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OVERSIGHT ON ALTERNATIVES TO COMMODITY
DONATION IN THE NATIONAL SCHOOL LUNCH
PROGRAM

THURSDAY, MAY 15, 1986

. HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE oN ELEMENTARY, SECONDARY,
AND VOCATIONAL EDUCATION,
CoMMITTEE ON EDUCATION AND LABOR,
Washington, DC.

The subcommittee met, pursuant to call, at 9:35 a.m., in room
2175, Rayburn House Office Building, Hon Augustus F. Hawkins
(chairman of the subcommittee) presiding.

. Members present: Representatives Hawkins, Ford, Goodling,
Fawell, McKernan, Armey, and Gunderson.

Staff present: John F. Jennings, counsel, June Harris, legislative
specialist; and Mary Jane Fiske, Republican senior legislative asso-
ciate.

Chairman HAwkiNns. The Subcommittee on Elementary, Second-
ary, and Vocational Education is called to order.

he meeting this morning is on the School Lunch Program, and
at the request of Congressman Ford and Congressman Goodling,
both of whom are here with us today. This hearing was called to
discuss specifically a recent study conducted by the Department of
Agriculture, and other matters.

Aud at this time the Chair would yield to the two gentlemen
named to indicate the nature of the hearing and what motivated
them to ask the Chair to call this meeting this morning, whick the
Chair was delighted to do.

Mr. Forp. Mr. Chairman, first I would like to apologize in ag-
vance, at 10 o’clock I have to go to the floor to get unanimous-con-
sent request to file a report on the pension bill, and I will return as
quickly as possible. But T want to thank the chairman for calling
this meeting. Mr. Goodling and I have been interested in this issue
for a number of years.

. It has been an extraordinarily controversial issue over the years,

and has demonstrated to me, quite frankly, degrees of selfishness
on the part of people involved in this process at all levels that I
didn’t, prior to this, know existed. I thought people were just ister-
ested in feeding kids. I was pretty naive about that.

There has been a great deal of misinformation attached to this,
and it doesn’t seem to matter, incidentally, whether we have a
Democratic or Republican administration running the ¥epartment
of Agriculture. They clcsed their minds to any new thoughts a
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number of years ago, and it doesn’t seem to make any difference
who is over there, you can’t reopen the door to talk to them.

Now, the best we were able to do in 1981, was to get a study au-
thorized, so that we could find out what would happen in those
school districts that wanted to exercise an option to either take
cash in lieu of commodity, or commodity letters of credit. There
was a long, bitter fight even to get the limited number of pilot
projects that were provided for in 1981, because there are those
who believe that the ancient system of propping up farm prices
with Department of Agriculture purchases was threatened, and
that we were threatening a basic fundamental right of American
agriculture, at least big agriculture, as supported by these pro-
grams.

On the other side, there were people who felt that school dis-
tricts, Farticularly in my Eart of the country, and in Mr. Goodling’s
part of the country, that have access to commodity markets, where
they look at us and think we are kind of silly for sending them old
materials that have been in storage for a year, when new materials
are being given awa%, literally, in the local marketplace. And that
they really ought to be able to use their good sense.

e did some studies prior to 1981, which indicated that many
school districts, particularly the larger ones, counld save a tremen-
dous amount of money by being permitted to use one, or both of
these alternatives, primarily school districts like Detroit, which
spends a {remendous amount of money reprocessing the commod-
ities that are received. And this happens all over the country. We
had testimony from Idaho, from California, from throughout the
country, people talking about how much they put into warehousing
and processing in order to use the commodities as they are received
from the Department of Agriculture, and how much they could
save.

One example, Mr. Chairman, is that every fast food restaurant in
the Detroit area can call up any number of suppliers and say “We
want x number of hamburger patties weighing 4.5 ounces, or 8%o
ounces, or whatever fini.e measure they want, delivered to each of
the following cddresses, between the hours of—and give them a
front and back number, and it will be done.”

On the other hand, the Department of Agriculture comes in and
gives them a 75-pound block of frozen hamburger which they then
have to take, process with their own labor, and keep, and redistrib-
ute in little hamburger patties to the various schools throughout
the district ‘that have the facilities for cooking. School districts
think that is kind of silly, that everybody in private enierprise can
do it, but USDA can't do it. .

When you translate the cost, you find that it doesn’t save the De-
partment of Agzriculture budget any money to let them buy locally,
it does save the achcol district money to let them do that. And that
really gets to be the place where we see a degree of bureaucratic
obstinance that stands in the way of sound sense.

If you can demonstrate that you save the Department of Agricul-
ture money, it is a good savings. But if you are saving a local
school district or a State money, that’s not a good saving.

I have, personally, not been able to accepi that kind of reasoning.
The several disagreeing factions have come to an agreement impos-
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ing a sort of moratorium on this fight, while we were tryingBto get
H.R. 7 agreed to, and we are still in conference over that. But we
aren't here today to press the fight, as such, but to find out what in
the world has happened to the pilot projects,

We understand that last month tge USDA transmitted its final
report of a 8-year study, and the report shows some things on the
positive side, some things on the negative side. We felt that we
wanted to be able to ask some questions about what this really rep-
resented.

And I look forward to hearing what the witnesses who have been
called here {oday have to say.

Chairman Hawkins. The Chair gields to Mr. Goodling,

Mr. GoopuING. Thank you, Mr. Chairman,

T would just add one thought to what mi colleague from Michi-
gy Jaid. In our attempt to do something that aﬁ)peared to be logi-
cot and practical—and a commonsense approach—we also had an
awful lot of opposition from those in your ranks over the years.
This made it very difficult to move ahead, because they had been
sold the idea that, if you put something out there in cash, they will
take that away from you, but they can’t take the commodities
aw‘%y from you.

ell, that isn’t necessarily the way it works. And the school food
service people like to think that I have come a long way in 12
years, and I like to think that they sure have come a long way in
12 years, also.

It is just so silly to ship Washington State apples into the 19th
Pennsylvania Congressional District which happens to be one of
the apple capitals of the world. Now, they don’t ship them quite as
far, apples come in from Virginia. Or to ship Pennsylvania applies
to Virginia, which likes to think it is the apple capital of the world,
too.

And then to ship in meat from across the country, and then send
it out and process it. In the meantime, the Government stores it,
tlﬁ State government stores it, somebody ships it, and it is just all
silly.

And I am glad that we have had a study now, and I hope we can
move forward, so that those who want to go this route can go this
route, Those who still have that idea that, somehow or another,
they are going to lose something, if they don’t stick with commod-
ities—can have commodities.

As Bill said, it doesn’t matter which administration is here, we
can’t seem to make the Department of Agriculture think in very
realistic and practical terms.

But, on the other hand, they haven't solved any problems in the
agricultural area either in the last 50 years; they just keep getting
worse and worse and worse. And I happen to think that the Feder-
al Government probably had something to do with that.

So, I am anxious to hear your testimony. I have a lot of questions
to ask. Like Bill, I have to apologize because I am going to be run-
ning in and out, I have to testify before the Interior Committee, be-
cause .I think the people who are responsible for our national
parks, get their promotions according to the amount of land they’
can lpurchase. Right now, we have 8,600 acres to commemorate the
Civil War in Gettysburg. They seem to think 3,600 acres isn’t
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enough—if some Yankee or some Rebel soldier stepped on ground
somewhere, they have to purchase it and preserve it forever. It
doesn’t help the tax base back home; it doesn’t help the farmers,
they can’t buy the land—it is just a crazy thing.

So I think that is how they get promoted, and so I have to go
downstairs and try to stop that, too, today. But I am anxious to
hear your testimony. I am anxious to at least get the responses to
quite a few questions that I have to ask.

Thank you,

Chairman HAwkiNs. Mr. Goodling, we have a Watsonville, CA
that has much better apples than either of those puny ones that
you mentioned.

Mr. GoopLING. I will bring you some.

Mr. Forp. I am surprised California and Pennsylvania even men-
tion apples in the presence of Michigan, where the real apples
come from.

Mr. GoopLING. You are the cherry State.

. Chairman HAwkiINs. At least you are west of the Mississippi,
aren’t you? [Laughter.]

Chairman HAwkINs. The witnesses will be called in a panel, in-
cluding Ms. Dorothy Van Egmond-Pannell, director of the food
services, Fairfax County Public Schools of Virginia. Would those
whose names are called, please be seated at the witness table—MTr,
William Verrill, director of food services, Portland Public Schools,
Maine, and Mr. Gene Miller, school food service director, School
District of Lancaster, PA.

I understand that one of the witnesses happens to be a constitu-
ent of one of the members of the subcommittee, Mr. McKernan.
May I yield at this time to Mr. McKernan, who may wish to sup-
plement the introduction of the witnesses, before the committee.

Mr. McKernan, you are recognized.

Mr. McKerNAN. I want to thank you, Mr. Chairman, especially
. for conducting this hearing, and for having the foresight to invite
Bill Verrill, from Portland, ME, as one of the witnesses. He is one
of the leaders in this whole area, and has been one of the people
who has had, perhaps, one of the most trying experiences with the
study. I am pleased that he will have an opportunity to bring the
subcommittee up-to-date on exactly what the problems were in
Portland, and what he sees as the opportunities for making this
program run even better.

Thank you, Mr. Chairman.

Chairman Hawkins. Thank you.

Ms. Pannell, we will begin with you as the first witness. We look
. forward to your testimony.

STATEMENT OF DOROTHY VAN EGMOND-PANNELL, DIRECTOR,
FOOD SERVICES, FAIRFAX COUNTY PUBLIC SCHOOLS, VA

Ms. PANNELL. Thank you, sir.

Mr. Chairman, and members of the committee, I appreciate the
opportunity today to share with you some of the experience we
have had as testsites in the alternative for the commodities study.

I am Dorothy Van Egmond-Pannell, director of food services, for
Fairfax County Schools in Virginia.

8




b

We serve over 100,000 customers a day, including the students at
175 schools and centers, children at 24 daycares, and senior citizens
at 14 sites. Managers from several of these schools are here today,
along with my deputy superintendent. ,

Also, in our audience today are many directors and assistant su-
perintendents from all over the country that have been a part of
this test site study. They have brought with them statements that
we would like to leave with you, if you would accept them.

Chairman Hawkins. Without objection, all of the statements re-
ferred to will be included in the record at the point following the
testimony of Mrs. Van Egmond-Pannell. And, also, may the Chair
remind the witnesses that we will have all of their statements in
their entirety included in the record, so they need not wade
through any lengthy statements, but deal with the highlights, and
that way we will get an opportunity to question the witnesses, and
perhaps, bring out the most significant facts.

Thank you.

Ms. PANNELL, Thank you, Mr. Chairman.

I will just hit the highlights in my testimony. I started in favor
of commodities in 1960, while I was a graduate student at the Uni-
versity of Mississippi, I did my research at that time on ways of
using commodities. .

In 1970, there was a group of people that started to question the
commodities being really good purchases. And I am afraid, Mr.
Goodling, I was one of those 1;;eople that have come a long ways,
because I very much opposed that.

I happened to be working for the USDA at that time, for 1 year
on an Intergovernmental Personnel Act, and you may recall, we
served you lunch over there, making commod,;ties look the very
best they could.

Fairfax County entered this study sure that an alternative could
not work. I wanted to prove that it could not work. I am here today
to tell you that an alternative to the commodities can work, has
worked, will work.

We have outgrown that program that started in 1937. I have
never seen a program change so little as has that program’s admin-
istration of it, the foods they purchase, as has the commodity pro-
gram. We think it hinders progress of some school districts. It may
work well for some, but others it may not.

We would like to see a local option made a nationwide choice.
Your committee has allowed day cares, senior Citizen Nutrition
Programs, and Summer Feeding Programs an option for years.
Congress, in the 1970’s even agreed that the State of Kansas, all
school junch programs could receive cash.

We don’t quite understand that, and we would like to be one of
them. However, we are not asking you to go that far, because we
believe the money should be tied to the agricultural market. We
know that the commodity letter of credit could tie itself beautifully
to relieving food from the market.

I think the study has shown at least two definites and one which
is questionable at this point. The agricultural economies found no
negative effects on agriculture, if we were with a letter of -redit.
The quality control experts came to our schools, took samples of
products that we had purchased, they found no negative effects on

o
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the quality of the food that we would serve students, if we pur-
chased the food. '

As a statement in the most recent version of the study that
really disturbs me that says that we served more sodium in our
foods than did other sites. I am here Lo tell you that no one, no one
collected any data that could tell nnybod}' how much salt was in
any diet served by any site in that study. It is purely assumptions,
and there is no fact behind that statement.

We have reduced, in fact, the salt, the sugar and fat content of
our lunches during this period of time. Those questions were never
asked us. The data we turned in did not include any recipes that
told how much salt, or how much salt was being purchased.

We think we l;roved some facts about the present Commodity
Program. We believe the Commodity Program is too costly for
many of us, that the donated foods are too difficult to use for many
of us, that the Commodity Program makes it impossible to plan.

Mr. Ford beautifulli; noted some of those difficultics that we
have with planning. The Commodity Program increases waste and
lowers student acceptance. The Commodity Program imposes an
unnecessary burden on school districts, and we are not sure why.
We really do not see a good rationalization. The Commodity Pro-
gram prevents school districts from doing business locallX.

I agree with you, apples coming to us that are already too ripe,
that have traveled 1,000 or 2,000 miles when we have apples in
Virginia, on the trees rotting, we have trouble with. We would like
to purchase those apples locally, and still remove foods from the
market.

Back when this study started, we were still preparing foods from
what they say is scratch. We were making our own pizza, we were
making our own breads. We were paying $2.33 an hour, today we
pay $4.77 plus 30-percent fringe benefits, We have 75 'vacancies
E}ﬁat we cannot fill. We need our starting salary to be much higher

an it is.

