lunches served by tne participating schools were required to
meet the nutritional requirements prescribed by the Secretary.
Three types of lunch were authorized: type A, type B, and type C.
The type A lunch was developed to meet one-third to one-half of
the minimum daily nutritional requirements of a child 10 to 12
years of age; certain adjustments in the meal could be made to
meet the requirements of children of different ages. The type B
lunch provided a supplementary lunch in those schools where ade-
quate facilities were not available to provide the type A lunch.
One-half pint of whole milk constituted the type C lunch. Maxi-
mum reimbursement for these lunches was 9 cents for a type A
lunch, 6 cents for a type B lunch, and 2 cents for a type C lunch.
These reimbursement rates were reduced by 2 cents for zny
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lunches which did not serve milk because the milk did not meet
State and local standards regarding butterfat and sanitation. Any
other lunch without milk was not reimbursable. Funding continued
to go to the States on the basis of the need formula; these amounts
merely served as maximum reimbursements which the Secretary
could pay per lunch.

NoTe.—The type A lunch is the only type of meal now served
under the school lunch program.

Local school authorities were directed to serve lunches without
cost or at a reduced price to those children determined by school
authorities as being unable to pay the full cost. The law further
stated that there was to be no physical segregation or discrimina-
tion against any child who was unable to pay for his lunch. The
schools were to utilize, insofar as practicable, surplus commodities
in their lunch programs. The programs were to operate on a non-
profit basis, and records and accounts were to be maintained.

1949

In 1949, section 416 of the Agricultural Act of 1949 (Public Law
81-439) authorized the Secretary to provide commodities acquired
through price support operations to the school lunch program. The
Commodity Credit Corporation was authorized to donate commod-
ities it had acquired, under its price support programs in order to
prevent waste. The bonus commodities were in addition to those
authorized under section 82 of the Agricultural Act of 1935.

1962

The first significant change in the school lunch program oc-
curred in 1962 with the revision of the section 4 funding and the
establishinent—under Public Law 87-823—of new, separate fund-
ing authority, section 11, for schools drawing attendance from low-
income areas. Apportionment of funds to the States was changed so
that it was to be based on the participation rate for the State and
the need as determined by State per capita income. Previous allo-
cation was based on the number of children in the State—without
regard to actual participation—as well as the assistance need rate.

Funds for this new program were appropriated for fiscal year
1966. Originally, section 11 was intended for schools, rather than
individual studen‘s, that were deemed needy. Specifically, the law
provided special assistance to schools drawing attendance from
areas in which poor economic conditions exist, for the purpose of
helping such schools to meet the requirement * * * of this act con-
cerning the service of lunches to children unable to pay the full
cost of such lunches. Apportionment for section 11 funding was to
be based on participation in the preceding fiscal year and the as-
sistance need rate. The selection of schools eligible for section 11
funding was determined by the State educatiornal agency based on
the following factors: (1) The economic condition of the area from
which such schools draw attendance; (2) the needs of pupils in such
schools for free or reduced-price lunches; (3) the percentages of free
and reduced-price lunches being served in such schools to their
pupils; (4) the prevailing price of lunches in such schools as com-
pared with the average prevailing price of lunches served in the
State under this act; and (5) the need oi such schools for additional
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assistance as reflected by the financial position of the school lunch
programs in such schools.

Child Nutrition Act of 1966

The next significant legislative changes affecting the school
lunch program were made in the Child Nutrition Act of 1966,
Under this new act, Public Law 89-642, new funds were authorized
for State administrative expenses. These were provided for State
educational agencies to use in supervising and giving technical as-
sistance to schools for the conduct of programs under this new act
as well as the National School Lunch Act. Funds could also e used
for the administration of additional activities under the school
breakfast program, the nonfood assistance program, equipment as-
sistance, and the general assistance program, section 11 of the Na-
tional School Lunch Act.

1970

In 1970, the law was changed to require for the first time that
the Secretary establish uniform national guidelines for eligibility
for free and reduced-price lunches, Public Law 91-248. Eligibility
determinations for the program were to be made on the basis of an
affidavit by the student’s family. Schools were directed to give first
priority for free meals to the neediest children. In addition, the
schools were mandated to announce publicly the eligibility require-
ments for these programs. The maximum charge for a reduced-
price meal could not exceed 20 cents. The 1970 law also revised the
matching requirements so that State funds had to constitute a por-
tion of the overall matching requirement. This insured that match-
ing funds would not be comprised solely of students’ meal charge
payments. Language was also added prohibiting overt identification
of children receiving free or reduced-price meals. Further, the 1970
act provided an open-ended authorization for section 11 special as-
sistance funds—the assistance created in the 1962 law—and direct-
ed that such funds be available to any school serving free and re-
duced-price lunches.

In developing its uniform national guidelines in response to the
1970 law, USDA essentially used the Census Bureau’s existing pov-
erty guidelines with some variations, primarily for household size.
Poverty guidelines established by the Office of Management and
Budget, widely used in income tested programs since the 1970’s,
had not yet been developed. Legislation in 1980 converted the
school lunch program to the use of the OMB guidelines for fiscal
year 1981 and subsequent years.

1971 _

Under the Nixon administration, USDA originally issued regula-
tions establishing 100 percent of USDA poverty guidelines as a
minimum standard, but States could set a higher income limit if
they chose to do so. However, subsequent regulations in October
1971, established the 100-percent level as a maximum rather than
a minimum, income eligibility level.

Subsequently in 1971, in Public Law 92-153, Congress expressly
established the poverty guidelines as minimum eligibility stand-
ards, overturning tire Cctober 1971 regulations.

<2
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The same 1971 legislation also provided for the use of section 32
funds to continue school lunch programs until a supplemental ap-
propriation could be passed. Also, for the first time, a per meal re-
imbursement figure was established. The reimbursement for sec-
tion 4 (general assistance) had to average 6 cents for every lunch
served within each State. This was fundamentally different from
the maximum contribution rate—then set by the Secretary at 12
cents. The 12 cents maximum contribution rate set a ceiling on the
amount of Federal funds that a State could receive, but did not
guarantee any specific or minimum amount of reimbursement. The
national average reimbursement rate, while permitting States to
vary the amount they provided to individual schools, guaranteed
that the States would get at least an average of 6 cents for each
meal served in their State.

In addition, the new law established a guaranteed level of reim-
bursement for free and reduced-price lunches under section 11 spe-
cial assistance. Free lunches were to be reimbursed at a rate of 40
cents or the cost of the meal, whichever was less; reduced-price
meals were to be reimbursed at the lesser of either 40 cents, or the
cost of the meal minus the highest price charged. The Secretary
was permitted to provide a higher reimbursement for especially
needy schools.

1972

In 1972, the school lunch program was modified to increase the
average reimbursement rate for the general assistance program,
section 4, from 6 to 8 cents per lunch. States could vary the per
lunch rate within the State.

The 1972 law, Public Law 92-433 also set for the first time specif-
ic statutory minimum poverty guidelines, although some deviation
by States could continue. The law required that children whose
family income was below 100 percent of the Secretary’s poverty
guidelines would be eligible for a free lunch. The States had the
option to establish eligibility for the free lunch program up to 25
percent over the guidelines that is 125 percent of poverty. Eligibil-
ity for the reduced-price-lunch program—which was elective at the
option of States or schools within States—was to be set by the
State not to exceed 50 percent above the Secretary’s guidelines,
that is, 150 percent of poverty.

Disbursements to nonprofit private schools could be made direct-
ly by the Secretary in the same manner and using the same reim-
bursement rate as for those disbursements made by State educa-
tional agencies. This was in order to assist private schools in those
States where public law or State practice precluded the educational
agency from making payments to private schools.

Finally, the Secretary was prohibited from prescribing regula-
tions which would prohibit the sale of foods sold in competition
with child feeding programs if the proceeds from the sale of such
competitive foods accrued to the schools or a school approved stu-
dent organization. This action was effectively reversed by subse-
quent 1977 legislation.
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1973

In 1973, Public Law 93-13 amended the law to allow States to re-
ceive in cash, during fiscal year 1973, the difference between com-
modities promised by USDA and those actually provided. This
“cash-in-lieu of commodities” provision would trigger into effect if
USDA supplied less than 90 percent of the commodities which had
been promised. The level of commodities to be provided thus far
had always been determined at the tctal discretion of the Secre-
tary. The provision was in response to the fact that high-farm
prices had made it difficult for USDA to purchase surplus and
price-supported commodities for school feeding programs at the
same level as was originally expected and the concern about what
impact this might have on school feeding programs. Commodity as-
sistance was valued at approximately 7 cents per lunch at that
time. ‘o

Later in 1973, Congress amended this authority;to make this pro-
vision for cash-in-lieu of commodities permanent (Public Law 93-
150).

In the same year, Congress included a provision in the Agricul-
ture and Consumer Protection Act of 1973 (Public Law 93-86) to
provide the Secretary of Agriculture with authority to purchase
sufficient amounts of ccmmodities for schools and other domestic
food assistance programs from directly appropriated funds when
surplus or price-supported commodities were not available. Prior to
that time, USDA was not permitted to purchase or acquire surplus
commodities for the school lunch program unless such items were
in surplus or selling below price-support levels. .

Also in 1973, in Public Law 93-150, Congress increased the gen-
eral assistance, scction 4, reimbursement rate, from 8 cents to 10
cents per lunch. The additional special assistance, section 11, reim-
bursement rates were set at 45 cents for free and 10 cents less than
the free rate—35 cents—for reduced-price lunches.

This 1973 act was also important in that it established for the
first time that the reimbursement rates mandated in the law were
to be-automatically indexed to inflation. The law required that the
rates be aljusted semiannually, each January and July, to reflect
the changes in the series for Food Away From Home for the most
recent 6-month period for which such data are available.

In addition to reimbursement rate changes, the State optional
eligibility cut off level for the reduced-price-lunch program was
raised to 75 percent above the Secretary’s poverty guidelines, that
is, 175 percent of poverty for | year. A minimum 100 percent of
poverty was still provided, but States could increase, from 150 to
175 percent of poverty, the maximum cutoff level.

1974

In 1974, the provision which permitted States to set income
guidelines for reduced-price lunches, where offered, at 75 percent
above the Secretary’s poverty guidelines was made permanent
(Public Law 93-326).
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1975

Congress included in the legislation a provision requiring that,
beginning in fiscal year 1975, a level of commodity aisistance
valued at 10 cents per lunch be provided for all school lunches.
This aniount was to be adjusted annually for changes in the Con-
sumer Price Index.

Under legislation enacted in 1975 (Public Law 94-105), States
were required for the first time to offer reduced-price lunches to
children meeting specified income criteria. Prior to this point, the
reduced-price segment of the program was operational at the
option of the State, and eligibility guidelines were flexible, up to
175 percent of poverty guidelines, again at the option of the State.
The 1975 law required that children with incomes under 195 per-
cent of the Secretary’s poverty guidelines be eligible for reduced-
price lunches.

The 1975 act also expanded the definition of “school” to include
any public or licensed nonprofit, private residential child care insti-
tution. This provision included specific references to permit or-
phanges and homes for the mentally retarded to participate in the
national school lunch program

In addition to these changes, the new law also provided that in
order to receive meal reimbursements, a type A lunch had to be
offered to students, rather than served, as had previously been the
case. This so-called “offer versus serve” option applied only in
senior high schools.

1977

In 1977, the offered versus served option was expanded to include
students in junior high and middle schools when approved by the
local school district or authority (Public Law 93-166). ,

The 1977 law also changed special assistance—section 11—to
allow that in any school in which at least 80 percent of the chil-
dren are eligible for free or reduced-price lunches, special assist-
ance payments for these lunches could be made for the following
fiscal year based on the number of free and reduced-price lunches
served in the previous year. Additionally, a special provision was
added or schools which elected to serve ail children free lunches for
3 years and which paid for the lunches for nonneedy children from
sources other than Federal funds. In such circumstances, special
assistance payments at free and reduced-price rates could be made
to the State educational agency for that school, even though all
meals had been served free, for 3 years based upon its number of
children determined eligible for fee and reduced-price meals during
the first fiscal year. In other words, the school did not have to dem-
onstrate its free, reduced price and paid categories every year if it
had over 80 percent free and reduced the first year.

The 1977 legislation also included a provision permitting schools
to refuse to accept up to 20 percent of commoditi=s offered and re-
ceive other commodities, if available, in their place.
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1978 .
In 1978, Congress formally set the income eligibility criteria-for
free lunches at 125 percent of the poverty guidelines prescribed by

the Secretary, Public Law 95-627.

In 1980, changes were made to income eligibility criteria in the
program. The income eligibility criteria for {ree and reduced-price
lunches had been updated annually each July 1. Prior to 1980, in
indexing the USDA poverty guidelines, upon which income eligibil-
ity criteria for the school lunch program were based, inflation
through the preceding March 1 was considered. This March update
allowed for a more current reflection of inflation than was allowed
under the OMB poverty guidelines, which provided adjustments
based on the previous calendar year rate of increase in the Con-
sumer Price Index—that is, January to December. The USDA pov-
erty guidelines, used to revise income eligibility criteria each July,
were essentially the OMB poverty guidelines updated through
March of the year of their use. Consequently, when applied for pro-
gram use each July, the USDA poverty guidelines reflected all but
3 months of inflation whereas the OMB guidelines measured infla-
tion through the previous December, or all but 6 months of infla-
tion.

Omnibus Reconciliation Act of 1980

The Omnibus Reconciliation Act of 1980, Public Law 96-499,
eliminated this March update of the poverty guidelines for 1 year.
Consequently, the income cutoff levels were lower without the
March update than would have been the case with the use of the
USDA poverty guidelines.

In order to offset the inipact of lower income eligibility criteria
because of the elimination of the March update, the 1980 Reconcili-
ation Act provided for the use of a standard deduction in comput-
ing household income. This standard deduction took the place of
the legislatively terminated special, or hardship, deductions which
had been allowed by regulation for extraordinary medical, housing,
and special education expenses. A standard deduction of $80 per
month replaced the previous deduction schedule. The deduction
was available for both free and reduced-price-income eligibility.

The overall effect of the two proposals was to reduce eligibility
for free and reduced-price lunches, but not to the extent that would
have been the case if no standard deduction had been provided.

The 1980 act also reduced by 2.5 cents the reimbursement rate
" for general assistance, section 4, for school districts serving less
than 60 percent of their meals to free or reduced-price students. In-
dexing of the reimbursement rates—which had been done semian-
nually since the 1973 act—was to be skipped on January 1, 1981,
with semiannual indexing to be restored on July 1, 1981.

Additionally, mandated commodity assistance was reduced by 2
cents, from 15.5 cents to a level of 13.5 cents per lunch.

The changes made by the Omnibus Reconciliation Act of 1980
marked a dramatic change in the school lunch program. For the
first time in its history, the reforms were of a cost-saving nature
rather than an expansionary variety. The total budget savings an-
ticipated from the 1980 changes were estimated by the Congres-
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sional Budget Office to save approximately $400 million during
fiscal year 1981.

Omnibus Budget Reconciliation Act of 1981

Additional, significant changes in the school lunch program were
legislated in 1981. Again, the general tenor of the reforms, included
in the Omnibus Budget Reconciliation Act of 1981, Public Law 97-
35, was to achieve reductions in Federal spending as a part of the
new Reagan administration’s economic recovery package.

Some of the reforms were included in both the Reagan adminis-
tration’s fiscal year 1982 budget as well as the outgoing Carter ad-
ministration’s budget. Two measures which had been deemed tem-
porary when they were enacted in 1980 were made permanent. The
March update of the income poverty guidelines was permanently
dropped. Future updates would confinue to be made annually on
July 1, based on inflation in the preceding calendar year. Also the
temporary elimination of the January semiannual inflation adjust-
ment of reimbursement rates was made permanent so that reim-
bursement rates would be indexed annually each July 1.

Additionally reimbursement rates were reduced. The following
table outlines the reimbursement rates which existed prior to the
1980 legislative changes and the changes mandated by the recon-
ciliation bills of 1980 and 1981: v '

REIMBURSEMENT RATES IN THE SCHOOL BREAKFAST PROGRAM: CHANGES RESULTING FROM 1980
AND 1981 LEGISLATION

[In cenls per meal]
1980 1981 reconciliation (Public Law
Pre.1980, iy 1, feconclilin, 97-3%)
0 oL g 1oy 1, 1982
1381 : ¥l
BaSIC (SEC. 4) oo 18.5 1160 110.5 110
Special (sec. 11):
FTO8. it e 835 835 98.75 104.0
Reduced Prce . ... 63.5 63.5 53.75 64.0
Cash total: .
FIBE et e L 102.0 1995 1 109.25 Y1158
Reduced price .... 82.0 795 69.25 750
Paid........ . 18.5 16.0 10.5 11.0
Commodity assistance . ... 15.5 13.5 11.0 115
Totat {cash and commodities):
free 117.5 1130 1120.25 11265
REQUCED PIICE .......oo oo 97.5 93.0 80.25 865
Paid 34.0 295 21.5 225

' Eacept for schools with 60 percent o more free or reduced pricc. 2.5 cents more under 1980 act, 2 cenls more under 1981 act.

Income eligibility guidelines were also modified. The standard de-
duction which had been created by the 1980 act was eliminated.
Free lunch income eligibility was set at the same level as the gross
income eligibility standard required for the food stamp program.
The same legislation set 130 percent of poverty as the gross income
test for food stamp participation. Since the previous eligibility level
was 125 percent after the standard deduction had been subtracted,
the effective income level under the 1980 act typically had ranged
from 128 to 142 percent of poverty.
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Reduced-price lunch eligibility was lowered from 195 percent of
poverty to 185 percent of poverty with a corresponding elimination
of the standard deduction.

The changes made to the school lunch program were estimated
by the Congressional Budget Office to achieve a savings of approxi-
mately $1.4 billion in fiscal year 1982.

In 1982, the Reagan administration, while making recommenda-
tions for changes in other child nutrition programs, did not recom-
mend any changes in the school lunch program, and none were en-
acted.

The following tables, supplied by the Congressional Research
Service of the Library of Congress, outline the history of the
income eligibility guidelines since their establishment in 1971 and
the per meal reimbursement rates since their establishment in
1972:

POVERTY GUIDELINES AND INCOME ELIGIBILITY FOR FREE AND REDUCED-PRICE LUNCHES 1971-83

for a family of 4

Poverty Maximum income eligibility

guideline Free Reduced

$3,720 $3.720 (100 percent) 1 ..... v 33,720 (100 percent).
3,940 83,940 (100 percent) ! ..... v $3,940 (100 percent).
4,110 $4,110 (100 percent),* State option 125 $4,110 (100 percent),?
percent == $5,140. State option 150

percent= $6,160.

4,250 $4,250 (100 percent), State option 125  $4,250 (100 percent),?

January to June 1971.........
July 1971 to June 1972..
July 1972 1o June 1973

July 1973 to June 1974......

percent = $5,310. State option 175

percent=$7,440.

July 1974 to June 1975 4,510 $4,510 (100 percent), State option 125 34,510 (100 percent),”

percent = $5,640. State option 175

percent = $7,900.

July 1975 to June 1976........covevverr. 5,010 $5010 (100 percent), State option 125  $9,770 (195 percent),

percent = $6,260. begin December 1975.

July 1976 to June 1977...cooovvvvvvree e 5700 $5,700 (100 peicent), State option 125 $11.110 (195 percent).
percent=$7,130.

July 1977 to June 1978.....ooooooerrv 6,090 96,090 (100 percent), State option 125  $11,880 (195 percent).
percent = $7,610.

July 1978 to June 1979 6,490 36,490 (100 percent), State option 125  $12,660 (195 percent).

percent =$8,110.
7,150 $8.940 (125 percent) 5......
8.200 $10,250 (125 percent) ..
7.450 $10.270 (125 percent) ..
8.450 $10,990 (130 percent) ..
9,300 $12.090 (130 percent) .......

July 1979 to June 1980.......
July to December 19806 ...
January 1981 to August 1981 ¢ ...
September 1981 to June 1982 7 ..
July 1982 to June 1983......oooccooe..

v $13.940 (195 percent).

.. $15,990 (195 percent).
.. $15.490 (195 percent).
.. $15,630 (185 percent).
. $17,210 (185 _-.icent).

v Priority for free meals determined on the basis of neediest children at discretion of the State.

2 Beginning November, all children in famifies with incomes below the povert{ guidelines were declared eligible for free and reduced-price meals.
States could otfer free meals to chidren from families with ncomes up to 125 percent of puidelines, and reduced-price meals to children from
families with incomes below 150 percent of guidelines.

 States could offer reduced-price meals to chidren. from families with incomes below 175 percent of guidelines.

4 Beginning December 1975, States required to offer reduced‘rrice meals 1o childfen from families with incomes between 100 percent and 195
ggxcent of guielines, or 125 percent and 195 percent of guidelines if State chose to provide free meals to children from famiies with incomes

low 125 percent of guidelines.

» States required to set 125 percent of poverty guidelnes as eligiility level for Iree lunches.

* Temporary change enacted under the Omnibus Budget Reconciliation Act of 1980 (Public Law 96-498). Provided for lower poverty guidelines
but 3llowed S360 annual standard deduction. which 1s added to maximum income eligibility shown.

7 Change enacted under the Omnibus Budget Reconciliation Act of 1981 (Public Law 97-35). Permanently lowered poverty guidefine. efiminated
standard deduction and changed free eigibibty to 130 percent, and reduced price cligibility to 185 percent, of poverty guideline.

Source: Federal Register for approprate years.
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School lunch czsh reimbursement rates, calendar years 1972-83 (in cents)

Paid, 6 cents

1972

Reduced price, +40 cents (i.e., 46 cents) less the highest charge for meals

Free, 40 cents (i.e., 46 cents)

Paid, 8 cents

1973

Reduced price, +40 cents (i.e., 48 cents) less the highest charge for meals

Free, + 40 cents (i.e., 48 cents)

January-June
Paid, 10 cents
Reduced price, +35 (45) cents
Free, +45 (55) cents

January-June
Paid, 11.75 cents
Reduced price, +42.5 (54.25) cents
Free, +52.5 (61.25) cents

January-June
Paid, 12.5 cents
Reduced price, +46.75 (59.25) cents
Free, 456.75 (69.25) cents

January-dJune
Paid, 13.25 cents
Reduced price, +50.0 (63.25) cents
Free, +60.0 (73.25) cents

January~June
Paid, 14.5 cents
Reduced price, +55.0 (69.5) cents
Free, +65.0 (79.5) cents

Januarv-June
Paid, 15.75 cents
Reduced price,? +51.50 (67.25) cents
Free, +71.50 (87.25) cents

January~June
Paid, 17.75 cents
Reduced price, +59.50 (77.25) cents
Free, +79.50 (97.25) cents

January-June =

Paid, 16.0 cents

Reduced price, +63.5 (79.5) cents
Free, +83.5 (99.5) cents

<9

1974 ¢

July-December
Paid, 11 cents
Reduced price, +39.5 (50.5) cents
Free, 4-49.5 (60.5) cents

1975

July-December
Paid, 12.25 cents
Reduced price, +44.5 (56.75) cents
Free, +54.5 (66.75) cents

1976

July-December
Paid, 13.0 cents
Reduced price, +48.5 (61.5) cents
Free, +58.5 (71.5) cents

1977

July-December
Paid, 14.0 cents
Reduced price, +53.0 (67.0) cents
Free, +63.0 (77.0) cents

1978

July-December
Paid, 15.25 cents
Reduced price, +58.25 (73.5) cents
Free, 4+68.25 (83.5) cents

1979

July-December
Paid, 17.0 cents
Reduced price, +56.25 (73.25) cents
Free, +76.25 (93.25) cents

1980

July-December
Paid, 18.50 cents
Reduced price, +63.50 (82.0) cents
Free, +83.50 ($1.02) cents

19813

July-September
Paid, 17.75 cents
Reduced price, +71.50 (89.25) cents
Free, +91.50 (109.25) cents
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1982+

September 1981-June 198 July 1982-June 1983
Paid, 10.5 cents _ Paid, 11.0 cents
Reduced price. +58.75 (69.25) cents Reduced price, +64.0 (75.0) cents

Free, -+ 98.75 (109.25) cents Free, -+ 104.0 (115.0) cents

! Reimbursement rates permanently set and indexed semi-annually for increases in the CPL
Jan. 1. 1981 inflation adjustment was eliminated under the provisions of the Omnibus Reconcili-
ation Act of 1980 tPublic Law 86-40th.

¢ Bepinning in 197, the reduced-price rate was lowered to 20 cents less than the free rate
unless o State set a standard meal charge of less than 20 cents for each such lunch. In that case.
the reduced-price rate was to be the lower of either 10 cents less than the free rate or the differ-
ence between the free rate and the meal charge. This exception was eliminated under the provi-
sions of the Omnibus Reconciliation Act of 1980 (Public Law 96-499), At that time all but 5
States and the trust territories were receiving the higher reduced-price pnyment.

3 Effective Jan, 1. 1950, and through September 1981, the basic rate for all meals was reduced
by 2.5 cents in all school districts where less than 60 percent of the lunches were served free or
at reduced price. This reduction was affected under the provisions of the Omnibus Reconcili-
ation Act of 19%0 (Public Law 98199 and was operative only through September 1981 when the
law was changed again. The Jan. 1. 1] inflation adjustment was eliminated by the Law.

+ Reflects changes enacted under the Omuibus Budget Reconciliation Act of 1981 {Public Law
9T-85). 2 cents additional allowed for school districts where 60 percent or more of meals are
served free and at reduced price.

Source: Federal Register. Notice of payment rates for each of years 1972-80,
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ScHoOL BREAKFAST ProGram

The school breakfast program [SBP], initiated in fiscal year 1967,
provides assistance to States to initiate, maintain or expand non-
profit breakfast programs in eligible schools and other child care
institutions. For each breakfast served, Federal reimbursement is
provided at three basic rates, depending on the income of the fami-
lies of the children participating in the program.

In fiscal year 1982, the program operated in 34,362 schools and
institutions and served approximately 567.9 million breakfasts to
an average of 3.4 million children daily.

The program operates in all 50 States, the District of Columbia,
Puerto Rico, Guam, the Virgin Islands, the Northern Marianas,
American Samoa, and the trust territories.

The school breakfast program has never been as large as its
older counterpart, the school lunch program. The following table
outlines the school breakfast participation levels among schools
and children within participating schools:

ENROLLMENT OF CHILDREN SERVED BY THE SCHOOL BREAKFAST PROGRAM, FISCAL YEAR 1982

Number of Envollment of children  Average breakfast Breakfast program
Type of nstitution participating within parlicipaling  program rlicipation participation as
nst:tutions institutions (millions) {millions) Percent of enroliment
Schoals (public and private) ..o 30,459 15.335 33 21.5
Residential child care inslitutions {public
and private) .................. e 3903 178 Bl 74.5
L 34,362 15.513 34 22.1

Source. Food and Nutrition Service. U'S. Department of Agrculture,

tween 130 and 185 percent of poverty who received reduced-price
breakfasts. An additional 11 Percent paid for their breakfasts.
These are primarily children with family incomes above 185 per-
cent of poverty.

Participation varies a great deal among school children of var-
ious ages. The following table portrays the percentage of public
school children—in participating breakfast schools—that partici-
pated in the breakfast program by grade level:

Percentage of breakfast program participa[/ion within participating public schools,
19811

Elementary
Junior high




Pereent

Senior high 12.0

Total 24.6

! The figures cited in the earlicr tuble are for 1982 (after reconciliation changes had been im-
plemented! and include private schools and residential child care institutions.

Source: Food and Nutrition Service, U.S. Department of Agriculture.

Most schools participating in the breakfast program are elemen-
tary schools—73 percent—as shown in the accompanying table. Ad-
ditionally, student participation is heavier there and consequently
most meal reimbursements—74 percent—are f{or meals served
within elementary schools.

DISTRIBUTION OF PARTICIPATING SCHOOLS AND MEAL REIMBURSEMENTS IN THE SCHOOL
BREAKFAST PROGRAM, FISCAL YEAR 1982

(In pescent]

Breakfast
feinburse-

Scnools ments for
meals served
to children
Grade level:
Elementary ... ... oo . 73 74
Junior high e e e sa s et e s ne s ettt s ernenseaeine st ens s been 13 13
SBAIO PURR oo et oot reeinnie s et s R 14 13

SEVERE NEED

Basic Federal reimbursements are predicated on the income level
of the families of children who participate in the program. Federal
law provides an additional payment to be made.on behalf of schools
designated in “severe need.” A school food authority may apply for
severe need reimbursement under certain circumstances tied to
both the cost of breakfast preparation and distribution of free and
reduced-price students in the lunch program. A school food authori-
ty may receive severe need funding if 40 percent or more of the
lunches served were served at a free or a reduced price and unusu-
ally high preparation costs exceed the regular breakfast reimburse-
ment. An exception to this rule is currently provided for schools
that served breakfast because State law requires the operation of a
breakfast program in the school. Such schools are automatically de-
termined to be severe-need schools. Currently three States require
a breakfast program in all or a portion of their public schools. They
are New York, Ohio, and Texas.

(NoTteE.—As a result of a phased-in change made by the Omnibus
Budget Reconciliation Act of 1981, schools that are required by
State law to operate a school breakfast program will no longer
qualify for automatic designation as a severe need school. Lead
time was given to allow State legislatures sufficient time to amend
their policies, if they so desire, in light of the Federal change in
applicable reimbursement rates. Effective July 1, 1983, schools in
States in which the legislature meets annually will no longer be
deemed severe need solely by virtue of a State requirement to serve
breakfast; rather, they will have to meet the other criteria of Fed-
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eral law. Elimination of similar schools in States in which the leg-
islature meets biennally will take place dJuly 1, 1984,

“Severe need” reimbursements are only available for free and re-
duced-price breakfasts.

Currently, about 47 percent of the breakfasts served in partici-
pating schools receive the severe need subsidy.

Eligibility for free and reduced-price breakfasts is tied to school
lunch program eligibility; that is, free when family income is at or
below 130 percent of poverty—currently $12,090 for a family of
four—and reduced price when family income is at or below 185 per-
cent of poverty—currently $17,210 for a family of four.

Under Federal law, schools may not charge students who qualify
for the free breakfasts. It is literally meant to be “free” to the stu-
dent. The 1982-83 school year Federal reimbursement rate for free
breakfasts is 60 cents per meal, 72.25 cents in severe need schools.

Schools may charge students for reduced-price breakfasts, but no
more than 30 cents. In the 1982-83 school year, the average charge
for a reduced-price breakfast is 22 cents.

There is no limit placed on the amount a school may charge for
breakfasts served to paying students—those from families with in-
comes above 185 percent of poverty. In the 1981-82 school year, the
average price of breakfast to paying students was 41 cents, accord-
ing to the Food and Nutrition Service. The current Federal reim-
bursement made on behalf of paying students is 8.75 cents per
meal for both regular and severe need schools,

Also the distribution of free, reduced price, and paid breakfasts
varies within the various grade levels. The following chart outlines
the percentages of public schoolchildren participating in each of
the three levels—free, reduced price, and paid—in the various
levels of schools during fiscal year 1981:

DISTRIBUTION OF FREE, REDUCED PRICE, PAID REIMBURSEMENTS IN SCHOOL BRFAAFAST PROGRAM
BY GRADE LEVEL IN PUBLIC SCHOOLS, FISCAL YEAR 1981

{In percent}
o Elementary J_unmr tugh Senior high T Total
Free. 75 12 62 3
Reduced price . ... ... .. 8 6 6 7
Pad.coes 19 22 32 20

Source Food and Nulﬁ!mn Service. U5 Department ot Agriculture ’
The current school breakfast cash reimbursement rates are as °
follows:

FEDERAL REIMBURSEMENT RATES IN THE SCHOOL BREAKFAST PROGRAM, JULY 1, 1982 THROUGH
JUNE 30, 1983

{in cents)
T . ) Regular Severe need
reimbursement  reimbursement
Free (below 130 percent) ... . . 60.0 72.25
Reduced-price (130 to 185 percent) .. ....... oo 300 42.25
...................................................................................................... 8.75 (')

Paid (above 185 percent)

! There 5 no hgher evere need rate for paying students; rather the 8 75 cents rate apphes,
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All these rates are indexed annually on July 1, based on changes
in the Consumer Price Index for Food Away From Home for the
previous 12 months ending May 30.

Growth in the program had been consistent during the operation
of the program until changes enacted in the Omnibus Budget Rec-
onciliation Act of 1981, as demonstrated by the following table:

SCHOOL BREAKFAST PROGRAM—FUNDING AND PARTICIPATION

Average daily participation Pragram level
Fiscal year Total R e Pad (rounded 1o
Free Reduced lhousands)

80,000 1 60,000 20,000 $573,000
200,000 1 100,000 100,000 2,000,000
300,000 1200,000 100,000 5,540,000
600,000 1 400,000 200,000 10,870,000
1,000,000 1 800,000 200,000 20,140,000
1,100,000 1 900,000 200,000 24,422,000
1,300,000 1,100,000 30,000 170,000 37,002,000
1,500,000 1,200,000 20,000 280,000 - 58,521,000
2,000,000 1,600,000 50,000 350,000 83,000,000
2,300,000 1,900,000 70,,000 330,000 116,500,000
2,100,000 1,700,000 80,000 320,000 16,963,000
2,600,000 2,100,000 100,000 400,000 144,076,000
12,800,000 2,200,000 240,000 460,000 184,269.000
3,200,000 2,500,000 200,000 500,000 216,435,000
3,690,000 2,900,000 250,000 540,000 246,900,000
3,810,333 3,051,333 249,889 509,111 339,126,000
3,361,667 2,826,389 165,000 369,778 319,400,000

* Particrpation not Sepatated for these years. , . '

=Transilion quarter—period from July 1. 1976 through September 30. 1976 just prior to Ihe officiat change in the fiscal year from July 1
through June 30 o Octcber 1 through Seplember 30. . )

aBarticipalion breakdown for free. reduced and paid breakfasls is estimated on the basis of breakfasts served in Ihese Categories.

The following chart outlines State participation levels during
fiscal year 1982:

SCHOOL BREAKFAST PROGRAM—BREAKFASTS SERVED FISCAL YEAR 1982

['n thousands}
Tola) breakfasts served
State Reduced price Free
Paid Total
Regular Severe need Regutar Severe need
Alabama 1,078 549 141 12,446 4,181 18,395
Alaska...... 51 10 15 106 221 409
ALZONA v e 513 87 133 1,739 2,681 5,153
Arkansas 1,330 321 134 3,981 2393 8,159
California...... 4,682 680 1.765 11,757 45,626 64,510
Colorado .. 504 48 80 919 1,590 3,141
Connecticut .. 170 14 10 464 554 1,212
Delaware 159 17 24 514 790 1,504
District of Columbia..............coovvvivrrrrrnee 86 38 e 2381 2,465
Florida 2,490 382 895 7,395 16,127 27,289
Gecrgia 4,484 1,263 39 19,419 390 24,494
Guam . 407 5 106 50 756 1,324
HaWaii.......vooovee v e 585 281 10 3,236
Idaho..... 64 10 6 404
Minois 1,025 27 ... 18,201
indiana 873 60 104 4,339
lowa 526 4 17 2,081

15-642 0—83—13
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SCHOOL BREAKFAST PROGRAM—BREAKFASTS SERVED FISCAL YEAR 1982—Continued

[t thousands]
Total breaklasts served

State Reduced price hiee

Pa . - Totat
Reqular Severe need Regutar Severe neetf

Kanses . - . 455 36 25 316 116 1,308
Kenlucky s e 3,057 158 1,083 1,534 12,690 18.727
lousiana.. ... . . . 2,697 875 18,595 i 19,167
Maine .. T 226 17 109 125 938 1.415
Marvland .. . . . . L 780 80 192 1,029 4,184 6,265
Maszachusetts I o 162 164 7 5,862 510 7.306
Michigan .. .. .. ... 533 11 86 218 5,567 6,415
Minnesota . . 196 93 26 1,752 424 2.791
Mississippl . S 1223 1006 28 16,797 499 19,553
Mssoun L 41 63 49 1,049 5,587 7,209
Montama . ... . ... 122 143 541 847
Nebraska . . .. . ... . 244 241 540 1,086
Nevada. .. ... .. .. . ... 607 178 1.002 1,818
New Hampshiwe . ... . 221 51 257 569
New dersey .. 671 6,158 1,690 8813
Hew Mexico... . ... .. ... 408 3686 .o 4.320
New York. .. ... .. L 2,105 864 36,267 41,219
North Carotina . .. .. ... . 3.919 17.084 11,031 33,973
North Dakota .. .. ... ... .. . .. 282 165 121 601
Ohio..o i 1.108 1,441 17,795 20,844
Oklahema. .. ..., 1.864 5939 355 8.814
Oregon ... ... 212 512 1,251 2,078
Pennsylvania . ... ... 813 1,108 6,623 8,767
Puerto Rico . .. . 1,284 21,174 25,082
Rhode Isfand ...... ... . 3 1,118 1,164
South Carotina.. ... .. 1.256 1.068 12,721
South Dakota... 173 56 1,485
Tennessee. ....... 1,428 4.691 13,153
Texas. .. . 10,172 921 2.636 14,931 71,232
Utah .. .. 9% 4 17 113 842
Vermont ., 15 4 12 21 197
Virginia........ 1,492 516 47 6,970 10,466
Virgm Islands..... 9 ) S 53 i 75
Washington ....... 365 37 69 1,137 3,619
West Virginia 3.15 1 761 104 12,445
Wisconsin...... 357 19 29 1,250 2,608
Wyoming ....... 133
American Samoa ... 1,210
Northern Mariana Islands 495
Trust Terntory ... ... . 2,131

101 o 61.208 13.799 13.260 221,939 259,133 569,339

Source- Food and Nutrition Service, U'S Department of Agriculture.

LEGISLATIVE HISTORY

The school breakfast program was established under the Child
Nutrition Act of 1966, Public Law 89-642, initially authorized as a
2-year pilot project. The program was to be targeted to the nutri-
tionally needy although no definition of this term was nrovided. In
the first year of operation, fiscal year 1967, the program served
80,000 children at a Federal cost of $5673,000. The original legisla-
tion provided that first consideration for program implementation
was to be given to schools in poor areas and areas where children
had to travel a great distance to school. Funds were provided to
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local school districts through the State educational agencies to pay
for a portion of the food used in the program, but not for lubor
costs. In cases ol “severe need’” Congress permitted Federal reim-
bursement of up to 80 percent of all operating costs.

In the 1968 amendments, Public Law 90-302, the program au-
thority was cxtended through fiscal year 1971

Public Law 92-32, enacted in 1971, provided for the extension of
the breakfast program through fiscal year 1973 and also expanded
the schools that could be given priority consideration for the pro-
gram to include those in which there was a special need to improve
the nutrition and dictary practices of children of working mothers
and children from low-income families. This new law also allowed
the Secretary of Agriculture to pay 100 percent of the operating
costs of a program in cases of severe need, and provided that eligi-
bility for free and reduced-price breakfasts was to be based on the
same income eligibility guidelines as used in the school lunch pro-
gram, At the time of ‘enactment, participating schools had to pro-
vide free and reduced-price meals to children from families with in-
comes at or below 100 percent of poverty level. States could set
higher limits.

[n 1972, Public Law 92-433 extended the authorization for the
breakfast program through fiscal year 1975, Funding for the pro-
gram was changed to provide payment based on the number of
breakfasts served. Also, the Secretary was authorized to make pay-
ments directly for breakfasts served in nonprofit private schools in
4 manner similar to that used by State educational agencies ad-
ministering programs in the public schools. e

The 1973 amendments to the Child Nutrition Act of 196b6,-Public
Law 93-150, established specific per meal reimbursements, rather
than continuing the categorical grant approach. A minimum 8
cents per meal Federal reimbursement was established for each
paid breakfast, an additional 15 cents for each reduced-price break-
fast, and an additional 20 cents for each free breakfast. In cases of
severe need, a maximum payment of up to 45 cents was authorized
for free breakfasts. The act also instituted indexing in the break-
fast program, providing semiannual indexing each January 1 and
July 1 based on changes in the Consumer Price Index for Food
Away From Home during the most recent G-month period for
which data are available.

In the 1975 amendments to the Child Nutrition Act of 1966,
Public Law 94-105, the authorization for appropriations for the
schoo! breakfast program was made permanent. This legislation in-
cluded a statement of congressional intent that the program “be
made available in all schools where it is needed to provide ade-
quate nutrition for children in attendance.” The Secretary was re-
quired to report plans for breakfast program expansion and to un-
dertake a program of information to further the expansionary
intent of Congress.

The 1977 amendments, Public Law 95-166, increased the maxi-
mum reimbursement for free and reduced-price breakfasts in
severe need schools to the higher of either 10 cents above the regu-
lar reimbursement for free breakfasts or 45 cents adjusted semian-
nually based on increases in the series of Food Away From Home
in the Consumer Price Index. For reduced-price breakfasts, the re-
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imbursement rate was set at 5 cents below the maxirnum payment
for free breakfasts.

The 1978 amendments, Public Law 96-627, included provisions tg
encourage expansion of the breakfast program by providing addi-
tional financial assistance and food service eqlipment to local
schools initiating breakfast programs. States were required to
expand eligibility for severe need reimbursement for breakfasts to
include schools ‘with substantially low-income populations. At a
minimum, this was to include those schools that served 40 percent
or more of their school lunches free or at a reduced price and in
which the normal rate of reimbursement for breakfasts was insuffi-
cien’ to cover costs of operating a program. However, States could
set the severe need eligibility threshold lower, and many did so.

Since 1973, reimbursements had been adjusted each July 1 and
January 1 to reflect increases in the CPI series for Food Away
From Home for the most recent 6-month period for which data
were available, Under the Omnibus Reconcilation Act of 1980,
Public Law 96-499, the breakfast reimbursement rateg effective
July 1, 1980, were to be maintained through June 30, 1981, when
they would be adjusted in accordance with increases in the CPI
series for Food Away From Home for the most recent 12-month
period for which data was available, that is, May 1980-May 1981.

Public Law 96-499 also included a prohibition on commo ity do-

nations for the school breakfast program. Prior to this prchibition,

general, breakfast programs had not utilized a large amount of
commodities because the commodities offered were often inappro-
priate for the kinds of breakfasts served.

The 1980 act also prohibited Job Corps centers from receiving
child nutrition funds for breakfast programs.

Under the Omnibus Budget Reconciliation Act of 1981, reim-
bursements were reduced for reduced-price and paid categories in
the breakfast program. No changes were made in the reimburse-
ments for free breakfasts.

The following table denotes the previous reimbursement rates,
those set by the 1980 and 1981 legislation:

CHANGES MADE BY 1980 AND 1981 RECONCILIATION ACTS TO REIMBURSEMENT LEVELS IN THE
SCHOOL BREAKFAST PROGRAM

1980 1981 Reconciliation (Public Law
Pre 1980 iy Recorcialin §1-35)
Liggo ™ [Pl B
1, 1981 y 1, 1981 July 1, 1982
Free:
ReguIar ... 52.0 52.0 51.0 0.0
Severe Need. 62.75 62.75 68.5 72.25
Reduced Price:
Regufar 42.5 425 28.5 30.0
Severe Need.................... 51.75 51.15 38.5 42.25
Paid 14.75 1475 8.25 8.75
COMMOGHES.....cc ot 3.0 () (1) (1)
+ The Secretary’s authortty to distribute commodities was eliminated by the Omnibus Recancifiation Acl of 1980, e

Source: Food and Nutrition Service. U S Department of Agricullure.
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Under the 1981 legislation, all reimbursement rates will be ad-
justed annually rather than semiannually, thereby making perma-
nent the l-year annualization of indexing initiated by the 1980 Rec-
onciliation Act.

The maximum meal charge permitted for a reduced-price break-
fast was increased from 10 to 30 cents.

In addition, severe need assistance was restricted to schools in
which 40 percent or more of school lunches are served free and at
reduced price and in vhich regular rates are insufficient to cover
the costs of the program. State authority to set severe need criteria
was eliminated. Although the previous criteria was to include
schools serving free and reduced-price lunches to 40 percent or
more of their students, or schools with a breakfast program man-
dated by State law, States were permitted to set other, less strin-
gent criteria, and many did so. Schools qualifying for severe need
reimbursements because of a State law requiring a breakfast pro-
gram will continue to qualify for such reimbursements through
June 30, 1983, unless the State legislature meets biennially, in
which case such schools will continue to qualify through June 30,
1984.

As with other FNS programs, private schools with tuitions of
$1,500 or more were not permitted to participate.

In 1982, the Reagan administration recommended that the school
breakfast program be included in a block-grant with the child care
food program, funded at 80 percent of the previously anticipated
level of spending for these two programs. Under this proposal,
States would have had the option of using the combined funding
for any combination of those two programs as well as two other
programs which the administration proposed for total elimination:
the special milk program and the summer food service program.
Additionally, the block-grant money could have been used for other
child nutrition programs including, but not limited to, the school
lunch program, which was not proposed for reform or consolida-
tion. Congress did not approve any of the Reagan administration’s
proposed child nutrition changes.



CuiLb Care Foop ProGram

The child care food program [CCFP) provides Federal funds for
food service to children in participating child care institutions.
These include certain child care centers, family and group day care
homes, and head start programs. The program cost $310 million in
fiscal year 1982, and has grown dramatically in recent years ag the
following chart demonstrates:

GROWTH OF THE CHILD CARE FoOD PROGRAM SINCE 115 INCEPTION IN 1969

Average datly Expenditutes 1
Fiscat year (:;alr;:l?sd;nr:}:se) (miflians )

_,_,,4,.,_*,..,____-“_____‘_._“,_...-b__\_.\_.\__________——_‘_\_\__ﬁ_
229 $1.218
79.9 1.671
182.6 12,620
185.0 15,189
197.4 18315
266.7 28,225
378.2 48,823
405.0 76,276
352.8 17414
479.6 111,149
529.0 134,957
598.3 164.675
661.2 239,200
m. 329,000

830.7 310,000
Mﬁ_‘.‘«mﬁ_
tfiscal year 1969-79 expendtfures represent meal service and nonfood assistance.

Source: Food and Nutrihion Service. US Department of Agrcutture

Federal assistance is furnished in the form of reimbursement
rates for each meal served. Eligible meals for which a reimburse-
ment may be paid are breakfast, lunch, supper, and a snack, for
supplement; however, Federal reimbursement is limited to two
meals and one supplement per day.,

The program is made up of two distinct components with consid-
erably different criteria for participation: child care centers and
day care homes.

CHILD CARE CENTERS
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eral title XX funds were spent on day care. Under the provisions of
the Omnibus Budget Reconciliation Act of 1981, funding for title
XX was reduced from $3 billion to $2.4 billion. The law requires
that day care provided with title XX funds meet applicable stand-
ards of State and local iaw.

Other eligible institutions are head start programs, settlement
houses, and recreation centers.

Of the entire child care food program, 67 percent of fiscal year
1982 program costs and 69 percent of program meals served were
associated with food assistance in child care centers,

Reimbursement rates for such centers are based on the family
income of the individuai child receiving the meal or snack. Like
the school lunch program, there are three categories of reimburse-
ment for child care centers each based on income criteria.

The free category is limited to those children fror: families with
incomes at or below 130 percent of the poverty level, as established
by the Office of Management and Budget [OMB|. The current
limit—130 percent of poverty—effective July 1, 1982, is $12,090 for
a family of four. This figure is adjusted each July to reflect in-
creases in the Consumer Price Index.

The 130 percent gross income test corresponds to the income
standard for free meals under the school lunch and breakfast pro-
grams and is the same as the gross incoine eligibility standard for
participation in the food stamp program. '

The income eligibility standard for the reduced-price category is
set at 185 percent of the OMB poverty guidelines—currently
$17,210 for a family of four. This also corresponds to the school
lunch and breakfast program limit for reduced-price reimburse-
ment in those programs.

The paid category is for those children from households with in-
comes above 185 percent of the OMB poverty guidelines.

Generally, only children age 12 and under may participate in the
child care food program; however, handicapped children up to age
18 and migrant children up to age 15 may participate.

The reimbursement rates for child care centers, other than those
in Alaska and Hawaii, are as follows:

CASH REIMBURSEMENT RATES FOR CHILD CARE CENTERS, JULY 1, 1982, TO JUNE 30, 1983

[in cents)

Free Reduced price Paid
Breakfast . 60.0 30.0 8.75
LunCh/SUPPEr...coecvvveceri 115.0 75.0 11.0
Supplement (snack) 315 15.75 3.0

The reimbursement rates for breakfasts and lunches—or sup-
pers—served in the child care centers are the same as those estab-
lished for the school breakfast and lunch programs. As in those
programs, the rates are indexed annually to reflect changes in the
Consumer Price Index for Food Away From Home.

Commodity assistance, valued at the same rate as that for school
lunches—currently 11.5 cents for the period July 1, 1982-June 30,
1983—is also provided for each lunch or supper served. However,
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unlike the school lunch program, commodity assistance for the
child care food program may be provided in cash if States so
choose. .

For fiscal year 1982—which ended September 80, 1982—the
number of meals served to children falling in each category within
child care centers was as‘follows:

NUMBER OF MEALS SERVED BY REIMBURSEMENT CATEGORY—EXCLUDING FAMILY AND GROUP DAY

CARE HOMES
Number of meals  Percent of meals
served served
Free (below 130 percent of poverty) 226,400,000 66.1
Reduced price (between 130 to 185 percent of poverty)....... 45,300,000 132
Paid {above 185 percent of poverty) s 70,600,000 20.7

DAY CARE HOMES

The second component of the child care food program—common-
ly referred to as “day care homes”’—serves family and group day
care homes. The care homes represent 31 percent of all meals
served through the child care food program, and 33 percent of the
total cost. The Congressional Budget Office estimates that fiscal
year 1983 costs for day care homes will be $100 million.

There are no individual income criteria for children receiving
subsidized meals in participating day care homes. Rather, the
homes receive a reimbursement that is standardized for all meals
or supplements at a rate slightly lower than that for free meals
served in the child care centers.

The reimbursement rates are:

Cash reimbursement rates for family and group day care homes—July 1, 1989, to
June 30, 1983

BrEaKfBSt.......ovvviniieceviiccices e ssssenses s ssossessessssssmessssess cosssee s ess e sosss et se s
Lunch/supper.............
Supplement (snack)

As with centers, commodity assistance, valued at the same rate
as that for school lunches—11.5 cents for the period July 1, 1982
through June 30, 1983—is available to day care homes for each
lunch and supper served; at the option of the State, such assistance
may be provided in cash and usually is. The rates shown above re-
flect the inclusion of cash-in-lieu of commodities.

The children of a family day care home provider may only par-
ticipate in the child care food program if the family income is at or
* below 185 percent of the OMB poverty guidelines.

The provider is the person—sometimes a mother—who is in
charge of the children for whom day care is provided in her home.
The maximum number of children’in a day care home varies ac-
cording to State or local licensing or other requirements. Typically,
no more than 3 to 5 children are in a participating home. Day care
homes must meet any licensing requirements imposed by the State
or otherwise gain approval by a State or local agency as well as be
a member of a sponsoring organization.
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As with the child care centers, handicapped children up to age 18
and children 12 years of age and under—age 15 if children are mi-
grants—are eligible to participate in the program within day care
homes.

Day care homes are administered locally through sponsoring or-
ganizations known as sponsors. In 1982, approximately 55,000 indi-
vidual day care home providers who participated in the program
belonged to 1 of approximately 700 sponsors nationwide.

The administration of the program is handled primarily through
these sponsors who are largely responsible to ensure that Federal
and State rules and regulations are maintained by the individual
homes. The sponsoring organization gathers and maintains food
service data for each home—or center—and prepares a monthly
consolidated claim requesting reimbursement. Sponsors range in
size from administering as few as 1 provider to as many as 6,000.
While most sponsors act in behalf of day care homes, they may also
represent child care centers.

Some sponsors are exclusively located within one city or State
while others are interstate associations.

Attention has been drawn to the day care home component of
the child care food program because of reports of an increasingly
large proportion of nonpoor children participating. The way the
program is currently structured there is no differentiation in eligi-
bility of Federal payment levels according to the family income of
the participating child.

Prior to May 1980, family day care home food programs operated
under the same requirements as day care centers. In 1978, a simpli-
fied payment structure had been enacted for child care center pro-
grams. This system allowed for a standardized system of payments
based on the group incomes of children in each center. With this
change, a separate provision was also enacted for family and group
day care homes establishing a separate payment system without
income requirements. These proposals were actually implemented
in May 1980. :

In 1981, under the provisions of the Omnibus Budget Reconcili-
ation Act of 1981, Congress eliminated the group payment system
for day care centers and reverted to the previously applied system
of individual income standards based on those used for free and re-
duced price school lunches—that is, 130 and 185 percent of poverty.
However, the system of payments and eligibility for family day
care homes remained essentially the same that is, except for chil-
dren of providers, no income ciiteria.

A recently completed audit, September 30, 1982, by the Office of
Inspector General [OIG] of the Department of Agriculture has indi-
cated that in the largest association cf day care homes a majority
of participants had family incomes above both the free—130 per-
cent of poverty—and reduced price—185 percent of poverty—
income eligibility levels used for the child care centers and school
lunch and breakfast programs.

The OIG audited the largest multi-State sponsor in the program,
Quality Child Care, Inc. of Mound, Minn. According to the OIG,
Quality Child Care, Inc., represented about 6,850 providers in seven
States as of September 30, 1981. During fiscal year 1981, this spon-
sor received Federal reimbursements totaling $12,772,914, repre-
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senting about 16 percent of the funds provided for all day care
homes participating in the program during fiscal year 1981.

According to the OIG audit, 200 individual day care home provid-
ers were randomly selected; 71 percent of all children enrolled in
these programs sponsored by Quality Child Care, Inc., were from
families with incomes above 185 percent of poverty. Another 15
percent had incomes between 130 percent and 185 percent of pover-
ty. Only 14 percent of the children in the day care homes studied
had incomes below 130 percent of poverty.

The OIG noted: i

We computed that a potential savings of $5.8 million in fiscal year 1981, could
have been realized at this sponsor alone if provider reimbursement would have been
based on income criteria. We also estimated possible program savings of $36.5 mil-

lion in fiscal year 1981 and $34.9 million in fiscal year 1982, if other family day care
home sponsors had income mixes similar to QCCI.

The most recent data on incomes that FNS had available at the
time income criteria were eliminated in May 1980, indicated that
43 percent of the children in day care homes were eligible for free
meals, 24 percent of the children were eligible for reduced-price
meals, and the remaining 33 percent were in the paid category.

The OIG noted that its findings paralleled findings in a separate
study: -

The preliminary report on the evaluation-of the child care food program by Abt
Associates, Inc., indicates that in December 1981, between 57 and 67 percent of the

children served in family day care homes would have been in the paid income eligi-
ble category.

(Since the release of the OIG report, FNS has indicated prelimi-
nary findings that 64 percent of day care home children are in paid
income eligibility category.)

The OIG made the following recommendation:

Unless the current structure of the CCFP is eliminated, FNS needs to reinstate
income eligibility criteria for family day care home participants.

GROWTH IN DAY CARE HOMES

The number of children receiving benefits of the child care food
program through day care homes has more than quadrupled since
1978, increasing from 40,000 to 205,000 for 1982.

The dramatic increase in participation among family day care
homes is primarily a result of the 1978 amendments which liberal-
ized the program by eliminating income eligibility categories and
by standardizing the reimbursement rates to encourage greater
participation by day care homes and their sponsors.

Judging from the OIG audit and the tentative findings in the Abt
study cited above, the composition of those day care homes partici-
pating and the families served has changed considerably since the
passage of the 1978 amendments.

Indeed, the national percentages for the various income catego-
ries at the time the income eligibility was eliminated—May 1980—
were as follows as contrasted with the present distribution:
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FREE, REDUCED PRICE, AND PAID INCOME CATEGORIES WITHIN FAMILY GROUP DAY CARE HOMES

{In percent]

1980 1982 *

Free (below 130 percent) . ereeeeeeeees st e 44 25
Reduced price (130 10 185 PEICEAL) woovvvveevevvee e st 24 A
Paid (above 185 percent).. . 32 64

':’rehminary figures !ur;nished by Food and Nulrition Service, U.S. Department of Agriculture based on Jan. 1, 1982 data from Abt Assoriates
repor

It should also be noted that day care homes participating in the
child care food program constitute about 7 to 8 percent of all exist-
ing day care homes. .

Of approximately 1.3 million day care homes serving 3.4 million
children, 53,000 homes participated in the program during 1982;
they served meals to an average of 205,000 children daily.

A recent study of child care by the Administration for Children,
Youth, and Families within the Department of Health and Human
Service indicated that the family day care home is the most widely
used form of child care in the United States. The study, entitled
“Final Report of the National Day Care Home Study”, indicated
that of those families relying on some type of child care outside the
home in the United States, 45 percent use family day care homes.
This represents an estimated population of 5.1 million children.
The Congressional Research Service of the Library of Congress
summarized the potential for growth in the day care home compo-
nent of the child care food program as reported in the study:

Since family da_ly care homes currently provide child care foed program meals to
approximately 237,000 children, this could present a potential for growing demands
for Federal funds for the Child Care Feeding Program.

However, there are some constraints that might limit this potential. For example,
to be eligible for participation in the Child Care Feeding Program, a day care home
must be licensed or approved by State or local government or approved by USDA, or
receive compensation for services under title XX of the Social ecurity Act. In addi-
tion, every day care home participating in the Child Care Feeding Program must
have a sponsoring agency which administers the program, While there are over 1.8
million operating family day care homes in the United States, only about 6.3 per-
cent or 73,750 of the homes are regulated. (“Review of the USDA Study of Day Care
%(émes Operating Child Care Food Programs in the Southeast Region,” August 31,

2.)

DUAL FUNDING

A joint Inspectors General audit issued in January 1982 called
attention to dual funding in ‘various programs, including the child
care food program. One of the findings of that report was that “In-
effective Federal and State regulations, procedures, and guidelines
have resulted in local child care operations being funded beyond
their actual costs.”

The report noted that in one child care agency reviewed,
$201,973 of duplicate costs had been charged to more than one Fed-
eral program, resulting in excess Federal reimbursemeats of
$58,172. The largest source of duplication with the child care food
program, according to the OIG report, was with the head start pro-
gram. The OIG found that title XX, CETA, and Community Serv-
ices Administration funds, the latter since made into a block grant,
reimbursed for vaiious costs which were also billed to the child
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care food program. See “Joint Inspectors General Project Report on

Multi-Funded Agencies,” January 19, 1982.

Subsequently, FNS determined, after consultation with the OIG,
to supply audit information to the Department of Health and
Human Services when dual cases are identified. In such cases,
HHS agencies will be responsible to take corrective action and re-

cover any overissuances.

Participation levels, by State, are shown in the following table:

CHILD CARE FOOD PROGRAM

[Participation and meals served fiscal year 1982)

Total meals served (thousands)

1,149

bet of Rarticipa’; Yo
State -~ N%Ele,’s/" "‘r’"{‘g,‘l’t‘h’ Child care centers —— ('tgoau-
mes s(angg) Paid R%??Ccem free Total ~ Care homes sants)
Alabama... 1,486 17 459 254 9,344 10,057 1,248 -11,305
Alaska.. 261 5 898 303 315 1,516 610 2,126
Arizona. 1,112 14 695 571 2,183 3,449 2,840 6,289
Arkansas ... 318 8 512 406 2,118 3,636 443 40719
Cafifornia... 6,688 104 1,959 6514 21699 36,172 17,847 54,019
Colorado..... 3412 21 1,796 608 1,801 4,205 9,534 13,739
Connecticut 1,006 7 617 337 2,228 3,182 1,760 4,942
Delaware......... 148 3 369 105 939 1,413 327 1,740
District of Columbia i79 5 112 405 1,363 2,480 205 2,685
Florida....... 1,144 29 1,623 1,208 12,442 15,213 1,632 16,905
Georgia 2,267 26 1,180 844 8,557 10,581 5,987 16,138
Gyam 1 33 1 24 1 R 64
HaWaii......c.oeoveeerrcrsssrssnns 169 6 1,434 314 878 2,686 108 2,794
- |daho 234 2 176 104 215 555 678 1,233
Wlinos ... 3571 3l 3,608 1,731 5,259 10,604 10325 20,929
Indiana.. 514 14 1,865 837 3,246 5,948 1,211 7,159
lowa.. 955 15 1,185 422 970 2,511 2,114 4,601
Kansas . 1,154 11 1,261 159 1,031 3,051 3,553 6,604
Kentucky 365 12 1,607 625 3,119 5,351 260 5,611
Lovisiana 263 12 527 443 5,063 6,033 106 6,139
Maine 390 4 132 147 633 912 1,154 2,066
Maryland.... 1,305 10 1,502 593 1,852 3,947 2,193 6,740
Massachusetts. 2,145 28 1,598 1,058 6,233 8,889 5,565 14,454
Michigan..... 4,066 kY 2,956 1,363 7015 11,334 9,497 20,831
Minnesota 5673 29 1,908 131 1,080 3,725 16,182 19,907
Mississipp 661 29 407 132 12531 13,670 556 14,226
Missouri 1,150 17 1,249 719 3,360 5328 3,640 8,968
Montana. 435 5 325 259 158 1,342 1,180 2,522
Nebraska 182 7 764 306 7136 1,808 2,206 4012
Nevada....... 68 2 471 336 336 1,143 3l 1,174
New Hampshire 241 3 351 246 515 1,112 634 1,746
New Jersey . 824 37 1,021 1,413 13,176 15,610 142 15,752
New Mexico 660 9 644 603 2,108 3,355 1,582 4,937
New York.... 3734 14 3,706 4592 29646 37944 5361 43305
North Carolina.. 690 22 2,192 1,406 7,063 11,261 334 11,595
North Dakota ... 957 5 245 122 214 641 2,511 3,158
Ohig......... 2,232 26 3,138 1,407 5,440 9,985 4,055 14,040
Oklahoma 406 13 2,220 HE 3,304 6,299 252 6,551
. 1,837 10 1,120 434 1.144 2,698 2912 5610
2,459 28 1637 3,921 10,102 15666 321 18,877
Puerto Rico
Rhode Island ...............ocvovn.. 300 4 261 198 817 1,276 343 1,619
American Samoa
South Carolina..........cooseeerne 348 12 626 515 4,976 6117 401 6,518
South Dakota . 359 4 340 240 754 1,334 887 2,221
Tennessee.......... 694 15 1,166 137 5,246 1,367 8,516
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CHILD CARE FOOD PROGRAM-—Continued

: ]
{Participation and meals served fiscal year 1982)

Total meals served (thousands)

/ :{anicipa'; .
State Né'e'ﬁ?é’;? "r,r?ogte: Child care centers Famiy day (1?110315-
ormes {hou . Reduced care homes 52095)
sands) Paid price free Total

1,401 40 3,168 2,229 17,251 22,646 672 23,320
44 PO 507 17— 507
847 8 630 426 889 1,945 2640 4,585
Vermont . 93 1 137 97 226 460 210 670
Virginia....... 1,622 19 2,040 730 2,211 4,981 2,795 1,776
Virgin Islands... 40 1 3 35 375 843 s 443
Washington...... 4,488 32 2,290 831 1,825 4,946 13,348 18,294
West Virginia .. 471 4 716 271 1,036 2,023 629 2,652
Wisconsin... 1,165 14 2,197 762 1987 4,946 1819 6,765
Wyoming.... 297 3 495 293 309 1,097 741 1,844
Northern Marianas ... e PR 87 .1 —— 87
L] O, 69,522 901 70,801 45402 229,256 345459 150,020 495479

LEGISLATIVE HISTORY
Background

Prior. to 1968, Federal assistance for institutional feeding pro-
grams was concentrated on school food service programs. In 1968,
responding to concern about the nutritional needs of primarily low-
income children of preschool age and those who did not have access
to food programs during the summer months, Congress enacted leg-
islation creating a special food service pregram.