As a result, we have to reduce the number of poople. There is not
the people in our particular area right now to fill those jobs, the
demands are so great.

I have shown in example A in my testimony how much it costs
us to prepare hamburger rolls, using Government commodities and
putting a value, a fair market value to the commodity. We found
that when we prepared—made the rolls ourselves, it would cost us
13.8 cents whereas when we bought them on bid, we could buy a
roll that our students recognized as being what the fast foods were
serving, and was more acceptable to them, for 5 cents.

Across the country labor costs are escalating much faster than
are our food costs. Many school districts are using as much as 60 to
70 percent of their income for labor. I predict if something is not
chanfed with thks Commodity Program, if they are forced, these
small school districis, to continue to prepare food from scratch, or
to bake rolls with flour and the basic products, that we are going to
{)rice ourselves out of business, We are going to destroy the school
unch program—Ilabor costs alone will do it.

Why do we like CLOC? We believe it is a viable option. It in-
creases for us the acceptability and the variety in menus. It in-
creases the income to our.school food authority, to our local region.

. ;10
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It gives us increased buying power. It increases flexibility. It in-
creases our 3pnlity control, It increases our participation. I have
cited school district after school district, and our other statements
will also confirm this, that we did see an increase in participation.

Sometimes the study did not pick this up as well as we felt it was
happening.

The increased inventory control, we were able to reduce the
amount of food that we had in inventovy, by almost $1 million at
the end of the school year. It is an increase in fairness to the
farmer, the local farmer, to the distributors and to the brokers that
Wwe are turnin%to for 70 percent of our food.

Sometimes USDA would buy foods that were already in short
supply, such as pears 1 year. The distributor who had estimated his
need, based on our bid contracts in this metropolitan area, had pur-
chaged several truckloads, so that he could meet his contract,
USDA bought pears. He ended up with a warehouse full of pears.
He was trying to respond to our bid cowtract, but we could not hold
up our end of the contract, because we had received the Govern-
ment pears.

So, In fairness to our people locally that we depend on for 70 per-
cent of our food, we have been able to reduce our costs in labor. We
have reduced food costs, we have reduced our storage and delivery
costs tremendously. We have reduced the inventory, as I stated ear-
lier, and we have reduced hassle.

To try to feed 100,000 customers a day, students that are coming
from all different walks of life is no easy job. Add to that not know-
ing when you are going to get your food. Come to work on a snowy
morning and find five car loads backed up to be emptied—you did
not know they were coming, fozen food. You have turkey on your
menu, you are told you are going to get whole turkeys, and they
are going to come in plenty of time.

Thanksgiving comes, we have no turkeys. We get them after
Thanksgiving. Those are problems. But a hassle is when you have
got ground beef from the Government, and you get an emergency
notice that it has been recalled. That is the only ground beef you
. have, and to take ground beef off the menu that you have planned
for the next day, that is a real hassle.

We have reduced waste, plate waste, as well as commodities that
have gone to waste in warehouses. We have reduced the prices
charged students. We charge our students 75 and 85 cents. We
have not gone up since the 1981 school year.

I have shown on page 6 in my testimony the percentage of
income spent for food, and the percentage of income spent for labor
over periods of years. We are concerned about the study not reflect-
ing as much what our savings were. I don’t know if it is because of
how complicated that is, the fact that all the time our employees
were getting raises, we had to consider that as an increase. But if
you did not have to increase that percentage of your income being
spent that the raise was, then that was a savings.

And so I am not sure if those were factored in. So, I present
those two graphs just for your information.

There are many skeptics out there, as Mr. Goodling said, among
our own. And then we do have the administration that seems to
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oppose what we are trying to do. I have addressed some of those
concerns, and I just want to quickly highlight a few,

There is a concern that USDA can remove surplus foods quicker
than we can, and that a CLOC Program could not remove them
quickly enough. The study shows that specific foods can be re-
. moved and removed rather rapidly. We had salmon on our menu,
serving it bofore the school districts around us knew that they
were going to get it. So, if the system is computerized, we can
remove things much faster than USDA can.

We may have a political regime process to go through to get fond
on bid, but we can move a little bit faster than USDA can. So, I
can assure ynu can remove—and this is true across the country.

There is a concern that USDA would provide better quality foods
than we would. And quality is in the eye of the beholder. What our
students may consider quality may not be what you consider qual-
ity. But after all, we have to meet the demands of our local school
districts, and those local student tastes.

There is the concern that the lnrfe school districts could do fine,
but the small districts could not. I have pointed out a couple of
{Jeople that were in the study that had small districts, and one that

just want to mention to you, and the person that turned me
around in this pxwam, after the first year was Holly Smothers,
from Ten Sleeps, .

She serves atpproximatel 150 a dafy. She sat next to me in
Boston, at our first national meeting of site, and she said that she
loved commodities—a commodity letter of credit. She loved the
commodity letter of credit. She says, I can use the commoditv letter
of credit available for hot lunches in a more personal wav. .\ spe-
cialized way to suit the likes and dislikes of my customers. We
have used more fresh food, and she had been able to purchasze lo-
callﬂ, and that was important to the economy. )

I have sketched out at the end of page 8, and I will not go over it,
because each of you gentleman seem to be so aware of how CLOC
works. But I have sketched out the process that we went through
in receiving CLOC. On page 9 I have presented for your consider-
ation a way a nationwide CLOC system could work. And I will not
go over that, to save time.

I would like to end by saying I think there is sort of a side bene-
fit to the CLOC Program, the money that we receive from CLOC,
we have to use to purchase foods that are processed domestically.
That was not always easy to do, tuna, for example, was difficult to
find, someone within the United States that would process tuna.
But our contracts, our bid contracts say that each of these foods
have to be domestic.

We use not only the commodity letter of credit to buy domestic
foods, but as a result of this study, we are specifying thai other
foods be domestic. And this is true across the countiy. So, our dis-
tributors buy to meet our demands, and I can assure you that what
they are doing is filling the orders of the restaurants with the food
that we have requested. So, the domestic part can be very impor-
tant to the local farmer, or to the farmer, generally.

Our concern, yours and mine, hs got to be for the good of the pro-

am what will work nationwide. For the years that are approach-
ing us in 1990, we need a program that is up-to-date, that will meet
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each school district’s needs. We ask you please to allow us to con-
tinue on the commodity letter of credit, and consider a nationwide
option locally, a State option is no option at all.

Thank you, sir.

[Prepared statement of Dorothy Van Egmoend-Pannell follows:]
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PREPARED STATEMENT OF DOROTHY VANEGMOND-PANNELL, DIRECTOR

Foop Sgrvices, FArRFaAX COUNTY SCHOOLS, VIRGINIA

MR. CHAIRMAN AND MEMBERS OF THE COMMITTEE, WE APPRECI-
ATE THIS OPPORTUNITY TO SHARE WITH YOU SOME OF THE EXPERI-
ENCES WE HAVE HAD AS TEST SITES IN THE ALTERNATIVE To CoM~
MODITIES STupY. | am DoroTHY VANEGMOND-PANNELL, DIRECTOR OF
Foob SEvIcEs, FalrRFAX CounTy (VA) PuBLIc SCHOOLS. WE SERVE
over 100,000 cusToMERS A DAY = INCLUDING THE STUDENTS IN OUR
175 PUBLIC SCHOOLS AND CENTERS, CHILDREN AT 2 DAY CARES,
AND SENIOR CITIZENS AT 14 S1TES. MANAGERS FROM SEVERAL OF
THOSE SCHOOLS ARE HERE TODAY, ALONG WITH DIRECTORS AND
SUPERINTENDENTS FROM ALL OVER THE COUNTRY, WHO HAVE BEEN A
PART OF THE STUDY WE ARE HERE TO DISCUSS. THEY HAVE
STATEMENTS ADDRESSED TO THIS COMMITTEE THAT WE wOULD LIKE TO
LEAVE WITH YOU TODAY.

| STARTED VERY MUCH IN FAVOR OF COMMODITIES IN 1960

WHILE A GRADUATE STUDENT AT THE UNIVERSITY OoF MIssiSsippi.

WROTE My MASTER THESIS ON RESEARCH | HAD DONE ON WAYS TO
use USDA DONATED coMMODITIES.

IN THE LaTE 1970S, PEOPLE BEGAN TO QUESTION THE EFFI-
CIENCY OF THE COMMODITIES BEING PURCHASED BY USDA AND HAULED
BACK AND FORTH ACROSS THE COUNTRY FOR USE IN THE SCHOOL
LUNCH PROGRAM. | SUPPORTED THE PHILOSOPHY OF THE COMMODITY
PROGRAM; AND WHILE [ WwAS HEAD OF THE MANAGEMENT AND TRAINING
SECTION OF Foop aND NUTRITION AT USDA FOR ONE YEAR UNDER THE
INTRAGOVERNMENTAL PERSONNEL ACT, | LED A GROUP IN PRESENTING
ngMODlTlES AT THEIR BEST TO THIS COMMITTEE IN THE SPRING OF

Fatrrax CounTy PusLic SchHooLs FooD SERVICES ENTERED
THIS STUDY AS A TEST SITE OF THE CoMMODITY-LETTER-OF~CREDIT
IN 1981 TO PROVE IT WOULD NOT WORK. MWE WERE UTIL1ZING
COMMODITIES AS BEST AS WE COULD AND BELIEVED IT WAS THE ONLY
WAY. MR. CHAIRMAN, WE FOUND QUITE THE OPPOSITE To BE
TRUE. | AM HERE TODAY TO TELL YOU THE COMMODITY PROGRAM oF
1937, WHICH HAS CHANGED THE LEAST OF ANYTHING | HAVE EVER
SEEN, HAS QUTGROWN ITS_TJME FOR MANY SCHOOL DISTRICTS. It
IS INEFFICIENT AND HINDERS THEIR PROGRESS. WE CANNOT.EXPECT
ONE SINGLE FOOD DISTRIBUTION SYSTEM TO MEET EVERYONE'S
NEEDS. THAT IS WHAT IS BEING EXPECTED OF THE PRESENT
COMMODITY SYSTEM. | AM REPRESENTING A NUMBER OF SCHOOL
DISTRICT STUDY SITES. WE KNOW OF HUNDREDS OF SCHOOL
DISTRICTS THAT WOULD LIKE TO JOIN US IN ASKING YOU TO CON-
SIDER A LOCAL_QPTION NATIONWIDE oF CoMMODITIES anD CoM~
MoDITy~LeTTER-0F-CREDIT (CLOC).

YouR COMMITTEE HAS ALLOWED DAY CARES, SENIOR C{TIZEN
NUTRITION, AND SUMMER FEEDING PROGRAMS AN OPTION FOR
YEARS. CONGRESS IN THE LATE 19705 GAVE ALL THE SCHOOL LUNCH
PROGRAMS IN THE STATE OF Kansas THE CASH opTION. WE ARE KoT
ASKING FGR AS MUCH. NE QEL:EVE THE MONEY SHOULD BE TIED T0O
PRODUCTS; THEREFORE, WE ARE ASKING FOR THE CLOC OPTION-

THE STUDY OF THE ALTERNATIVES TO COMMODITIES, WHICH
WAS COMPLETED FOR THE ADMINISTRATION IN 1984, sHOWS NO NEGA-
TIVE EFFECTS FROM SCHOOL DISTRICTS RECEIVING AN ALTERNAT IvE:

o THE AGRICULTURAL ECONOMISTS FOUND NO NEGATIVE EFFECT
ON AGRICULTURE.
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ALTERNATIVE TO COMMODITIES

D. VANEGMOND-PANNELL

May 158, 1986

: PAGE 2.

o THE QuaLiTy ConTRoL EXPERTS FRoM USDA FOUND NO NEGA-
TIVE EFFECTS ON QUALITY OF FOOD SERVED CHILDREN-

o THE NUTRITIONISTS FOUND NO NEGATIVE EFFECTS ON THE
NUTRITIONAL VALUES RECEIVED BY THE CHILDREN IN
SCHOOLS TESTING AN ALTERNATIVE.

DURING THE STuDY, WE FOUND THERE WAS A BETTER WAY OF
OBTAINING THE Foobs USDA WANTED To REMOVE FROM THE MARKET.
WE WERE FORCED TO ADMIT SOME FACTS ABOUT THE PRESENT ComM-
MODITY PROGRAM. :

A. THE CoMMopiTYy PROGRAM IS Too cosTty. USDA can Buy
SOME FOODS AT A BETTER PRICE, BUT AT THE POINT OF
SERVICE, THE PRICE OF THOSE FOODS IS MUCH HIGHER
THAN PURCHASING THE PRODUCT LOCALLY. THAT IS DUE
TO EXPENSES INVOLVED IN TRANSPORTING, STORING,
HANDL{NG, AND PROCESSING FOODS INTO USABLE
PRODUCTS.

B. THE DONATED FOODS ARE TOO DIFFICULT TO, USE. Foobs
ARE PACKAGED !N WAYS THAT ARE DIFFICULT TO USE.
THEY INCLUDE ITEMS CHILDREN DO NOT LIKE, PRODUCTS
OFTEN ARRIVE DAMAGED, AND FOUR PRODUCTS HAVE BEEN
RECALLED THIS YEAR FOR FOOD SAFETY REASONS. (oM~
MODITIES INCREASE THE COST OF OPERATING A FOOD
SERVICE PROGRAM.

C.- THE COMMODITY PROGRAM MAKES IT IMPOSSIBLE TO
PLAN. IN Falreax COUNTY, WE RUN A $23 MILLION
BUSINESS WITH A SMALL, EFFICIENT WAREHOUSE, AS DO
OTHER SCHOOL DISTRICTS OUR SIZE« THE UNCERTAINTY
OF DELIVERY DATES AND BUNCHING OF DELIVERIES DURING
THE SCHOOL YEAR OVERLOADS LOCAL STORAGE FACILITIES,
INCREASES COSTS, AND MAKES MENU PLANNING AND PUR™
CHASING DIFFICULT. IT 1S FEAST orR FAMINE! Our
COMMERCIAL' DELIVERIES COME ACRoSS THE U.S. ARD
ARRIVE ON A SPECIFIC DAY FOR UNLOADING BETWEEN THE
HOURS OF 8:00 A.M.- AND 1:00 pP.M. THAT KIND OF
PLANNING IS UNHEARD OF wITH USDA CoMMODITIES.

D. THe CoMMoDITY PROGRAM INCREASES WASTE AND LOWERS
STUDENTS' ACCEPTANCE. TURKEY, FOR EXAMPLE, HAS SO
MANY USES, SUCH AS TURKEY HAM, BOLOGNA, SALAMI, AND
HOT DOGS. JHE COMMODITY PROGRAM GIVES MORE THAN WE
CAN USE OF WHOLE TURKEYS. YES, WE CAN HAVE THEM
PROCESSED. IHE PROCESSING PRICE PER POUND, HOW-
EVER, IS MORE THAN WHAT WE PAY FOR HOT DOGS ON BID:.

E. THe CoMMoDITY PROGRAM IMPOSES AN UNNECESSARY BURDEN
ON SOME SCHOOL DISTRICTS AND SEFVES NO REAL PUR-
POSE, 1T APPEARS, OTHER THAN SATISFYING THOSE WHO
ARE AFRAID OF CHANGE.

F. THe CoMMoDITY PROGRAM PREVENTS SCHOOL DISTRICTS
FROM DOING BUSINESS LOCALLY. APPLES HAVE ROTTED ON
THE TREES IN PENNSYLVANIA AND VIRGINIA WHILE WE
RECEIVED RAW APPLES FROM ACROSS THE COUNTRY.

SITIV FECTS O C
THE STUDY FAILED TO FULLY REFLECT THE POSITIVE EFFECTS
THE ALTERNATIVES TO COMMODITIES HAD ON THE LOCAL PROGRAMS.
SINCE FAIRFAX IS NOT EXACTLY TYPICAL OF THE MAJORITY OF THE
SCHOOL DISTRICTS IN THE NATIONAL ScHooL LuncH ProGarM, |
WILL SPEND ONLY A FEW MINUTES ON US.

IN 1975, WE MADE ALL OUR OWN BREADS, BAKERY PRODUCTS,
P12ZA, AND OTHER FOODS. WE HAD ENOUGH STAFF AND WE PAID
T
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PaGe 3

$2.33 pER HOUR. ToDAY, wITH CLOC AND THE OPPORTUNITY To
THINK LIKE A BUSINESS MANAGER, WE HAVE DETERMINED THROUGH
COMPARATIVE STUDY, THAT WE CANNOT AFFORD TO MAKE OUR OWN
BREADS AND P1ZZA. MWE PAY A STARTING SALARY OF $4.77 pER
HOUR (PLUS 30 PERCENT FRINGE BENEFITS) AND HAVE OVER /5
VACANCIES WE CANNOT FILL. WE CANNOT COMPETE FOR EMPLOYEES
AND HAVE TO ELIMINATE THE NEED FOR ADDITIONAL PEOPLE. .

LABOR cOSTS ARE CONSUMING OVER 70 PERCENT OF SOME
SCHOOL DISTRICTS' REVENUE. THIS WILL INCREASE, AND IN MY
OPINION, DESTROY THE SCHOOL LUNCH PROGRAM IF AN ALTERNATIVE
IS NOT PROVIDED. MANY OF THE SMALL SCHOOL DISTRICTS CANNOT
GET THEIR COMMODITIES PROCESSED; THEREFORE, THEY ARE HAVING
TO PREPARE FOOD FROM "SCRATCH."” THIS REQUIRES A BAKER, EVEN
IF THEY SERVE ONLY 200 STUDENTS. SOME BAKERS ARE GOOD, BUT
SOME ARE VERY BAD. THE STUDENT IS JUDGING THE HAMBURGER
ROLLS BY WHAT HE OR SHE EATS AT McDONALDS. THE ADULTS MAY
LOVE IT, BUT THE STUDENTS OFTEN DO NOT. - ALL THE TIME, THE
LABOR COST GOES UP. USING A FAIRLY AVERAGE SALARY, | HAVE
SHOWN YOU IN THAT IT cosTs 13.8¢ To MAKE A ROLL
WHILE ON BID WE PAY 5¢.

HAMBURGER ROLLS

from Scratch $ .138 .each*
Purchased .05 each

“Cost Breakdown
Food Cost .05

(Valua given to commodilies)
Labor Cost .08s
@ $7.00/hr.
+$1.75 fringe —— EXAMPLE A
$.138
Berty Benper, DIREGTOR oF Foob SERVICES, DavTon (OH)
ScHOOL DISTRICT, SAYS, “| CANNOT AFFORD TO ACCEPT FREE

BUTTER THAT ’! HAVE TO PAY EMPLOYEES AN AVERAGE oF $14 PERr
HOUR TO CUT. INSTEAD, SHE PURCHASES PRE-CUT MARGARINE.

ACROSS THE COUNTRY, LABOR COSTS WILL CAUSE SCHOOL LUNCH
PROGRAMS TO PRICE THEMSELVES OUT OF BUSINESS. FEDERAL RE[M-
BURSEMENT RATES HAVE NOT QUITE.KEPT UP WITH THE COST
INCREASES. WHEN YOUR FOOD COSTS DO NOT INCREASE AS MUCH AS
LABOR, YOU CAN SEE THAT THE ESCALATING CLAUSE OF THE
NATIONAL ScHooL LuNcH ACT DOES NOT PROVIDE ADEQUATE FUNDING,
PARTICULARLY FOR THE SCHOOL DISTRICTS SERVING 70 PERCENT oR
MORE OF THEIR STUDENTS AT FREE OR REDUCED PRICES.

THE LOCAL SCHOOL DISTRICTS ARE SUBSIDIZING THEM, AND AS
THOSE BUDGETS GET TIGHTER, THAT PRESENTS PROBLEMS.

HHY_CLOC2

Wiy po we LIKE CLOC? WHY Do WE BELIVE IT IS A VIABLE
ALTERNATIVE?

INCREASES ACCEPTABILITY AND VARIETY IN Menus--R1TA Heimann,
R-D., Foop SErvice CooRDINATOR, WINDSOR (CT)_ScHooLs, SERv-
ING 65 PERCENT OF THE STUDENTS, WHICH IS Up 13 PERCENT FROM
THE BEGINNING OF THE STUDY, SAYS, “I HAVE BEEN ABLE TO PUR-
CHASE THOSE FOODS WHICH THE STUDENTS DO ENJOY == AND SET
HIGHER STANDARDS FOR THOSE FOODS THAN | WAS ABLE TO OBTAIN
VIA THE COMMODITY PROGRAM." . .

T

Y §
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AlTERNATIvE 10 COMMODITIES
D. VANEGMOND-PANNELL
May 15, 1986

PaGe 4 -

GAYLE M. Moran, Supervisor oF Foop Services, Troy (M)
ScHooL DISTRICT, SERvING 3,500 A DAY, SAvs, “I TRuLy FEEL
THAT AN ALTERNATIVE TO THE COMMODITY PROGRAM MUST BE CON-
SIDERED AS A MEANS OF UPDATING OURSELVES WITH WHAT THE STu~
DENTS' DESIRES ARE. HWE HAVE STRONG COMPETITION WITH FAST
FOOD PLACES AND CANNOT FORCE STUDENTS TO EAT WHAT WE RECEIVE
AS SuRPLUS. NUTRITION IS GOOD ONLY IF IT IS CONSUMED."

INCRFASES INCOME To SFA--SPENDING AT LEAST 20 PERCENT MORE
ON FOND LOCALLY IMPROVES THE “BUYING POWER.” FOR A SMALL

SCHOOL LISTRICT, THAT CAN MEAN THE DIFFERENCE IN GETTING A
DELIVERY OR NOT GETTING A DELIVERY.

INCREASES FLEXIBILITY"TERR! ANDERSON, F0OD SERVICE MANAGER,
Longview (WA iHOOL District #122, senvinGg 2,688 A DAy,
savs, "It OC 1S MORZ FLEXIBILE IN THAT PURCHASED FO.DS
COULD BE ADAPTED TO THE TASTE AND NEED OF THE LOCAL DIS-
TRICT, E+G. CHICKEN NUGGETS AND CHICKEN PATTIES INSTEAD OF
CUT UP CHICKEN, FRESH GRAPES AND GRAPE JUICE INSTEAD OF
RAISINS, ETC. LABOR HAS BEEN REDUCED_IN SOME AREAS WITH THE
INTRODUCTION OF MORE PREPARED FOOD. THE GOVERNMENT CAN
STILL CONTROL THE COMMODITIES THAT NEED TO BE REMOVED FROM
THE MARKET PLACE.”

VIRGIL PUFFENBURGER, ASSISTANT SUPERINTENDENT,
PenpLETON County (WV) BoArRD oF EpucaTion, SErvInG 1,092 a
DAY, SAYS, "] FEeL THiIs sysTem [CLOC] GIVES THE 3CHoOOL SYS-
TEMS THE FLEXIBILITY NEEDED TO SEE THAT THE STUDENTS NOT
ONLY GET A NUTRITIOUS MEAL, BUT ALSO A MEAL THEY LIKE AND
WILL EAT WHILE STILL RETAINING CONTROL OVER THE COMMODITY
MARKET. WE HAVE BEEN ABLE TO PURCHASE MORE FOOD THE STy~
DENTS WILL LIKE WE HAVE BEEN ABLE TO CUT BACK ON LABOR."

INcrREAsES QuALITY CoNTROL--BEN KERFOOT, SUPERINTENDENT OF
ScHooLs, LEona CHurcH (1D) ScHooLs, servine 687 A DAy, savs,
It "CLOC) HELPS IN THAT A BETTER QUALITY MEAL IS SERVED.
THE «+MMODITY SYSTEM IS OUT-DATED AND A MORE ECONOMICAL
SYSTEM WITH QUALITY IS NEEDED.

INCREASES PARTICIPATION-~-BY OFFERING FOODS THE STUDENTS
LIKE. THE STUDY SITES HAVE REPORTED AN INCREASE IN PARTICI-
PATION AT A TIME WHEN ENROLLMENTS WERE DECREASING.

INcrREASES INVENTORY CONTROL--STUDY SITES HAVE DECREASED
THEIR END-OF-THE-YEAR INVENTORIES EACH YEAR. FoOR EXAMPLE

- Farrrax County (VA) PuBLic ScHooL Diviston HAD $1,446,000 1N
INVENTORY AT THE END oF 1981-1982. AT THE END OF THE 1982-
1983 scHooL YEAR, THE END=OF=YEAR INVENTORY WAS DOWN TO
$482,000, A pecreAse oF $964,000.

IncREasEs FArrness To Locat FARMERS, DISTRIBUTORS, AND
BROKERS~~0FTEN A SURPLUS COMMODITY IS GROWN LOCALLY. How-
EVER, WHEN USDA PURCHASES IT, THAT COMMODITY MAY TRAVEL
across 1,000 to 2,000 MiLes. THE LOCAL PRODUCT COSTS LESS;
AND w1TH CLOC, THE PURCHASES CAN BE MADE LOCALLY-

DISTRIBUTORS AND BROKERS PLAN THEIR PURCHASES BASED ON
QUANTITY ESTIMATES OF SCHOOL DISTRICTS. WHEN USDA SuDDENLY
PURCHASES PEARS OR PQTATOES, THE DISTRIBUTORS MAY NOT BE
GIVEN ANY WARNING. FOR EXAMPLE, ONE OF OUR LOCAL DISTRIEBU-
TORS, PURCHASED SEVERAL CARLOADS OF PEARS TWO YEARS AGD TO
MEET THE REQUIREMENTS OF THE SCHOOL DISTRICTS BECAUSE HE
HEARD THERE WAS A SHORTAGE. USDA PURCHASED PEARS. IT LEFT
HIM WITH A WAREHOUSE FULL OF PEARS-.

Repuces LaBor CosTs--RoBERT OPSAHL, DIRECTOR OF ADMINISTRA-
Tive SErvIcES, MErrILL (W[) AReAa PuBLIC ScHOOLS, SERVING
1,800 pPer DAY, SAYS, "HE HAVE BEEN ABLE TO REDUCE LABOR
COSTS SIGNIFICANTLY. MORE LATITUDE IN MENU DESIGN HAS
ATTRIBUTED TO INCREASED PARTICIPATION IN THE PROGRAM.”
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Jupy RIcHTER, FooD DRIRecTor, TyLer (TX) INDEPENDENT ScHooL
DrsTrRICT, sAYs, “IT IS OUR BELIiEF THAT THOUSANDS OF DOLLARS
COULD BE SAVED BY THE SCHOOL DISTRICTS UNDER CLUC”IN
REDUCING FOOD WASTE, AND LABOR AND STORAGE COSTS-

Repuces Foob Cosrs--PATRICIA HoLsTEIN, FouD SERVICES,

LexingTon (SC) SeugoL DIsTRICT, SERVING 1,800 A DAY, SAvs

SHE WouLD LIKE LLOC To BE ADOPTED. SHE SAYS, "WE HAVE FOUND

THESE THREE YEARS WE CAN BUY FOODS AS CHEAPLY As USDA .
HAVE BOUGHT FOODS IN A FOKRM THE CHILDREN | IKE BETTER.

AND SHE ASKS, “IF WE ARE ENTRUSTED wlTH USDA REIMBURSEMENT,

WHY NOT THE TOTAL VALUE OF THE COMMONITIES?"