Creation of special food service program

The child care food program was originally encompassed as part
of the special food service program for children authorized under
section 13 of the National School Lunch Act Amendments of 1968,
Public Law 90-302. This program provided for Federal grants-in-aid
to State educational agencies for distribution to public and private
nonprofit service institutions for the purpose of establishing meal
programs similar to those operating in schools. Under the special
food service program two pilot programs were carried out. One was
to be operated for low-income schoolchildren in the summer
months. This eventually became the summer food service program.
The other was to be operated year round for children in day care
centers or other nonresidential child care settings in areas in
which poor economic conditions existed or in which there were
high concentrations of working mothers. This was the forerunner
of the child care food program.

For the most part, funds appropriated for this later program
were provided to States on the basis of the number of children in
families with incomes below $3,000 in each State as compared to
the number of such children in the entire United States. A sepa-
rate reserve was set aside for the outlying territories -and the Sec-
retary could provide a basic grant of not more than $50,000 to each
State before employing the allocation formula. :
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In the first year of its operation in 1969, the year-round child
care segment of the special food service program for children pro-
vided $1.2 million in Federal funds for meals served daily to an
average of 22,900 children. Federal funds provided through this
program were to be used to reimburse the cost of obtaining food,
although a special reimbursement, not to exceed 80 percent of ¢ ~er-
ating costs for the cost of obtaining, preparing, and serving food,
could be provided if programs could not otherwise operate effective-
ly. Provisions were also included to allow States to use no more
than 25 percent of their funds for the cost of the purchase or rental
of food equipment. Meals were required to meet minimum nutri-
tional standards prescribed by the Secretary, and were to be served
at no cost or reduced cost to children unable to pay the full cost.
Programs were encouraged to use surplus or price-supported com-
modities, and the Secretary was authorized to donate such com-
modities to the program. A total of $10 million was appropriated
for the special food service program in 1969. In that year the pro-
gram served a daily average of 39,800 children in child care centers
and 98,500 children in food programs operating during the summer
months.

1970 amendments

The 1970 amendments, Public Law 91-248, to the National
School Lunch Act included a provision requiring that institutions
participating in the program determine and make public, eligibility
criteria for participation in the free and reduced-price portion of
their programs and that such determination be applied equitably.

In 1971, Public Law 92-32 extended the authorization of the spe-
cial food service program through June 30, 1973, maintaining the
$32 million authorization level, but also providing for a maximum
of 3100 million of section 32 funds to be used for free and reduced-
priced meals served to needy children in schools and service insti-
tutions in fiscal year 1972. In addition, this law allowed in-kind
contributions to be used in meeting the non-Federal share.

In 1972, Public Law 92-433 authorized up to $25 million of sec-
tion 32 funds to be used for the special food service program for
children during the period May 15 to September 15, 1972. In addi-
tion to the amount provided through appropriations. The authori-
zation ceiling was removed, and such sums as were necessary were
authorized for fiscal years 1973, 1974, and 1975.

Public Law 94-20, enacted in 1975, provided for an extension of
the special food service program through September 30, 1975.

An average of 347,500 children participated daily in the child-
care portion of the program during 1975, and approximately 1.8
million children participated in the summer portion of the pro-
gram. The 1975 cost of the special food service program was $99.1
million with $48.8 million spent on the child care portion and $50.3
million spent on the summer portion.

Creation of child care food program—1975

In the 1975 amendments to the National School Lunch Act,
Public Law 94-105, the child care and summer food components of
the special food service program for children were separated. The
summer food service program continued to be authorized as a pro-
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gram under section 13 of the National School Lunch Act. A new
section 17, authorized distinct funding for the child care food pro-
gram, through September 30, 1978. The definition of institutions
eligible for the child care food program was expanded from previ-
ous law to include any nonresidential public or private nonprofit
organization providing child care. Family day care programs and
head start programs were specifically included as eligible for pro-
gram participation. While the 1975 amendments broadened eligibil-
ity for institutions, the new law also included requirements that
such institutions have either Federal, State, or local licensing or
approval as a child care institution, or that they demonstrate to
the satisfaction of the Secretary of Agriculture that their child care
standards are no less comprehensive than those required under the
Federal interagency day care requirements.

For the first time, monthly payments were to be provided to the
State agency on the basis of reimbursement rates provided for paid,
free, or reduced-price meals. Breakfasts and lunches were to be re-
imbursed at the same rate as provided for school feeding programs;
suppers were to be reimbursed at the same rate as lunches, and a
mandated snack reimbursement was established at a rate of 5
cents for paid, 15 cents free, and 10 cents for reduced-price snacks.
All of the reimbursement rates were to be adjusted semiannually
to reflect changes in the Consumer Price Index Series for Food
Away From Home. In addition, the new law provided for a
mandatory level of commodity assistance, which could be provided
in cash if the State agency so requested. The law also provided for
$3 million of the appropriation to be used for nonfood—or equip-
ment—assistance. This was to be apportioned to the States on the
basis of the relative number of needy children under age 6 in the
gtate as compared to the total of such children in the United

tates.

The 1975 amendments were intended to expand program partici-
pation, particularly among children receiving care in day care
homes, While participation did expand, further legislation in 1978
was designed to encourage more rapid expansion.

1978

In 1978, the child care food program was authorized permanently
by Public Law 95-627. The definition of eligible institutions was ex-
panded to include programs developed to provide day care outside
of school hours and public or private nonprofit organizations spon-
soring family or group day care homes. Institutions were required
to have Federal, State, or local licensing or approval. If such licens-
ing or approval was not available, institutions could still qualify if
they received funds under title XX of the Social Security Act or
otherwise demonstrated ability to meet standards prescribed by the
State or local government or the Secretary of what is now the De-
partment of Health and Human Services.

As noted earlier, title XX provides funds to States for social serv-
ices which includes child care provided in centers that meet Feder-
al interagency day care requirements.

The most significant of the changes in the 1978 law affecting day
care centers provided for a simplification of sponsor claims through
a three-tier system of reimbursement for meals served. Beginning

oo
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in fiscal year 1979, if more than two-thirds of the children in a
child care center were from families with incomes below the free
and reduced price school lunch income eligibility levels, the free re-
imbursement rate was to be provided for all meals and supple-
ments served in that center; if between one-third and two-thirds of
the children were from such families, reduced-price rates were pro-
vided for all meals and snacks served; and if less than one-third of
the children were from such families, the paid rate was provided
for all meals and snacks served. The law allowed, but did not re-
quire, institutions other than family or group day care sponsoring
institutions to receive meals and snack reimbursements at a rate
appropriate for the individual family income of each child served.
The effect of the tiering option was to simplify the calculation of
the reimbursement payments and for most eligible day care cen-
ters, to increase these payments.

Advance payments for participating institutions were %150 per-
mitted, as were startup payments for new day care home programs.
In an effort to expand the program, particularly in areas in which
there were large numbers of needy children, a provision was also
included to provide for $6 million of the appropriated funds in each
fiscal year to be used by the Secretary for equipment assistance.
The allocation of such funds was to be provided on the basis of the
relative number of low-income children under age 6 in each State,
compared to the number of such children in all States. Reallocation
of unused funds was required. States had to provide at least 25 per-
cent matching for such funds, except in especially needy situations.

The most significant change affecting day care homes was the
elimination of the individual income eligibility guidelines for par-
ticipation, Subsequently, reimbursement for all meals served were
to be made at a standardized rate regardless of the income of the
children served. Additionally, startup and expansion funds were
orovided for family day care sponsors. Also reimbursements for
sponsors’ administrative costs were separated from reimburse-
ments for food and food service, thereby increasing the overall re-
imbursement and providing greater incentive for sponsors to par-
ticipate in the child care food program.

Another change made by the 1978 law required the Secretary to
conduct a study of administrative costs of the operation of pro-
grams and provide administrative payments based on these costs.
The Secretary was also required to study licensing problems and
food service operations, and to pay particular attenticn to the ques-
tion of establishing maximum reimbursement rates for food service
costs or different reimbursement rates for self-prepared and vended
meals. The law also required that the State plan for child nutrition
operations include child care fod program information on the
number of institutions and famiiy or group day care homes. This
information was to include: average daily attendance, status as li-
censed or approved by Federal, State, or local agencies, or receipt
of title XX funds; outreach activities with a priority on institutions
serving needy areas; and audit and monitoring plans. Up to 2 per-
cent of the amount of funds provided to States in the second pre-
ceding fiscal year were also made available for conducting audits of
programs.
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The impact of the 1978 law is clearly visible in the recent growth
in program participation. While the program experienced a modest
increase in the number of participation centers, the number of
homes participating in the CCFP has more than quadrupled since
implementation of the changes on May 1, 1980. The following chart
demonstrates the dramatic growth in the number of participating

centers and homes since 1978:

INCREASE IN CCFP PARTICIPATION SINCE 1978—CHILD CARE CENTERS AND DAY CARE HOMES

operati Avel i

ot Numbeé roe' fag?lri?i‘elgg day Nu;"bbceﬁ of rage daily attendance

. Centers FOCH's SPORSONS Centers FDCH's Tota!
December 1978 16,200 11,900 420 560,900 47,3C0 608,200
June 1979 13,200 13,800 400 472,700 61,400 534,100
December 1979 ....vvveeuernes 16,400 17,300 420 604,300 69,000 673,300
June 1980 12,700 25,100 470 458,100 92,500 550,600
December 1980 . 16,600 37,000 (&) 628,500 140,000 768,500
January 1981 . 14,000 46,100 (&) 515,800 180,000 696,500
December 1981 17,000 50,600 (M) 657,000 213,400 870,400
JUNE 1982t 13,700 54,100 ) 535,400 199,000 734,400
September 1982 . 15,800 54,800 (1) 638,000 203,000 841,000

+ Data not collected.
Source: Food and Nutrition Service, LS. Department of Agriculture.

Prior to the 1978 changes, the income eligibility criteria, com-
bined with the level of reimbursement for paid meals and the lack
of a separate reimbursement for the sponsors’ administrative costs,
made it uneconomical for sponsors to administer the program for
homes serving middle-income children. Quite simply, a day care
home serving middle-income children may not have generated
enough reimbursements from CCFP to cover the sponsor’'s adminis-
trative costs, much less provide for sufficient reimbursement to the
day care home provider to warrant participation in the program.
As a result, sponsors tended not to actively recruit homes serving
primarily middle-income children.

The effect of the 1978 amendments may have been seen from
preliminary findings that 63 percent of all children in day care
homes are now from families with incomes above 185 percent of
poverty.

Reconciliation Acts of 1980 and 1981

In 1980, Congress enacted the Omnibus Reconciliation Act of
1980, Public Law 96-499, which included changes in the child care
food program. This law reduced the Federal subsidy for child care
food supplements, that is, snacks, by 3 cents; substituted an annual
July 1 inflation adjustment for the earlier semiannual adjustment
of reimbursement rates for breakfasts, lunches, and suppers; low-
ered the Federal authorization for child care food equipment assist-
ance from $6 million to $4 million and expanded participation in
the program by allowing for-profit child care sponsors to partici-
pate if they received funds under title XX of the Social Security
Act; previously no for-profit sponsors had been eligible to partici-
pate. '

15-642 0—83—4
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In 1981, Congress enacted the Omnibus Budget Reconciliation
Act of 1981, Public Law 97-35, which included changes in the child
care food program that were estimated to save approximately $114
million in fiscal year 1982, reducing the total cost to $298 million.
Actual fiscal year 1982 costs were $310 million.

This new law made a number of substantive changes in the child
care food program. First, the allowance for a three-tier system of
reimbursement for meals served in child care centers was eliminat-
ed. Under the new law, the family income of the individual child in
the child care center receiving a meal or snack determines the
amount of the Federal reimbursement provided. The eligibility cri-
teria for free, reduced price, and paid meals is the same as that set

such administrative expenses.

A limit on the number of meals that may be federally reim-
bursed was also enacted with the limit set at two meals and one
snack per day per child.

This limit applies to child care centers as well as family da;, .
homes. Prior to this change, reimbursements were allowed for up
to three meals and two snacks,

The new law also lowered the Federal reimbursements provided
for breakfasts, lunches, suppers, and snacks in both child care cen-
ters and family day care homes,

In addition, the new law eliminated from sponsorship any for-
profit sponsor who received title XX social services compensation
for less than 25 percent of the children enrolled. The previous year
had opened up eligibility for all for-profits, Finally, the 1-year sus-
pension of the January 1 semiannuai inflation adjustments of reim-
bursement rates enacted under the 1980 Reconciliation Act was
made permanent. Thus, rates are to be adjusted annually each July



SuMMER Yoop SERVICE PROGRAM

The summer food service program—often referred to as the
summer feeding or summer food program—operates during the
months of May through September to provide a meal and a snack
to children age 18 and under in certain areas of the United States.
It also operates in Puerto Rico, the Virgin Islands, and Guam.

Organizations responsible for the operation of the program are
called sponsors. Sponsorship is limited to public and private non-
profit school food authorities—usually school districts—local mu-
nicipal or county governments, and public and private nonprofit
residential summer camps.

The following chart outlines the number and percentage of each
type of sponsor:

DISTRIBUTION OF SPONSOR SITES AND MEALS SERVED IN THE SUMMER FOOD SERVICE PROGRAM,
SUMMER 1982!

Type of spansor Percent of sites Pelteggreldmeals

Schools 32 41
Residential camps ........ 4] 14
Government 27 45

| Preliminary data from the report on the summer program 1982. Food and Nulrition Service. U.S. Department of Agriculture.

The program cost approximately $89 million in fiscal year 1982.
Changes made in the summer food service program in the Omnibus
Budget Reconciliation Act of 1981 were estimated by the Congres-
sional Budget Office [CBO] to save $85 million from an anticipated
fiscal year 1982 cost of $142 million, leaving an annual cost of $57
million. However, all of those savings did not materialize during
the summer of 1982. This occurred in part because sites that had
been run by sponsors eliminated by the provisions of the 1981 act
were transferred to eligible sponsoring organizations. Approximate-
ly 68.7 million meals—and snacks—were served under the program
during the summer months of 1982.

The following chart outlines the participation and cost levels of
the program since 1969:

SUMMER FOOD SERVICE PROGRAM, 1969-82

[tn thousands]

Federal

Fiscal year reimbursement ! Peak participation Tolsaelwnégals
1969..... . $309 99 2,154
1970 e 1,783 221 8,164
1971. . 8,112 569 28.956
1972 21,817 1,080 73,454
1973 26,547 1437 65.440

(45)
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SUMMER FOOD SERVICE PROGRAM, 1969-82—Continued

{In thousands]
Fiscal year reimbrueg:,lglent v Peak’ participation ’“‘iw"éia's
1974. 33,532 1,403 63,622
1975 ettt e 50,230 1,785 84,298
1976 e et bt e et s oo 73,379 2,453 104,848
- Teansition QUArer ... ... 144,623 3,455 197,956
1977 129,649 2,791 170419
1978.......... 100,266 2333 120,324
1979 et e 112,509 2,126 121,758
1380.. 113,194 1922 108,189
1981 105,089 1,926 90,281

1982 i 87,426 1,418 . 68,740

! Not including commodities.
Source: Food and Nutrition Service. Sept. 30. U1.S. Department of Agricutture,

The summer food service program may operate only in areas in
which poor economic conditions exist—which are defined by cur-
rent law to be any area in which one-half or more of the children
are eligible for free or reduced-price lunches, that is, have family
incomes at or below 185 percent of poverty, or $17,210 for a family
of four, effective July 1, 1982, until June 30, 1983. The new defini-
tion is the result of a change enacted under the Omnibus Budget
Reconciliation Act of 1981. Under earlier law the definition of a
poor economic area was one in which one-third of the children
were eligible for free or reduced-price lunches.

There is no individual or family income eligibility standard for
receipt of meals and snacks under this program. The geographical
income limitation described above constitutes the only restriction
on program participation.

Indeed, any child living in an approved area, regardless of family
income, or attending a site if he lives outside the area, may, receive
a free meal. The Food and Nutrition Service [FNS] has not been
able to provide any estimate of what percentage of the program re-
cipients actually are needy. No income data is required to be re-
ported by program operators, and FNS has conducted no surveys
on the issue.

Because the 50 percent free or reduced-price lunch rule includes
most public school districts, the program is essentially a national
program, although some areas that may be eligible to operate the
program do not choose to do so.

In addition to children up to age 18, mentally or physically
handicapped individuals of all ages may participate.

Reimbursement rates established for the summer food service
program are adjusted each January to reflect the increase in the
Consumer Price Index Series for Food Away From Home for the
12-inonth period ending the preceding November 30,

Sponsors may claim actual costs, up to the maximum Federal re-
imbursement rates, and most are reimbursed at the maximum
rate.

For the summer of 1982, the reimbursement rates were as fol-
lows:

¢l
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MAXIMUM REIMBURSEMENT RATES IN THE SUMMER FOOD SERVICE PROGRAM, 1982
(Cents per meal}

Maximum administrative Total maximum reimbursement
Operating reimbursement e

imbl t a Rural/seif-

reimbursemen Reguiar g:gl/:ﬁgn Regular prue?a{alion
Breakfast 7475 5.50 7.00 80.25 81.75
Lunch/supper. 134.25 10.50 12.75 144.75 147.00
SnacK ... 35.28 2.75 3.50 38.00 38.75

Note.—Reimbursement for administrative expenses is higher for rural Spansors and those that prepare the meals themselves. Rates are fixed and
do not vary by economic slatus of the child served. $0 long a5 the area is one in which al least one-half of the children are efigible for free of
reduced-pnce school meals. using NSLP critenia. In the special case of summer residential and nonresidential camps, only those participants who
qualify for tree o teduced-prce meals are reimbursed at the fixed-payment standard. Nonresidential camps are those offering a rEg'ulaﬂy stheduled.
organized cultural or recreational program for children and serve four meals a day. while not maintaining sleeping quarters for the children.

These rates are established separately from reimbursement rates
for meals served in the lunch and breakfast programs and meals
and snacks served in the child care center component of the child
care food program.

Meals are served free to all participants, and are limited to two
meals a day, lunch and either breakfast or a snack. The Omnibus
Reconciliation Act of 1980 reduced the number of reimbursable
meals from four per day to the current two per day. Summer
camps and migrant prograins, however, may serve up to four meals
a day if they have the administrative capacity and if meal services
do not coincide or overlap—that is, meals and snacks must be
spaced at least-3 hours apart. Within summer camps, Federal reim-
bursement is limited to meals served to children who would meet
the income criteria for free or reduced-price lunches in the lunch
program—at or below 185 percent of poverty. .

Approximately 66 percent of all participants during 1982 attend-
ed sites that served more than one meal although they did not nec-
essarily receive more than one meal. Of meals served during the
summer of 1982, approximately 77 percent were lunches or suppers
in the case of camps, 13 percent were breakfasts, and 10 percent
were snacks.

The following table outlines the levels of participation among the
States during fiscal year 1982:

SUMMER FOOD SERVICE
tn thousands
Sites * —
. Participation ! Tolal meals

Alabama 348 400 3Mo
Alaska........ 0 0 0
Arizona...... 101 9.6 419
Arkansas 29 2.4 122
California... 1,396 157.0 7,366
Colorado.... 86 127 547
Connecticut ... 213 194 716
Delaware........ 193 79 337
District of Colu 23 8.2 232
Florida 652 915 2,885
Georgia..... 395 340 1,501
Guam .. 0 0 0
Hawaii. 33 48 188
ldaho........ 7 5 33
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SUMMER FOOD SERVICE—Continued

In thousands
Sites 1
Participation 1 Tota! meals

TGS covveverr e 593 56.9 2,192
lndaana 184 19.0 872
fowa 45 28 203
Kansas ........ 15 4 35
Kentucky. 240 17.2 125
Lovizana.. 173 21.6 1,345
Maine.. 19 21 32
Maryland...... 448 29.2 1,007
MASSACRUSEES....c.oo s 290 26.8 2,085
Michigan .. 972 76.2 3,620
Minnesota. 260 1.7 591
Mississippi..... 86 20.9 1,138
Missouri 213 14.3 906
Montana............. 26 2.6 130
Nebraska 34 2.5 - 119
Nevada.. 3l 14 78
New Hampshire 0 .0 9
New Jersey 601 60.8 3,663
New Mexico...... 131 9.8 454
New York.......... 1,691 2586 14,813
North Caralina......... 376 33.0 1,387
North Dakota ........ 35 2.1 179
Ohi0 ..o, 350 299 1,469
Oklahoma........ 80 43 363
Oregon. 13 42 219
Pennsylvania 1,018 54,6 4,513
Puerto Rico........ 545 116.7 1,109
119 47 525

South Carolina 627 440 2,048
South Dakota..... 74 31 167
Tennessee..................... 267 209 900
Texas 367 317 1,852
WWah.. 19 1§ 128
Vermont ... A 4 24
Virginia..... 181 16.6 684
Virgin Island................. . $6 47 309
Washington ... 95 5.1 223
West Virginia........... 233 6.4 423
Wisconsin 91 8.1 352
Wyoming 3 2 13
American Samoa.. 0 0 0
Northern Mariana Isfards 0 0 0
Trust Teritory....... 0 0 : 0
Total....... 14,144 1,421.0 68,976

1 Peak month,

Source: Food and Nutrition Service, U.S. Department of Agticuiture,

While the program was originally envisioned as a summer substi-
tute for the school lunch program, participation levels have not
paralleled the lunch program.

As the above figures indicate, over 21 percent of all meals nation-
wide in 1982 were served in the State of New York; in 1981 over 18
percent of all meals nationally were served in New York City

Since its inception in 1971, the program has been plagued with
reports of waste and abuse, In April 1977, the General Accounting
Office released a report on the problems and abuses in the summer
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food service program. Findings from this study indicated that there
were significant abuses that included adults consuming the food,
food waste caused by inadequate storage and spoilage, deliberate
dumping, poor quality food, offsite consumption by children, im-
proper bidding procedures and indications of kickbacks and bribes,
failure to meet meal pattern requirements and overpayments for
unserved meals.

In an effort to address these problems, the National School
Lunch Act and Child Nutrition Amendments of 1977. Public Law
95-166, included provisions designed to improve program adminis-
tation and increase monitoring.

In March 1978, the GAO released anothex report. The report fo-
cused on program reforms and showed that some abuses found in
the April 1977 report continued.

The semiannual report of the Office of Inspector General for the
¢ months ending March 31, 1981, indicated that such abuses contin-
ued, despite even more recent attempts at reform.

As noted earlier, the Congress eliminated the eligibility for pri-
vate nonprofit sponsors—other than schools and residential
camps—in the 1981 reconciliation legislation effective for the
summer of 1982. Private sponsors had been a key target of the
criticism about the program’s integrity.

More recently, the Office of Inspector General has reported an-
other type of abuse which may exist within educational institutions
that are still pemitted to participate in the program.

The OIG reported in its semiannual repcrt for the 6 months
ending March 31, 1982, that dual funding exists between the
summer food service program and the Department of Education’s
upward bound program.

According to the OIG report:

In 1981, 437 colleges and universities participated in the upward bound program.
According to Department of Education officials, the policy was to reimburse those
institutions for all costs associated with the program, including room and board.

Some institutions, however, also participated in the summer food service program
and received reimbursements for food costs.
In New York State, we found that 7 of 19 institutions participating in upward

bound also participated in the summer food service program. These institutions re-
ceived 1981 Department of Agriculture reimbursements totaling $52,000 and failed
to report funds from upward bound. Two reported on their initial applications that
they received funds from the Department of Education, but FNS failed to use that
information to determine if they were eligible to receive 1981 summer food service
reimbursements of $13,672. Significantly, the controller for one of these institutions
returned a check for 36,110, stating that the institution through upward bound re-
ceived 100 percent funding for all costs including meals.

OIG recommended to FNS that it develop a policy and establish
controls to prohibit upward bound program institutions from par-
ticipating in the fiscal year 1982 summer food service program.
During the summer of 1982 approximately 385 upward bound insti-
tutions continued to participate in the program. FNS has subse-
quently agreed to coordinate with the Department of Education to
ensure against dual funding.

Another concern about the program has been its form of admin-
istration. Most FNS program are administered at the State level.
However, in the past, several programs, including the summer food
service program, have provided that in the event that a State did

96
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not opt to operate the program, the Federal Government would do
so through the regional offices of the Food and Nutrition Service.,

operated their own program and those that relied on the Federal
Government to administer the summer food service program.

FEDERAL AND STATE ADMINISTRATION OF THE SUMMER FOOD SERVICE PROGRAM

Federally State

Fiscal year administeted  administered

— 17 34
19 34
21 32

Source Food and Nutrtion Service, U'S. Department of Agriculture.

Congress included legislation in the Omnibus Budget Reconcili-
ation Act of 1981 which limited Federal administration of this and

States do not administer the program because of State constitution-
"al restrictions on dealing with private entities, including the non-
profit organizations that are often the sponsors of the summer food
service program. According to the Food and Nutrition Service, the
following 17 States do not plan to administer the summer food pro-
gram during 1983: Arkansas, California, Georgia, Hawaii, Kansas,
Michigan, Minnesota, Missouri, Nebraska, New York, North
Dakota, Oregon, South Carolina, Tennessee, Virginia, Washington,
and Wyoming.

LEGISLATIVE HISTORY

Public Law 90-302, enacted May 8, 1968, established the special
food service program for children [SFSPFC], a 3-year pilot program
that was the forerunner of both the child care food program [CCFP]
and the summer food service program [SFSP].

Congress developed the summer feeding component of the
SFSPFC in order to provide Federal grants for meals served to

high concentration of wor Ing mothers and where poor economic
conditions existed. Institutions eligible to participate included city
government organizations, community action agencies, churches,
day camps, and institutions providing day care programs for the
handicapped.

In September 1972 and May 1975, Congress reaffirmed its sup-
port of the program by extending the special food service program
for children until the end of September 1975 under Public Laws
92-433 and 94-20, respectively. Food service programs for children

94
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were further expanded in 1975 when Congress separated the child
care and summer feeding components of the SFSPFC and provided
each with individual legislative authorization. Public Law 94-105,
enacted in November 1975, mandated a number of significant pro-
gram changes. Summer food service program eligibility was ex-
tended to include residential summer camps. Institutions and resi-
dential summer camps had to conduct a regularly scheduled pro-
gram for children at site locations where organized recreational ac-
tivities or food services were provided. These institutions and
camps had to provide a service in areas where at least one-third of
the children qualified for free or reduced price school meals. They
also had to acquire their meal service, whenever feasible, through
existing school food service facilities. However, they no longer had
to serve areas with a high concentration of working mothers in
order to qualify for the program. Publishing deadlines for USDA
regulations and guidance handbooks were adjusted to give State
agencies and sponsors sufficient time for preprogram planning and
training. State administrative funding was altered significantly to
allow State agencies to increase their staffs administering the pro-
gram. For sponsoring organizations, startup payments were pro-
vided to defray the costs of program planning and organizing, and
advance payments were provided to improve cash flow.

Public Law 94-105, and the regulations which implemented it,
served to promote significant program growth. It was discovered,
however, that some provisions—among them the requirement that
any eligible service institution shall be permitted to partiripate in
the program upon request and the requirement that institutions
coulg not be prohibited from serving all the different meal types
unless the service period of the different meals coincided or over-
lapped—Iled to abuse and administrative problems in efficiently op-
erating the program. '

In addition, problems were encountered at the State level as per-
sonnel attempted to carry out their new responsibilities. Bidding
and contracting problems, and alleged collusion between sponsors
and vendors surfaced.

Public Law 95-166, enacted in November 1977, addressed the
plroé)ltceims discussed above. Major changes mandated by the law in-
cluded:

(1) Sponsors were required to demonstrate that they had ade-
quate administrative and financial responsibility to manage an
effective food service, and that they had not been seriously de-
ficient in operating under the program in the past.

(2) Sponsors had to offer a year-round service to the commu-
nity, rather than only partial year service, such as recreational
activities or food services for children, in order to participate.
Exceptions to this year-round service requirement were pro-
vided for those institutions which the State agency determined
to have met the other eligibility criteria and whose exclusion
from the program would result in an area in which poor eco-
nomic conditions exist not being 'served or in a significant
number of needy children not having access to the summer
food service program. ‘

(3) States were given a priority system for approving spon-
sors in cases of overlapping sites.

3
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(4) Residential camps were allowed to claim only meals
served to children qualifying for free and reduced-price meals,
rather than all children.

(5) Sponsors were required to submit a complete budget for
administrative costs to the State agency for approval.

(6) The release of advance funds to sponsors was restricted
and limited.

(7) A new formula was provided for State administrative
costs.

(8) USDA was required to develop State staffing standards
and effective dates, to ensure sufficient administrative staff
and time for planning.

(9) Food service management companies had to be registered
by the States, which could deny this registration if a company
lacked the administrative and financial capability to perform
or had been seriously deficient in the past.

(10) Penalties were specified for fraud.

(11) Publishing deadlines for USDA regulations and guidance
handbooks were adjusted to allow States more time for prepro-
gram planning and training.

Public Law 95-627, enacted in November 1978, dealt primarily
with the child care food program, though issues concerning the
summer program were addressed. The formula for determining
State administrative expense funding was revised to increase the
federally reimbursed amount that States could spend to administer
the program. And, program eligibility was extended to persons over
18 years of age who are determined by a State or local educational
agency to be mentally or physically handicapped and who partici-
pate in a public or nonprofit private school program established for
the mentally or physically handicapped.

No further changes were made in the authorizing legislation for
the summer program until the enactment of the Omnibus Budget
Reconciliation Act of 1980, Public Law 96-499. However, language
was included in the fiscal year 1980 and fiscal year 1981 agricul-
ture appropriations acts setting some limitations on program spon-
sors. For example, agricultural appropriations for fiscal year 1980,
Public Law 96-108, included language which placed limitations on
the eligibility for some private nonprofit institutions which spon-
sored large programs and purchased meals from food service man-
agement companies. For fiscal year 1980, the only large, private
vended sponsors which retained their eligibility for program spon-
sorship were those located in areas with no public sponsors and
sponsors which prepared their own meals or obtained them
through a public facility. Private schools, migrant farmworker or-
ganizations, or smaller private sponsors were eligible to administer
sites serving needy children. Regulations implementing Public Law
96-108 emphasized the responsibility of State agencies to locate
high priority sponsors to administer the program for sites in areas
where poor economic conditions existed. These changes were in-
tended to reduce mismanagement, waste, and abuse in the program
by more thoroughly screening applicant sponsors of large, vended
programs and to intensify the effort to locate the most capable
sponsors to administer sites.
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In 1980, Congress passed the Omnibus Reconciliation Act of 1980,
Public Law 96-499, which amended the National School Lunch Act
and limited summer meal service to lunch and either breakfast or
a snack. The act also authorized the SFSP through fiscal year 1984.