REDUCES STORAGE/DELIVERY Costs--JeAaN McCALL, ScHooL Féobp
Svupervisor, Lounon County (TN) ScrooL DISTRICT, SERVING
3,700 A pay, savs, "[CLOC] SAVES ON TRANSPORTATION AND
STORAGE. THIS PROGRAM WORKS WELL IN BOTH LARGE AND SMALL
SYSTEMS. WE KNOW IN ADVANCE WHAT FOODS ARE AVAILABLE.
SINCE WE BUY FOODS ONLY IN ACCEPTABLE FORMS, THERE IS LESS
PLATE WASTE. WE CAN OPERATE MORE EFFICIENTLY. IT ALSO
GIVES US AN OPPORTUNITY TO BUY LOCALLY.”

Repuces INVENTORY=-THE STUDY SHOWS AN AVERAGE REDJCTION OF
33Z IN INVENTORY. PHyLLIS E. GARWOOD, FoobD SERVICE
DirecTor, CRestwoob (IL) ScooL DIsTRICT A4, servine 415 per
DAY, SAYS, “By RECEIVING MoNEY [CLOC] INSTEAD oF.
COMMODITIES, WE CAN INTRODUCE NEW FOODS TO, STUDENTS.” THE
SCHOOL SUPERINTENDENT, VERNE BEARD, ADDS, "WHEN WE FIRST
STARTED oN CLOC, I wAS VERY APPREHENSIVE. WE WERE SO USED
TO HAVING OUR SHELVES FULL OF GOVERNMENT COMMODITIES. Now
OUR SHELVES ARE STILL FULL, BUT WITH PRODUCTS WE FEEL OUR
STUDENTS ARE MORE EAGER TO ACCEPT. | FEEL THE LUNCH PROGRAM
HAS BENEFiTED GREATLY.”

Repuces HASSLE--THE ARRIVAL OF SEVERAL TRUCKLOADS oF USDA
COMMODITIES AT THE SAME TIME PRESENTS PROBLEMS. NOT RECEIV-
ING WHOLE TURKEYS UNTIL THANKSGIVING IS OVER, MEANS A LAST
MINUTE PROBLEM. A RECALL oF USDA GROUND BEEF, WHEN THAT IS
THE ONLY BEEF YOU HAVE, IS A HASSLE.

ELsIE FULLER, FooD Service DIRECTOR, FLoWwING WELLs (AZ)
ScrooL DISTRICT, SERVING 1,508 PER DAY, SAYS WHY SHE PREFERS
CLOC, "I cAN PURCHASE AS NEEDED, TAKING ADVANTAGE OF SPECIAL
OFFERS. BEING ABLE TO PURCHASE FOODS IN FORMS MORE ACCEPT~
ABLE TO STUDENTS AND IN MORE CONVENIENT FORMS, “THUS SAVING
LABOR: .+ + THERE ARE NO CONCERNS OTHER THAN HAVING TO RETURN
TO THE COMMODITY PROGRAM AND THE EFFECTS IT WILL HAVE ON
PARTICIPATION AND THE TRANSACTION THAT.MUST TAKE PLACE AT
THE STATE AND LOCAL LEVEL."

JANICE SANTARONE, DIRECTOR oF FooD SERVICES, LAURENS
County (GA) SchooL DISTRICT, SERVING 3,755 A DAY, savs, “THe
EASE OF THE PROGRAM [CLOC] AND ADAPTABILITY TO OUR NEEDS
WARRANTS A HEARTY STAMP OF APPROVAL. WE SURELY WISH IT
COULD CONTINUE FOREVER." :

REDUCES WASTE-~A WAREHOUSE OF CHEESE IN A SOUTHERN STATE AND
AN EASTERN STATE MOLDED, POTATOES SPROUTED IN TRANSIT,
APPLES BECAME T00 RIPE, ETC. THESE SCENES ARE DUPLICATED
ACROSS THE COUNTRY, AADDING UP TO A LOT OF WASTE.

REDUCES PRICES CHARGED TO STUDENTS--THIS IS NOT THE TIME, WE
REALIZE, TO COME TO CONGRESS AND ASK FOR MORE; THEREFORE, WE
HAVE TO FIND WAYS TO DO MORE WITH WHAT WE HAVE. WE CAN DO
MORE WITH CLOL THAN.WE CAN WITH COMMODITIES. | WANT To
SHARE wzru YOU EXHIBITS I AND ]I, PLEASE NOTE FAIRFAX
County (VA) REDUCED THE PERCENT OF INCOME WE SPENT ON FOOD
FROM 60 PERCENT. WHEN WE RECEIVED COMMODITIES To 50 PERCENT
IN 1984-85 (INCREASE IN THE PRICES PAID FOR THE SAME FOOD
WAS NOT FACTORED oUT). WE HAVE BEEN ABLE TO REDUCE LABOR

018

ERIC

Aruitoxt provided by Eic:



16

. . ScHooLS FOR AN
ALTERNATIVE TO COHMODITIES
0. YANEGHMONG-CANNELL

May 15, 1986

PAGE 6

cosT.+» OQUR DECREASES ARE NOT AS GREAT AS MANY OTHER SCHOOL
DISTRICTS HAVE HAD DURING THE STUDY- WE ALREADY WERE HAVING
COMMODITIES PROCESSED, WHEREAS, WE COULD REDUCE LABOR CoOtvE
BEFORE THE STUDY BEGAN. A ONE PERCENT DECREASE IS IMPOR”

TANT, WHEN YOUR LABOR COSTS RUN SIX TO SEVEN MILLION DOLLARS

A YEAR.
PERCENTAGE OF INCOME
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LONCERNS "

THE SKEPTICS HAVE SOME CONCERNS ABOUT AN ALTERNATIVE TO
| THE COMMODITY PROGRAM; WHICH | WOULD LIKE TO ADDRESS:

.
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SCHOOLS FOR AN
ALTERNATIVE TO COMMODITIES
: D. VANEGMOND-PANNELL
: . May 15, 198
Pace 7 -
CoNceRN: USDA, unDeEr THE CoMMODITY PROGRAM, CAN REMOVE

SURPLUS FOODS QUICKER AND PROVIDE PRICE SUPPORT BETTER THAN
THE LOCAL SCHOOL DISTRICT RECEIVING CLOC.

ReasonING: THE STUDY SHOWS SPECIFIC FOODS CAN BE
REMOVED AS WELL WiTH CLOC. A CLOC FOR SALMON REMOVES AS
MUCH SALMON AS DID USDA PURCHASING THE COMMODITY. WE HAD
SALMON PURCHASED AND DELIVERED BEFORE SOME OF THE SURROUND-
ING SCHOOL DISTRICTS KNEW THEY WERY GETTING SaLMON. WE HAD
NEVER PURCHASED SALMON BEFORE, THEREFORE, WE DID PLACE A
DEMAND ON THE MARKET.

CLOC PARTICIPANTS:--SureErvISOR OF Foop SERVICES, KNoX CounTy
(TN) BoarD oF EDucaTioN, SERVING 15,646 PER DAY, Savs, "CLOC
ENABLES US TO CUNTROL THE PURCHASES GOING INTO ‘HE SCHOGLS
AND ELIMINATES LARGE INVENTORY cosTs. Our FIRsST CLOCs
»RIVED REFORE OTHER COUNTIES RECEIVED ANY COMMODITIES.

LOC 1125 GIVEN US SECURITY FOR PLANNING THAT WE DID NOT HAVE
WiTH COMMODITIES.”

June H. Mathews, Director OF ScHooL Foob SERVICES,
Hernanpo County (FL) ScHooL DistrIcT, :=RvinG 6,000 savs,
"17 [CLOC] MEETS THE NEEDS OF THE FAF 1S IN THAT IT MOVES
PRODUCTS WHEN NEEDED. PLANNING IS MI..d EASIER AND PRODUCTS
CAN BE UTILIZED BETTER. WE ARE PURCHASING MORE FRESH DAIRY
PRODUCTS, SUCH AS COTTAGE CHEESE, ICE CREAM, AND SOUR CREAM;
AND WE ARE USING MORE FORMS OF OTHER ITEMS, SUCH AS FRESH
FRUIT AND VEGFTABLES, CHICKEN CHARMS, AND CHAR-BROILED BEEF
PATTIES.

CopcErN: USDA PROVIDES A BETTER QUALITY PRoDUCT; USDA
HAS BETTER SPECS AND GETS A BETTER PRICE THAN THE AVERAGE
SCHOOL DISTRICT WOULD.

ReEASONING: QUALITY 1S IN THE EYE OF THE BEHOLDER; WHAT
IS A QUALITY PRODUCT FIR YOU MAY NOT BE WHAT OUR STUPENTS
CONS!DER QUALITY. By THE TIME ALL COSTS OF TRANSPORTING AND
STORAGE ARE CONSIDERED, COMMODITIES _C_QS_T_U_O_?E TO THE SCHooOL
FOOD AUTHORITY THAN PURCHASING THE PRODUCT (IF DOLLARS PAID
FOR OBTAINING COMMODITIES ARE CONSIDERED).

o’
CLOC. PARTICIPANTS:--RaLPu G. Heentr, 11, Director oF Foop
SERvICES, InDrana ARea (PA) ScHoor DisTricT, servine 1,874 &
DAY, says “] Love 17!! WE, AS FOOD SERVICE DIRECTORS, COULD
BE CONCERNED WITH THE NUTRITION OF OUR CHILDREN AND OUR
PROGRAMS FIRST. - -* HE RESPONDS TO WHY DO YOU LIKE OR
pIsLIKE CLOC, I L1ke CLOC BECAUSE EVERYGNE COULD GET WHAT
THEY WANTED; (N THE SIZE AND SHAPE THEY WANTED; QUANTITY AND
QUALITY COULD BE SPECIFIED AND RECEIVED- SOME CHANGES ARE
REDUCED LABOR, REDUCED INVENTORY, AND SHUT DOWN WALK-IN
FREEZERS.” *

ConniE HEvLy, Foob SErVICE SuPERVISOR, SHORELINE ScHooL
(WA) PuBLic ScrooLs, SERVING 3,200 A pay, savs, “[CLOC] NoT
ONLY SAVES IN THE AREAS OF FOOD COSTS, TRANSPORTATION, AND
STORAGE AND LABOX COSTS, BUT WILL ALSO SUPPORT THE FARM
PRICES. . . IT ENABLES US TO BUY FOOD IN THE FORM KIDS LIKE;
WE ARE PAYING LESS THAN USDA IN MANY CASES; IT CUTS DOWN ON
WASTE; WE CAN BUY ITEMS EARLIER THAN THEY WOULD BE RECEIVED
VIA THE PRESENT SYSTEM.” SHORELINE SCHOOLS SERVED FRESH
SALMON WHEN SALMON WAS A gLOC-

Ll
CONCERN: CLOC MAY BE FINE FOR LARGE SCHOOL DISTRICTS,
BUT THE LITTLE SCHOOL DISTRICTS WILL BE fHE LOSER.

ONING: STORAGE SPACE AND TRANSPORTATION ARE OFTEN
A BIGGER PROBLEM FOR THE SMALL SCHOOL DISTRICTS THAN FOR THE
LARGE ONE. THE COMMENTS RECEIVED FROM THOSE ON THE STUDY
ARE PROOF THEY DID NOT CONSIDER IT A PROBLEM TO uSE CLOC
VERSUS RECEIVING COMMODITIES |
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. - ScHOOLS FOR AN
ALTERNATIVE To COMMODITIES
D. VanNEGcMOND~PANNELL

May 15, 1986

AGE 8

CLOC PARTICIPAHT:--HoLLy SMoTHERs, Heab Cook, WasHOKIE
Conmun1Ty Scuoor, DisTricT #2, Ten Steee (WY), servine 130-
150 A pay, savys "1 caN use THE CLOC MONIES AVAILABLE To HoT
LUNCHES IN A MORE PERSONAL AND SPECIALIZED WAY TO SUIT MY
CUSTOMERS' NEEDS AND DESIRES. WE USE MORE FRESH FOODS; WE
CAN BUY QUR FOOD FROM LOCAL MERCHANTS TO HELP OUR LOCAL
ECONOMY .

Sue H. Montasue, R.D., CaFeTeEr1A MANAGER, LyNDON TowN
(VT) ScHooLS, SERVING 250 PER DAY, SAYS, "I APPRECIATE THE
FLEXIBILITY IT HAS GIVEN US. [T HAS ALLOWED US TO PURCHASE
THE COMMODITY IN THE FORM AND SIZE PACKAGE MOST APPROPRIATE
TO OUR OPERATION AND HAVE 1T DELIVERED AT OUT CONVENIENCE.

E HAVE REDUCED STAFFe WE HAYE PURCHASED ITEMS LIKE CHICKEN
NUGGETS WE NEYER USED BEFORE [AND] ACCOMMODATED OUR MENUS TO
THE CHILDRENS' TASTES ¢ » « IT WAS ALWAYS SO TROUBLESOME FOR
us [To USE coMMODITIES). FoR OuR OPERATION, THE CLOC SYSTEM
HAS BEEN A VERY WORKABLE ALTERNATIVE. WE WILL HATE GOING
BACK«

HOW CLOC WORKS

THE ADMINISTRAT:ON oF CLOC, PAPERWORK, ETC., TAKES FAR
LESS 'THAN RECEIVING, STORING, AND USING COMMODITIES (SEE
ExHiBIT I1I)e. [T wouLD SEEM LogIcAL For THE CLOC opTION To
BE HANDLED BY THE.STATE COMMODITIES DISTRIBUTION AGENT (SEE
Exu1BIT IV). HOWEVER, IF THEY DID NOT WANT TO TAKE IT ON,
IT CAN EASILY BE CONTRACTED OUT. WE PRESENTLY HAVE IN PLACE
AN EXCELLENT, EFFICIENT ADMINISTRATION OF THE PROGRAM WITH
THE USE OF COMPUTERS THROUGH A LOCAL STATE UNIVERSITY,
VIRGINIA PoLYTECHNIC INSTITUTE AND STATE UNIVERSITY.

'~ PROCEDURES
FOR HANDLING CLOC:

ALERT
O
080
PURCHASE/COMMITMENT
TO PURCHASE

3-8 MOITHS

DELIVERY

. 6-12 MONTHS

RECEIVE

PROOF OF PURCHASE S
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OCHOOLS FOR AN

ALTERNATIVE To COMMODITIES
+ D¢ VANEGMOND-PANNEL L

Mav 15, 1986

S : AGE 9
NATIONWIDE CLOC SYSTEM
m *)
USDA DETERMINES | [ USDA DETERMINES
COMMODITY $ TO BE SPENT
ALERTS SDA NOTIFIES SDA
@ 4 s @ @
SDA DIVIDES STATES
SDA ALERTS AMONG SFA'S quo | REIMBURSE
SFA NOTIFIES s;l?: g'g:lg SFA
- 9. DATE REST S ry
LOCALSFA | ©® % SFA
PREPARES SFA RECEIVES
WAYS TO USE/BUY | | MAKES PURCHASE, | | CLOC MONEY
FOOD PROVES PURCHASE
TO STATE ExuiBiT IV

AUGGESTED AT LONLIE SYSTE
+ USDA DETERMINES coMMODITY (GENERIC, E«G., BEEF) TO

2+

..

5.

6.

8.

SRS
CT
. AT
. . ..
R ; ‘;\‘. 22

BE PURCHASED AND ALERTS STATE DISTRIBUTION AGENT
(SDA) THROUGH A COMPUTER NETWORK.

SDA wouLD REPRODUCE THE ALERT AND DISTRIBUTE T0
ScHooL Foob AuthoRITY (SFA), SAE MONEY COULD BE
USED TO PROVIDE A COMPUTER TERMINAL TO EACH SCHOOL
DISTRICT SO ALERTS WOULD BE TRANSMITTED TO SFA FROM
SDA or YSDA ofFIcEs.

_LocAL SFA RECEIVES ALERTS, WHICH PROVIDES LOCAL

SCHOOL DISTRICT AS MUCH TIME AS POSSIBLE TO PUT
FOOD ON THE MENU, TO PUT FOOD OUT TO BID IF NEEDED,
OR TO MAKE OTHER ARRANGEMENTS FOR PURCHASING AND
PLANNING.

USDA NOTIFIES SDA OF THEIR SHARE IN DOLLARS FOR THE
SPECIFIC GENERIC fFooD. ExAMPLE: $900,000, Beer.

THE STATE, USING A FORMULA, GIVES THE LOCAL SCHOOL
FOOD AUTHORITY THEIR FAIR SHARE, DIVIDING DOLLARS
AMONG THE SCHOOL DISTRICTS.. THEN THE SDA wouLD
NOTIFY EACH SFA OF DOLLARS THAT ARE THEIRS TO SPEND
FOR GENERIC FOODS, AND SUGGESTS WAYS IT COULD BE
USED. THE DATE TO BE PURCHASED AND THE DATE IT
MUST BE DELIVERED WOULD BE PROVIDED.

LocAL SFA DECIDES EXACTLY HOW IV WILL USE THE CLoC,
COMMITS TO PURCHASE, AND REPORTS ON MONTHLY BASIS
WHAT HAS BEEN COMMITTED AND WHAT HAS BEEN SPENT/RE-
CEIVED.

MONEY IS SENT TO ScHOOL DISTRICT AT THE TIME CLOC
IS ISSUED AND PLACED IN THE OPERATING BUDGET.

SDA’S coULD FUNCTION AS A CHAMBER OF COMMERCE OR
MARKETING AGENT FOR THEIR STATE’'S AGRICULTURE AND
PROVIDE ASSISTANCE TO THE LOCAL SCHOOL FOOD AUTHOR-
ITY AND DETERMINE IF THE COMMODITY MONEY IS BEING
USED PROPERLY. THEY wouLD BE RESPONSIBLE FOR:

A. DivIDING CoMMODITY DOLLARS EQUALLY.

B. AUDIT USE/HANDLING OF ‘FUNDS AS A PART OF THE
STATES AIMS -AUDIT/SUB~AUDIT.

C. PROMOTING COMMODITIES PRODUCED AND/OR PROCESSED

WITHIN THE STATE, E«Ge, APPLES FROM VIRGINIA. -
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... ScHooLs FOR AN
ALTERNATIVE TOo COMMODITIES
D. VANEGMOND-PANNELL

May 15
Pace 10
NoT ONLY DO WE NEED TO ENCOURAGE PEOPLE TO DRIVE CARS
MADE IN THE UNITED STATES, WE NEED TO ENCOURAGE THEM TO EAT

FOOD GROWN AND PROCESSED IN THE UNITED STATES. TODAY, OUR
MARKETS ARE FLOODED WITH IMPORTED FOODS.

UnperR THE CLOC PROGRAM, WE HAD TO USE THE MONEY TO
PURCHASE FOODS GROWN DOMESTICALLY-

A SIDE BENEFIT OF REQUIRING US TO SPECIFY AND PURCHASE
Een STIC FOODS HAS BEEN THAT WE NOT ONLY BUY DOMESTIC WITH
OC, BUT WE BUY MANY OTHER DOMESTIC FOODS. JODAY., YOU HAVE
To specIFYy DOMESTIC OR YOUR FRUIT WILL COME FROM SPAIN OR
AFRicA. OQuR DISTRIBUTORS ARE BUYING MANY PRODUCTS ABROAD-.
FOR EXAMPLE, IT WAS NOT EASY TO FIND TUNA PACKED
DOMESTICALLY-

THE vALUE oF A CLOC PROGRAM FOR THE AMERICAN FARMER CAN
BE GREATER THAN ANY COMMODITY PROGRAM WHERE USDA PURCHASES
THE FOOD FROM THE MANUFACTURER. A DISTRIBUTOR WHO BUYS
DOMESTICALLY PACKED FRUITS, TOMATO PRODUCTS, TUNA, ETC. FOR
A SCHOOL DISTRICT, IS PROBABLY GOING TO USE THE SAME
PRODUCTS FOR THE OTHER CUSTOMERS ~ GOOD INVENTORY PRACTICE.

RaLpH W. RANDEL, SuPERVISOR OF Foop SERVICES, WELD

County (L0) ScHooL DrstrRict, SERVING 6,500 PER DAY, says,
IT HAS BEEN MY OPINION THAT THE COMMODITY PROGRAM WAS AN

EXCELLENT PROGRAM WHICH OUTLIVED ITS INTENDED USEFULLNESS.
TIME, COMMUNICATION, AND COMPUTERS HAVE PASSED THE OLD
SYSTEM BY AND A NEW IDEA IS NEEDED. WE WILL HAVE TO RAISE
PRICES TO PAYING CHILDREN FIVE (5) CENTS WHEN WE RETURN TO
THE COMMODITY PROGRAM _JUST TO COVER THE EXPENSES OF FREIGHT
AND HANDLING CHARGES-

I pROJECT THAT FAIRFAX CounTy (VA) WOULD HAVE TO RAISE
PRICES TEN_(10) CENTS IF WE HAVE TO RETURN TO THE COMMODITY
PROGRAM. THAT WOULD BE IN ADDITION To A TEN (10) CENT
INCREASE REQUIRED TO COVER LABOR COST INCREASES.

Joun KuLLANDER, DIsTRICT MANAGER, RIVER FALLS (WI)
ScHooL DISTRICT, SERVING 1,250 A pay, savs, "CLOC cives Muck
MORE EFFICIENT USE OF COMMODITIES, REDUCES LABOR AND STORAGE
COSTS. THE COMMODITY PROGRAM HAS NEEDED [MPROVEMENT FOR A
LONG TIME. CLOC LOOKS LIKE A VAST IMPROVEMENT.”

OUR CONCERNS, 'YOURS AND MINE, HAVE GOT TO BE EFOR THE
6O0D_OF THE PROGRAM. THE.STUDY HAS PROVEN, WITHOUT A DOUBT,
THAT THE PRESENT COMMODITY SYSTEM IS NOT THE ONLY ALTERNA™
TIVE, REGARDLESS OF THE SIZE OPERATION AND WHERE IT IS
LOCATED. WE ASK YOU TO PLEASE ALLOW US THE
AND EXTEND THAY OPTION NATIONWIDE. -
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Chairman HawkiNns. The next witness is Mr. William Verrill, di-
rector of food service, Portland Public Schools.

STATEMENT OF WILLIAM VERRILL, DIRECTOR OF FOOD
SERVICES, PORTLAND PUBLIC SCHOOLS, ME

Mr. VERRILL. Thank you, and good morning,

Mr. Chairman, memg,ers of the subcommittee, I am William Ver-
rill, director of food services, for the Portland Public Schools of
Portland, ME.

I am here today on behalf of the alternatives for the commodity
donation in the National School Lunch Program. We were one of
the first school districts in the Nation requesting participation in
this study. I attended the first meeting on October 7, 1981, in St.
Louis, together with 11 other school districts around the Nation.
We reviewed and made recommendations for policies that would be
used in this program.

Now, after participating in the pilot program for the last 4 years,
I would like to give some facts and figures illustrating the positive
effect this program has had on my school district.

First of all, on the labor, I have seen slow decreases in both total
number of employees and total hours werk during our participa-
tion in the pilot program, slow decreases because the future of the

"program has been uncertain. In school budgets it is easy to cut, but
very hard to get back something you once had.

I have been concerned that if I do make changes with no guaran-
tee that the program will continue, I will be faced with major prob-
lems on trying to get employees back into a budget that is usually
defined long before a fiscal year begins. Although I have optimisti-
cally made some cuts in my staff, if I were certain the program
would continue, I could cut three additional positions. However, 1
i:lon’t feel I can do this, until this program has been passed into

aw.

. We have gone from 78 employees, in 1981 to 71 employees in
1986, for a savings of 6,125 hours annually. In addition, we have
decreased hours worked by 3,150 per year over the same period.
Using my average hourly pay of $5.75, this amounts to a savings
this year alone of $53,332.

We haven'’t reflected a savings in the area of storage, because we
have a large school-owned warehouse, with ample dry, refrigerator
and frozen space. However, this program has allowed us to release
space formerly used for the commodity foods that we had to store.
With this additional space, I have been able to purchase a year’s
supply of paper trays and plastic dinnerware, thereby realizing an
approximate savings per year of $2,000. .

Under transportation, Maine is a comparatively large State with a
small population. As a result, local transportation is more costly -
than in many other States, due to the great distance between deliv-
ery sites. The only USDA foods that we have been receiving during
this study are the bonus items. Our truck picks up these bonus
items at local terminals, saving us additional fees.

However, our average cost has been $1.28 per case. This multi-
plied by the thousands of cases that we used to receive would give
me an annual savings of approximately $4,000 per year.
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Under plate waste, although I have not done any study of plate
waste, I do know there has been less waste during this period of
the study. I have talked with students, food service workers, princi-
pals, teachers, parents and they all agree that there have been
positive changes.

I would like to cite an unfortunate incident that happened in my
sckool system this past May 1, that brought back memories. My
m2nu that day read ‘“beef and gravy, mashed potatoes, sliced car-
rots, biscuit with butter, | 2anut butter cake and low-fat milk”.

Earlier this year we received a bonus item of canned beef. In
order to prepare this meal we used 292 cans of beef. The cans had
to be opened, the beef inspected, and fat and large pieces of skin
removed. This required several hours of labor for my staff to do.

A thick gravy was made and added to the beef, carefully, in
order not to breakdown the beef. Although the flavor was excel-
lent, the appearance left something to be desired. Apparently some
of our students recognized beef and gravy from the good old days.
Our lunch count that day dropped by 400. In addition, even though
our staff had tried to remove all pieces of skin, several escaped
notice and we received complaints from more than one school.

Had I been purchasing beef, I would have used raw stew beef,
less labor would have been involved and a superior product would
have resulted.

Under the commodity letter of credit, or CLOC, this system has
worked very well in Portland. Initially, I wanted to try the CLOC
system, instead of cash because I felt it was the only system that
would be approved in the end.

When the National School Lunch Program was initiated provi-
sions were made for the lunch program to use domestic agricultur-
al commodities. These items were used to purchase at a time that
would aid the farmer in removing a crop at a fair price, and allow-
ing the market to have a definitive supply and demand for prod-
ucts. CLOC sites received notice of the types of product they could
purchase, and are given a specific amount to spend on that prod-

uct.

The CLOC systems do require additional paperwork. We expend-
ed approximately 32 hours per year doing necessary paperwork for
this program; a small price for such a positive program.

Under this study we have had two problems, the first one was
during the 1982-83 school year. Instead of receiving CLOC’s for
bonus items, we received a USDA bonus item at the middle of the
year. This resulted in the loss of $32,000 to the Portland school de-
partment in bonus products that we should have received, because
the State of Maine had already alotted all of the bonus items to the
schools: We were not able to receive any until the middle of March,
which meant that we went almost a whole quarter with no bonus
items, and then very few to finish out the year.

When we entered into a contract with the USDA for the pilot
program, we were assured that we would receive no less than any
other school district, or less than we had received in the past. I pe-
titioned the USDA office in Burlington, MA for a refund. The re-
quest was denied.

29
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At this time I would like to thank Members of Congress for rec-
ognizing this problem, and including in H.R. 7 a section to help
schools recoup their losses from this Pilot program.

Our second problem involved the final two quarters of this year,
because of a delay in approving the extension of this year’s pro-

am, we didn’t receive our third quarter CLOC and money, until

arch 24. Normally, they would have arrived January 1. Our
fourth quarter check arrived April 19, it should have arrived at the
beginning of April.