Since the fiscal year 1981 Agriculture Appropriations Act includ-
ed the same sponsor limitation language as the fiscal year 1980 Ap-
propriations Act, the sponsor limitations were continued through
fiscal year 1981.

On August 13, 1981, Public Law 97-35, the Omnibus Budget Rec-
onciliation Act of 1981, was enacted. This legislation permanently
limited the types of organizations eligible to sponsor the SFSP by
excluding private nonprofit sponsors other than schools and resi-
dential camps; changed the area income criteria for summer food
operations from one-third to one-half of the children in the area
eligible for free or reduced-price lunches; restricted the Depart-
ment of Agriculture’s direct administration of summer programs
previously administered by State agencies; limited the period al-
lowed for claims settlement; and prohibited sponsors of the
summer food service program to participate in the special milk pro-
gram. :

Projected costs of the program are $99 million in fiscal year 1984,
$105 million in fiscal year 1985, and $110 million in fiscal year
1986, according to the Congressional Budget Office.
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SpeciaL MiLk PRoGRAM

The special milk program provides funds to offset the cost of
milk served to children in public and private nonprofit schools, and
eligible child care institutions that do not participate in another
federally sponsored child nutrition program. The special milk pro-
gram is available to all children in participating schools and insti-
tutions regardless of family income. However, the Federal reim-
bursement for milk served is provided at two rates: free and paid.

Schools and other institutions participating in the special milk
program have the option of whether to offer the free milk portion
of the program. A school may offer milk which will be reimbursed
at the free and paid rates, based on income eligibility, or the school
may opt to serve only paid milk.

In the latter case, schools may opt not to offer free milk because
they wish to eliminate the attendant paperwork required to deter-
mine the income eligibility of students who would qualify for free
milk. In a school offering free milk, the income eligibility stand-
ards for free milk are the same standard as those set for free
lunches—that is, gross income at or below 130 percent of the
income poverty guidelines established annually by the Office of
Management and Budget. The Federal reimbursement for free
milk participants is the actual cost of the milk which varies from
one market area to another. In fiscal year 1982, the average reim-
bursement per one-half pint of free milk was 15 cents; schools were
reimbursed from a low of 9 cents in Minnesota to a high of 22 cents
in New Jersey per half-pint.

All other milk served to children in the program—that is, those
not receiving free milk—is reimbursed at a paid rate. The milk
purchased by these children is subsidized by the Federal Govern-
ment at a minimum rate per half-pint of milk which is adjusted
annually according to changes in the producer price index for fresh
processed milk. The rate for school year 1981-82 was 9 cents per
half-pint of milk, and is 9.25 cents for school year 1982-83.

The following tables outline the number of children participating
in the special milk program as well as the amount of milk served:

CHILDREN PARTICIPATING IN THE SPECIAL MILK PROGRAM *

[Numbers in millions)

Tota! ber of
Fiscal year Cohla'ﬂlne?ln:n the ca‘,‘é?gx'vfgo Pementa‘;e of cm’fg,‘g:'vfgo Pe:cenla‘;e of
sp:g;lrarmlk teceive free tnilk lota purchased milk tofa
1982 I.4 0.1 1.0 13 928
1981 . 93 1.3 139 8.1 86.8
1980 .o 10.9 13 1.9 9.6 88.1

! Estimated, assuming %2 pnt per day per child
Source. Food and Nutetion Service. US. Department of Agnculture.
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MILK SERVED IN THE SPECIAL MILK PROGRAM

[Number in millions)

fumber of ¥ pinls served Percent of folal  Percent of tofal
Total Free Paid Iree paid

Fiscal year

227 13 214 5.7 943
1,542 210 1,332 136 86.4
1,796 220 1,576 12.2 81.8

' The Omnibus Budget Reconcifiation Act of 1981 elummnated participation in the special milk program for schools that participated in ofher FHS
meal service programs.

Source: Food and Mutntion Service. U'S. Department ol Agsiculture.

The special milk program is currently administered through par-
ticipating schools and child care institutions. Those institutions eli-
gible to participate in the program are: public and private nonprof-
it elementary and secondary schools, child care centers, settlement
houses, summer camps, and similar nonprofit institutions devoted
to the care and training of children which do not participate in a
meal service program authorized by the National School Lunch Act
or the Child Nutrition Act of 1966. As with all FNS programs, pri-
vate schools with tuitions of $1,500 or more may not participate in
the program.

INSTITUTIONS PARTICIPATING IN THE SPECIAL MILK PROGRAM

Nonprofit

| numbers of - ot 00is 35
’_‘;Pl:xslinll'utﬁfns Nonprofit schools  Summer camps "?gﬁ;'t':ga' Deslccg.n!age of
" participating institutions participants
1982 e, 9,968 6,595 2,350 1,023 66.2
1981 88,680 84,443 3,190 1,057 95.2
1980 89,062 84,638 3,368 1,056 95.0
1978.... 89,071 85,571 2,412 1,088 96.1

Source: food and Nutnton Service, US. Department of Agriculture.

LEGISLATIVE HISTORY

The special milk program was established in 1954 when Congress
authorized funds from the Commodity Credit Corporation to be
us}?d lto increase fluid milk consumption for children in nonprofit
schools.

At the time this legislation, Public Law 83-690, was enacted, the
Commodity Credit Corporation had been purchasing large amounts
of dairy products and storing them in order to boost sagging dairy
prices. This legislation was intended to support milk prices and at
the same time to encourage schoolchildren to drink milk, rather
than converting the milk to a dry product and storing it in Govern-
ment warehouses.

Original CCC funding for the program was set at $50 million per
year for fiscal years 1955 and 1956. Participants in the program
were children in nonprofit elementary and secondary schools.

In 1956, the program was extendéd, and authorization for CCC
funds for the program was increased to $75 million per year (Public
Law 84-465). Eligibility for participation was expanded to include
children in nonprofit child care centers, settlement houses, summer
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camps, and similar nonprofit institutions devoted to the care and
training of underprivileged children on a public welfare or charita-
ble basis. This was the first mention of need as a criteria for par-
ticipation in the the program. Yet, this criteria was reversed by
Congress and reference to a needs basis for participation was de-
leted by amendments made later in 1956 (Public Law 84-752). With
this change, Congress established the milk program as service to
all children, without reference to family income. The funding of
the program was authorized through the Commodity Credit Corpo-
ration.

In 1958, the milk program was extended for an additional 3 years
at the same authorization level (Public Law 85-478), until June 30,
1961. Though funding was still through the Commodity Credit Cor-
poration, specific language was incorporated at this time stating
that amounts spent under the program were not to be considered
as expenditures for price supports.

In 1960, Congress appropriated funds to reimburse the Commod-
ity Credit Corporation for the special milk program. That legisla-
tion, Public Law 86-446, extended the program through fiscal year
1961, and raised the annual funding level to $95 million.

In 1961, the program was extended through fiscal year 1962, and
the authorization level was increased to $105 million (Public Law
87-67). The Agriculture Act of 1961 later in the same year ex-
tended the program through fiscal year 1966. That legislation,
Public Law 87-128, also established direct funding for the special
milk program (rather than through CCC or by reimbursing CCC)
and established annual authorization levels necessary to carry out
the program.

Incorporation into the Child Nutrition Act of 1966 was the next
major change for the special milk program (Public Law 89-642).
Section 3 of the Child Nutrition Act of 1966 required that the Sec-
retary administer the program as it had been in the past. Eligibil-
ity for participation remained the same. Authorization for the pro-
gram grew gradually from $110 million for fiscal year 1967 to $115
million for fiscal year 1968 and $120 million for each of fiscal years
1969 and 1970.

An attempt to halt the growth of the program was made in 1967.
The Johnson administration proposed that Federal reimbursement
for milk be limited to schools with no food service program and to
schools with high concentrations of low-income children, This pro-
posal would have reduced funding of the program by 80 percent.
Congress did not adopt the proposal.

In 1970 and 1971, the Nixon administration proposed that the
special milk program be terminated. The proposal asserted that the
program was no longer necessary because of the growth of the na-
tional school lunch program and the availability of the school
breakfast program and what are now the child care food and
summer food service programs, all of which included a half-pint of
milk as part of the meal plan. Congress rejected the administra-
tion’s attempts to terminate the program, and instead enacted a
permanent authorization for the program at $120 million (Public
Law 91-295). The program was also expanded to include Guam.

In 1974, the Nixon administration administratively determined
and implemented action that eliminated the program in schools al-
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ready serving milk as part of another federally funded program. To
chalf;nge this administrative action, Congress amended section 3 of
the Child Nutrition Act of 1966 to mandate that any nonprofit
school or child care institution could participate in the special milk
program on request (Public Law 93-150). This legislation also estab-
lished that children eligible for free lunch under the national
school lunch programs were automatically eligible for free milk
under the special milk program any time during the day when
milk was offered under the milk program.

In that same year, Congress again amended the Child Nutrition
Act, removing the authorization ceiling and establishing a mini-
mum rate of reimbursement to schools of 5 cents per one half-pint
of milk provided (Public Law 93-347). This amount was to be ad-
justed annually to reflect price changes in the Food Away From
Home Series in the Consumer Price Index for each half-pint of
milk served. (Nore.—The index which serves as the basis for ad-
justment was later changed to the Producer Price Index for Fresh
Processed Milk, Public Law 95-627, Nov. 10, 1978.)

In 1975, Public Law 94-105 further amended the Child Nutrition
Act extending the program to the U.S. territories.

Before leaving office in January 1977, the Ford administration
recommended a fiscal year 1978 budget that would limit the special
milk program to schools that did not participate in other Federal
feeding programs. The Ford administration also recommended a
block-grant program for the several child feeding programs, includ-
ing the special milk program. Congress did not accept these propos-
als, and the special milk program continued as before with $155
million in appropriations. :

The Carter administration’s initial budget proposal, for fiscal
year 1978, reiterated the Ford proposal that would have continued
the special milk program in only those schools and institutions
that did not choose to participate in the Federal meal programs.

Another attempt was made in 1977 to address a problem which
occurred when the program was simultaneously operated alongside
the Federal meal programs. Children who had been receiving an
additional half-pint of free milk under the milk program with their
free lunch—which already included one half-pint of milk—could be
publicly identified as needy, violating section 9 of the National
School Lunch Act. Congress responded by legislating in Public Law
95-166 that free milk could be made available at times other than
scheduled meal service—periods during. which federally assisted
meals were served.

The following year, in 1978, Public Law 95-627 further amended
the Child Nutrition Act of 1966 to address the still nagging prob-
lem of public identification of needy children. Under this provision,
free milk was only required to be served to eligible children at the
option of the school and upon request by the child. This allowed
children to refuse the additional serving of milk if they chose to do
so. Alternatively, it allowed schools to decline to participate in the
fee portion of the program and charge all students for milk with
Federal reimbursement at the paid rate. In all other school meal
service programs, a free component—for children from families
with income at or below .130 percent of poverty—was, and is, man-
dated as part of the program.
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The Carter administration once again recommended for both
fiscal year 1979 and fiscal year 1980 that the special milk program
be limited to schools not participating in other Federal programs,
primarily the school lunch program—the same recommendation
that had been made by the Ford administration. This proposal was
not approved.

For fiscal year 1981, however, the Carter administration pro-
posed a 5-cent flat-paid rate for milk served in schools with meal
service programs, which was included in the Omnibus Reconcili-
ation Act of 1980 (Public Law 96-499). Reimbursement for paid
milk in schools without milk service continued to be adjusted annu-
ally to reflect changes in the price of milk. Reimbursement for all
free milk served to low-income children continued to be based on
actual cost. The 5-cent reimbursement for milk served to paying
children in schools which did have a meal service program was not
indexed. This change was estimated to save $56 million for fiscal
year 1081. The program cost $118 million in fiscal year 1981 after
the change was implemented.

The essence of the reform of the special milk program first at-
tempted in 1967 was finally passed in 1981. The Reagan adminis-
tration’s budget request for fiscal year 1982 proposed that the spe-
cial milk program be limited to schools and other child care insti-
tutions that do not participate in another meal service program au-
thorized by the Child Nutrition Act of 1966 or the National School
Lunch Act. This proposal was adopted by Congress in the Omnibus
Budget Reconciliation Act of 1981. Although this proposal had been
recommended by the Carter administration for fiscal years 1979
and 1980, it had not been included in the fiscal year 1982 Carter
budget submitted in January prior to the new administration’s in-
auguration.

For fiscal year 1983, the Reagan administration had proposed
that all Federal subsidies for the program be discontinued, the
same recommendation as made by the Nixon administration in
1970 and 1971,

Originally, the special milk program was intended to alleviate
the increasing stockpiles of Government-purchased dairy products.
Milk for the program was purchased directly from or with funds
from the Commodity Credit Corporation.

The special milk program is no longer operated through the
Commodity Credit Corporation. Milk for the program is purchased
through the regular retail milk market, and is financed through
direct appropriations.

In fiscal year 1980, milk served to children through the special
milk program represented less than 2 percent of the total fluid
milk consumption in the United States. With the reduction in the
program in fiscal year 1982, that percentage of consumption has
fallen to 0.2 percent of the total fluid milk consumption, down from
a high of about 2.9 percent in 1966. The current special milk pro-
gram has very little impact on milk consumption at the national
level, and congressional intent for the program has moved away
from its original purpose of reducing the quantities of stored dairy
products to assuring that schoolchildren are provided access to fed-
erally subsidized milk.

-
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Reform of th. special milk program first attempted in 1967 was
finally effected in 1981 by amendments to the Child Nutrition Act
of 1966 enacted under the Omnibus Budget Reconciliation Act of
1981. Instead of serving special milk in addition to the milk served
through Federal meal programs, Congress limited participation in
the special milk program to schools and other eligible institutions
that do not participate in any other meal program.

Based on current projections by the Congressional Budget Office
it is anticipated that the program will cost $65 million during the
next 3 fiscal years. The following chart outlines the annual antici-
pated cost of the program according to the Congressional Budget
Office:

Projected costs of the special milk program

Fiscal year: Millions
BURIE ettt e oo $21.0
1984 .., 21.2
1985... 214
LR ottt v 23,6

R

15-642 0—83——3



SpeciaL SurrLEMENTAL Foop ProGcraM ror WOMEN, INFANTS, AND
CHILDREN

Two separate Federal programs provide food assistance to a simi-
lar target population of low-income pregnant and post partum
women and their infants, and preschool age children. These pro-
grams are the special supplemental food program for women, in-
fants, and children—often referred to as the WIC program—and
the commodity supplemental food program.

The special supplemental food program for women, infants, and
children [SSFP or WIC), is designed to provide supplemental food
and nutrition education to low-income pregnant, post partum, and
breastfeeding women, and their infants and children up to age
who are at special risk with respect to their physical and mental
health resulting from inadequate nutrition or health care. The pro-
gram is also designed to serve as an adjunct to good health care—
during critical times of growth and development—to prevent the
occurrence of health problems, and to improve the health status of
participating individuals.

The program was established by Congress in 1972 as a new addi-
tion—section 17—to the Child Nutrition Act of 1966.

During fiscal year 1982, which ended September 30, 1982, an
average of 2.2 million women, infants, and children participated
monthly in the program at an estimated cost of $957.5 million.

Federal funds for the operation of the special supplemental food
program are provided in the form of grants-in-aid to State health
departments or comparable agencies and Indian tribes. In most
other nutrition programs administered by the Food and Nutrition
Service, funds are channeled through State educational agencies.
However, in the SSFP program, typically both State and local ad-
ministration is handled through health departments and local
health agencies and clinics. Funds are distributed by the States to
participating local agencies. Local agencies include county public
health departments, community health agencies, municipal public
health agencies, public or private nonprofit hospitals, community
action agencies, and public welfare agencies. Such local agencies
must provide ongoing health services for program participants
before being eligible to receive SSFP funds from State agencies. At
the end of fiscal year 1982, there were approximately 84 State or
Indian agencies administering WIC programs through 7,037 clinics.

The local agencies are responsible for certifying that applicants
for SSFP are eligible for benefits. The local agencies also distribute
the benefits—most often vouchers redeemable for specified items at
retail grocery stores—as well as provide nutrition education and
appropriate health care.

Before a State may participate in SSFP, it must submit a pro-
gram plan to USDA for approval. The plan must detail how the
State will operate the program and include information on names
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and addresses of those local agencies that plon to participate, a
copy of the application form which local agencies will use to deter-
mine eligibility, verification methods for certification, plans for de-
tecting dual participation in the commodity supplemental food pro-
gram and SSFP, and plans for program outreach.

A description of the commodity supplemental food program fol-
lows this discussion of the special supplemental food program. Both
programs may operate in the same areas, but simultaneous partici-
pation in both programs by individuals is prohibited. The CSFP is a
much smaller program, operating in 12 States; it is concentrated in
5 major urban areas. The SSFP operates in all 50 States, the Dis-
trict of Columbia, Puerto Rico, Guam, and the Virgin Islands.

A program plan must be submitted by participating agencies
each year, Portions of the plan which have not changed from a pre-
vious year need not be resubmitted.

By law, the group of individuals targeted for benefits of SSFP
are: pregnant women, breastfeeding women for up to 1 year post
partum—after delivery—and non-breast-feeding women up to 6
months after delivery, infants—defined in the statute as up to age
l—and children up to age 5. Individuals within this group must
meet all of three requirements: They must: first, be determined to
be at nutritional risk; second, have a low income; and third, meet a
residency requirement, if imposed by the State agency.

The Child Nutrition Act of 1966 defines nutritional risk as “(A)
detrimental or abnormal nutritional conditions detectable by bio-
chemical or anthropometric measurements, (B) other docuinented
nutritionally related medical conditions, (C) dietary deficiencies
that impair or endanger health, or (D) conditions that predispose
persons to inadequate nutritional patterns or nutritionally related
medical conditions, including, but not limited to, alcoholism and
drug addiction.”

The determination of whether a person is at nutritional risk
must be made by a competent professional authority, such as physi-
cian, nutritionist, nurse, or other health official. Professionals
making nutritional risk determinations at the local clinics are typi-
cally nutritionists or public health nurses. Federal guidelines avail-
?)ble to professionals in making nutritional risk determinations are

road.

USDA provides regulations about how nutritional risk is to be
measured. Such regulations require, at a minimum, that a profes-
sional measure an applicant’s height—or length in the case of in-
fants—and weight—known in medical terms as anthropemetric
measurements—and administer a blood test for anemia or iron de-
ficiency. Infants under age 6 months are exempted from the re-
quired anemia test.

The following table prepared by the General Accounting Office
summarizes the broad parameters of Federal guidelines on nutri-
tional need for women, infants, and children.

Pregnant. post-partum. and breast-feeding women Infant or child

Anemia.

Abnorma} pattern of growth such as underweight, obesity, or
stunting; including for infants. a birth weight of 2,500
grams or less.
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Prognant, post-partum, and breast-feeding women Infant or child
Inadequate nutntional pattern (poor dietary habits)................. Inadequate nutritional pattern.
High-risk pregnancy or a history of premature births, miscar- Status as infant {up to 6 months of age) of a mother who
riages, or high-risk pregnancies. : . was a WIC participant during pregnancy.

‘ chr]ce- The special supplemental food program for women, infants, and children (WIC)—How Can It Work Better? General Accounting Office,
eb. 27,1979,

Based on USDA regulations, each State sets its own criteria for
eligibility using the required data, plus any other factors the State
may allow for making the determination. Typical criteria include a
condition of being anemic or underweight, or having a history of
high risk pregnancies. New York includes emotional and psycho-
logical factors affecting a. child's food intake in determining nutri-
tional risk. In assessing an applicant’s nutritional needs, medical
records and the individual's eating habits are often reviewed for
nutrition-related medical problems. .

The General Accounting Office reported in 1979 that State-by-
State variations existed in determining “nutritional risk,” and thus
in determining eligibility for participation, “The Special Supple-
mznital Food Program for Women, Infants, and Children—How Can
It Work Better?”, February 27, 1979. GAO concluded that vari-
ations in certification criteria could result in eligibility becoming
more a condition of geographic residence rather than actual health
conditions because an ineligible applicant in one State could have a
more severe health condition than an eligible applicant in another
State. No national definition of nutritional risk has been imple-
mented. ,

Subject to Federal income limits, income eligibility standards for
SSFP participation are established by State and local agencies
which administer the prograr:. Under Federal law, the maximum
income eligibility criteria an agency may set is 185 percent of the
poverty guidelines as established by the Office of Management and
Budget. Currently, for a family of four, that income amount is
$17,210. This income limitation corresponds to the school lunch,
school breakfast, and child care food program—centers—limits for
reduced-price meal eligibility. Additionally, agencies may not set
income eligibility lower than 100 percent of the poverty guidelines.
In order to be eligible, the applicant must meet the other nonin-
come related requirements of the program as well. The most
common State income eligibility standard is the federally allowed
maximum of 185 percent of poverty, although some States have
lower limits. The following States are among those with lower
income standards for fiscal year 1983:

Percent of poverty States

| . ... Tennessee, N:zotana, Missouri.

172... Maine.

135... California.

1300 e, Arkansas, lowa, Alabama, Mississippi, South Dakota.

Washington.
Wes! Virginia.
... Puerto Rico.

150 {minus 3960 deduction) ..
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USDA does not require States to submit data indicating family
income for participants of the program. However, North Carolina
completed an independent income survey in March 1982 indicating
that 64.47 percent of participants were from families with incomes
at or below 100 percent of poverty. Approximately 13 percent of
North Carolina participants had incomes 150 percent of poverty or
greater.

USDA regulations have created a priority system for States to
use in approving new applications when a vacancy occurs in a pro- -
gram which has reached its maximum participation.

First priority individuals are pregnant women, breastfeeding
women, and infants determined to be at nutritional risk by a blood
test or some other docuriented medical condition. The second
priority is infants, up to 6 months, whose mothers participated in
the SSFP during pregnancy or whose mothers did not _participate
during pregnancy, but were at a nutritional risk. Third, ‘children at
nutritional risk as demonstrated by a blood test or other document-
ed medical conditicn. Fourth, pregnant or breastfeeding women
and infants at nutritional risk because of an inadequate dietary
pattern. This determination must be made by a person qualified to
make such an assessment, such as a doctor or a nurse. The fifth
priority is children with an inadequate dietary pattern. Finally, the
silxth priority is nonbreastfeeding post partum women at nutrition-
al risk.

No national data is collected on the distribution of participants
among the six priority categories.

As a vacancy occurs in a particular area, the local agency re-
views applications according to this priority system.

Foods available through the program must contain nutrients de-
termined by nutritional research to be lacking in the diets of the
program’s participants. Specific foods targeted for consumption are
milk, cheese, eggs, infant formula, cereals, beans, peanut butter,
and fruit or vegetable juices.

USDA issues regulations that establish food packages reflecting
the different health and nutritional needs of the individual partici-
pants. These packages provide supplemental foods to assist partici-
pants in obtaining an adequate diet. The foods do not provide a
comnplete diet; however, they provide good sources of nutrients lack-
ing in the diets of the target population. Currently, there are pack-
ages to provide food for six categories of participants: (1) Infants
from birth through 3 months; (2) infants from 4 through 12
months; (3) women and children with special dietary needs; (4) chil-
dren 1-5 years of age; (5) pregnant and breastfeeding women; and
(6) nonbreastfeeding post partum women. The local SSFP health
professional is responsible for tailoring the food packages for indi-
vidual participants’ need by varying the precise types and quanti-
ties of food provided. The following ciiart indicates the food compo-
nents of each of the six packages.
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FOOD PACKAGES

Food compenent Substitute food component Amount per month

Food package !—Infants C through 3 months:
Formula: Concentrated liquid formula........ Equivalent portions of powdered formula or 6.3 gallons.
ready-to-feed formufa.
Food package ll—Infants 4 through 12 months:
Formula: Concentrated liquid formula........... Equivalent portions of powdered formula
Ready-lo-feed formula infant cereal
Juice: Infant juice

. Equivalent portions of frozen COn.Eé.r;.lraled |u1cen 1.0 gailons.
or single strength juice.

Food package Ill—Children/women with special
dietary needs:
Formula: Concentrated liquid formula........... Equivalent portions of powrered formula or 7.2 gallons.
’ - ready-to feea-formula.
Cereal (hot or cold) .
Juice:  Frozen concentrated OF SIABIE i
strength. N
Food package W—Children 1 to 5 years:
Milk: Fluid whole. skim or lowfat miik........ Eouivalent portions of cultured buttermilk, evap- & gallons.
orated whole or skim milk, dry whole milk,
nonfat o lowfat dry milk, or cheese.
. Equivalent portions of dried egg MiX..........occren.. 2 or 2% dozen.

... 36 oz, dry.
.. 2.25 gallons.

Eggs: Fresh eggs

Cereal (hot or cold) ... . . 2.25 1bs, dry.
Juice: Frozen concentrated... .. Equivalent portions of single strength... ... 4.5 gallons.
Legumes: Dry beans or peas..... .. Peanut BUlter ... . Tor 1125 Ibs.

food package V—Pregnant and breastfeeding
women:
Milk: Fluid whole, skim or lowfat milk......... Equivalent portions of cultured buttermilk, evap- 7 gallons.
orated whole or skim milk, dry whole milk,
nonfat or fowfat dry milk or cheese.

EQES: FIESh BBES vromrmsvssssrs s EQUIVAIENL portions of dried egg Mix.... o 207 22 dozen.
Cereal {hot or cold) ... 2.25 lbs., dry.
Juice: Frozen concentrated ... Equivalent portions of single strength ................ 4.45 gallons.
Legumes: Dry beans o peas.... B T T N 1or 1.125 ibs.
Food package VI—Nonbreastfeeding postpartum
women:

Milk: Fluid whole, skim. or lowfat milk........ Equivalent portions of cultured buttarmilk, evap- 6 gallons.
orated whole or skim milk, dry whole milk,
nonfat or fowfat dry milk, or cheese.
Eggs: Fresh eggs.... . Equivalent portions of dried egg Mix................... 2 0 2% dozen.
Cereal (hot or cold) 2.25 lbs, dry.
Juice: Frozen concentrated ....oovvveeseeverrssvoens Equivalent portions of single strength .............. 3 gallons.

Source: Food and Nutrition Service, U.S. Department of Agriculture.

USDA regulations establish a minimum iron content for cereals
eligible to be purchased at 45 percent of the U.S. recommended
daily allowances for iron. Regulations also limit the amount of
sugar allowed in cereals purchased under the program to 6 grams
per cunce of dry cereal.

State and local agencies use three general types of delivery sys-
tems for operation of the program. Approximately 83 percent of
participants purchase specified food items from retail stores with
vouchers or checks, others receive food by home delivery, approxi-
mately 9 percent, or they may pick up the food from a distribution
center, approximately 3 percent.

The method of providing food used most widely by States is the
voucher, or coupon, system. These vouchers are presented, much
like food stamps, at retail food stores, but unlike food stamps may
be used only for the specified foods previously listed.
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A September 1982 report by the Office of Inspector General rec-
ommends that the direct purchase of infant formula {rom manufac-
turers and home delivery to program participants would help to
lower infant formula costs for SSFP.

OIG estimated that $206 million of the $738 million food budget,
or 28 percent of the total food budget for fiscal year 1982, would be
spent for infant formula, the largest single food item purchased
under the program. OIG indicated that about 95 percent of all
infant formula purchases are from retail stores with participants
using the voucher system. The remaining 5 percent of infant for-
mula is provided to recipients through home deii: vy in Maryland
and Vermont and bulk delivery in Mississippi.

OIG found that the costs of formula purchased by recipients at
the local retail level with food vouchers is between 95 cents and
$1.10 per 13-ounce can. However, direct purchase of formula for use
in the CSFP by the Department of Agriculture cost about 42 cents
per can in July 1982. The savings from direct purchase by USDA,
according to the OIG, would be 53 to 68 cents per can compared to
retail prices.

According to OIG:

At a cost of 42 cents per can, annual savings of between $193 and $248 per infant
are obtainable. Our best estimate of savings to the WIC program if a nationwide
direct purchase and delivery system were implemented, is about $111 million annu-

ally; or, in terms of program expansion, we estimate that 355,000 additional WIC
recipients, a 16-percent increase, could be added on an annual basis.

OIG recommended that, inasmuch as USDA and individual
States have existing authority to make such direct purchases:

FNS. in conjunction with States, immediately develop the necessary expertise and
procedures to implement a nationwide direct purchase and distribution system for
infant formula. “Direct Purchase and Distribution of Infant Formula under the Spe-
cial Supplemental Food Programs for Women, Infants and Children (WIC)”, Septem-
ber 30, 1982. .

(Note: The Food and Nutrition Service has questioned a number
of the findings of the OIG report, and is currently engaged in dis-
cussions with OIG on the subject. Among the points of discussion
are whether: the direct delivery systems surveyed by the OIG are
representative of the nation; it is feasible to have direct distribu-
tion in all locations especially rural areas; one distribution system
for infant formula and another for all other food items is advisable
or cost-efficient, and whether the per ounce savings calculated by
the OIG could be obtained. FNS continues to permit States to es-
tablish direct distribution systems and work with States in setting
up such systems.)

Amendments to the program in 1975 required that 20 percent of
total funds appropriated annually for the special supplemental food
program be made available for State and local administrative ex-
penses. Administrative costs are defined by law to include, but are
not limited to, all costs for certifying an applicant’s eligibility for
the program, food delivery costs, nutrition education, outreach for
new applicants, and startup costs for new programs. In fiscal year
1982, approximately $193 million of appropriated funds out of total
program costs of $957.5 million were spent for administration of
the program.

2
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The 20-percent figure represents a national amount set aside for
administrative purposes. Individual States and agencies, primarily
Indian tribes, receive varying amounts. The foliowing table out-
lines administrative expenses relative to benefits issued in the
State agencies:

Administrative grant to total grant

State agency - Percent
Northeast:
Connecticut :...ocoeeverrerieennnn, . 1995

Maine........ 23.06
Massachushetts. e 20.33
New HampsShire ... i s s ssensnsesssssmessssestesesssessssssses 23.84
New York............ e 19.25
Rhode Island... e 27.68
Vermont .......... e 27.28
Indian Tew... 67.82
P. Point......... 42.95
Penobscot ........ ... 5858
SeNECA NALIOM ..ottt ettt ses bbb sesessasstesstsstesnseses 36.05
SUDBLOLAL ..ttt s r s et sraeassesssbonsbeasesness e resenes 20.56
Mid-Atlantic:
DEIAWATE .ottt bbb ssre st se s bst s e st aestasesasssaseseesssans 24.35
Maryland......c . 20.98
NEW JEISEY . cvvviinrictrvrinnrserireissnsesmnaesssissoss srsssssassssosssssssssscsssesssesssnsesssessssesessssssees 20.75
Pennsylvania .. . .. 21.21
Puerto Rico..... 12.09
Virginia............ 18.70
Virgin Islands. .. 2381
WeESt VIFZINIA coevvvviiesiereere vt et sesesessses s tesssbessnaseseasesssenssaseesas e 21.85
District of Colu ettt e e e e re ettt e e b e b b e srateberente 28.31
SUDBLOtAL vttt bbbttt es e pereaees 19.34
Southeast: )
ALADAMA ittt be st s et sn s st eta s raneseraeeeans 20.75
Florida...... 20.02
Georgia .. 18.82
Kentucky..ooov v veseesenne 19.92
Mississippi....... 24.95
North Carolina.....oeeeeeicieereoneenn, 18.86
South Carolina... . 19,01
Tennessee......... ... 2128
Seminoles..... .. 38.65
IMICCOSUKE...evrvirieereienr ittt netes eeestssscs e e eases b sesesesasesassesasssssssssssesesssssraes 49.88
Choctaw M... . . 27.18
E CheroKee.......ocuvviiviiinnriirneersssinsscsesessetss osesesessesesssanen 26.95
SUDLOLAL v e ere sttt e er e nas 20.22
Southwest:
ATRANSAS oucvvtriieriirieninerrissnissessstsis siesessss sessssssesttosssssssensssnsssmsssssesssssssessssnesesses 19.81
Louisiana.. e 2095
New Mexico. . 21,44
Oklahoma..... e 20,22
Texas...... ... 18.66
Acoma.. 23.96
Bn Pueblo....eiiinccene - 26.81
Isleta Pu... . 33.99
Santo Dom ... 34.20
S Sandoval ... e 28.08
San Felipe.... 30.99
WCD........... ... 26.85
CROCLAW ..ottt s st s bbb eaeess b estsba s saessssstsesssstsineesssonns 27.72
Cherokee ... . 21.36
Chickasaw. vrevenes 26,87
TOMKBWA c.cocietreriierei sttt secssesssesseesacesesenessesssaesessscsnssssessess .. 30.88
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Administrative grant to total grant—Continued

State agency Percent
Potawatom... 26.38
Zuni.......... e 34.76

Subtotal .........
Midwest:
Illinois.......
Indiana
Michigan ........
Minnesota ..

Subtotal .....iiiveneerinrseseers s
Mountain Plains:
Colorado .....ccvvvevieieeeeeeee s

Kansas........cvvivivveesnnnn.

Shoshone Arapoho€........ceveeeerevrovervosoooe,
Ute Mountain
Winnebago.......
Cheyenne...........covrevneveerorenes
Rosebud.....

St. Rock....
Ft. Berth...
Wyoming

SUbtotal ....veveeiiviiveeeeeniees e
Western:

Washington
Iten .,

PARTICIPATION AND COSTS

In fiscal year 1982, an average of 2.2 million women, infants, and
children participated in the special supplemental food program.
Approximately 21.8 percent of the participants were women, 28.5
were infants up to age 1, and the remaining 49.7 percent of the
participants were children between the ages of 1 and 5 years; 1982
participation is up from 344,100 in fiscal year 1975, the first full
year of the program’s operation. 3

The following chart illustrates the growth of program participa-
tion from 1974 and 1982:

;74
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SSFP PROGRAM PARTICIPATION, 197482

Percentage of

Average monthly . f
Fiscal year partglcipalion Women Infants Children paf::lc]:jp'ae{nlng

1974......cos ettt 87,700 17,100 26,300 44,300 50
1975... . 344,100 55,000 103,100 186,000 54
1976 . 520,200 81,100 147,700 291,400 56
Transition QUarter...............ovevveeeercissiesenens 623,900 108,400 183,200 . 362,300 58
1977 848,300 165,200 212,800 470,300 55
1978 . 1,180,100 319,700 308,700 632,400 53
1979 . 1,480,600 311,400 389,700 779,500 52
1980 . 1,985,100 398,000 512,200 984,900 49
1981 oot 2,117,800 445,300 584,900 1,208,000 51
1982.. 2,187,700 447,400 622,700 1,087,700 50

Source: Food and Nutntion Service, U.S. Department of Agriculture.

The special supplemental food program cost $957.5 million for
fiscal year 1982. The following chart illustrates funding for the pro-
gram from 1974-82:

SSFP PROGRAM FUNDING, 1974-82

Average monthly cost per participant

. Program level
Fscal yeat (millions) Food package Administrative
1974 — $10.4 $15.68 $4.10
1975 ) 89.3 18.58 3.04
1976 158.5 22.05 2.86
Transition quarter . . . 484 22.40 348
1977..... 256.5 20.86 433
1978.... 385.7 22.43 481
L1979 . et tm s s bt e 521.3 24.19 5.49
1980 7123 25.44 546
981t smss s s s s sarteen 887.6 27.86 1.14
1982 958.7 29.22 1.25

Source: Food and Nutrition Service, U.S. Department of Agriculture.
The following table outlines participation and costs for States
during fiscal year 1982: '

SPECIAL SUPPLEMENTAL FOOD PROGRAM (WIC)—FISCAL YEAR 1982

{Dotars in thousands)

Number of
pm"ﬁ:g Women Infants Children Total Program costs
benefits
Aiabama 109 7471 17,932 24,857 49,860 $19,726
Alaska 16 532 484 944 1,960 1,441
Atizona . 197 10,094 9,641 . 14,184 33,919 17,105
ATKANSAS cocoorevv et eie s 95 4,719 6,744 9,595 21,088 10,965
California 461 56,067 52,022 55,207 163,296 80,669
Colorado 10 5,579 4,324 12,059 21,962 9,614
[0 T U 89 5,903 8,032 24,627 38,562 16,943
Delaware....... . 21 1,044 1,363 2,343 4,750 1,995
District of Columbia... 14 2,137 2,080 2,680 6,897 2,744
Florida 262 15,766 22,174 29,308 67,848 29,707
Georgia 249 14,058 20,612 30617 65,287 30,102
Hawaii 108 922 923 1,655 3,500 2,333
(11711 F 56 2,047 2,390 5,193 9,630 4,767
g
{
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SPECIAL SUPPLEMENTAL FOOD PROGRAM (WIC) —FISCAL YEAR 1982—Continued

[Doltars in thousands)

Number of

prcolc:clicl:g Women Inlants Children Total Program costs

benefits
llinois 164 15,979 21,016 31,239 74,234 34,333
Indiana. 60 1,959 9,680 19,379 37,018 14,762
lowa.... 248 5371 5,972 17,160 28,103 10,011
Kansas 76 3122 3,904 9,511 16,537 7,194
Kentucky ....... 182 8,901 14,143 22,573 45,617 22,522
Louisiana....... 108 14,438 17,521 30,067 62,026 29,707
Maine.... . 84 2,776 3312 7433 13,521 5
Maryland ..o oo 269 8,699 12,226 21,718 42,643 151. 0
Massachusetls... 81 1612 10,153 16,894 34,659 15,213
Michigan ....... 236 14,821 19,805 36,918 71,544 32,969
Minnesota 240 6,780 7,935 24,079 38,794 16,022
Mississippi 133 9,379 21,085 39,181 69,645 22,885
Missouri 121 13,172 14,516 21,980 49,668 21,612
Montana 67 2,182 2,908 5,866 10,956 4,475
Nebraska ....o..vveeeeenenen. 127 2,367 3,765 5973 12,103 4,853
Nevada 39 2,522 2,650 6,097 11,269 4,903
New Hampshire.........c...cooceveeenne. 85 1,927 2,179 6,261 10,367 4,515
New Jersey .... 194 8,720 11,223 26,833 46,776 19,604
New Mexico .. 86 5124 4,902 4,350 14,376 1,213
New York....... 272 38379 51,889 93,787 . 184,055 81,307
North Carolina.... 199 12,681 23,933 44,5558 81,169 36,177
North Dakota 52 1,897 2,293 6,672 10,867 4,568
Ohio ....... 266 18,232 25,967 48,111 91,910 36,848
Oklahoma 129 9,653 11,787 17,524 38,934 18,727
QOregon .. 117 8,792 5,983 8,103 22,878 10,624
Pennsylvania 337 20,056 25,021 54,139 99,216 34,754
Puerlo Rico.... 97 6,228 9.820 32,225 48,173 24.108
Rhode Istand .. 21 2,342 2,976 6,894 11,812 5,182
South Carolina 157 10,905 17,092 28,891 56,888 25,583
South Dakota 85 1,985 1,954 4,968 8,877 4,084
Tennessee. 127 9,309 15,909 20,048 45,266 25,166
Texas ..... 198 28,698 38,161 57,566 124425 54,533
Utah........ 38 3287 3,380 5,860 12,497 5,637
Vermont 76 3073 2972 9,544 15,589 6,363
VITGINIA........ooeeoeoeeeocce e 171 11,284 14,113 21,100 52,467 21,165
Virgin !slands.. 12 1,207 1,258 2,138 4,603 2,213
Washington 82 1738 7,589 12,809 28,136 12,543
West Virginia .. 55 3458 4,445 13,120 21,023 9,451
Wisconsin 174 8,836 13,072 23,792 45,700 19,229
Wyoming 25 1331 1,120 3,185 5,636 2,799
AGIUSIEALS ..ttt e st et et st et ssese e s — 58,945

Total 1,037 1477471 1623225 11,087,812 2,188,508 903,162

1 Average monthty.

LEGISLATIVE HISTORY

The special supplemental food program had its beginnings in
what is now the commodity supplemental food program which pro-
vides direct distribution of Government-purchased commodities to
low income, nutritionally at risk pregnant women, new mothers,
and infants and children age 5 and under. USDA announced plans
to initiate a special program for women, infants, and children and
Congress appropriated funds for these purchases beginning in 1968.
This program was the supplemental food program, later known as
the commodity supplemental food program. The commodity supple-

%
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mental food program continues to operate, although its participa-
tion has dropped since the initiation of the special supplemental
food program in fiscal year 1974.

Amendments to the Child Nutrition Act of 1966, in 1972, Public
Law 92-433, authorized the special supplemental food program for
a 2-year period. Federal funds were made available to State health
departments and similar agencies. The State agencies then distrib-
uted the funds to local health clinics or other facilities for imple-
mentation of the program.

The first authorization levels for the program were set at $20
million each for fiscal years 1973 and 1974. Funding for the pro-
gram was provided from funds appropriated under section 32 of the
act of August 24, 1935. Such funds are available for agricultural
product surplus removal, encouragement of domestic food consump-
tion, and assistance in the food-related needs of low-income per-
sons. Up to 10 percent of the total Federal funds were available for
administrative expenses.

Administration of the special supplemental food program was
placed with the Food and Nutrition Service [FNS] of USDA. FNS
began designing the program in March of 1973. The first regula-
tions for the program were issued 3 months later in July 1973.

While FNS was studying possibilities for the future operation of
the program, a class action suit, Dotson v. Butz, C.A. No. 1210-73
(D.D.C. August 3, 1973), was filed against USDA demanding that
appropriated funds for the special supplemental food program be
spent. In August 1973, the U.S. District Court for the District of Co-
lumbia ordered USDA to begin processing and approving applica-
tions for the special supplemental food program until the. author-
ized $40 million had been spent or until the end of fiscal year 1974,
whichever came first. Responding to the court order, USDA ap-
proved 216 projects within a 4-month period. )

Legislation was passed in November 1973, Public Law 93-150, ex-
tending the program through fiscal year 1975. The authorization
level was set at $40 million for fiscal year 1975, the first full year
of operations, and subsequently raised to $100 million in June 1974
by Public Law 93-326. '

In May 1975, the program was temporarily extended through
September 30, 1975, Public Law 94-28, to correspond to the Govern-
ment-wide changing of the Federal fiscal year period. On October 7,
1975, the special supplemental food program was extended through
fiscal year 1978, Public Law 94-105. Funds were authorized at $250
million per year for each of fiscal years 1976, 1977, and 1978. Funds
available for administrative costs were also expanded from 10 per-
cent of appropriated funds to 20 percent. A definition was added to
specify that administrative costs could include referral, operation,
monitoring, nutrition education, general administration, startup,
and clinic costs. These changes were in response to problems which
local agencies said they were having in financing staff salaries and
printing costs of food vouchers; administrative costs previously had
been defined by regulation, and had not included nutrition educa-
tion or startup costs. The 20-percent figure for administrative fund-
ing was to be available for each State, rather than nationally.

The 1975 amendments also raised the upper age limitation for
participation by children from up to age 4 to up to age 5.
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In 1976, another class action suit Durham v. Butz, C.A. No. 76-
0358 (D.D.C. June 22, 1976), was filed against USDA. The complaint
alleged that USDA had not spent all the funds available for the
special supplemental food program in fiscal years 1974, 1975, and
1976. On June 23, 1976, the U.S. District Court for the District of
Columbia ordered that USDA had to spend $687.5 million on the
special supplemental food program by the end of fiscal year 1978.

The 1978 amendments to the Child Nutrition Act of 1966 ex-
tended the special supplemental food program through fiscal year
1982 and escalated the authorization level for the program, Public
Law 95-627. Authorizations for fiscal years 1979 and 1980 were
$550 million and $800 million, respectively. These authorizations
were required by law to be appropriated. For fiscal years 1981 and
1982, authorization levels were set at $900 million and $950 mil-
lion, respectively. Note: In order to avoid a threatened veto of the
1978 amendments by the Carter administration, Congress agreed to
reduce and subsequently did reduce the 1980 authorization level
from $800 million to $750 million, Public Law 96-108.]

Substantive changes were also made in the program in 1978.
Income eligibility for participation in the special supplemental food
program was required to be set by the Secretary of Agriculture, but
could not be se. at a level higher than the eligibility level for re-
duced price school lunches under the National School Lunch Act.
At the time this change was made, reduced price lunch eligibility
was set at 195 gercent of income poverty guidelines prescribed by
the Office of Management and Budget. Prior to this change, eligi-
bility was set by USDA regulations as the same income eligibility
level set by local programs and/or States for free or reduced price
health care. This varied by State and usually ranged between 100
percent and 200 percent of the poverty guidelines.

The 1978 amendments defined “nutritional risk” and specifically
allowed the special supplemental food program and the commodity
supplemental food program to operate in the same areas. However,
the Secretary of Agriculture was required to issue regulations pre-
venting simultaneous participation in both programs.

The 1978 amendments required a specified amount in nutrition
education efforts with program participants. The amendments
mandated that not less than one-sixth of the funds provided for ad-
ministrative costs be used for nutrition education activities—in-
cluding training for persons providing nutrition education to par-
ticipants and nutrition education materials and instruction in non-
English languages. o

The 1978 amendments changed the procedures for the allocation
of administrative funding. Between 1975 and 1978, each State was
to have up to 20 -percent of funding available for administrative
funding. The 1978 amendments changed the formula to provide .
that 20 percent of the national program was to be made available
for administrative funding nationally rather than having a percent
allocated to each State. Individual States and agencies (primarily
Indian tribes) can now receive varying percentages although the
national total may not exceed 20 percent. The Secretary of Agricul-
ture is responsible to design a formula to determine individual
State allotments since the 1978 amendments. '

/8
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The 1978 amendments mandated outreach efforts for the pro-
gram. State agencies were required to publicize program benefits,
eligibility requirements, and location of local agencies operating
the programs, at least once a year. Agencies were also required to
distribute special supplemental food program information to offices
and organizations dealing with significant numbers of potentially
eligible persons. In addition, applications from local agencies for
participation in the program were required to be processed by the
State agency within 30 days of request, and applications by individ-
uals were required to be processed by local agencies within 20 days.

Finally, the Secretary of Agriculture was directed to issue regu-
lations on what types of food would be available under the special
supplemental food program, with special instructions on what
maximum levels of fat, sugar, and salt content would be appropri-
ate.

In the Omnibus Reconciliation Act of 1980, Public Law 96-499,
Congress extended the program through fiscal year 1984, and es-
tablished authorization levels at “such sums as may be necessary,”
transferring decisions on the maximum ceiling on expenditures
from the authorizing committees—Senate Committee on Agricul-
ture, Nutrition, and Forestry, and the House Committee on Educa-
tion and Labor—to the Appropriations Committees.

In 1981, the Omnibus Budget Reconciliation Act of 1981, Public
Law 97-35, changed the maximum income eligibility standards for
reduced price school lunches from 195 percent of the Office of Man-
agement and Budget poverty guidelines to 185 percent. This change
also affected the maximum income eligibility standard set for the
special supplemental food programs which is set at the same level
as the reduced price school lunch eligibility level.

The Omnibus Budget Reconciliation Act of 1981 reinstituted ceil-
ings on authorizations for the program—set at $1.017 billion for
fiscal year 1982, $1.06 billion for fiscal year 1983 and $1.126 billion
for fiscal year 1984.

For fiscal year 1983, the Reagan administration submitted in
early 1982 a proposal to combine funding for both the existing
SSFP and the CSFP with an existing block grant—within the De.
gar%n;lent of Health and Human Services—for maternal and child

ealth.

The administration proposed that funding for the new, consoli-
dated block grant be $1 billion, a reduction of $356 million—or
roughly 26 percent from what the programs cost individually in
fiscal year 1982.

Under the administration’s proposal, States would be permitted
to spend their funds for the broad purpose of improving maternal
and child health without any specific directive as to how much
should be allocated for health services or nutrition.

The SSFP and CSFP, ad:ninistered by USDA, would be eliminat-
ed and the revised block grant—entitled services for women, in-
fants, and children—would be federally administered by the De-
partment of Health and Human Services. The proposal was not
adopted.
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CoMMoDITY SUPPLEMENTAL FoOD PROGRAM

The commodity supplemental food program [CSFP] is designed to
aid individuals determined to be likely to suffer from malnutrition
because of low income and poor health conditions. The primary
purpose of the commodity supplemental food program fs to provide
USDA commodities, at no cost, to supplement the diets of low-
income pregnant, post partum and breastfeeding women as well as
infants and children up to age 6. In fiscal year 1982, two pilot proj-
ects servicing low-income elderly were initiated as outgrowths of
CSFP. Assistance provided through the program is food purchased
by USDA and issued to the participants.

The Department of Agriculture initially established CSFP by ad-
ministrative regulations on January 18, 1969. Funding for the pro-
gram is authorized through fiscal year 1985 by 1981 amendments
to the Agriculture and Consumer Protection Act of 1973, Public
Law 97—9%

In fiscal year 1982, a monthly average of 126,000 individuals par-
ticipated in the program at an estimated annual cost of $26 mil-
lion, not including bonus commodities.

Unlike the special supplemental food program for women, in-
fants, and children, which operates primarily through a voucher
system, participants in CSFP receive actual food commodities.

Commodities are distributed by USDA to State agencies and in
turn, by State agencies to local agencies. At the State level, the
agency usually involved in the program is the State health, human
services, or education department. At the local level, the program
usually operates through a public or private nonprofit health or
human service agency.

The commodities are purchased by USDA according to quarterly
estimates submitted to USDA by State agencies. USDA reviews
these estimates and then forwards them to either the Agriculture
Stabilization and Conservation Service [ASCS] for purchases of
dairy, grain, peanut, and oil products, or to the Agriculture Mar-
keting Service [AMS] for purchases of meat, poultry, fruit, and
vegetables.

Before a State receives commodities, it must submit a State plan
to USDA for approval. The plan must detail how the State will op-
erate the program and include information on names and address-
es of local agencies which plan to participate, income criteria and
nutritional risk criteria, if any, the State will use to determine eli-
gibility, plans for distribution, storage of the food commodities, and
State plans for monitoring local agencies.

The State plan must include a method for detecting dual partici-
pation by individuals in both the commodity supplemente: food
program and the special supplemental food program for women, in-
fants, and children. The two programs may operate in the same
area, but an individual may not participate in both programs.

3

80

. ~



74

An example of a dual detection system is the District of Colum-
bia’s master certification file. The master file lists the participants
in each program. A copy of the file is made available to all special
supplemental and commodity supplemental food program local
clinic sites. The commodity supplemental food program certifica-
tion file is distributed at 2-month intervals to the special supple-
mental food program sites, and vice versa. Prior to completing an
applicant’s process, the master file is checked to ascertain if the ap-
plicant is currently enrolled in either program.

A local agency is required to apply to its administrating State
agency before it may participate in the program. The local agency
must supply information sufficient for the State agency to deter-
mine whether the local agency is eligible to participate.

In making this determination in an area already served by a
commodity supplemental food program or the special supplemental
food program, the State agency must determine that a new local
commodity supplemental food program is necessary to serve the
full extent of need in that area.

For fiscal year 1981, at the 24 local sites operating a commodity
supplemental food program, 14 of the areas also operated a special
supplemental food program. These areas were San Francisco, Calif;
New Orleans, La.; Washington, D.C.; Detroit, Mich.; Halifax, N.C;
Memphis, Tenn.; Louisville, Ky.; Weakley, Tenn.; and Buffalo
County, Douglas County, Lancaster County, Scottsbluff County,
Sherman County, and Thruston County, Nebr.

ELIGIBLITY

Eligibility requirements for the program are established by
USDA regulations. A participant must be an infant, a child—de-
fined in the regulations to be up to age 6—or a pregnant, post
partum, or breastfeeding woman.

Income eligibility criteria is defined in the Federal regulations as
eligibility for benefits under Federal, State, or local food, health, or
welfare programs. Most States have set 185 percent of poverty as
the income eligibility requirement for participation.

Nutritional risk requirements are discretionary with each State.
Of the 12 States that operate a commodity supplemental food pro-
gram, 5 require a nutritional risk determination. In most of these
States, a health official makes the determination using a blood test
and weight and height measurements—or weight and length meas-
urements for infants.

BENEFITS

Participants in the program receive food benefits once a month—
or in some cases, once every 2 months. USDA guidelines establish
food packages for each category of participants. There are five food
packages available which include infant formula, rice cereal,
canned juice, milk, canned, meat or poultry, egg mix, dehydrated
potatoes, peanut butter, or dry beans.

The following chart illustrates the contents of each food package:
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USDA HAS ESTABLISHED FIVE FOOD PACKAGES FOR RECIPIENTS—FACH PACKAGE IS GEARED TO
MEET THE NUTRITIONAL NEEDS OF ITS TARGET GROUP

Food package Food type Quantity

1. Infants 0 to 3 months [T 17 R ———— /31/13 oz. cans.

2. Infants 4 to 12 months Infant formula .. 31/13 oz cans.
Infant cereal........ 2/16 oz. packages.

J TR : 2/46 oz. cans.
3. Children 1 to 6 e, EVOPOTALed L] — o 5/13 02, C2NS.
nstant nonfat dry milk .. 2/02 ib. packages.
Dehydrated potatoes......... . 1/16 02. Dackage.
Farina 2/14 oz. packages.
Egg mix 2/06 oz. packages.
Peanut butter or dry beans.. 1 Ib. jar or bag.

Canned meat or poultry........ ... 1/29 oz. can.
Canned vegetables or caiined fruit.......... 4/16 oz. cans.
Juice 5/46 o0z cans.
4, Pregnant of breastieeding WOMEN .......cevvsmmmmssmssssvsses Evaporated MilK......cooo 10/13 oz. cans.

Instant nonfat dry milk ... 2/02 |b. packages.
Dehydrated POtAtoRS ..wveemmsrsennes ... 1/16 oz. package.
Farina 2/14 oz. packages.
Egg Mix......... ... 2/C6 oz. packages.

Peanut butter urdrybeans 1 Ib. jar or bag.

Canned meat or poultry.......... . 1/29 0z can.
Canned vegetables or canned fruit........... 7/16 oz cans.
Juice 5/46 oz. cans.

5. Nonbreastfeeding, post Partum WOMEN.........ueesissmsssssssss Evaporated milk......c.coee 3/13 oz. cans.
Instant nonfat dry milk .. ... 2/02 Ib. packages.

Farina 2/14 oz. packages.
Egg mix 2/06 oz. packages.
Peanut butter or cry beans..... .. 11b. jar or bag.
Canned meat of POUNEY..ueuuneens . 1/29 oz. can.
Canned vegetables or canned poultry........ 4/16 oz. cans.
Juice 3/46 oz. cans.

Source: Food and Nulrition Service. U.S Department of Agriculture.

ADMINISTRATIVE COSTS

Funds are appropriated for State and local costs associated with
the administration of the program in an amount not to exceed 15
percent of the amount appropriated to provide commodities to
State agencies. A<ministrative costs include, but are not limited to,
expenses for information and referral, operation, monitoring, nutri-
tion education, startup costs, and general administration, including
staff, warehouse and transportation personnel, insurance, and ad-
ministration of the State or local office. The largest cost associated
with administration of the program is food distribution—warehous-
ing and distribution of commodities. In States administering the
program, food distribution costs make up approximately 50 to 80
percent of the administrative costs covered by Federal funds.

Though it is not required by law, the Department of Agriculture
views nutrition education as an important part of the commodity
supplemental food program. Local agencies are required by regula-
tion to make nutrition education available to all adult participants
and to children, where appropriate. The regulations instruct the
States to emphasize the relationship of proper nutrition to good
health, and to encourage a positive change in food habits.
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PARTICIPATION

Total participatior in the commodity supplemental food program
has declined from ite avierage monthly peak of 202,000 in fiscal
year 1971 to 126,000 per month in fiscal year 1982. The program
has declined Primarily t:cause of the growth of the special supple-
mental food program. Though both Prograrus may operate in the
same area. individuals are not allowed tg participate in both. In
fiscal year 1982, CSFP operated in 12 States at 26 local sites, Those
States operating CSFP were: District of Columbia, one site; Colora-
do, six sites; lowa, one site; Nebraska, six sites; South Dakota, one
site; Michigan, one site; Minnesc.ta, one site; Kentucky, one site;
Tennessce, five sites; North Carolina, one site; Louisiana, cne site;
and California, one site.

Participation in CSFP is heavily concentrated in five cities—
Denver, Detroit, New Orleans, San Francisco, and Washington,
D.C. For fiscal year 1981, these areas accounted for approximately
67 percent of the entire participation in.CSFP and approximately
68 percent of the costs. Detroit represented 30 percent of the pro-
graun in that year. Fiscal year 1982 data is not yet availab;e.

LEGISLATIVE HISTORY

The commodity supplemental food pProgram was created by
USDA in 1969 and was entitled the “supplemental food program’’
[SFFj. The program was established by USDA rzgulations which
amended the existing regulations governing the operation of the
commodity distribution program. The supplemental food program
was established to distribute commodities to low income pregnant
and post partum women, infants, and children.

The legal basis for the creation of the program in 1969 was the
act of August 24, 1935, the same as the legal authority for the com.
modity distribution program. The 1935 act apprepriated section 32
funds for the Secretary of Agriculture’s use in purchasing or i
verting commodities to low-income groups. The act did nof define
or establish any particular food program.

By regulation, the group of individuals targeted for program
benefits is low-income groups, vulnerzble to malnutrition. This
group was defined by regulation as infants, preschool children, and
women during and up to 12 months after pregnancy. '

Income eligibility for participation was also established by regu-
lation. Individuals in the target group are eligible for supplemental
foed program benefits under Federal, State, or local laws,

The first regulations also stated that food benefits under the sup-
plemental food program were available in any area, whether or not
a food stamp program operated in the same area, and to any eligi-
ble person, whether or not that person was participating in the
food stamp program.

During its first fiscal year of operation, fiscal year 1970, the sup-
plemental food program served approximately 142,000 participants
per month in approximately 260 projects.

The Agriculture -and Consumer Protection Act of 1973, Public
Law 93-347, authorized the Secretary to use section 32 and Com-
modity Credit Corporation funds to purchase agricultural commod-
ities to maintain distribution to domestic food assistance Programs,

§3 .
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inciucing the supplemental food program through July 1, 1974.
This authorization was amended in 1974, extending the authoriza-
tion to 1977 and requiring the use of appropriated funds for fiscal
years 1976 and 1977, Public Law 93-347.

The Fond and ‘g iculture Act of 1977, Public Law 95-113,

amendi. \gricu:ture and Consumer Protection Act of 1973,
made t egislative reference to supplemental food program.
These - " nts authorized the Secretary to use-general Treas-
ury fu:r the purchase and distribution of commodities to

maintain Lne traditional level of assistance provided by the various
feeding programs. The legislation enumerated some of the pro-
grams through which Congress intended the Secretary to make
commodity distributions, such as institutions, supplemental feeding
programs, and summer camps for children.

These amendments made two specific changes in the program;
the program’s name was changed from the supplemental food pro-
gram to the commodity supplemental food program, and the Secre-
tary was instructed for the first time to reimburse State and local
agencies for administrative ccsts in connection with the program.
The amount of funds available for administrative costs could not
exceed 15 percent of the total value of the commodities made avail-
able to the State or local agency for that particular year. Congress
defined administrative costs to include expenses for information
and referral, operation, monitoring, nutrition education, startup
costs, and general administration, including staff, warehouse and
transportation personnel, insurance, and administration of the
State or local office. :

In fiscal year 1978, the appropriation for administrative costs of
the program was approximately $2.5 million.

The next legislative change was made by the Agriculture and
Food Act of 1981, amending the Agriculture and Consumer Protec-
tion Act of 1973, Public Law 97-98. The formula for determining
administrative cost was adjusted to 15 percent of the funds appro-
priated for the purchase of commodities, rather than the value of
the commodities available to the States. This change made it possi-
ble to determine at the beginning of the fiscal year the funding
available for administrative expenditures.

The Agriculture and Food Act of 1981 also gave the Secretary
discretionary authority to establish two pilot projects directed at
low-income elderly. Where possible, the Secretary was instructed to
make home deliveries of the commodities. The projects were au-
thorized for a 2-year period only.

Pilot projects have been established in Des Moines, lowa, and De-
troit, Mich. For the first 4 months of operation, 3,250 elderly indi-
viduals have been served in both areas: 1,600 pcr month in Des
Moines and 1,650 in Detroit. Federal funding for a third project has
since been approved for New Orleans, La. .

Since July 1981, the Department has provided surplus cheese as
a bonus item to women and children participants provided free in
addition to the usual food package. The cheese is only available at
local agencies that can refrigeraie the cheese. The current rate of
distribution is 5 pounds per women or child per month. Since Sep-
tember 1981, the Department has provided nonfat dry milk already
part of the standard food packages, on a free basis so that State
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food accounts are not charged for the milk. The free provision of
surplus nonfat dry milk has lowered the food cost per participant
so that miore participants may be served. .

The f{ollowing chart illustrates average monthly participation
and annual costs for fiscal years 1969 to 1982:

PARTICIPATION COST IN THE COMMODITY SUPPLEMENTAL FOOD PROGRAM, FISCAL YEARS 1969-82

it e b
1965 40,000 $1.0
1370 147.000 18
1971.. 202,200 12.8
1972 e 192,000 ©129
1973, 164,000 133
1974. 146,000 15.1
1978 ; . 132,000 173
1976 ; . 132,000 17.2
Transition quarter... 111,000 40
1977. ... . 114,000 146
1978.... ) ) 95,000 16.0
1979 . 97,000 174
1980 102,000 21.2
1981 . 115,000 237
1982 . . 126,000 26.3

Sourze: Food ard “%utrilion Service, U.S. Department of Agricullure,



NurtritioN EbucaTioN AND TRAINING

The nutrition education and training program [NET] provides
grants to State educational agencies for romprehensive nutrition
education and training programs. Such programs are intended to
teach children about the nutritional vulue of foods and the rela-
tionship between food and health. The programs are also intended
to provide nutrition education and training for teachers and food
service personnel and to facilitate development of classroom mate-
rials and curricula.

The program was established in 1977 under Public Law 95-166 to
encourage the dissemination of nutrition information to children
participating, or eligible to participate, in the school lunch and
other child nutrition programs, while utilizing those meal pro-
grams as learning laboratories.

The program was to be coordinated at the State level with other
nutrition activities by a State nutrition education specialist who
would serve as coordinator. A grant of 50 cents for each child en-
rolled in schools or institutions within a Staté was authorized for
fiscal years 1978 and 1979, with no State receiving less than
$75,000 per year. In fiscal year 1980, an amount was authorized to
each State to be the higher of 50 cents per child or $75,000; if ap
propriations for that year were insufficient to pay the amounts to
States in excess of $75,000 base figure, then the grants to those
States were to be proportionately reduced.

By fiscal year 1980, the program was authorized a: $20 million.

The Omnibus Reconciliation Act of 1980, Public Law 96-499, re-
duced the authorization level to $15 million per year and extended -
the program through fiscal year 1984.