As a result, we went an entire quarter with no allotment, and we
are 1 month late in the last quarter. Although 1 tried to estimate
our CLOC values, I exceeded some, and was unable o utilize the
full content of others. The latter will have to be stored during the
summer months.

I feel that when Congress renewed this project, it should have
continued without delay. It appears it was a very low-priority item
with USDA officials.

Concerns of domestic origin, this was probably the hardest part
of the project for Portland. Being a border State to Canada, we find
many imported products not clearly marked as to origin. Quite
often the vendors either do not know, or do not want us to know
point of origin. Although we specify in our bids, purchase orders
and verbal orders that the products must be domestic, we have re-
fused several items each year because of this.

And we, like Fairfax County, feel that domestic comes first and
that we should be spending our money both locally, and here in the
country. And strive to do this, and fird it very difficult at times to
know that we are purchasing domestically.

Unaer local purchasing, personally, I like the idea of spending
our woney locally, within our State. For the past 4 years of this
stu , I have spent $331,838 in Maine. I know this has helped my
0. i buying power and has saved us money.

i lly, our State director of Child Nutrition Programs had said
to . n1at this program might work well for Portland, being the
lar, st iy in the State, but Maine being a rural State, that the
smaller communities further out would have difficulty in purchas-
ing and in receiving the value for the dollar that they should re-
ceive.

I feel that this study has proven this invalid. It has been proven
that as you increase your volume, you lower your costs. Although a
higher price may be paid for some items, the savings realized on
volume food purchases should reduce your overall costs.

Nutritional concerns, in the late 1970’s, the Portland school de-
partment formed a nutrition committee to review nutritional back-
ground for our School Lunch Program. During this period we made
adjustments to cur menus, types of food served, and methods for
cutting back on sugar, salt, and fats. We have worked hard to
achieve this, and we have worked hard to maintain this. And
throughout this study I was always watching to make sure that
what we purchased was nutritionally sound for our children.

I would like to make some comments at this time on the execu-
tive summary on this program. On page 3 of that executive sum-
mary, it noted effects on food acquisitions. The last sentence of this
page stated that the value of the subsidy, under the Commodity

.;{
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Program, is not what it costs the Department of Agriculture to buy
and ship the food, but what it would cost the school districts to re-
place the. food with similar products purchased locally.

1 assumed one of the goals of this study was to see if the pilot
schools could purchase as good, better, or worse than the USDA.
There is no way to determine this if, instead of using USDA’s
actual cost for purchasing, handling and shipping, they use a figure
that has no bearing on the cost at all.

As an example, during the past year all schools received a great
deal of ground beef. The commodity schools, because they received
so much more beef, purchased less. When they purchased less of an
item, the price, and in this case the fair market price, went up.
This, in.turn, inflated the value of the USDA donated foods, caus-
ing these schools to have a so-called 3-cents-per-meal higher value
than did the schools in the subsidy.

_ I feel this is wrong, and serves no value, except to cloud the
issue.” .

On page 6 of this study, it states “Do the cash and letter of credit
alternatives provide a more .equitable distribution of commodity
subsidies?” :

This section talks about most schools receiving 13-cents-per-lunch
entitlement. However, some went as high as 17 cents, and some as
low as 9 cents. It further states that with a 3-cents-fair-market-
price loss, this would cause larger losses for some schools. :

Again, I say there was no 3-cent loss to the schools in this pro-
grle:m,1 only tﬁat the study inflated the value of the commodity
schools. : ' -

As for some schools doing better on their purchases than others,
this has always been so and always will be. Some schools use very
few bonus items, while others use as much or more than their enti-
tlements. The same thing. applies to entitlements, for example,
some schools now receive raw, frozen chicken pieces which they
have prepared and served without any further costs. However,
other schools send these products out and have them turned into
fried, breaded products, nuggets, et cetera, and in doing so, they
are spending more money than the schools that received and pre-
pared them themselves. . '

I am sure any of the schools that had a 17-cent-per-lunch entitle-
ment in this study did not buy processed foods, whereas those that
purchased processed foods, feel below the 13-cent figure.

On page 10, nutritional implications, this particular small section
really disturbs me. The study states the only difference would be
an increase in sodium, due to an increase in processed foods. It also
stated that there may have been less iron served to the children in
the pilot schools, than in the regular schools. :

1 went through my CLOC's that I received, I refused prunes
twice. As near as 1 can figure out, those would be the only items
that contained iron 1 did not serve to my children. And for this
they say we may have served less iron to our children, than did the
other schools. T would say the other school’s garbage cans probably
had more iron than our garbage cans did.

As for. the sodium, I checked all my items, there was no study
done on salt purchased, salt used, or salt in the foods. With the ex-
ception of maybe some of the breaded chicken products I pur-
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chased, I know what my food was, and I know that it did not con-
tain sodium. ‘

I also would question it says that we were probably equal on all
other items. I purchased more fresh fruits, more fresh vegetables,
more frozen vegetables, no canned vegetables and less canned
fruits. If anything, I say I increased my minerals, vitamins, rough-
age for my children while decreasing sugars and fats.

I, personally, feel this particular part of the study should be
scratched, as I feel they do not know what they were talking about
when they put this in. 1 think, personally, someone sat in the back
room and said, “Aha, we purchased more processed foods, ‘proc-
essed foods are bad’, they are higher in salt.”

I cannot find a ywhere that there is any data to back them up
on this, oo ' ' .

My last part on the study would be to the effect that the cash
and ‘letter of credit system had on student participation. The last
sentence of this section states that overall that the cash and letter
of credit system had no input on total student level participation in
the National School Lungi Program.

Again, I do not know how this study came to this conclusion, My
figures indicate that I did see participation increase, or remain the
same, when I had decreased enrollments and price increases. I feel
the changes that have been made in food did increase student par-
ticipation. ,

In conclusion, I would like to say that in my 15 years in the
School Lunch Program, I have never seen anything that has im-
proved our program as much as this study has. I would also like to
thank the people at Virginia Poly Tech for the excellent job they
have done in administrating the program, they have always gone
the extra mile to help us in time of need.

I would like to respectfully request that this committee support
this project, and recommend it as a permanent part of the National
School Lunch Program., :

Thank you. »

“~[Prepared statement of William R. Verrill follows:]

R N
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PREPARED STATEMENT OF WiLLiaM VERRILL, DIRECTOR, oF Foop
SERVICES, PORTLAND PuBLIC SCHOOLS, MAINE

Mr. Chairman, Members of the Sub-Committee, I am William Verrill, Director of Food
Services for the Portland Public Schools of Portland, Mainme. I'm here today on
behalf of ' the program: “"Alternatives to Commodity Domations in the Nationmal
School Lunch Program™.

We were ome of the first school districts in the Nation requesting participation
in this study. I attended the first meeting om October 7, 1981 im St. Louis,
together with eleven other school systems from around the Nation, We reviewed and
wade - recommendations for the policies that would be used in the program.

Now, after pé:tlclpating in the pilot program for the last four years, I would
like to give you some facts and figures illustrating the positive effect this
program has had on my school district.

I. Labor

I have seen slow decreases in" both total number of employees and total hours
worked during our participation in the Pilot Program. Slow decreases because the
future of the program has been uncertain. In school budgets it's easy to cut, but
very hard to get back, something you omce had. I have been concerned that if I do
make changes, with no guarantee that the program will continue, I will be faced
with the major problem of trying to get employees back into a budget which is
usually defined long before a fiscal year begins.

Although I have optimistically made some cuts in my ataff, 1f I were certain this
program would continue, I could cut three additionsl positions, However, I don't
feel I can take this step until the Program is pri/ ~ into law. .

We have gome from 78 employees in 1981 to 71 . .yees in 1986 for a saving of
6,125 hours, amnually. In addition, we have decrussed hours worked by 3,150 per
year over this same period. Using an average hourly rate of $5.75, thia amounts
to a saving of $53,332,00 for this year alome,

I1. Enrollments and Participation

Taking into consideration the decrease in enrollments and the three price
increases we have had over the past six years, I feel we have held our own and
advanced in some years (see Chart A). :

It has been provem, both locally and nationwide, that everytime you ipztease your
lunch price you lose an equal percentage of participation. This was true for the
1981-82 school year. However, during the 1982-83 school year we had a' 10¢
increase but only a . 2% loss in- participation. The 1983-84 and 1984-85 years
showed strong growth, despite enrollment decreases. We had a 5¢ price increase at
the start of this current year and we are still showing a growth instead of a 10ss.
Personally, I contribute this to improved food quality and giving the students
what they want without sacfricing good nutrition.

29"
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Testimony by William R. Verrill (continued)

II1I. Storage

Ve didn't reflect a savings in this area because we have a large school=-owned
warehouse with ample dry, refrigerator and freezer space. We haven't leased space
for over eight years. However, this program has allowed us to release space
formerly reserved for government foods.

With this additional space I have been able to purchase a year's supply of paper
trays and plastic dinnervare, thereby realizing a savings of approximately $2,000.
per year. » ‘-

1V. Tranmsportation °

. Haipe 18 a comparatively large state with a small population. As a result, local

trapsportation 18 more costly than in many other states, due to the great
distances between delivery sites. The only U.S.D.A. food items we have received
during this study are bopus items which I have listed on Chart B (attached).
Our truck picks up U.S5.D.A. food at local terminals, saving us additional fees.
However, our average cost has been $1.28, per case. . If you multiply this by the
thousands of cases received by us in the past, it gets to be very expensive. I
would estimate we have saved approximately $4,000.00 apnually while oa this
program.

»”

V. Plate Waste

Although I have not done a study on plate waste, I do kpow that we have seen less
waste during the period of this study than we had before. I have talked with
students, food service workers, teachers, principals apnd parents and they all
agree there seems to be less waste than before.

An unfortunate incident on May 1, 1986 brought back memories.....our menu for that
day was: :

Beef and Gravy
Mashed Potato ~ Sliced Carrots
Biscuit with Butter
Peanut Butter Cake
Low-fat Milk

Earlier this year we received a bonus item of Capned Beef. In order to prepare
this meal we used 292 cans of beef. The cans had to be opened, the beef inspected
and fat and large pieces of pkin removed. This required several hours labor for
my staff to do. '
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Testimony by William R. Verrill (continued)

A thick gravy was made and added to the beef, carefully, in order not to break
down the beef. Although the flavor was excellent, the appearance left something
to be desired. Apparently, some of our students recognized “Beef and Gravy” from
the days when we used canned beef -- our lunch count dropped by 400 that day. In
addition, even though my staff tried to remove all pieces of skin, several escaped
notice ond we received complaints from more than one school. Had I been
purchasing beef, I would have used raw stew beef, less labor would have been
necessary and a superior product would have been the result. Canned U.S.D.A. beef
has on inventory value of $1.36 per pound (plus a waste factor of approximately
15% in fat and skin): Our cost for stew béef would be approximately 35¢ more per
pound, but' the quality difference is so great that I will never again accept this
product as either a bonus or an entitlemen} item.

Vi. Commodity Letter of Credit

The CLOC (Commodity Letter of Credit) system has worked very well in Portland.
Initially, I wanted to try the CLOC system instead of the Cash system because 1
felt it was the only system that would be approved.

When the National School Lunch Program was initiated, provisions were made for the
lunch program to use domestic agricultural commodities. These items were to be
purchased at times that would aid the farmer in removing a crop at a fair price
and allowing the market to have a definitive “supply and demand" for that
product(s). 1 feel the Cash system is too liberal because it allows schools to
buy anything. CLOC sites receive notice on what type of product they can purchase
and they arc given a epecific emount to spend on that product.

The CLOC system requires some additional paperwork. We expend approximately 32
hours a year doing the necessary paperwork for this program, a small price for
such a positive program.

VII. Problems
We have had only two problems during the entire study.

First, mid-year during the 1982-83 school year the program was changed. Instead
of receiving Clocs for Bonus itesms we were to receive U.S.D.A. Bonus items. This
resulted in a loss of $32,000. to the Portland School Department in bonus products
that we should have received. Because the State of Maine had already alloted all
bonus items to the schools and we were not in at the beginning of the year, we
were not included in this allocation. It wasn't before the middle of March that
we received any bonus items.

When we entered into a contract with the U.S.D.A. for the Pilot Program, we were

assured that we would not receive any less than any other school district or less

than what we had received in the past.

I petitioned the U.S.D.A. office in Burlington, Massachusetts for a refund. The
request was denied. At this time, I would like to thank the members of Comgress
for recognizing this problem and including in H.R. 7 a section to help Portland
and other schools recoup their losses.

‘e
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Testimony by Williaw'R, Verrill (continued)

Our second problem involved the final two quarters of this school year. Because
of the delay in approving the extension of this year's Program, we didn't receive
our third quarter Cloc's and money until March 24, 1986, Normally, they would
have arrived the first of Japuary. Our fourth quarter check arrived April 29,
1986. It should have arrived the beginning of April. As a result, we went an
entire quarter with no allotment and were one month late into the last quarter.
Although 1 tried to estimate our Cloc values, I exceeded some while being unable
to utilize the full content of others, the latter will have to be stored during
the summer months. I feel that when Congress renmewed this project it should have
continued without delay. It appears it was a very low priority item with U.S.D.A.
officials.

VIII. Concerns of Domestic Origin

This was probably the hardest part of the project. Being a border state to Canada
we find many imported products not clearly marked as to origin. Quite often the
vendors either don't know or don't want us to know point of origin, although we
specify in our bids, purchase orders and verbal orders that the product must be
domestic. We have refused items several times each year because of this.

IX. Local Purchases

Personally, I 1like the idea of spending our mopey locally, within our State. For
the four years of the study I have spent $331,838. in the State of Maine. I know
this has helped my overall buying power and saved us money.

Initially, our State Director of Child Nutrition Programs thought this project
might work well for Maine's largest city but would hurt many of the smaller rural
towns because they don't have the same buying power. She felt their Federal
dollars wouldn't buy the same value as that received in donated commodities. I
think this program has proven that theory invalid. All school lunch programs must
expend mopey to buy food. The U.S.D.A. foods make up approximately ope fifth of
our total purchases. It has been proven that when you increase your volume, you
lower your costs. Although a higher price may be paid for some items, the savings
realized on volume food purchases ghould reduce overall costs, making your choices
competitive with U.5.D.A. products while giving you more selections.

X. Nutritional Concerns

In the late 1970's, the Portland School Department formed a Nutrition Committee
which was very active for several years. During this period menus, type of foods
served and methods of cutting back on spgar, ralt and fats were reviewed and
changes made. We worked very hard to achieve and maintain these goals.
During this current pilot program, while I purchased more processed foods than in
the past, I made sure we didn't gacrifice nutrition.
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XI. Comments on Executive Study

I would like to offer the following comments on this study.

1. On Page 2, “"Research Approsch”, it should atate in second paragraph that

during the 1982-83 school year, money for bomus foods stopped at the end of the
second quarter. .

2. On Page 3, "Effects on Food Acquisition”, the last sentence on this page
states that "the value of the subsidy under the commodity system 1is not what it
cost the Department of Agriculture to buy and ship the food, but what it would

cost the. achool districts to replace the food with similar products purchssed
locally".

I assumed one of the goals of this study was to see if the pilot schools could
purchase as good, better, or worse than the U.S.D.A. There is no way to
determine this, 1f, instead of using the U.S.D.A.'a ectual cost for purchasing,
handling and shipping, they use a figure that hss no bearing om the cost at all.
As an example, during the psst year all schools received a great deal of ground
beef., The commodity schools, because they received so much more beef, purchased
less, When they purchased less of an item the price (or in this case a fair
market price) went up. This in turn inflsted the value of the U.S.D.A. donated
foods, causing these schools to have a so-called 3¢ per weal higher vslue than did

the schools in the study. I feel this is wrong and serves mo value, except to
cloud the issue.

3. Page 6. *Do the Cash and Letter of Credit Alternmatives provide a more
equitable distribution of Commodity Subsidies?” This section talks about most
schools receiving 13¢ per lunch entitlement; however, some went as high as 17¢ and
pome a8 low a8 9¢. It further states that with a 3¢ falr market price loss this
would cause larger losses for some schools. I say there was no 3¢ loss to the

schools in this program; omly that the study inflsted the value of the commodity
schools.

As for some schools doing better than others on their purchsses, this hss always
been so and always will be. Some schools use very few bonus items while others
use as much, or more, than their entitlement. The same thing applies to
entitlements. ' For example, some schools mow receive raw frozen chicken pleces,
which they prepare and serve without any further cost. However, other achools
send these products out and have them turned into fried breaded products, nuggets,
loaves, etc, In so doing, they are spending more momey than the Bchools that
received and prepared it themselves. I am sure any of the schools that had 17¢
per lunch entitlement in this study dids't buy processed foods whereas Bchools
that purchssed processed foods probably fell below the 13¢ figure.

64-544 0 -87--2
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4. Pege 10. Nutritional implications. The study states tha only difference
would be an increase in modium due to en incresse in processed foods. I would
agree with this on the processed chicken products I have purchased. However,
that's as far as I would 80. I watched everything that was purchased and made
suUre wo weren't buying foods that could cause health problems, Furthermore, we
purchased more fresh fruits and vegetables, no canned vegetables and fewer canned
fruits. I feel that not only have we increased our vitemin, mineral and roughage
intakes wa have decreased sugars and fats.

. . ;
5. Effect Cash and Lotter of Credit.systems had on student participation,

The last sentence of this section states that “overall, the Cash ond Letter of
Credit systems had no imput on total student-level Participation in the National
School Lunch Program”.

I do not know how the study came to this conclusion but as my figures indicate I
did see my participation increase, or remained the game when I had decreased
enrollment and price {increases. I feel the changes we made in our food did
increase participation,

In conclusion, I would like to say that in my fifteen years with the School Lunch
Program, I have never geen anything that has improved our program as much as this
study. I would also like to thank the people at Virginia Polytechnic Institute
for their excellent job in administrating the program, They have always gone the
“extrs mile* to help us in time of need. .

I would like to respectfully request that the Committee support this project and
recommend it as a permanent part of school lunches.
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Chart A

ENROLLMENTS AND PARTICIPATION

Enrollment * Meals Served w* Enrollm:::'l;ncreue
1980-81 8,318 3,724
1981-82 8,029 (-4%) 3,121 ~19% (15) 15¢ Price Iucrease
1982-83 7,717 (~5%) 2,924 ~ 7% ( 2) 10¢ Price Increase
1983-84 7,450 (-4%) 3,033 & 4% ( 8+)
1984~-85 7,288 (~3%) 3,066 + 12 ( 44)
1985-86 7,209 (~2%) 3,047 ~ 1Z { 14) 5¢ Price Increase

* Enrollment figures exclude kindergarten (dismissed before lunch is served)

% High Schools have very low pnrtlélpntlon due to large, popular a la carte systes.
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‘Testimony by Willtam R. Vorrill (continued)

Chart B

FREIGHT COSTS - U.S5.D.A. FOODS

U.5.D.A. Food Freight per Case
Ground Beef $ 1.44
Beef, Roast 1.44
Butter 1,51
Chaddar Cheese 1.40
Procasned Cheese 1.51
Hozzarella Cheese 1.28
Dried Milk 1.28
Cnnned Beef 1.28
Egg Mix : »93
Grape Juice 1,20
Corn Meal 93

O
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Chairman HAwkins. Thank you, Mr. Verrill.

The next and last witness on the panel is Mr. Gene Miller, school
food service director, School District of Lancaster, PA.

Mr. Miller, we welcome you.

STATEMENT OF GENE MILLER, SCHOOL FOOD SERVICE
DIRECTOR, SCHOOL DISTRICT OF LANCASTER, PA

Mr. MiLLeR. Thank you, sir. Good morning to all of you.

My name is Gene Miller, I am from Lancaster, PA

Our school system is approximately 10,000 students, we are serv-
ing 50 percent of these children. The school system, School Lunch
Program is unique in that we are n preplate system, that, as I
know the Donated Commodity Program, in my 12 years of tenure
there, that the commodities that we have received in the past have
not been acceptable in that they are not in a usable form for the
preplate system. y

And my point here is each school district throughout the Nation
has different needs, but the commodities seems to be purchased not
for these needs. The utilization for these commodities, therefore, is
very hard to accomplish.

As my peers have stated, the commodities that I know in the
past have come at times that they are very hard to utilize. We will
get, as Dot said, turkeys after Thanksgiving. But along with the
turkeys, in a preplate system, it takes approximately 3 weeks, as
you are doing the regular lunch program, to work these into the
menu, cooking them, freezing them, rethawing them, that the prod-
uct is not the best. But yet, we use them up, and I don’ think that
is the proper way to use the commodities.

The Commodity Program, as I know it in the past, had problems
in storage. Many districts do not have dry storage, refrigerated,
frozen that is adequate for what we are to receive. The School Dis-
trict of Lancaster, being of 10,000 students, and serving, as I said,
5,000 may at a given time be called upon to pick up 200 cases of
frozen chicken, 75 to 150 cases of frozen turkeys, and asked to put
it in a freezer somewhere, you either have it, or you go out and
rent.

Now that I am on cash, I do not have that problem. To me that
is about a $25,000—minimum $25,000 savings in a given year, just
in the refrigeration and freezer rental.

The labor that is saved because of not receiving commodities that
are high-labor yield is approximately 39 labor-hours a day. The
first year on the program, I was able to reduce the staff, unlike
Bill, I took the initiative to run it the way I felt is should be run,
as if it were here to stay, and we review the program every year to
gee if there are needs for further reductions, or increases, due to
changes in the school lunch program and the choices and needs of
the students and the district.

The savings for these 39 labor-hours per day, roughed out to be
_ approximately $35,700 in one given year. That was the first year.
Since then there have been increases in wages, which is still a sav-

ings. ,
%’Burchasing has become easier and more manageable in that we
are able to use local concerns in purchasing, as we have all been

S5y
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stating, apples. Apples are big ones for us, we are serving them
quite often and we are buying them from the local farmers. Previ-
ous to utilizing the local concerns, we were paying $12.50 a case;
this given gear we have been down as low as %9 per case for the
same size, Red Delicious.

. I am presently using more fresh vegetables and fresh fruits, as
my colleagues, and they are, a ain, local and of high quality.

A disadvantage that we had with the program as with the com-
modities, getting them late in the year; in 1981-82, we had a 80,000
dollars’ inventory to hold over the summer months. In the years
that I have been with the district, that seemed to be an ongoing
figure year after year, that there was 80,000 dollars’ worth of com-
modities in inventory during the summer, which could present
problems in the loss of the product, refrigeration, theft, because
there are not as many people in the buildings; you have to make
controls, you have people checking the refriieration, the freezers,
and just checking to make sure things are right.

Now, I have approximately 8,500 dollars’ worth of inventory left
at the end of the year, We are able to utilize the moneys saved for
‘i@ program. We have more flexibility in the menus, in that we
can give the students what they want, when they want it and in
many forms. And give them the offer-versus-served, where we give
them many choices in one given day.

The students seem to support the program in offer-versus-served,
in that they will take what they want and not throw the rest away
which will reduce the plate waste, which also helps control the in-
ventory, and maintains the labor.

In the past 4 years we have increased participation, not totally
because of the demonstration, but it is a viable part of the increase,
but we have maintained or decreased the labor, depending on the
needs of the year.

In discussing the program with the other sites in Pennsylvania,
none of them, to my knowledge, wish to change and go back to the
program. They are ve hapr with either cash or the CLOC Pro-
gram, because of the things mentioned, menu flexibility, student
{)articipation, purchasing power, the ability to work with their
ocal people, inventory control, reduction of plate waste—these are
all areas that they wish that I make known to you.

The form of the product is important, but another concern we
have is products that we did receive, they were not items that the
students readilK got at home. In Lancaster we have a growing His-
ganic and black population, their likes and dislikes are much dif-
erent than the items that we are receiving—prunes, the raisins,
the peanut granules. They would not take them, therefore, we were
refusinﬁ them.

Another area that is a concern of mine in thig program is nation-
al commodity grocessing versus State processing. Pennsylvania is
an aggressive State that has (ﬁ:ite a bit of State processing, but it
has restricted our use of the NCP. It was a struggle to be able to
use the national processing agreements in Pennsylvania last year
due to the strict regulations that they impose on us. I believe that
was corrected, but it is somethinﬁ that needs looking into.

It also needs looking into bfy the School Districts, because not all
‘processiilg agreements are of—the processing agreements need to

oy
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be evaluated by the school district, in that they are not always get-
ting the proper product, or the quality of product at the price they
want. They can sometimes go out and get it from another vendor
cheaper than with the commodities in it.

It is my contention, and I believe the School District of Lancas-
ter, from the board level down, that the alternatives that we have
studied in this administration are manageable, workable and at
least in our district, we would like to stay with them. And I would
hope that you would continue to support what we want to be done.

Thank you.

[Prepared statement of Gene Miller follows:]
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PREPARED STATEMENT OF GENE MILLER Scuoor. Foon Skrvick
Dirkcror, Scioor District or ﬂAncAuTlm, PA

Mr. Chairman and Members of the Subcomm{ttne:

My name ia Gene Millar, Food Service Director for the School Dlacrict of
Lancaster, Lancaster, PA,

During the past four years the School District of Lancastor han participatad
‘In tha "Alternative to Commodity Donatfon in the National School Lunch Program'
demonstration, The School Dintrict of Lancantor'a onrollmont {p approximately
10,000 and the lunch program ia unfque in that it norvices saventaen achools from
a central commiceary by a preplate syntem,

The commodity demonstration has caused changos within tho school lunch
program that has bencfited the School Dintrict of Lancantor in managemont both
financially and nutritionally,

Commoditios received previous to the demonatration woere high labor yjelding
and in form not readilty usable for a proplate system, Thus a reduction of 39
labor hours per day was realized in the firat year of the demonstration. Since
then student participation haa incroased without an increase of Jabor hours in
preparstion.

Purchasing of froren, canned and fresh foods hias fmproved. I am able to be
more flexible in purchasing, taking advantage of msales, and having improved
relations with local vendors., Fresh fruits and vegetables are used more fro-
quently being purchased from Pennsylvania farmers.

Advantages to the lunch program include bringing the products in house as
- needed and atoring for a minimum period. During the 1981-82 achool year there
wag an approximate $80,000. inventory of donated commoditics held over during
the summer months. The 1984~85 food inventory totaled $8,500. for the same
period of time.

Warehousing of foods 1s managed quite well as opposed to the 1981-82 year.
There 18 no need for additional frozen, refrigerated or dry stotage area.
Returning to the commodity program would probably initiate a-$25,000. expenditure
for just frozen rental space. -

Menus can be planned with more flexibility, supporting student choice,
reducing plate waste, controlling inventory, taking advantage of purchasing
power, controlling labor and maintaining or increasing participation.

Discussions with colleagues support the problems that I have had previous
to the demonatration. Receiving products too late in tha achool year caused
one of two things: accepting them and having surmer astorage problems, or refus-
ing all or part of the sllocation. Volume of a product at a given time often g
€oo much. Student scceptability of certain fooda such as prunes, peanut granules,
sweet potatoes, and raisine make the utilization of good foods unmanageable at
times. Products received by echool districte are not always in the form neces-
sary for proper usage in their operation. A .