The Omnibus Budget Reconciliation Act of 1981, Public Lew 97-
35, further reduced the authorization for fiscal years 1984, 1982,
and 1984 to $5 million annually. The Reagan administration had
recommended the total elimination of the program iz the fiscal
year 1982 budget. Further appropriations legislation for fiscal year
1982 reduced the base figure from $75,006 to $50,007 per State,
Public Law 97-257.

In 1982, the Reagan administration again proposed what essen-
tially constituted an elimination of the NET program. This was the
effective result of a consoiidated block grant proposal which includ-
od several child nutrition programs. NET was included along with
the summer food service, child care food, school breakfast, ané spe-
cial milk programs in the programs for which the block grant
would be substituted. No funding for NET, or special milk or
summer food service, was assumed in determining the total
amount of the block grant funding. Mowever, block grant funds
could have been used for nutrition education and training. The pro-
posal was not adopted by Congress.

(79) 8 8
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STATE Avag: NISTRATIVE FIXPENSES

The State administrative expaases program [SAE] provides Fed-
eral payients to States to cover certain administrative expenses of
State agencies, primarily educutional agencies, in supervising and
giving technical assistance to schools for conducting programs
under the Child Nutrition Act of 1966 and the National School
Lunch Act.

I fiscal year 1982, the program cost $44.5 million.

The program was first authorized under the Child Nutrition Act
ol 1966. Under the original act, the funds could be used for pro-
grams under the Child Nutrition Act of 1966 as well as the school
breakfast program, the nonfood assistance program, the forerunner
of the ‘equipment assistance program which was eliminsted in the
1981 Reconciliation Act, and the general assistance program of the
National School Lunch Act.

The following table outlines the funds received by the various
States during fiscal year 1982: ‘

State Slate
State nglssezal('ync Stale %ﬂmg?[{:’:
mifhons) millions)

AQDIMZ s $1.133 New Hampshire....... $267
Algska . . 266 New Jersey.... 1,151
Arizona R 487 New Mexico... 494
Arkansas ... . .. . 688 New York.... 2,698
Catfornia . 3.483 North Carolina... 1,545
Colorady ... 387 Nerth Dakota. . 212
Connecticut. . . 749 Northern Marianas ...........cceeoovoemoo 21
Delaware . ... ... ... 266 Ohio................ 1,456
Distiict of Columbya . 366 Oklahoma .. 637
Florida ....... . . 2,147 Oregon....... 7
Georgia. . . ... 1474 PRNNSYNANIA... .ooooevreroe s 1,653
Guam.. ... 174 Puerto Ricc ........ e e e 919
Hawali. 183 Rhode Isiand 411
luahe .. 120 Samoa. American ot 168
Himeis...... ..o 1,593 South Carolina 901
Ingigna . . .. 756 South Dakota 356
oWa ... ..o 501 Tennessee.. 766
Kansas . . . .. 453 Texas . 2,947
Kentucky ......... 896 Trust Territory 237
Loutsisra 1,076 31 316
MANE. . L e 320 Vermont 252
Maryland ... 706 Virginia 391
¥dosachusetis 633 ViGN 1518005 ....oooeereee e 239
Micrigan.... 1,288 Washington . 388
Minnesota... 136 West Virginia.................... 5d1
Mississipoi 1,024 Wisconsin 675
Missourr ... 667 Wyoming ............ 253
Montana ..., 356 DOD ACMY/AF e
Nebraska . 217 Adjustment . +409
Nevads ... 253 44,538

80
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In 1977, the funding allocation was changed by Public Law 95~
166 to provide an altlocation of 1 percent of the Federal funds ex-
pended for the programs administered by the State education agen-

cies for fiscal year 1978. Further, the legislation specified that for
fiscal years 1979 and 1980 the amount must be not less than I nor
more than 1% percent of the funds used in the State during tie
second fiscal year preceding the fiscal year for which the Siate ad-
ministrative expenses are to be paid. However, for those Federal
funds received by each State, funds exceeding the first $1U0 mil-
lion, the Secretary was to pay 1 percent. In no case would any
State receive less than $75,000 or the amount it had received in
1977 for administrative expenses, whichever is larger.

In addition, these amendments provided for special funding for
auditing of the child care institutions participating in the child
care tood program. The Secretary was to allocate to each State for
such auditing purposes an amount of up to 2 percent of funds used
by the State for the chiid-scare food program during the second
fiscal year preceding the year for which the amount is to be paid.

The provisions affecting fiscal year: after 1978 were completely
revised in November 1978 by Public Law 95-627 which provided
that the Secretary shall make funds available to pay State admin-
istrative expenses equal to not less than 1% percent of all Federal

. funds received by the State for child nutrition programs in the
second preceding year, rather than merely 1% percent for the first
$100 million. Under these amendments, no State was to 1eceive }ess
than the larger of $100,000 or the amount it had received in fiscal
year 1978.

The Omnibus Budget Reconciliation Act of 1981, Public Law 97-
35, further changed the formula to ensure that no State would re-
ceive less than 3100,000 or the amount it had received in fiscal
vear 1981, Also, the inclusion of equipment assistance funds as an
administrative expense eligible for reimbursement was eliminated.
This was a conforming change consistent with the elimination of
the equipment assistance program in the 1981 Reconciliation Act.

During fiscal year 1982, $32.5 million of the total $44.5 miilion
appropriation was allocated under the basic formula of :3 ;-
gram, and $4.4 million was made available to the States *~ wopre s
their program administration. State administrative expensis -
the child care food program were $2.7 million during f=cnl wae
1982. Additionally $2.2 million was used to upgrade il 51y
ment of the food distribution program, to monitor food :mcesing
contracts, and to improve the accountability for dorated omwind
ities. The remaining $2.5 million was made available to Gtates
during the reallocation of State administrative fund:. This 52.5 mil-
lion originaliy had been budgeted to reimburse FN& for Federal ad-
ministration of programs in some States which dv not adminisier
the child nutrition programs. 4 e .
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BUDGET RECONCILIATION AND INCOME TESTED
PROGRAMS

As noted in the individual descriptions of the programs, consid- /
erable changes have been made in the programs as a result of the
Reconciliation Acts of 1980 and 1981.

The accompanying tables demonstrate the level of savings that
were anticipated as a result of the provisions adopted in each bill.
These are the levels estimated by.the Congressional Budget Office
at the time the legislation was under consideration in 1980 and
1981 in both budget authority [BA] and outlays [OL):

CBO ESTIMATE OF SAVINGS—OMNIBUS RECONCILIATION ACT OF 1980

[Oniginal savings eslimates December 1980; by fiscal year, in millions of dolfars]

1981 1982 1983 1984 1985

Entitlement changes:
Reduction in general reimbursement ...............cccc... —60

Reduction in commadity assistance —63 e
Income eligibitity guidelines .......... —47 -2 =27 ) -2
Annual indexstion lunch/breakfast —-102 ...
Job Cocs centers ..... - -15 ~15 —16 -16 17
Summer 721 service RN —18 -20 -22 [ L T
Chutd car; raimbursement ........ -3 -8 -9 -1 —-12
Annual indexation chitd care.... B
Child care equpment ..... . —Z -2 -2 -2 -2
Speciai milk program................. —57 —62 ~66 -1 —178
Title XX child care provifers........oweee..e. 32 35 38 41
SUDIOAI .o ~315 -2 -0 ~ 114 9
Nonentitlement changes:
Breakfast cOMMEAIRS ...ooovcerrrs e -19 —20 -23 -2 -2
Nutrition edecation ... .... . -5 -5 -3 -5 -5
EGUIPMENt BEIISIANCE .orrerenrce e nrerinsnnins e -5 -5 —5 -3 -5
SUBLOIRL.. oo secms st sssmsan s —-29 -30 -33 -33 -3
Grand tofal...... — 404 -132 - 140 —147 ~130

CBO ESTIMATE OF RECONCILIATION SAVINGS—OMNIBUS BUDGET RECONCILIATION ACT OF 1981

[By fiscal years, in milfions of dollars)

195] ) 1982 1983 1984
BA 0L BA il BA oL BA oL
Authorization reductions:
Extend Public Law 96-499 ¥ e s — 360 —338 34k ,‘--3_42 -359 -3

(83) -
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CBO ESTIMATE OF RECONCILIATION SAVINGS—OMNIBUS BUDGET RECONCILIATION ACT OF 1981

Continued

{By fiscal years, in mullions of dollars)

1983

1984

BA

oL

Change eligibility for reduced price

meals from 195 percent, of 7overly

to 185 percen! with no standard

deduction * ... ~18
Change the 60 percent salety nel Ievel

to 2 cents ¢ -
Eliminate subsidies to private schools

with tuitions above $1,500 % ..o oo, -5
Require documentation of income as a

condition for free and reduced price

meal elig|bihty de!me income  as

“current income” 1......... SO I .1
Eliminate Food Serwce Eqmpmenl As

sistance Funding =........ -19
Tie eligibility for free meals to lood

stamp eligibility ! ....................
Cut breakfast SubSldlES lo nonneedy

chiidren in half; efiminate severe

need breakfast in schools where

less than 40 percent of the meals

are served free or reduced; cu!

severe need reduced rate to half of

the free rate; set reduced rate at

fot more than 30 cents less than

freg V... B I ~45
Reduce total SI.IbSldIES lor lree and

reduced lunches by 3 cents, and

set the lofal subsidy to nonneedy

children at 2i.5 cents for 1982;

includes the effect of establishing

New base 1ates ¥ ..o =49 e 442
Lovier reduced price lunch subsidy

aheher 20 cents ¥ oo Ll ~60
Extena 1980 Reconciliation Act provi-

sions 1o child care institutions 1 ........ ) -7
Eliminate for-profit child care centers

with less than 25 percent needy

ChIlGren b e
Allow reimbuszereat - 3 maximum

of three meas in child care feeding

program .. . =4 i —40
Eliminate paymems in the h|ld rars-

program for meals served providers’

children in day care hcres where

the providers’ inccme is over 18

ercent of poverty; reduced reim-

bursement for snacks in nonneedy

children; set reduced nnca snack

rate at one-half of fre. eaglude all

program * ...,
State administrative expenses 1.,

~46

~460

-4l

—34

—476

- 38

~53

—474

—57

Red:ice nutrition education

—125

-1

-6l

- 506

—63

—125

-1

~61

- 505
—63

=21

—62
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CBO ESTIMATE OF RECONCILIATION SAVINGS—OMNIBUS BUDGET RECONCILIATION ACT OF 1981—
Continued .

[By hscal years, in mitlions of dotars)

1981 1982 ol 1984
BA oL BA o gA oL BA 0L
Annually adjust family day care home
rates; reduce the rate by 10 per-
cent; reduce FDCH adminstrative
costs by 10 percent ... oooveveveeerensceceivnerrecn p— - 15 -14 —17 -16 ~19 -19

Subtotal —~1481 1472

Proposed direct spending reductions:
Restrict participatiun to schools and
certain  public  sponsors i the
summer feeding program and hmit
eligibility to areas where 50 percent
or more of the children are NEeAY ..........cccccorvvveeivrreencnnes -90 -85 ~95 -93 —99 -99
Eliminate the special mitk program
except in schools with no meal
PIOZIAMS eroeeeeevenerrs e esen e 0. =99 =103 =99 98 102 101

Subtotal e =185 188 194 141 201 200
Total savings subconference No. 16... 76 . — 1,474 1457 ~1579 —1566 —1682 -—1,672
Comparisons:
House-passed.......... . -85 —~1577 1566 1,728 —1709 -—-1904 —1877

Senate-passed . -15. - 1511 ~1480 1,638 —~1625 —1766 —1,751

' The House considers these reductions as reductions in direct Spending. _
4 The House considers $4.000.000 of this reduction as a reduction in direct spending.

"The proportion of funds provided for income tested versus nonin-
come tested child nutrition programs has changed significantly
since fiscal year 1970. In fiscal year 1970, about 22 percent of all
child nutrition program expenditures were provided for programs
that had a Federal income test. By 1980, this proportion had grown
to approximately 58.3 percent of total child nutrition program ex-
penditures. This increase was largely a consequence of growth in
participation and Federal payments in the income tested free and
reduced price school lunch and school breakfast programs, as well
as the 1974 implementation and continued growth in funding for
the special supplemental food program for women, infants, and
children.

In the curre:t fiscal year, 1983, the proportion of expenditures
provided for inccme tested programs is expected to be about 73.1
percent.

This change is primarily the result of the reductions in Federal
payments for the nonincome tested, regular—section 4—school
lunch program, and the commodity assistance program which were
enacted under the Omnibus Reconciliation Act of 1980 and the Om-
nibus Budget Reconciliation Act of 1981.

For the purposes of this analysis, only programs for which there
is an individual income eligibility requirement are characterized as
income tested.

The following child nutrition programs, or parts of programs, es-
tablish Federal income requirements for receipt of funds for bene-
fits: section 11 special assistance for free und reduced price school

J1



86

lunches: free and reduced price school breakfasts; free and reduced
price meals and snacks served in child care centers under the child
- care food program; free milk provided under the special milk pro-
gram; and the special supplemental food program for women, in-
fants, and children. =

Non-income-tested child nutrition programs are those for which
there is no individual Federal income standard or criteria for re-
ceipt of Federal funds. Non-income-tested programs may actually
serve low-income persons; however, the program benefits are not
dependent upon meeting a Federal specified income requirement.
For example, section 4 school lunch funds provide a mandated Fed-
eral subsidy for every lunch served, regardless of the family income
of the child receiving the lunch. This is also.true for the commodity
assistance program. These basic cash and commodity subsidies
make up part of the total Federal subsidy that is provided for free
and reduced price lunches. In this sense, both of these programs
provide Federal assistance for lunches served to low-income chil-
dren. However, because the cash and commodity assistance is not
conditional upon meeting an income test, these programs would be
considered non-income-tested child nnutrition programs.

In addition to Federal expenditures for the regular schocl lunch
and commodity assistance progroms, other non-inCome-tested ex-
penditures would include those provided for meals served to chil-
dren under the paid meals served under the breakfast and child
care food programs; and for paid milk served under.the special
milk program. While some of the Federal funds: provided for State
administrative expenses, and nutrition educatiop and training
[NET] and studies may benefit low-income children, there is no
income test for recipients of these Federal funds, and they are
treated as non-income-tested programs.

Under the child care food program, family day care home ex-
penditures, as opposed to centers, are not income tested. Thus, al-
though part of this component of the child care food program may
serve some level of low-income children, the fact that the subsidies
are not income tested places them in the category of non-income-
tested programs.

Because there is no specific Federal income requirement for the
commodity supplemental food program [CSFP], it i also considered
a non-income-tested progran.

Finally, the summer food service program is considered a non-
income-tested program. The program may operate only in areas
where at least 50 percent of the children participating in the school
lunch program receive free or reduced-price lunches, and thus have
incomes at or below 185 percent ot poverty. However, there is no
individual family income criteria {or the receipt of meals in the
summer program, all of which are provided free of charge, to
ensure that only low-income children in those areas receive the
benefits of the program.

The following table was prepared from information compiled by
the Congressional Research Service of the Library of Congress and
the Food and Nutrition Service of the Department of Agriculture.
It demonstrates the recent expenditure levels in income tested and
non-income-tested programs:

9,\
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CHILD NUTRITION PROGRAM EXPENDITURES BY FEDERALLY INCOME-TESTED VERSUS NON-INCOME-
TESTED PROGRAMS !

{Doltars wn eillioas|]

fiscal Year—
B[ whegram T S e e T e T S
1980 actual 1981 attual 1982 eslimate 1983 estimate

Income tested expenditure..... $2,623.0 $3,075.5 $3,105.2 $3,409.7

(Percent of total) .. (83) (638)  (725) (13.1)
School funch, sec. 112 1,3794 1,608.8 1,654.7 1.829.5
School breakfast —Free and reduced .. 238.6 309.2 309.9 3217
Child care food—free and reduced . 195.3 175.0 1759 1918
School mitk program—Iree 353 368 2.6 1.9
Special susplemental food program for women, infants, and chil-

e w1 L0

Non-income tested expenditure.. $1.873.5 $1.8234 $1.1735 $1.254.1
(Percent of total) @ (37.2) (21.5) (26.9)

School lunch, sec. 4 *..... 1247 761.7 4222 440.0
Commodity assistance * . 818.3 632.0 4411 4595
School breakfast—paid..... . 112 11.8 9.5 5.3
Child care——paid and farmily homes 10.6 115.5 171 1407
Summer food ® ...oooerver e 88.8 1217 88.8 99.4
School mifk program—paid . 121.5 82.0 16.9 183
Equipment assistance ¥........ 20.0 150 s
State adminislration expenses 349 38.2 44.5 417
Nutiition education and Studies. 217 18.45 8.5 1.5
Commodity supplemental food progra 27.04 26.3 257
Total child nutrition expenditures ..... $4,496.5 $4,898.9 $4,280.7 $4,633.8
ELLE I OIF] ) E—— (100) (100) (100) (100)

Ufor the purboses of this table “income-tested” 15 defined as being any ﬁm ram for which funds are provided on the basis of an individual
income test, “nonincome tested” is dehned as being any program for whic t%e receipt of funds does nol fequire an indwidual income test.,

2 |ncludes only sec. 11 expendures for free. and reduced-price Schoel lunches. Does not include sec. 4 expenditures for such lunches.

*Includes all Federal expendituras tor free- and reduced-price meais Served in child care centers for each year and in family day care homes for
1980, After fiscai year 1980, the indwidual income test for family day care home participation was eliminaled, consequently after fiscal year 1980
expenditures for family day care homes are shown in the Ronincs™e tested portion of the table.

+ Includes carryover funds from previous year.

s Includes 2l tund, orovided under sec. 4 (ie. the basic payment for all lunches—paid free and reduced price).

# nctades FNS commodities and Sec. 32 commodities used o meet the mandate support Jevels for all lunches” (including those Served free and
at reduced price). Does not include bonus commodities,

7 Change between hscal year 1980 and fiscal year 1981 reflects implementation of nonincome tested payments for meals served in family day
care homes. .

# Aithough there 15 a requirement (hat PIOBrams uperate oaly 1 areas where 50 percent of more of the Children are income eligible for free and
reduced onice lunches, summer food 1S included under nonincome tested programs because there is no individua) income test for participation.

+ funding for the equipment Jssistance program was eminated by the Omnibus Budget Reconciliation Act of 1981.

Source: Table provided by the Conﬁressmnal Research Service according to committee instructions. Expenditure information was provided by the

US Department of Agricullure, Food Nutrition Service, Budget Office.

The following table shows the Federal expenditures for each of
the programs discussed within the print for fiscal year 1982, which
ended September 30, 1952. '

33
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MULTIPLE PROGRAM OPTIONS

As noted in the Chairman'’s foreword, one of the purposes of this
committee print is to provide reasonable policy alternatives for
consideration in the event that budget reductions in these pro-
grains are necessary.

The fullowing segment of the committee print is devoted to
changes which could be made in two or more child nutrition pro-
grams—multiple program options. '

A separate segment will deal with options for individual pro-
groms.

The Congressional Budget Office provided the savings estimates
which are included within those options for which a specific dollar
savings is cited.

[Note.—CBO figures are based on January 1983 baselines
throughout this committee print. CBO estimates on the same pro-
bosals considered at a future time may be slightly different, based
un whatever economic assumptions are being used at that time. Re-

-ductions are expressed in reductions in obligations incurred during

each fiscal year.]

It should also be noted that CBO savings figures are given for
each individual option. Savings from a consolidation of two or more
options would not necessarily equal the combined savings listed for
each option. This is because one option may impact, or interact,
with another to produce a different level of combined savings.

The accompanying table outlines the assumptions about baseline
expenditure: for each of the programs in the current fiscal year,
1983, and for the next 5 (1984-88). The “baseline’”’ is the expected
expenditure level in each program if no changes were made, but
rather each program continued to be operated under the provisicns
of current law.

PRELIMINARY CBO BASELINE—JANUARY 1983

{By fiscal year in millions of dollars)
B

1983 1984 1985 1986 1987 1988

Natignal school funch program.:
Secs. 4 and 11 cash assistance
Commedities. ... ...

Schoo! breakfast program ..

Summer food service program

Chitd care food program:
Center ...
Homes....... .. ..

Nutrition education and traning

2,302 2460 2590 2727 286l 3,005
433 468 488 516 544 564
335 356 375 394 415 435

94 99 105 - 110 115 120

223 246 267 292 318 345
101 119 121 131 142 154

5 5 5 5 5 5
Studigs .......... J 2.5 2.5 2.5 2.5 2.5 2.5
State administrative expenses...... . 47 48 4 49 51 54 58
Special suppiemental food program (WIC) ..o 1,060 1113 1,165 1,215 1,261 1,307

96
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PRELIMINARY CBO BASELINE—JANUARY 1983—Continued

[By Fscal year in millions of dollars)

1983 1984 1985 1986 1987 1988

Commodity supplemental food program .. . . ... .. . 326 342 35.8 37.4 388 402
Svecial milk program . o ‘ 21 a2 a4 236 - 248 2%
Total .. oo o e oo w . o 46561 49629 52247 55045 578i.1 6.0617

In the various options which are listed, CBO savings estimates
are usually provided for 3 full fiscal years, 1984-86. In the case of
some provisions, such as indexing, in which a change to the current
July 1 indexing might occur during the current fiscal year, 1983,
the 4-year impact is shown (1983-86).

FREEZE OR ADJUST INDEXING OF REIMBURSEMENT RATES

Various proposals have been circulated unofficially in Congress
for freezing, delaying, or reducing the indexing of programs that
currently have automatic indexing of benefits. This option outlines
various ways of dealing with indexing that might be considered for
reimbursement rates in child nutrition programs. Reimbursement
rates in the child nutrition programs are currently indexed annual-
ly each July based on inflation for the 12 months ending May 30.

Indexing of reimbursement rates in combination with expanded
program participation in all child nutrition programs has contrib-
uted greatly to the growth in Federal expenditures for these pro-
grams. Congress recognized this by temporarily eliminating semi-
annual indexing in 1980 and making the elimination permanent in
1981. Reductions in indexing result in greater savings when infla-
tion is high. Changes made in 1980 and 1981 took place after peri-
ods of annual inflation exceeding 10 percent. Indeed, some of the
“savings” attributed to the reconciliation acts of 1980 and 1981 ac-
tually took place subsequently, not because of changes in indexing
or lowering of reimbursement rates, but because of the low infla-
tion rates. Inflation in calendar year 1982 was 3.9 percent. :

The food price inflation rate for the July 1, 1983, rate adjustment
is projected to be 5.4 percent, according to the Congressional
Budget Office. It can be argued that a 1-year freeze of reimburse-
ment rates would have a minimal impact on nutrition programs
while saving the Federal Government $205 million in fiscal year
1984, as well as $26 million in fiscal year 1983.

Under the freeze, indexing which is currently scheduled for July
1, 1983 (based on 12 months ending May 1983) would be postponed
1 year. All subsequent indexing would be based on inflation for the
12-month period ending a year earlier—i.e., July 1, 1984 indexing
would be based on inflation through May 1983; July 1, 1985 index-
ing would be based on inflation through May 1, 1984; and so forth.

The following table outlines the savings of a 1-year freeze on var-
ious child nutrition programs:

.1
/
i,

S7
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SAVINGS IN MILLIONS OF DOLLARS

fiscal year— .
1983 1984 1985 1985
School funch .. 20 .30 160 180
R L T OO 2 20 20 20
Child care f00d.......coveeoorercececererene 4 20 25 30
Special milk .... (" (") M) 1
SUMNTEF 000 ..ot e e e 3 0 5 6 7

¥ Savings less than §1 million

Additional savings could be achieved in fiscal year 1985 by freez-
ing reimbursement rates for 2 years, until July 1, 1985. Food price
inflation for the July 1, 1984 indexation, is calculated to be ap-
proximately 5.1 percent.

SAVINGS IN MILLIONS OF DOLLARS

Fiscal year— )
1983 1984 1985 1986

Schoal lunch ... 20 180 310 325
Schoot breakfast 2 20 10 40
Child care food........ 4 25 40 45
Special milk ... () M 1 1
Summer food .. 0 5 10 10
Total .. 26 230 401 21

+ Savings tess than S1 mifiion.

Another option—which has been discussed with respect to var-
ious programs following the mid-January recommendation to post-
pone indexing of social security benefits for 6 months—would be to
postpone other indexing for 6 months as well.

That concept applied to the child rnutrition programs would
result in savings of $26 million in fiscal year 1983 and $90 million
in future years as demonstrated by the following table:

SAVINGS IN MILLIONS OF DOLLARS

fiscal year—
1983 1984 1985 198
School lunch 20 70 70 70
School breakfast 2 10 10 10
Child care food 4 10 10 10
Special milk ) ] o] !
Semmer food .......... (M (') ) M
Tetal 26 90 90 91

+ Savings less than $1 million.

One other variation on slowing the cost of program expenditures
which result from indexing would be to provide for partial index-
ing. For example, indexing all reimbursements at 1 percent under
the inflation rate would achieve the level of savings shown in the

3
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accompanying chart; this proposal is often expressed as “indexing
minus 1 percent”. Food price inflation for the next 3 years is pro-
jected to be 5.4 percent, 5.1 percent, and 5 percent, according to
CBO. “indering minus 1 percent” would assume that in place of
full irdexation, reimbursement rates would be increased by 4.4 per-
cent, 4.1 percent, and 4 percent, respectively.

SAVINGS IN MILLIONS OF DOLLARS

fiscal year—
1983 1984 1985 1986
SCRGOI TUACH oo e eeseaevesiasses s s e st s 5 35 60 105
Schoo! breakfast (Y 4 8 12
Chitd care food... e e ——————————— o et e 1 4 8 13
Special milk .. ..ot e (") [R)] M) (&)
SUMMEr 1000 ..o 0 ! 2, 3
|01 6 44 78 133

* Savings less than $1 mllion.

ELIMINATE SUBSIDIES FOR PAID MEALS AND SNACKS

As noted in the individual descriptions of the programs, students
participating in the school lunch and breakfast programs, and chil-
dren in the child care food progrem are eligible to receive federally
subsidized meals regardless of household income. Federal reim-
bursements in the lunch and breakfast programs and the child care
centers component of the child care food program are providegd
based on three categories of meals—free, reduced price, and paid—
eligibility for which is based ¢n income eligibility standards.

In the event that reductions in the child nutrition programs are
necessary, one potential area for reductions is in the paying child
category. In terms of targeting the program on low-income partici-
pants, the Federal subsidy to children from families with incomes
above 185 percent of poverty, $17,210 for a family of four, may be
one appropriate area for vonsideration.

Currently the reimbursement rates for paid meals are 22.5 cents
per lunch—11 cents cash and 11.5 cents in commodities—and 8.75
cents for breakfast. The same rates apply for the child care centers
where an additional 3 certs per snack is aiso available in Federal
reimbursement. :

During fiscal year 1982, approximately 50 percent of lunches, 11
percent of breakfasts, and 21 percent of child care reimbursements
were made at the paid rate.

The Reagan administration recommended the immediate elimi-
nation of the paid reimbursement for both cash and commodities in
all three programs in its fiscal year 1982 budget submission in
early 1981.

The House Committee on the Budget. included a variation of this
concept in its fiscal year 1982 proposal. Under the House Budget
Committee plan, a recommendation was made for phasing out the
paid reimbursement in the lunch program over a 3-Xear period be-
ginning in fiscal year 1982. However, neither the Senate nor the
Gramm-Latta budget substitute which passed the House contained

3.
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-elimination of the paid subsidy for any of the programs. While re-
imbursement rates were reduced for each of these programs in
1981, the paid category was not eliminated in any of the three pro-
grams.

Based on CBO projections, elimination of the paid categories in
these three programs would rosult in savings of $482 million in
fiscal year 1984 as outlined in the following table:

SAVINGS IN MILLIONS OF DOLLARS

Fisal vear—
1984 1975 1986

Sehaol lunch: .
Cash and commodities .. 465 485 515
Cash only..ovveeeeees e (250) (260} (275)
Schooi breakfast ... 6 6 6
Child care food (centers only) cash and cOmMMGAItIEs .......revveevvnn oo 1 12 13
Total/cash and commdities... 482 503 534

There is no income test for eligibility in the day care home com-
penent of the child care food program. However, preliminary find-
ings by the Food and Nutrition Service indicate that approximately
64 percent of recipients have incomes above 185 percent of poverty,
the paid reimbursement level in other programs.

If a means test were reimposed on the program and Federal re-
imbursement for the resulting paid category (reimbursed at rates
now applicable in child care centers) were eliminated, additional
savings would result as outlined below:

Savings in millions of dollars

Chi.d Care Food program-—day care homes with a reimposed means test
(cash and commoditias):!
Fiscal year:

'Assuming the distribution currently reported by FNS is representative naionally—64 per-
cent paid.

The special milk program has two components, free and paid. In
schools that offer the free portion, only students from families with
incomes below 130 percent of poverty may participate free of
charge. In all other cases, a Federal veimbursement is provided
which is currently 9.25 cents per half-pint of milk served. Over 90
percent of all milk is served a$ ihe paid reimbursement. Adding
elimination of the Federal reimbursement for milk served to
paying students to this option would save an additional amount as
outlined below:

~ Special milk program—savings in millions of dollars

Fiscal year:
i9
20

21
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ELIMINATE FEDERAL REIMBURSEMENT FOR REDUCED-PRICE MEALS AND
SNACKS

Another budget option that could be considered independently or
in conjunction with the elimination of the paid category would be
the elimination of the Federal reimbursement for reduced-price
meals and snacks. For purposes of this option, it is considered inde-
pendently {rom the treatment of the Federal reimbursement for
‘paid meals and snacks.

Under all of the Federal child nutrition programs for schools and
child care centers, reduced-price meals are available to children
from families with incomes between 130 and 185 percent of pover-
ty. Federal reimbursement rates for these meals are set between
the higher free reimbursement rate and the lower paid rate in
each of the programs.

The reduced-price category applies in the school lunch and
breakfast programs, and in the child care center portion of the
child care food program.

If the reduced-price category were eliminated, students would
then fall into only two categories—free or paid, as in the special
milk program. Students eligible for free meals would continue to be
treated the same as under the current program—no charge to the
student and higher Federal reimbursement to the schools or child
care centers furnishing free meals. Treatment of what is now the
paying child—those ineligible to receive free or reduced-price
meals—-would also remain unchanged. The difference would be
that the reduced-price category would become part of the paying
category. The limitation on meal charges to such children—which
exists in the lunch and breakfast programs at 40 ard 30 cents re-
spectively—would be eliminated, as would the reduced-price reim-
bursements currently provided for these meals.

Not many children participate in the programs at the reduced-
price level—7 percent in the lunch program, 24 percent in the
breakfast program, ard 13 percent in the child care food program
centers. Such small participation levels may not justify the admin-
istrative procedures necessary for operation—for example, separate
eligibility determinations and separate reimbursement structures
with attendant paperwork.

It can also be argued that children from households with annual
incomes between $12,090 and $17,210, current eligibility for a four-
person household, do not need the degree of Federal subsidy pro-
vided by the existing reduced-price reimbursement level. '

According to the Congressional Budget Office, elimination of the
Federal reimbursement for reduced-price meals and snacks would
result in the following level of savings in the various programs:

SAVINGS IN MILLIONS OF DOLLARS

Fiscal year—
1984 . 1985 1986

Schoal funch . 220 240 255
Schoal breakfast 10 11 12
Child care f0od CENters ........ooeeeereerremsis i, 18 21 2

TOML. vttt s s 248 272 290

=
<
Sk,
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Once again, adding in the day care home component of the child
care food program with the assurnption that a means test is reim-
posed would result in additional savings, should reduced-price reiin-
bursement be eliminated:

Savings in millions of dollurs

Child care {ood, day care homes (with reimposed means test)
Fiscal year:

1984, B
1985, 60
1986... 65

For purposes of' the estimate, CBO assumed that in the lunch
and breakfast programs approximately half of the current reduced-
price students would continue participating in the program, al-
though they would do so at the paid rate—with correspondingly
higher meal charges—and that the other ha!f would discontinue
participation in the programs.

ELIMINATE BOTH PAID AND REDUCED-PRICE SUBSIDIES

A larger budget reductinn would be achieved by the elimination
of the reimbursements for both the paid and reduced-price catesgo-
ries. Again, such a reduction would not affect subsidies for children
from households with incomes below 130 percent of the poverty
line—the current eligibility limit for free lunch participation. How-
ever, reimbursement would be reduced for meals served to non-
needy children. Less than half of the current junch program serves
studenis with incomes below 130 percent of poverty, while 84 per-
cent of current reimbursements in the school breakfast program
and 66 percent among child care centers participating in the child
care food program are for free meals.

The Congressional Budget Office estimates the following levels of
savings in various programs from the ellmlndtlon of both paid and
reduced-price reimbursements:

SAVINGS IN MILLIONS OF DOLLARS

Freeat «=ar—

1984 1985 1986

Schuel lunch:
Co5R AN COMMOTIIES ..v...voooo s sesreess soeevtmssesee s ceesoess oottt 715 760 230
[V T (490) (525) (555)
School breakfast ............... 17 18 18
Chitd care food—centers cash and commodmes 30 3F 40

Total/cash and COMMOMIES. ... 762 813 869
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Reestablishment of a means test and the concurrent elimination
of both paid and reduced-price reimbursements in the case of the
day care component of the child care food program would result in
the following savings:

Child care food, day care homes (with reimposed means test):
Fiscal year:
L OO OO 70

LOWER ELIGIBILITY FOR REDUCED-PRICE ELIGIBILITY

It has sometimes been argued that the current 185 percent of
poverty limit for reduced price meals is excessively high, permit-
ting families with incomes considerably above poverty to receive
meals with a significant Federal subsidy. For instance, a four-
person household at 185 percent of poverty earns $17,210. Critics
point out that the eligibility limit has been expanded, first from
100 to 150 percent, then to 175 percent, and as high as 195 percent
before being reduced to 185 percent in the Omnibus Budget Recon-
ciliation Act of 1981.

The income eligibility ceiling could be lowered to a number of
levels. For purposes of this option, it is lowered to the pre-1974
level of 150 percent of poverty. The only students affected by such
a change would be those in households with income between 150
and 185 percent of poverty. Students with household incomes above
150 percent of poverty would most likely pay more than the cur-
rent maximum meal charge—40 .cents for lunch and 30 cents for
breakfast.

While this would leave an even smaller reduced-price category
than currently exists, some would argue that students from fami-
lies with incomes just above the free income eligibility level should
continue to receive some degree of Federal subsidy, rather than
being put into the paid category. The lower limit would, however,
remove students with higher family incomes from the current re-
duced-price category, leaving only those with incomes between
"$12,090 aud $13,950, in the case of a four-person household.

Lowering the income eligibility limits for reduced-price meals
and snacks to 150 percent of poverty would have the following
budget imnpact, as calculated by CBO:

SAVINGS IN MILLIONS OF DOLLARS

Fiscal year—
1984 1985 1986
Schoot funch.............. . 140 150 160
School breakfast ................c.uuumermeen. 5 b 6
Child care food—centers only ........ = 12 13 15
TOM, s sree e ss s ss s s e 157 169 181
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REIMBURSE FOR LUNCHES ONLY

Another option for limiting Federal expenditures, while still pro-
viding considerable Federal support for nutrition, would be to limit
Federal expenditures for children’s nutrition programs to provide
reimbursement for lunch only. Under such an option, Federal re-
imbursement for breakfasts and snacks, currently provided under
several programs, would be eliminated.

Programs affected by such a reform would be the school break-
fast program, which effectively would be eliminated, the child care
food program, the summer food service program, and the special
milk program, which would also be eliminated. The school lunch
program would be unaffected hy ;uch a change.

It can be argued that the Federal Government would fulfill its
primary nutrition responsibility by subsidizing lunch while elimi-
nating expenditures for meals that can, or should, be provided at
home. While the school lunch program is based on the premise that
access to the home, and therefore a meal there, is often inconve-
nient or impossible during the middle of the day, this same argu-
ment for Federal funding cannot be made about breakfast which is
eaten before the start of the school day. Neither can it be made
about snacks which, if desired by the children, could be prepared at
home.

Under this option, Federal expenditures would be eliminated for
the breakfast program, participation in which is small relative to
the lunch program, for snacks available under the child care food
and summer food service programs, and for the half pint of milk
available under the special milk program.

The estimated Federal savings from such a change, as calculated
by the Congressional Budget Office, are shown below:

SAVINGS IN MILLIONS OF DOLLARS

Fiscal year—
1984 1985 1986
School breakfast (eliminated) ....... 356 375 394
Summer food service (lunch only) 15 15 15
Special milk (eliminated) .... . .ccoooooervvevc e 21.2 214 23.6
Child care food (lunch only)—centers.. R . 95 105 115
TOMAl v e s rara e 4872 516.4 5476

AgainZ adding in a restriction for lunches only in day care homes
in combination with the reimposition of a means test for program
participation would result in the following savings:

Savings in millions of dollars
Child care food, day care homes (with reimposed means test):

Fiscal year:
FO8U . b s sttt S8t ete eretenreseesnen 70
1985, s 75
TO8B .ttt stttk s et st 8t et tse st sererereann 80

15-642 O-—83——8
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CONSOLIDATE PROGRAMS THROUGH BLOCK GRANTS

One approach to the myriad of nutrition programns within the
Department of Agriculture has been to consolidate some of the pro-
gram's funding and provide a block grant to the States. State offi-
cials would then determine which of the existing programs should
be continued or modified, or what alternatives they might develop
to provide nutrition assistance.

The Reagan administration proposed such a block grant, entitled
the “General Nutrition Assistance Grant,” for its fiscal year 1983
budget. It was not acted on by either House of Congress. Under the
Reagan plan as introduced in the Senate, S. 2991, several categori-
cal programs were proposed in their place, as outlined in the accom-
panying table. States could have used the block grant funding to
finance these or other child nutrition programs.

FUNDING BY PROGRAM AND AS PROPOSED BY ADMINISTRATION—FISCAL YEARS 1981, 1982, and
1983 ESTIMATE

[In milliens of dollars)

1983
Programs 1981 (esllﬁgazle\ llagvgjescll:r’nlgrel adn;:%gllmn

estimate
SCHO0! DIBAKIASE . .ocovveeeveeeee e e st s 13487 335.0 3838 0
Child care food.. 2340.1 298.4 352.8 0
Summer food ........cooc.vvo.... . [P 122.6 62.0 63.6 0
SPRCHAE MK .o e s s ree et eeeeee e 119.8 239 1286 0
Nutrition education and training.... 15.0 5.0 *5.0 0
General nutrition assistance grant (proposed fiscal year 1983) — 488
Total 946.2 724.3 833.8 488

Vincludes $277 muflion in September 1981 claims that were rolled over for payment from fiscal year 1982 budget authority
#includes $22.6 million i September 1981 claims that were folled over for payment from fiscal year 1982 budget authority.
3 Estimate by Congressional Budget Office. No estimates shown in budget request.

+ Authorization fevel. Assumes full authorization will be appropriated.

Source. USDA. Food and Nulrition Service budgel request 1983. Feb. 8. 1982 (except as noted).

While the Reagan administration’s proposal would have reduced
funding by approximately 42 percent, the consolidation or block
granting of these child nutrition programs need not require the
percentage reductions in spending recommended in the Reagan
1983 budget. For instance, Senators Henry Bellmon and Pete Do-
menici sponsored legislation in 1979 that does not contain a reduc-
tion in funding for these programs which were also included in a
block grant, S. 605, the Food and Nutrition Program Optional Con-
solidation and Reorganization Act of 1979.

Under the modified version of the Bell:nen-Domenici bill as
passed by the Senate in the Child Nutritiza 2 mendments of 1980,
six States had the option of consoldatin ; all nutrition programs, in-
cluding school lunch, with the excepiion of the food stamp pro-
gram.

[NoTE.—As introduced, the bill would have included the food
stamp program in the consolidated approach; however, the food
stamp program was taken out during committee consideration.]

The legislation was not acted on by the House, however, and did
not become law.

1ug
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It can be argued that consolidation of program funding through
mandatory or optional block grants would permit States to direct
funds to the programs which best meet the needs of the individual
States. The discrepancies in the expenditures for existing individu-
al prograins among the States bear witness to the varying needs,
which could best be assessed by the States.

BLOCK GRANT ASSISTANCE TO THE TERRITORIES

Another reform proposal made by the Reagan administration for
fiscal year 1983 was to provide for block grant funding of the var-
ious nutrition programs currently operating in the U.S. territories,
exclusive of Puerto Rico. According to the Food and Nutrition Serv-
ice, the four territories are each currently participating in several
of the food assistance programs as follows:

Guam.—Food stamp, school lunch, school breakfast, child care
food, and summer food.

Commonwealth of the Northern Mariana Islands.—Commodities
in lieu of food stamps for needy families, school lunch, school
breakfast, and child care food.

American Samoa.—School lunch and school breakfast.

Virgin Islands.—Food stamp, school lunch, school breakfast,
child care food, summer food, and special supplemental food pro-
gram [WIC].

Nutrition programs in these areas cost approximately $51.5 mil-
lion during fiscal year 1982. The administration’s proposal would
have established fiscal year 1983 funding at $43.76 million, repre-
senting a 15-percent reduction from the anticipated level of $52.1
million for fiscal year 1983.

The administration made the argument that the categorical foed-
ing programs as operated on the mainland are inappropriate for
the insular areas. The administration recommended that funding
for all of the programs be consolidated and reduced by 15 percent.
This 15 percent was a factor designed to estimate administrative
savings from the consolidation. The overall reduction would have
reduced spending by approximately $8 million in each fiscal year.
Savings for future fiscal years would be approximately the same.

CAP FEDERAL EXPENDITURES

One method of increasing State contributions to the various child
nutrition programs would be to cap, or freeze, Federal expenditures
at the fiscal year 1983 levels during the next 3 years.

As noted earlier, only one portion of the school lunch program,
section 4, currently requires any State matching funds. The capping
of Federal expenditures would provide for a gradual assumption of
some of the costs by States.

Savings to the Federal Government, and increased State costs,
would be approximately as follows:

106 -



O

ERIC

Aruitoxt provided by Eic:

102
SAVINGS IN MILLIONS OF DOLLARS

Fiscal year—
1984 1985 1986

SENOOT TULEN .. et ssss s teceees o oo e e eeenseesteneseeees e e 160 310 415
School breakfast 25 45 65
Chitd care food... 30 65 100
WIC and CSFP.... et e e it 55 110 160
SpeCial Milk ..o (R3] (" 3
Summer food service ... . 5 10 15
State administrative expenses 1 2 4

Ot et s e 216 542 822

' Savings tess than $1 miilion.

ELIMINATE FEDERAL ADMINISTRATION OF PROGRAMS

One program reform with negligible budget impact would be to
eliminate Federal administration of programs. In past years, States
have had the option of administering some of the child nutrition
programs, or allowing the Federal Government, through regional
offices of the Food and Nutrition Service, to operate the programs.

This has obviously saved States the administrative costs of ad-
ministering the program and transferred such costs to the Federal
Government which already pays all of the benefit costs in the af-
fected programs.

The following chart outlines the States for which the Federal
Government is currently operating various child nutrition pro-
grams,

STATES IN WHICH VARIOUS PROGRAMS ARE FEDERALLY ADMINISTERED

i ; Residential

Summer food Ch',gog"' ¢ 56';1‘3".},2 in's:'l]i'l'gtﬁrse'
Alabama . X X
Arkansas .. X
Caifornia . X
Delaware X .
Georgia................ X X
Hawaii X
Kansas X .
Maine X X
Michigan X e
Minnesota X
Missouri........... X X X X
Nebraska X X X X
New York X S
North Dakota ....... X
Oregon X O
SOUEN CarOMNA........ooe e e X X X X
Tennessee X X X X
VIIGINIA.......cc.covverereenser e sess oo e X X X X
WASHINBRON ...oov e et smssne e seser s e e X X X X
Wyoming X

1 Either public or private residential child care institutions,
Source: Food and Nutrition Service, 1.5. Department of Agriculture.
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Congress has recognized what was a growing problem, and in the
Omnibus Budget Reconciliation Act of 1981 eliminated any future
Federal assumption of programs within States, providing that the
Federal Government would not assuine any programs which it was
not operating as of October 1, 1980. However, Federal involvement
in those programs which it was already administering requires sig-
nificant Federal resources. During fiscal 1982, approximately $2.5
million was allocated to pay for I'NS administrative costs in these
programs not operated by States. However, the $2.5 million was
eventually distributed to the States in the form of additional State
administrative expenses, rather than retained by FNS.

ELIMINATE RESIDENTIAL CHILD CARE INSTITUTIONS

Residential child care institutions are a recent addition to the
school lunch and breakfast programs, having been added in 1975,
Residential child care institutions include many worthwhile child
care facilities including orphanages, schools for the mentally and
physically retarded, certain children’s hospitals, and so forth. How-
ever, because their structure is so different from schools, their par-
ticipation in the program creates considerable administrative and
policy difficulties, as attested to by the fact that nine States choose
not to administer the program in these institutions, but rather
have turned such administration over to the Food and Nutrition
Service.

Some have also questioned whether Federal funding provided
any additional funding, or merely displaced existing State or pri-
vate funds. Because the institutions frequently care for more than
just the age group served by the programs, there have been audits
which indicated the ineligible individuals received meals for which
Federal reimbursements were sought. Additionally, other audits
have found that because these institutions usually provide 24-hour
care, meals other than breakfast or lunch were sometimes submit-
ted for Federal reimbursements. Because of these and similar prob-
lems, the institutions consume a disproportionate amount of Feder-
al and State administrative resources.

An additional problem is created when individuals within these
institutions attend schools and participate in the breakfast and
lunch programs there. Typically, institutions submit lunch and
breakfast claims based on the number of eligible residents of the
institution, rather than on the number of meals actually served to
such residents. Again, the result is overreimbursement by the Fed-
eral Government to such institutions.

Federal reimbursement for two meals (when 3 are served) pre-
sents the potential for faulty bookkeeping and errors, whether de-
liberate or accidental. .

Some have pointed out that institutions maintain full-time care
for individuals and, as such, should be responsible for all meals.
This may be especially so with State institutions; approximately
half of all institutions are public.

For these and other reasons, the elimination of the residential
child care institutions have been discussed as a possible option in
both the br akfast and lunch programs. The provision was included
in S. 1254, \ntroduced by Senator Helms on May 21, 1981. Elimina-

by
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tion of such facilities would save approximately $40 million in the
lunch program and an additional $22 million in the breakfast pro-

gram, as outlined in the following table:

SAVINGS IN MILLIONS OF DOLLARS

Fiscal year—
1984 1985 1986
SCRO0E TUNCR v carasserenssnasssinas s s s s ar bbb s itrat s s bss B ss kb e o0 40 45 45
. Schooi breakfast ....... 22 23 24
{51 JO— 62 68 69
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INDIVIDUAL PROGRAM OPTIONS

The following section deals with options for the individual child
nqtrtltlon programs described in preceding sections ot this committee
print.

These options are dealt with in groupings, by individual pro-
gram. It should be noted that, in most cases, segments of multiple
program options described in the previous section are not repeated.
This is the case even though it is possible to use those multiple op-
tions without applying them to all FNS programs. For instance,
treatment of indexing and paid and reduced-price reimbursement
rates could be changed in some programs without being changed in
them all. :

ScHoor LuncH PROGRAM

ELIMINATE THE 2-CENT DIFFERENTIAL PAYMENT RATE FOR SECTION 4
GENERAL ASSISTANCE

As noted earlier, an additional 2-cent reimbursement rate under
section 4 of the National School Lunch Act is available for all
meals served in school food authorities in which 60 percent or more
of the meals are served to students eligible for free and reduced-
price meals.

The Omnibus Reconciliation Act of 1980 introduced the differen-
tial reimbursement concept and provided for a 2%-cent differential.
This was lowered to 2 cents by the 1981 reconciliation bill.

Schools may receive the added reimbursement for all meals even
when as many as 40 percent of students are paying students. Rec-
ordkeeping at the State and Federal level to maintain records of
schools which may receive the increased funding may prove bur-
densome and increase overall administrative costs.

It can be argued that the additional payment is paid to schools
that already receive the highest levels of Federal reimbursement
because higher reimbursements are provided for free and reduced-
price lunches.

The Congressional Budget Office estimates that elitnination of
the differential would save $23 million annually.

Savings in millions of dollars

Fiscal year:

23
23
23
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INDEX THE SECTION 11 REDUCED-PRICE REIMBURSEMENT SEPARATELY

Under current law, the reimbursement for reduced-price lunches
under section 11 special assistance, 64 cents, is set at 40 cents less
than the reimbursement rate for free lunches, currently 104 cents.

When indexing of reimbursement rates occurs each July, the free
rate is indexed, and then the reduced rate is determined by sub-
tracting 40 cents. Having a fixed reduced-price rate set at 40 cents
lower than the free rate means that, when indexing occurs, the ef-
fective subsidy for the reduced-price lunch grows at a far greater
rate than would be the case if its own, lower rate were indexed sep-
arately. The reduced-price rate under current law grows faster
than the inflation rate.

For example, if one assumes a 5-percent inflation rate, the free
lunch rate will be indexed on July 1, 1983, from the current 104
cents to 109 cents per lunch. The reduced-price reimbursement rate
is increased by subtracting 40 cents from the indexed free rate—
now 109 cents—thus, providing a reduced-price reimbursement rate
of 69 cents per lunch. That increase, however, represents a 7.8-per-
cent increase in the reduced-price reimbursement rate—rather
than the 5-percent inflation rate. If instead, the 64-cent reduced-
price rate had been indexed separately, the 5-percent inflation in-
dexing would have yielded a new reimbursement rate of 67 cents,
or 2 cents less than is provided under the current system. Over the
years, the reimbursement rate for reduced-price meals will grow at
a faster pace than will other reimbursement rates.

[NoTE.—Also under current law, the maximum price that may be
charged for a reduced-price lunch is 40 cents. There is no maxi-
mum for charges on paid lunches, and no charge may be made for
free lunches. This 40-cent level was established in the Omnibus
Budget Reconciliation Act of 1981. The level was an increase from
the previously existing maximum of 20 cents per lunch. The 40-
cent figure was set because it is the difference between the free re-
imbursement rate (currently 104 cents) and the reduced-price rate,
which, by statute, is 40 cents less than the reduced-price rate (cur-
rently 64 cents). A confirming change would be to set the maxi-
mum reduced-price meal charge at the difference between the free
and reduced-price reimbursement rates.]

The savings from such a change are demonstrated in the follow-
ing table furnished by the Congressional Budget Office. It should
be noted, however, that savings could be more substantial if infla-
tion were to be higher than is currently expected.

Savings in millions of dollars

Fiscal year: :
1984 6
TOBS .ttt s sttt s tbos s s e s e sese s ese s s e se s e s e s sesensasessneseasaseasars 12
1986 fesressrrneearesansssasssasnnsssssasssaes 18

IMPROVE VERIFICATION OF INCOME STATUS FOR FREE AND REDUCED-
PRICE LUNCHES

As with many programs which rely heavily on income reporting
to determine eligibility, the school lunch program has been subject
to abuse.

Litr
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In audits conducted within the past several years, the Office of
Inspector General of the Department of Agriculture has repeatedly
found significant numbers of cases in which individual students did
not qualify for the free or reduced-price lunches which they had
been receiving.

During May 1980, USDA’s Office of Inspector General conducted
an audit of free and reduced-price lunch applications in 220 ran-
domly selected public and private schools. The results of that audit
indicated that close to 30 percent of all approved applications con-
tained incorrect income or household information which resulted in
applicants receiving benefits to which they were not entitled. OIG
projected that such an error rate may have cost the Federal Gov-
ernment as much as $171.5 million for the 1979-80 school year.

In its February 1981 report on the prior May audit, OIG recom-
mended that the data submitted on applications for free and re-
duced-price lunches be verified:

We believe our review shows the need for verification
and that the pilot projects, while they may be helpful in
working out the mechanics for verifying the information,
are not necessary to justify the need to verify at least
income.

The semiannual report of the OIG for the 6 months ending
March 31, 1981, further recommended that:

School food authorities be required to use standard na-
tionwide or statewide free and reduced-price application
forms which require all adult members of a household to
furnish their sources of income and social security num-
bers. FNS should seek the legislative authority to obtain
71 security numbers. The Department’s current legisla-

sackage which was submitted to Congress for consid-
e1. .:0n requests legislative authority to obtain parent or
guardian social security numbers on applicant forms.

State agencies or school food authorities be required to
routinely verify family income on free and reduced-price
applications by computer matching techniques. The De-
partment’s current legislative package before Congress
requests legislative authority for computer income verifica-
tion.

FNS clarify the method to be used in determining a
household’s annual income and who is to be counted in de-
termining family size.

The Omnibus Budget Reconciliation Act of 1981 incorporated a
number of the recommendations urged by the Inspector General.
Social security numbers were required for all students and mem-
bers of their families. Administrative authority was granted to the
Secretary to begin requiring improved verification of family income
data. Additionally, the Congress eliminated the previous require-
ment that had allowed the eligibility guidelines for free lunches to
be printed on the application. Rather, only reduced price income
eligibility guidelines are now permitted on the application.

Nevertheless, income verification continues to be a problem in
the school lunch program. During hearings conducted by the

iz
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Senate Subcommittee on Nutrition in February of 1982, the OIG
discussed the possibility of combining income verification of the
schoo!l lunch program with the existing income verification in the
food stamp program.

The OIG has suggested that welfare offices would be better
equipped to handle the improved verification which OIG feels is
needed in this program. Current estimates are that approximately
62 percent of students receiving free lunches, eligibility under 130
percent of poverty, are from families that are also on the food
stamp program.

Welfare offices could be set up to handle income verification in
both programs. Beginning January 1, 1983, computer matches are
required between food stamp applications and employment wage
information submitted by employers. In about 37 States such infor-
mation is reported guarterly; in the remaining States it is available
annually. The availability of such computerized information would
greatly aid in the verification process of the school lunch program
as well, according to the OIG. The use of computerized wage infor-
mation in the school lunch program could be made administrative-
ly much more simple if such improved verification were structured
so as to coordinate or possibly consolidate with existing food stamp
verification.

In previous years, eligibility for school lunch was essentially self-
declaring inasmuch as the family reported income, but there was
no attempt at verification. The OIG reported that applications for
free lunches have already declined as a result of the requirement
for social security numbers and the inclusion of a statement on the
application warning applicants that income information is subject
to verification.

No CBO estimates were requested for this proposal inasmuch as
such estimates would be based on specifics of day-to-day verifica-
tion procedures. These would have to be worked out with the De-
partment of Agriculture in consultation with the Office of Inspec-
tor General.

USE HISTORICAL RECORD FOR COMMODITY ASSISTANCE

As noted earlier, the commodity assistance provided through the
school lunch program is based on estimates furnished by each State
at the beginning of the school year.

USDA purchases the commodities for distribution in the school
lunch program based on these initial submissions. However, revi-
sions may be made during the school year to reflect changes from
the projected estimates. Since the amount of commodities to be dis-
tributed is usually determined at the beginning of the year, the
State may have received proportionately more or less than its re-
vised figures would warrant.

The Department has occasionally had to purchase more commod-
ities in order to insure that minimum levels of commodities are dis-
.tributed to each State in those cases where too few commodities
have been made available—adding to the cost of the program. If -
too much has been purchased and distributed, Federal dollars are
wasted. Some States may regularly overestimate their lunches in
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order to receive a higher allotment of commodities, and the State is
not required to repay the Federal Government.

Several alternatives to address these problems are available. One
would be to base commodity distribution on actual participation
levels in the previous year. This would reduce the likelihood of
massive overdistribution of commodities. While some States might
have declining school lunch participation, this formula would tend
to even out distribution—providing more stability and predictabi-
lity to both the Federal Government and State agencies.

A second alternative would be to provide that the value of any
excess commodities received by a State be subtracted from section
4 cash assistance to be distributed to the State. Therefore, the Fed-
eral Government would be protected against over. tatements of par-
ticipation. States that underestimate would receive either commod-
ities or cash in lieu of commodities to compensate for underesti-
mates.

ScHooL BREAKFAST PROGRAM

ELIMINATE THE SEVERE NEED SUBSIDIES FOR FREE AND REDUCED-PRICE
BREAKFASTS

The percentage of schools which have been designated as ‘“severe
need” and therefore eligible for the higher reimbursement rates,
has increased since the establishment of the “severe need” designa-
tion in 1973. This enhanced reimbursement funding was intended
to assist new schools eutering the breakfast program and schools
with high percentages of students eligible for free and reduced-
price meals. '

Inasmuch as State agencies were originally authorized to estab-
lish their own eligibility criteria for the designation of severe need,
many agencies chose the least restrictive guidelines in order to re-
.ceive the highest level of reimbursement available in the program.
Thus, in some cases, the criteria many not have accurately reflect-
ed need. The Omnibus Budget Reconciliation Act of 1981 effectively
eliminated the allowance for States to set criteria, and by July 1,
1984, the only criteria that will qualify a school for severe r.ed
will be that a minimum of 40 percent of lunches are served free or
at a reduced price and the regular reimbursement rate is insuffi-
cient to cover the cost of the program.

To a large extent, it can be argued that the severe need funding
has achieved the goal of assisting new schools into the breakfast
program. Given this, as well as the higher lunch payments, the 2-
cent differential, for schools with over 60 percent of Iunches served
at free and reduced-price levels and the protection of the free pro-
gram from previous budget cuts, it may now be appropriate to con-
sider eliminating severe need funding. Given the fairly stable
growth pattern in more recent years—even with severe need fund-
Ing encouragement—it may be that as many schools as plan to
offer a breakfast program have done so, and thus there is no need
to continue the “incentive funding.”

Elimination of severe need reimbursement rates would establish
one unified level of funding for the school breakfast program. Such
a change would allow {or the elimination of cost-based accounting
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required for severe need schools and would be consistent with the
1981 legisiation which eliminated cost-based accounting in other
nutrition programs. Currently, the severe need portion of the
breakfast program is the only child nutrition program which con-
tinues to require cost-based accounting. Cost-based accounting con-
tinues to be required for severe need payments because of the need
to show that the regular rate is insufficient to cover the costs of
the program. Other programs hzve become performance-based—
that is, a meal served will receive a specified Federal reimburse-
ment, regardless of the cost of preparation.

The impact on individual schools currently receiving severe need
funding would be offset by the reduced expense in recordkeeping
which would result from a conversion to the regular rates. The pro-
posal for eliminating severe need funding was included in S. 1254,
introduced by Senator Helms on May 21, 1981.

The elimination of the severe need funding would save the fol-
lowing, according tc estimates from the Congressional Budget
Office:

Savings in millions of dollars
Fiscal year:

1984 . 35

1985 35

1986 ... 40
ELIMINATE PARTICIPATION BY JUNIOR AND SENIOR HIGH SCHOOLS

A 1 earlier, participation in the school lunch program de-

cli. .ung older children, and among schools serving older chil-

dren.

One means of reducing the cost of the program would be to
target benefits to younger schoolchildren. This could be accom-
plished by eliminating the eligibility of junior and senior high
schools which constitute 13 percent and 14 percent of all participat-
ing schools in the school breakfast program. '

The Congressional Budget Office estimates that the savings re-
sulting from elimination of participation by such schools would be
as follows:

Savings in millions of dollars
Fiscal vear:
1954

CHILD CARE Foop ProGgraM: CHILD CARE CENTERS

ELIMINATE FOR-PROFIT CENTERS

The Omnibus Budget Reconciliation Act of 1981 reduced the
number of for-profit centers that could participate in the program
by providing reimbursement only for those where Federal funding
through title XX of the Social Security Act is received for at least
25 percent of children participated in the center. The Senate-passed
version of the 1981 Reconciliation Act had proposed elimination of
all for-profit centers, as did the House Budget Committee assump-
tions underlying the First Concurrent Budget Resolution.
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Elimination of for-profit centers would establish consistency
across all child nutrition programs. Nonprofit status is required of
all cther schools and institutions participating in other FNS pro-
grams. Elimination of all for-profit centers would save an addition-
al $3 to $4 million per year according to the Congressional Budget
Office.

Savings in millions of dollars

Fiscal year:
LO8G ottt sne s e s

W b SO

CuiLp Cagrk I'oop PrRoGuAM: Day CARE HOMES

FJIMINATE DAY CARE HOMES

In 1982, the adminisiration essentially recommended the elimi-
nation of the duy care home component of the child care food pro-
gram. This was the effect of the proposal to block grant the school
breakfast program with the child care food program, excluding day
care home costs, at 80 percent of the projected costs of those pro-
grains.

This program is prcjected to grow at a faster percentage rate in
the next 5 years than any other child nutrition program. CBO pro-
Jjects approximately 50 percent growth between 1983 and 1988, from
$101 million: to $154 million.

Inasmuck as 76 percent of the children served under this pro-
gram are from families with incomes above 130 percent of poverty,
and in view of overall fiscal restraints, there may be no need to
continue Federal funding for this program.

Those who are participating represent less than 7-8 percent of
children in day care homes, and only one-fourth of those are below
130 percent of poverty. The adverse effect on such families would
be ofiset by the fact that such families are already eligible for and
may be participating in the food stamp program. Additionally, the
adverse effect could be minimized by the transfer of such children
into participating child care centers.

Savings from total elimination would be as follows:

Savings in millions of dollars
Fiscal year:

LOB ot s e st st s e s ssenn s 110
LOBD oo s s s st ettt s s s s s s s se e s 120
LOBE cocrveirer vt sesssas sttt ssssssss st nanes 130

REESTABLISH A MEANS TEST

If day care homes are to remain in the program, the reinstitution
of a means test—similar to that in effect prior to May 1980, and to
that used in the child care centers—may be an appropriate means
of targeting Federal funds based on the actual financial needs of
recipients. This is the recommendation of the Office of Inspector
General if the program is to be continued.

This would have the effect of making reimbursement rates for
day care homes compatible with those for child care centers and
school breakfast and lunch programs as well.

Li6
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The Congressional Budget Office indicates that the reinstitution
of such a means test—assuming participation levels among income
groups as reported earlier, 64 percent paid, 11 percent reduced
price, and 25 percent free—would result in the following level of
savings over the next 3 fiscal years:

Savings in millions of dollars

Fiscal year:
P27 SN 45
1985 . . 50
1986.. 55

ESTABLISH A BLENDED RATE BASED ON CHAMNGES IN PARTICIPATION

A third option would be to replace the existing fixed reimburse-
ment rates with a new, uniform rate which reflects the dramatic
cF anges that have occurred in the income composition of the cur-
rent population served by day care homes.

A blended reimbursement rate based on the child care food pro-
gram rates for paid, reduced price, and free meals and snacks, and
reflecting the current population composition, could result in rates
more appropriate to the current distribution.

This option could include the authority of the Secretary of Agri-
culture to adjust the blended rate to reflect further changes in the
income composition of those served by the day care homes.

The ‘“blended rate’” method would be an easier option to
manage—by providers, sponsors, and State and Federal officials.
However, it still continues a significant subsidy to the 76 percent of
the population who participate and who have incomes above 130
percent of poverty.

No CBO estimate is provided; savings would be based on the level
of rates established under a blended rate system.

CHILD CarE Foop ProGraM: CHILD CARE CENTERS AND DAY CARE
HomMes

COMBIXE CHILD CARE FOOD PROGRAM WITH OTHER CHILD CARE
PROGRAMS

Because therz are other Federal programs for preschool children,
one possibility would be to combine the current child care food pro-
gram with these other child care programs, which are administered
primarily by the Department of Health and Human Services.

It has been argued that having all such programs administered
by the same Federal agency would enable Congress and the admin-
istration to have a better overall picture of the Federal benefits
being received by such child care institutions. Under the present
system, there is concern that several programs may be providing
funding for similar or identical purposes, thereby unnecessarily in-
creasing Federal expenditures.

The Head Start program and title XX funds are two possible
3rea§ with which the child care food program might be consoli-
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SuMMER Foobp SErvVICE PROGRAM

ELIMINATE THE SUMMER FOOD SERVICE PROGRAM

The Reagan administration recommended the elimination of the
summer food service program in both 1981 and 1982; its elimina-
tion was included in the Senate-passed version of the Omnibus
Budget Reconciliation Act of 1981. The House Budget Committee
had included an assumption in its first concurrent budget resolu-
tion that the program would be eliminated. However, the Gramm-
Latta version which passed the House did not contain elimination.
In conference with the House, the program was preserved by a
compromise eliminating private sponsors other than schools, with
the anticipation that the program would cost $567 million during
fiscal year 1982.. As noted earlier, however, fiscal year 1982 costs
were approximately $89 million.

Alternatives for the future of the program include, again, the
total elimination of the program. Because the program does not set
individual income criteria, there is no data currently available for
determining whether poor children are the primary users of the
program. There has also been no means of determining what alter-
native programs the same children may bLe using or have available
to them in addition to the summer food service. The program is dif-
ficult to administer effectively as evidenced by the reluctance of
States to administer it directly in over one-third of the States.
Total elimination would save the following amounts:

Savings in millions of dollars

Fiscal year:
1984 ...... 99
1985........ 105
1986 vovevrecerervnre s e 110

LIMIT PARTICIPATION TO SCHOOLS ONLY

The General Accounting Office [GAQ] has consistently recom-
mended that schools are preferable locations for summer food serv-
ice operations. This is because school cafeterias offer better food
storage and/or service facilities. The GAO and the Office of Inspec-
tor General of USDA have both recommended that schools be used
increasingly as the sites for summer food service programs. Schools
already serve 41 percent of all meals served in the program. Limit-
ing participation to schools only would primarily serve to improve
the integrity of the sites and the sanitary serving and storage con-
ditions, with a budget impact of $60 million annually.

Under an amendment offered by Senators Dole and Leahy to the
1981 Reconciliation Act, only school food authorities would be eligi-
ble to participate in the summer food service program. The amend-
ment was accepted during Senate consideration of the 1981 Recon-
ciliation Act by the full Senate, but was not included in the final
Reconciliation Act.

[NoTe.—The schools only provision was a l-year provision with
total elimination, mentioned earlier, scheduled for fiscal year 1983
unless further action was taken to extend the program.]

Savings from limiting participation to schools only are as follows:
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Savings in millions of dollars
Fiscal year:

1984 . 60
1985 60
1986 65

ADJUST REIMBURSEMENT LEVELS IN THE SUMMER FOOD PROGRAM

Another reform option would be to reduce reimbursement levels
more in line with the other FNS nutrition programs. Currently,
school lunch and child care food programs are reimbursed for free
meals at a basic rate of 126.5 cents per lunch, including commod-
ities, 60 cents for breakfast, and 35.25 cents per snack, in the case
of the child care food rrogram only. The following table outlines
the differences in existing reimbursement rates:

COMPARISON OF 1 83 SUMMER FOOD SERVICE RATES WITH OTHER FOOD AND NUTRITION SERVICE
REIMBURSEMENT RATES—JULY 1, 1982-JUNE 30, 1983

[In cents]
Maximum reimbursements Total maximum free rates Difference
(operating and in school
Administrative administrative) lunch,
breakfast  Rural and
Operating  Rural and Rural and and child selfe Other
selfe Other selfe Other care food  preparation
preparation preparation programs
LUnCH/SUPDRT covr et v 140.50 13.25 11.00 15375 15150 112650 22725 22500
Breakfast . 1825 125 575 85.50 84.00 360.00 1255 42000
SNACK ...oooveveveeveevearans s senseneesins 37.00 3.75 2.75 40.75 39.75 35.25 550 450

! Includes commodities. Reimbursement rates are 2 cents higher in schools where 60 percent or more of children are eligible for free and
reduced price school lunches.

2 Differences in reimbursement rates using Ihe 2 cent differential would be 255 cenls in self-preparation and 23 cents for ofhers.

3 Severe need schools have a reimbursement rafe of 72.25 cents per meal. Severe need schools are those which cannot afford 1o serve free and
reduced price breakfasts at the regular reimbursement rate, because over 40 percent of the children are eligible for free or reduced price funches.
because of unusually high preparation costs of local hardships, or because they are required by State law %o operate a school breakfast program.

lh‘ Differences in reimbursement rates using the severe need reimbursement rates would be 13.25 cents for self-preparation and 11.75 cents for
others.

Reducing the summer food service reimbursement rates to the
basic reimbursement rate level of other child nutrition programs
would result in savings of between $4 and $9 million per year.

Savings would vary according to when indexing would occur. For

example, the savings resulting from the reimbursement rates out-
lined above are as follows:

Savings in millions of dollars
Fiscal year:

1984 . 8
331 O ——— 9
1986 ..ooverercrcnncesnverenes 9

However, if the new summer rates were indexed in July—as are
the school program rates—rather than January, as they are now,
the savings would be reduced somewhat as outlined below:

Savings in millionsbnofdollars
Fiscal year: '
1984
LR
1986 ...everrererrerereneensenenes

T U
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INSTITUTE A MEANS TEST

One means of targeting benefits to low-income children would be
to establish a means test for individuals participating in the
summer food program. Current geographical eligibility does not -
necessarily limit program participation to low-income children. In
the existing program, only 14 percent of meals to children in camps
are reimbursed based on income eligibility. Application of the pvin-
ciple to other children may be feasible. This could be especially
true if sponsor participation were limited to schools, as noted in an
earlier option. The process of recordkeeping from the regular
school year through the summer would be administratively simple;
children who receive free (or free and reduced price) lunches could
be deemed eligible for summer food service program participation.
Because no data on income distribution of present participarion is
available, CBO was unzble tc determine a specific savings resuiting
from such a change.

CAP OR FREEZE EXPENDITURES

Another means of reducing the increasing Federal cost of the
program would be for the Federal Government to “‘cap” total Fed-
eral expenditures at a certain level. For instance, future spending
might be limited to the fiscal year 1982 level—approximately $89
million. The Federal Government would pay only up to the fiscal
year 1982 level o each State. Expenses above that level would have
to be borne by the individual States or nonprofit organizations. Ac-
cording to CBO, savings would be as follows:

Savings in millions of dollars

Fiscal year:
1984 10
1985 16
1986 21

DESIGN FORMULA TO PATTERN SCHOOL LUNCH PARTICIPATION

Because program participation is so heavily concentrated in sev-
eral urban areas—over 26 percent of the program is in New York,
California, and Pennsylvania—some formula might be developed to
provide individual State ceilings more in line with school lunch
participation in the free and reduced price categories. This ceiling
could be applied in the form of a cap on Federal reimbursements to
individual States or through allocation of block grant funds to indi-
vidual States, but based on school lunch participation rather than
historical summer food service records. This option could inost
readily be applied in conjunction with a ceiling on overall Federal
expenditures such as listed above.

SpeEciAL MILK PROGRAM

ELIMINATE THE SPECIAL MILK PROGRAM

As noted earlier, two administrations have recommended that
the special milk program be eliminated. Even with the changes
made to the program as a result of the reconciliation acts of 1980

2
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and 1981, the program continues to provide Federal assistance
without regard to need.

In addition to eliminating the Federal subsidy for nonneedy chil-
dren, elimination of the special milk program may cause schools
that are not now participating in the national school lunch pro-
gram to do so in order to provide greater service to needy chil-
dren—as well as nonneedy children.

Total elimination would save the following:

Savings in millions of dollars
Fiscal year:

e PN 21.2
1985 21.4
1086 23.6

ELIMINATE PAID CATEGORY

Another alternative would be to eliminate the “paid category,”
and continue the special milk program only for the small percent-
age of participating children deemed to be in need—that is where
household income is at or below 130 percent of the poverty level.
Such a reform would save approximately $60 million over the next
3 fiscal years as outlined beiow:

Savings in millions of dollars

Fiscal year
1984 e 19
1985 20
1986 21

ROLLBACK INDEXING OF PAID REIMBURSEMENT

Another, more modest, means of reducing the cost of the pro-
gram would be to eliminate the indexing of the reimbursement on
behalf of the paying student. Rolling back the reimbursement to
the 5 cents per half-pint level, without subsequent indexing, would
save approximately $9 million in fiscal year 1984 and $29 million
over the next 3 years as outlined in the following table:

Savings in millions of dollars

Fiscal year:
1984 9
1985 9
D 1 USSR 11

SpeciaL SUPPLEMENTAL Foob PRoGRAM FOR WOMEN, INFANTS, AND
CHILDREN, CoMMODITY SUPPLEMENTAL FOOD PROGRAM

The Congressional Budget Office estimates that the special sup-
plemental food program for women, infants, and children will cost
approximately $3.3 billion during the next 3 fiscal years if the pro-
gram continues to maintain its present rate of participation. In
order to provide nutritional and health care during critical times of
infant children’s growth and development while maintaining fiscal
responsibility, the following alternatives have been included.

Because the program is not an entitlement, program expendi-
tures could be reduced simply by lowering the appropriations
levels. Independent from budget reductious, or in conjunction with
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them, proposals are included which are designed to target benefits
to the most needy applicants. In some cases, changing eligibility
standards may not result in any net budget savings because sav-
irgs attributable to a change would be offset by increased partici-
pation levels among those who remain eligible. For instance, lower-
ing the income eligibility level would result in initial savings; how-
ever, these might be offset by increased participation among appli-
cants who remain within the eligible population. For this reason,
no CBO budget estimates are available for the individual options
contained in this section regarding the WIC and CSFP programs.

BLOCK GRANT WITH MATERNAL AND CHILD HEALTH

For fiscal year 1983, as noted earlier, the Reagan administration
proposed elimination of Federal funding for the categorical special
supplemental food program and the commodity supplemental food
program. Services provided by these programs would have been
made available by revision of, and additional funding for the ma-
ternal and child health block grant [MCH]. Under the proposal,
$625.5 million would have been added to funds provided to MCH,
increasing MCH's total fiscal year 1983 budget to $1 billion. States
would have been permitted to use funds for the broad purpose of
improving maternal and child health by using the funds for health
or nutrition services.

The revised MCH block grant program would have been admin-
stered by the Department of Health and Human Services. States
would have been allowed to determine the service they wished to
provide mothers and children and to determine eligibility stand-
ards and benefit levels.

The proposal to fold SSFP and CSFP into the MCH block grant is
consistent with the emphasis on maternal and child health cayre in
the authorizing statutory language for SSFP; SSFP’s stated pur-
pose is to serve as an adjunct to good health care, to prevent health
problems, and to improve the health status of poor women, infants,
and children. '

The concept of joint funding with similarly related health pro-
grams was also included as an option in a study done by the Con-
gressional Budget Office in May 1980.

It should be noted that conceptually, the idea of consolidation
has been supported by several program coordinators from the
States. However, the consolidation in combination with a 26-per-
cent reduction in funding was widely opposed by the States.

The high administrative costs of the existing program, 20 per-
cent, $193 million in fiscal year 1982, makes consolidation attrac-
tive from the Federal perspective. Inasmuch as federally funded ad-
ministrative costs of a separate program are high, however, some
Federal savings could be expected from a merger. A consolidated
block grant which would reduce overall Federal expenditures by a
lesser amount might attract greater State interest.

It should be noted that the maternal and child health block
grant has a requirement for State matching, while the proposed
consolidation grant did not. Some observers of the programs were
concerned that the elimination of the State matching require-
ment—currently 3 State dollars for every 4 Federal dollars—would
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result in States eliminating their contributions, or reducing them,
to such an extent that overall funding for the child and maternal
health and nutrition purposes would be reduced further than the
apparent 26-percent reduction of the administration’s proposal.

One means of alleviating this concern would be to replace the,
current $3 for $4 MCH grant with a consolidated grant requiring a
State contribution of $3 for every 10 Federal dollars. This configu-
ration presumes the 26-percent reduction in funding; if there were
a lower level of reduction, for instance a 10-percent reduction in
overall funding, a lower State match—approximately 1 State dollar
for every 4 Federal dollars—would maintain approximately the
same State contributions as now exist.

The matching requirements would have no impact on Federal ex-
penditures, but would ensure that States do not reduce the existing
expenditures made through the maternal and child health block
grant in the event of a consolidation with SSFP and CSFP.

LOWER INCOME ELIGIBILITY LIMITS

Another program change, wnich may result in savings or, at a
minimum, target benefits to poorer individuals would be a revision
in income eligibility standards for participation in SSFP. States
may now set the income eligibility limit at no less than 100 percent
of poverty and no more than 185 percent of poverty. A lower limit
could be set anywhere. For purposes of this discussion, we will use
13G and 150 percent of the poverty level are needed. .

There are at least two justifications for a change to 130 percent.
The first is contained in section 17 of the Child Nutrition Act of
1966 which authorizes the special supplemental food program. The
statute explains that the program is supplemental to the food
stamp program. Therefore, food stamp recipients are the group of
individuals which Congress intends to receive the benefits of the
special supplemental food program. For those other than elderly or
disabled, income eligibility for food stamps is set at 130 percent of
income poverty guidelines, therefore, income eligibility for supple-
mental benefits could be set at the same level, providing consistent
eligibility guidelines.

A second justification for setting income eligibility at 130 percent
is an interest in uniform standards for free assistance in the nutri-
tion programs. School lunch, school breakfast, child care centers,
food stamps and special milk all have established 130 percent of
poverty as the income ceiling for free participation. Participants in
these programs who have higher incomes are either not eligible or
must pay a full or reduced price for benefits.

An identical change in CSFP also would be consistent.

The savings from this adjustment in the SSFP and CSFP pro-
grams are uncertain. The priority system established in the cur-
rent regulations may result in lower income applicants being
served first, but there is no guarantee that they will. A lower
income cutoff would ensure that Federal benefits are focused on
the most needy.

Another variation on the same concept would be reduction in the
gross. income eligibility ceiling to. 150 percent of poverty. This
would lower the income somewhat for approximately 45 States.
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Five States already have income eligibility ceilings set at 150 per-
cent of poverty.

ESTABLISH REDUCED PRICE ELIGIBILITY

It has been pointed out that in most other child nutrition pro-
grams, recipients above 130 percent of poverty must contribute
some of their income for participation in the program. However, in
the WIC and CSFF programs no contribution is required of the
population between 130 and 185 percent of poverty.

One option would be to establish a fee for participation of those
individuals. Such a fee would also serve to encourage greater par-
ticipation among the lower income groups while requiring higher
income individuals to contribute toward the cost of their participa-
tion.

As noted previously, there is no assurance that a lowering of
income eligibility criteria will result in any savings. None would
result if additional low-income women and children come into the
program. While higher income individuals would be eliminated,
there: may be no net change in Federal expenditures, although
fhose expenditures would be targeted toward a lower income popu-
ation. ‘

LOWER MAXIMUM AGE LIMIT FOR CHILDREN

Another possible adjustment which may or may not have a
budget impact is to lower the maximum age limit which is current-
ly up to age 5 in SSFP and up to age 6 in CSFP.

Though the priority system may provide some degree of assur-
ance that infants and younger children are served first, this is not
guaranteed nationally.

Medical and nutritional experts believe that good nutrition is
most important during the first several years of life. The possibility
of lowering the age requirement was raised at oversight hearings
held by the Subcommittee on Nutrition in February 1982. Experts
concurred that nutrition, and the benefits of the program, were es-
pecially important during the first 2 years of life.

Vihile information is available on the total number of children
aged 1-5 participating in the program—=50 percent of all program
participants—there are no national figures on the individual ages
of children participating within this age range. -

Lowering the age to 2 or 3 in both SSFP and CSFP would target
benefits to young children during the years when good nutrition is
especially important.

Children above age 2 or 3, if removed from eligibility, would
continue to be eligible for participation in the child care food pro-
gram which also provides nutritional assistance to predominantly
preschool children.

LIMIT PARTICIPATION TO SPECIAL SUPPLEMENTAL FOOD PROGRAM OR
CHILD CARE FOOD PROGRAM

Another option would be to preclude participation by children in
both the WIC program, which permits participating children up to
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age 5, and the child care food program, which permits by children
up to age 12.

It is not known how many children receive benefits under both
programs. However, given the high priority for mothers and in-
fants in the WIC program, lower priority groups, such as small
children who are receiving benefits under another nutrition pro-
gram could be eliminated from WIC participation. The most likely
program in which such children would be participating would be
the child care food program.

As with other options, such a reduction would permit a retarget-
ing of benefits to higher priority WIC participants.

REDUCE ADMINISTRATIVE FUNDING

Current law establishes that 20 percent of funds be used for ad-
ministrative costs in SSFP and 15 percent of the amount appropri-
atSed for the provision of commodities to State agencies in the
CSFP.

The percentage of funding which is permitted for administrative
purposes in these two programs is the highest of any Food and Nu-
trition Service program.

Currently, administrative costs include cosis associated with nu-
trition eligibility certification, monitoring, startup costs of new pro-
grams, printing costs for eligibility vouchers, and staffing costs.

Administrative funding for SSFP was originally 10 percent when
the program was begun, and legislation in 1975 increased this to 20
percent.

A reduction in administrative funding from the current 20 per-
cent to 15 percent would save approximately $50 million per year. .
A reduction to the original level of 10 percent would save approxi-
mately $100 million per year.

To offset the loss of Federal admiinistrative funds, some of the
federally imposed administrative requirements could be reduced
and/or States could be required to provide matching funds for ad-
ministrative costs. Some potential reductions in current adminis-
trative requirements, identified by the Library of Congress, in-
clude:

Elimination of annual State plan requirement and sub-
stitute either a biennial requirement, or a requirement
thgt only revisions or changes in the State plan be submit-
ted;

Require quarterly instead of monthly participation and
financial data reporting; or

Eliminate dual recordkeeping requirements where recip-
ients receive both SSFP and health services from the
agency. :

Such changes could help State and local agencies absorb some of
the loss of Federal administrative funding. Other current require-
ments which could be eliminated would be the outreach activities
designed to expand participation and the requirement that one-
sixth of-administrative funding be spent on nutrition education and
that fair hearings be held for denial of benefits—even when the
denied individual is categorically ineligible, such as children over
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age 5, women who are neither pregnant nor mothers, men, et
cetera.

Another option identified by the Library of Congress, which
could be undertaken independently, or in conjunction with a reduc-
tion in Federal administrative reimbursements, would be to require
a State match for administrative funds. For example, if Federal ad-
ministrative funding were reduced from 20 to 15 percent of total
funds, a State matching requirement of $1 for each $3 in Federal
funds would make up the difference. The fiscal year 1983 savings
from such a reduction would be approximately $51 million, which
is the same amount the States would have to provide under a 1-to-3
matching requirement. If administrative funding were reduced to
10 percent of total funds, Federal saviangs would be approximately
3102 million in fiscal year 1983, which could be replaced by the im-
position of a 1-for-1 State matching requirement.

DIRECT DISTRIBUTION OF INFANT FORMULA

According to the September 1982, report by the Office of Inspec-
tor General of USDA, significant savings could be achieved by na-
tional conversion to direct distribution of infant formula.

- The largest part of the curremt budget, is spent for infant formu-
la, the largest single food item purchased under the program.

The OIG reported that infant formula costs were 53 to 68 cents
per 13-ounce can higher in retail stores than for similar size cans
purchased directly from manufacturers.

The OIG recommended that FNS implement a nationwide direct
purchase and distribution system for infant formula, contending
that to do so—based on their audit findings—could result in signifi-
cant savings or permitting program expansion.

As noted in the program description, FNS has questioned these
findings and the advisability of mandating nationwide direct distri-
bution. There may be some degree to which direct purchase and
distribution of infant formula would be practicable and budgetarily
sound in certain areas.

ESTABLISH NATIONAL NUTRITIONAL RISK DEFINITION

The General Accounting Office recommended in 1979 that the
Food and Nutrition Service work to develop uniform standards and
criteria for determining what constitutes bona fide nutritional
health risk for different categories of program participants. No
suchdclarification or strengthening of the definitions has been
‘issued.

The General Accounting Office had recommended that such
work be undertaken in collaboration with what is now the Depart-
ment of Health and Human Services and recognized professional
groups such as the American College of Obstetricians and Gyne-
cologists and the American Academy of Pediatrics to develop uni-
form criteria.

The General Accounting Office noted that ‘“Such criteria should
be uniformly applied across the board to ensure equitable and con-
sistent treatment of the program’s target population.”

As GAO noted, under the current system of varying definitions
of nutritional risk,
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* * * an applicant considered to be at nutritional risk, and
eligible for the program in one State could be considered
not at nutritional risk and therefore ineligible in another
State-—depending on the criteria applied.

ELIMINATE GEOGRAPHICAL DUPLICATION BETWEEN WIC AND CSFP

As noted in the program descriptions, both the WIC and CSFP
programs are designed to serve pregnant women and mothers,
their infants, and children are permitted to operate in the same ge-
ographical area although participation in both programs is prohib-
ited.

Because of the high administrative costs of both programs—20
percent in the WIC program and 15 percent in the CSFP—one pos-
sitle option would be to restrict the CSFP to only those areas in
which the WIC program is not operating. No savings would result
if there were a corresponding increase in the WIC program in
those areas where CSFP was eliminated. However, this would
ensure that the maximum amount of funds are targeted to actual
reciplents rather than being used on duplicative administrative
costs.

NUTRITION EpUCATION AND TRAINING [NET]

ELIMINATE NET GRANTS

The Reagan administration has twice recommended the elimina-
tion of the NET program. Instead, Congress reduced its funding to
the present level of $5 million. .

It was argued that the program has met the original objective of
encouraging curriculum development of nutrition education.
Having succeeded, it could be eliminated.

Savings would be as follows:

Savings in millions of dollars

Fiscal year: Amount
198 e
1985...
1986 .ot

[SIRIR]

STATE ADMINISTRATIVE EXPENSES

ELIMINATION OF STATE ADMINISTRATIVE EXPENSES

The program was initiated in 1966 to provide additional Federal
funding to assist States in providing technical assistance and super-
vision of the child nutrition programs, Now that operation of the
program is well underway, it may be questionable how necessary is
the continued Federal funding of such activities, particularly tech-
nical assistance. Federal funding may be merely substituting for
State dollars which otherwise would be spent on statewide adminis-
tration.

States operated the school lunch program without such Federal
expenditures prior to 1966, and would likely be able to do so again.
Elimination of Federal funding for State administrative expenses
would save $48 million in fiscal year 1984, as outlined below:
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Savings in millions of dollars

Fiscal year: Amount
1984 48
1985.. 49

EXPENSES BASED ON FREE OR BOTH FREE AND REDUCED-PRICE LUNCHES
ONLY

Because the najority of expenses incurred by States are associat-
ed with the largest of the child nutrition programs, the school
lunch program, it may be reasonable to use that program as the
sole basis for State administrative expenses—if such expenses
continue to be reimbursed by the Federal Government. Such a pro-
posal would reduce the complexity of the calculation of the State
administrative expenses.

To make administrative expenses reflect the proportion of needy
students only, it may be appropriate to base any reimbursement on
the number of free or both free and reduced-price lunch meals
served. Such a reform would make the program more needs-based,
rather than providing across-the-board funding.

CAP OR SET AUTHORIZATION LEVEL FOR STATE ADMINISTRATIVE
EXPENSES

Another method for increased simplification and budget savings
would be to set an authorization ceiling, and then apportion indi-
vidual State allotments according to historic participation records.
For instance, a set authorization level of $20 million would save
$28 million in fiscal year 1984. That amount could then be distrib-
uted to the individual States based on previous participation
records. If a State had received 1.5 percent of the total SAE in the
previous fiscal year, it could receive 1.5 percent of the $20 million.

This option could be combined with the above option, using
school lunch participation as the sole determinant of State admin-
istrative expenses.

128



GENERAL ISSUES FOR CONSIDERATION

The following sections deal with general characteristics about
the child nutrition programs which may attract future congression-
al attention, but for which specific legislative options have not been
included in this committee print.

MuLtiPLE PROGRAM PARTICIPATION

As noted in the preceding descriptions of eligibility criteria, in
only two instances does participation in one FNS program preclude
participation in another program. Since 1982, schools or other eligi-
ble institutions that participate in the special milk program may
not participate in any other Federal meal service program—school
breakfast, school lunch, child care food, or summer food service.
Additionally, an individual may not participate simultaneously in
the special supplemental food program for women, infants, and
children and in the commodity supplemental food program.

In all other situations, eligibility for, or actual participation in,
one program in no way restricts eligibility or participation in an-
other program.

While this committee print has not focused on the food stamp
program, also administered by the Food and Nutrition Service, the
same is true—participation in any child nutrition program does not
preclude participation in the food stamp program, or vice versa.

The food stamp program is generally available to families who
meet a 130 percent of poverty gross income test, as well as other
criteria regarding assets and work registration which are not im-
posed in child nutrition programs. Additionally, there is a higher
poverty level income eligibility standard for_households containing

an elderly or disabled member in the food &%.mp program.

For instance, there is no restriction priventing schoolchildren in
a family from participating in one or both school meal service pro-
grams even if the family receives food stamps. Food stamp benefits
are predicated on three meals prepared, though not necessarily
eaten, at home. For students who receive both food stamps and free
school lunches, the Federal Government partially subsidizes four
rather than three meals each school day. Indeed, the estimate from
the Department of Agriculture is that approximately 35 percent of
all food stamp households contain students who participate in the
school lunch program or, conversely, that 62 percent of children re-
ceiving free lunches are from families receiving food stamps.

[Note.—The Reagan administration proposed in its fiscal year
1982 budget to eliminate this situation by reducing food stamp
benefits to families with students in elementary and secdndary
schools. However, this proposal was not enacted.] )

(125)
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The age of children and income level of their families are the pri-
mary determinants of the number of programs in which a family
may be eligible to participate. The following tables outline the
maximum possibilities for nutritional assistance under several
income poverty standards existing in the current programs.

POSSIBILITIES FOR MULTIPLE PARTICIPATION IN EXISTING CHILD NUTRITION PROGRAMS

Fsp wIC CCrp SBP NSLP SFS SMp 2

At or below 130 percent of poverty:
Adult X
Pregnant or lactating mothers only .............

Children 5 and under .... X X X

Children 5 to 12.... X X X X X

Children 12 10 18..... oo . X X X X X
Between 130 and 185 percent of poverly:

Adult (2)

Pregnant or lactating mothers only ........cccoceemnriie X

Children 5 and under X . SOOI X X

Children 5 to 12 I ¢ X X X X

Children 12 to 18 X X X X
Above 185 percent of poverty:

Adult (2)

Pregnant or lactating mothers only

Children 5 and under ...... X X X

Children 5 to 12 X X X X X

CHIGEN 12 10 18.ouuueic e risst s s X X X X

v As noted previously, institutions may not participate in both the special milk program and other meal service tinwglams. 1t is possible, however,
that a child under age 12 could participate in special milk at school and then receive assistance from the child care food program after school
when snacks are provided. or before school with a breakfast. .

2 Some elderly and disabled adulls may have Eross_ incomes abave 130 percent of poverty and would be eligible because of the higher income
ceilings which apply for households containing such individuals.

Note: FSP—Food stamp program. WIC—Special supplemental food program for women, infants, and chitdren. CCFP-—Child care food program.
§8P—School breakfast program. NSLP—National schoo! |ynch program. SFS—Summer food service program. SMP—Special milk program.

As the above tabie demonstrates, some individuals, particularly
children from households with gross incomes below 130 percent of
poverty, may be eligible for as many as five separate programs.
However, very little information is available from the Department
of Agriculture to determine how extensive may be the actual prac-
tice of participating in several programs. With the exception of the
food stamp/school lunch participation previously cited, no data has
been collected to determine the degree to which eligible households
actually participate in more than one program.

One specific “multiple participation” option has been included in
the options section of this committee print—that of limiting children
under age 5 to either the children care food program or the WIC
program, but not both.

The issue of multiple participation is one which may attract in-
creasing attention in view of concerns about overall Federal ex-
penditures and about targeting program benefits.

DuaL Sources oF FUNDING

One concern that has been expressed in several recent reports is
that of dual reimbursement. The potential for abuse due to dual
funding sources is being examined as auditors within the Office of
Inspector General of USDA assess the bookkeeping of various orga-
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nizations participating within programs operated by the Food and
Nutrition Service.

The Office of the Inspector General and the Food and Nutrition
Service have investigated cases in which providers submitted
claims for the same meals under two FNS programs. These are
clearly unlawful, and prosecutions have been pursued.

However, another form of dual reimbursement which may be in-
creasing occurs when a provider receives funding from FNS and
another Federal or a non-Federal source for the same meal service.
For example, the OIG recently concluded that summer food service
providers may be receiving Federal funds from both the summer
food service and from the upward bound programs. Upward bound
is operated by the Department of Education. See OIG semiannual
report for the 6 months ending March 81, 1982.

The same dual reimbursement question arose in the case of day
care centers which receive funding under title XX of the Social
Security Act as well as from the child care food program, resulting
in multiple reimbursements from two agencies of the Federal Gov-
ernment,

According to the Inspector General, one recent audit “disclosed
that Federal agencies do not have an effective method for ensuring
that grantees did not budget the same costs to more than one Fed-
eral agency.”

The Inspector General specifically cited one child care center in
which over $200,000 in duplicated costs had been charged to more
than one Federal program, noting that over $58,000 of those dupli-
cated charges had been fully reimbursed by the agencies involved.
See Joint Inspector General’s report on Multi-Funded Agencies,
January 19, 1982.

[NoTe.—This same question may be involved with private fund-
ing as weil. For instance, most for-profit child care centers charge
based on full child care service. However, if they are participating
in the child care food program, they will receive Federal subsidies
for the meals provided.] -

The OIG has been working with the Food and Nutrition Service
and other agencies to develop administrative remedies to ensure
that the same program costs are not billed to and paid for more
than once by different Federal agencies. It may be that a specific
legislative initiative is necessary to prohibit such dual reimburse-
ments at the taxpayer’s expense.

New FEDERALISM

The Reagan administration was involved in discussions through-
out 1982 with State and local officials about its initiative, broadly
defined as “New Federalism.” Under the proposal as first outlined
by the President early last year, the Federal Government would
turn back certain programs to the States as well as certain sources
of funding. The Federal Government would also assume certain
other programs, the operation and cost of which are currently
shared between Federal and State governments.

The administration’s talks with State and local officials - have.
been a part of discussions to sort out and redefine the activities
most appropriate and suitable for the Federal Government and
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those most appropriate and suitable for State and local govern-
ments.

The administration included within its talking points last
summer a proposal that all child nutrition programs with the ex-
ception of the special supplemental food program for women, in-
fants, and children be part of the turnback to the States.

The concept of “New Federalism’ with respect to the child nutri-
tion programs is not discussed in this committee print inasmuch as
such consideration would be influenced largely by its context in an
overall “New Federalism” proposal.

O
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