Another area I wish to respond to is that of National Commodity Processing.
The program is vital to all schools throughout the country, especially states
that do not have an aggresaive state processing program. States ghould not be
too aggressive in that it restricts or hinders companiea in maintaining NCP or
state agreements, Involvement of gchool districts ia also nceded in evaluating
quality and price of agreement products,

In conclusion, Mr, Chairman, the School District of Lancaster strongly
Supports an alternative method of using surplus foods. The School District of
Lancaster's experience hss been with the cash method, but the CLOC system, I
feel, will work as well as cash. Discussions with the other school diatricta
within Pennsylvania that are participating in the program ghow that they also
feol that the CLOC system is a viable alternative,

ERIC

Aruitoxt provided by Eic:



37

Mr. Forp. Thank you very much all of you for your preparation
for today and your cooperation with the committee.

Ms. Pannell, you said or you made mention c¢f the USDA claim
that lunches served under the alternative programs were very high
in sodium. I am looking at their study here, on page X, where it
says, : - -

What are the nutritional implications of the changes in food acqﬁisitviame:\
the cash and letter of credit system? .
The clearest implication of a switch in the commodity donation program to cash

or a letter of credit system is an increase in the level of sodium contained in the
foods acquired for use in the National School Lunch Program. This is attributable to

.relatively greater azquisitions of prepared foods, that is breaded chicken and beef
products, bakery items, formed potatoes by school districts under the cash and letter
of credit system. :

There was also a decrease in the availability of fats from the foods acquired under
the cash and letter of credit system, attributable principally to decreased butter ac-
quisitions.

I wonder if a nutritionist wrote this report that says that—char-
acterizes these as both negatives. My own doctor has advised me to
avoid butter and sodium, and they are suggesting that one might
be better off if you acquired more of something that the doctors are
trying to tell—even here, with all the dairy interests in the Con-
gress, they insist that ir. the members’ dining room they have mar-
garine as an alternative to butter, because of the age grouping of
the people here and their concern. v '

There wasn’t much concern with children a few years ago, but
people are becoming more sophisticated and discriminating in what
their children are eating, despite the success of the fast food

chains. - L

What is the basis for that kind of an assumption, just because of
the particular—they didn’t give any place in the report that we
could find any quantitative assessment of how much more sodium
there might be. And it seems almost like a speculation that one
m%ig.ht expect that if you did the following things, you would get
sodium.: - :

Do you know whether or not they really did anything to ask your
nutritionists to determine whether or not this was happening?

Ms. PANNELL. Mr. Ford, I really am puzzled at such a statement.
We never presented recipes, and although raw chicken under the
Government Commodity Program certainly has less sodium than
does fried chicken that you are purchasing, but I am sure by the
time that food was cooked and made fried chicken in the local cafe-
teria there was the addition of some sodium.

So, certainly, I can’t argue with the fact that the befginning prod-
uct that we started with, which was the already pre: ried chicken,
had more sodium, than the raw chicken did. but the product the
child ate, I would wonder, if it wasn’t comparable. But no data was
collected that would indicate. : y :

We did not have to report how much galt we purchased. In fact,
we decreased the amount of salt that we were purchasing by about
- 80 percent; our sugar by 71 percent. We were never able to report
thosed'kinds of positivethings in this study. That was not ques-
tioned. . ‘ oy T :

“You will find in the thicker volumes of this study, that there was

no nutritional data collected. There was no nutritional analysis
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done. And they certainly would have to get our recipes, they would
even ha:i/e to get the companies’ recipes, if we were having food
processed.

I think to take and make an assumption, without facts, is not
what you want in a study of this nature.

Mr. Forp. When we were interested in this by people from
around the country, I recall somebody in here from Boise, ID, tell-
ing us that she sgent a lot of time trying to find more warehouse
space for rice, and that it presented a difficulty because the culture
of Idaho is such that kids raised on meat and potatoes don’t take
kindly to a lot of rice dishes.

Denver, CO, had a warehouse full of rice, it spoiled, as I recall, or
they were afraid that it wag oing to spoil. And they had another
train load of rice waiting for them.

In parts of the country those things just don’t fit the local pat-
tern very well. We think that the Department of Agriculture has
cleaned up the turkey roll mess, but we had somebody in from Cali-
fornia who was in close proximity to the turkey farms, where the
turkeys were killed and shipped to New York, turned into turkey
roll and then shipped back to an area Jjust outside of San Francisco.
And as we looked at those: things across the country, one of the
issues that was raised was plate waste. : :

This committee has always responded, and I think the Agricul-
ture Committee on the Senate side, as well, to concerns about plate
waste. Indeed, we have directed the Department of Agriculture
over and over again to tighten regulations to try to do something

about it. Mr. Quie was on the committee when you were here
- last—was always particularly concerned about dplate waste and
wanted to give more freedom of choice to the students, as one way
to avoid it. Not encourage them to take food that they were going
to throw away anyhow. . D :

How much imffact could you honestly say the problem of plate
waste would reflect in an ‘area where you can make your own
choice of what you are going to feature within the parameters of
described dietary requirements of the lunch program?

Ms. PANNELL. I regret that this stud ' did not do any analysis of
plate waste, because I think we could Kave proven that we did de-
crease plate waste, but that was not one of the issues that was ad-
dresse’dp directly, with facts, at a.ndy rate, ; , :

Certainly, we have experienced a lot less plate waste because our
goal is to provide food t at students will eat, and. we are not want-
Ing to fill a trash can. In our area we have trouble with sweet pato-
Yoes. But there are some parts of the country that-would love to
have the additional sweet potatoes. ‘

With the CLOC Program, we can easily transfer .that sweet

tato to the person that can, without it having to physically go

om one part of the country to the other. Because we can transfer
a voucher. approach.. As a result, we were able to get more white
potatoes, which go better in our area.. R
. And this is just a small example, but you can put sweet potatoes
~ on their plate, you have used’ them, but you have not done the pur-
pose that you have in mind, or that I have in mind. We have not
gotten them consumed. And this is very true. I enjoyed giving some
salmon to our ‘Washington State -friend who was-able to use it,
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under the CLOC Program, to serve fresh salmon. We introduced
salmon because we thought it was very important that we intro-
iil;cefour students to foods that we had not previously purchased a
ot of.

So, we used part of our CLOC that way, but the flexibility of the
CLOC is s0 good, and you can do things like that. She, in turn, had
a product that she did not need as much of, so what we did was
exchange CLOC’s, that was done by VPI, who handled it beautiful-
Ii'l, go that it was all above board. And no product was going across
the country.

Mr. Forp. Thank you very much.

Mr. McKernan. ]

Mr. McKerNaN. Thank you, Mr. Cha rman.

I would like to ask Bill Verrill a question; any of the rest of you
who would want to comment on it, I would be interested.

In l?l'our prepared statement you mentioned, Bill, that you
thought that perhaps cash in lieu of commodities was not a good
idea, and that there would not be enough control from that ap-
proach, as opposed to the letter of credit. Would you just explain
why you think that is tue case?

Mr. VERRILL. I hope I didn’t give the impression that I felt that
my colleagues that were receiving cash were doing unscrupulous
things with their money. My whole intent or meaning in saying
that was my own personal feeling that going hand-in-hand with the
School Lunch Program is the agricultural programs, always has
been and hopefully, always will be. And I just feel that the letter of
credit system is the next best thing to cash, and at least gives us
the leeway to tailor the foods to our own program.

With the cashsites, they received the money and were able to
purchase whatever they wanted to purchase. I would assume most
all food service directors being concerned with the well-being of our
students and the nutritional background, purchased foods that
were fine. I am not questioning that.

What I was after was the fact that if there is a particular item
on the market that needs to be pulled off so.to keep a fair price for
the farmers, that my issuing a letter of credit to all the schools and
giving us a particular period of time to purchase it in, that we can
pull enough of that off the market, so to take care of this supply
and demand. - L '

Whereas the cashsites did not receive notice of what we were
purchasing, and might not have known that they should have been
buying beef in that time, or should have been buying green beans
at that time, or whatever, to help out with that area.

I guess that is where I was coming from with my concern that
we still try to work hand-in-hand with our farmers, and try to help
out in doing the same thing that the USDA is doing. But, again,
giving us the leeway to buy fresh, if we want to, to buy frozen, if
we want to; to bring a process, like Gene’s program needs, because
of his type of system. We serve bulk and we prepare things differ-
ently and ship them out differently. E :

So, we all have different needs, and yet there is very little choice
with USDA foods, as to how you receive them. : .

‘Mr. McKERNAN. Thanks. Does anyone else want to comment on
whether or not you feel that the letter of credit idea is at least a
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" middle ground which' protects the agricultural community a little
bit without going too far the other way, and sort of cutting the
school districts loose?

Ms. PANNELL. I guess I go back to the original National School
Lunch Act, and when it was signed into law, and the two purposes.
And if those are still the two purposes of, one, removing the agri-
cultural products from the market, that the tie with the agricultur-
al product is perhaps better it it is a CLOC system versus a cash
system.

I think if you were to ask all of us if we would truly rather have
cash, or CLOC if we could just have our choice, we would all say
cash. It does give you all the freedom, certainly for doing the same
kinds of things, but may be not buying the same specific foods that
you would want removed.

But I think we are really thinking from the political standpoint,
from the farmers’ standpoint, and hoping that we could continue to
carryout one of those objectives, of the original National School
Lunch Act.

Mr. MiLer. I do have some comments as a cashsite, I do feel
that I purchased the commodities, the foods that everybody else in
the Nation did for my locale. I did not buy sweet potatoes, but the
students there don’t like sweet potatoes.

I feel that those foods will be purchased by the areas that do. As
Dot said, you do have to sometimes put foods of that the students
do not like, to introduce them to it. We do do that. We have pro-
grams that start in the kindergarten level showing that.

I prefer cash in lieu of commodities, or in lieu of the CLOC
system in that during the study I am not one that likes paperwork,
and there is more paperwork, but it can be reduced, and it could be
managable. - : '

If I had my druthers, I would start with cash, I would go to the
CLOC, and last of all, go back to commodities. ‘

Mr. McKERNAN. Let me just followup on that, because I think
one of the concerns that people, especially from the agricultural
States are going to have is, even with CLOC, whether or not there
is going to be some reduction in the support prices for some of the
commodities. Clearly, going all the way to cash might have that
effect. I am not sure that we shouldn’t be moving more in that di-
rection anyway, just as a matter of national policy, but assuming
that we are probably not going to move that way very quickly,
what is your response to whether you think, as part of the School
Lunch Program, there ought to be that combination of agricultural
interests and child nutrition and shouldn’t we, as a matter of
policy, try to make sure that we do try to keep those two together?

Ms. PANNELL. I think we need to keep them together. Having
had a big garden at.one time and realizing that one year you-can
be blessed with a great supply. of something, and the next year you
can plant the same amount of seeds and not get quite so much. I

- am sure that we are always going to -have the ups and downs with
our farm crops, and that sometime we just have better yields than
other years, and there does need to be some way of relieving the
market in order for us to continue as a country that can feed our-

selves as well as we do. :
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So, I see that tie as not being a bad tie, and maybe one that a
program of this nature can fulfill, and since we are tied—originally
were tied, I really don’t see a need to break that tie at this time.
"~ Mr. Forp. Would the gentleman yield?

Mr. McKERNAN. Certainly.

. Mr. Forp. One of the interesting anomalies in this program that
has already been mentioned today is that the senior Senator from
the State of Kansas, succeeded in turning that State into an all-
cash State. It not only is the Commodity Program, but it also is the
principal place of storage for the commodities at end up being
shipped to your {state and mine.

o, they are very big in the Commodities Program in every other
way, except every school in Kansas is on a cash basis. I would not,
but the gentleman seems to suggest that the senior Senator from
Kansas has not assiduously represented agricultural interests
during his career in the Congress.

You might chat with him sometime about how it works out there
in Kansas.

Mr. McKERNAN. Well, the Senator to whom your are referring is
going to be in my district this weekend, and I will bring that up. I
would guess he would rather have all of that Federal money out
there buying Kansas products, than anyone else’s.

Mr. Forp. Could I take just a minute to tell you about—in re-
sponse to the gentleman from Maine—back in the 1970’s, we had a

enator from-your State who became more than a little distressed.

" You had some sort of a potato emergency up there, a price prob-
lem, and it -got so bad that the Canadian potatoes coming into
Maine were being' intercepted and turned over on the highways.
And I am not sure, but my recollection is that they either consid-
ered, or did in fact, call out the National Guard for that.

. And right in the middle of that melee, the friendly Department
of Agriculture arrived in Maine with several carloads of Idaho po-
tatoes. He became a very, very strong convert to this concept very
quickly, and we heard more about the problems of Maine potatoes
than any of us wanted to learn.

. Any when you talk about the agricultural connection that really
is at the base of a good deal, particularly in the Midwest, of the
concern. My State ranks agriculture next, only to the manufactur-
ing, as our principal economic mainstay. And it does not please
them to get l-year-old Washington apples, and no disrespect to
Washington—that have been in storage all summer, right in the
middle of the apple seasun, when school starts in the fall in Michi-
gan. And they are really turning apples into cider and anything
they cai to get rid of them and the schools buy them literally dirt
cheap. In fact, many of the farmers wonld give them to them, when
there is a good crop. o :

. And we get as much reaction from people who say why can’t my

product in my State be purchased by these people, as we do from
people elsewhere. The dairy people in Michigan say, why do our
schools get powdered milk from us, We have a surplus, just like
other States have, and yet at the time we are wrestling with the
surplus they wheel up a train with bags of powdered milk. :

We make them bring powdered milk in. If you want to make

pizza, you can make a cheese out of the powdered milk can’t you?
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Mr. PANNELL. Mozzarella?

Mr. Forp. Mozzarella, and they actually ship that around, they
shipped powdered milk back simply to make the pizza for school
districts all over the country. They would send their powdered milk
out there and they would whip it up, make the Mozzarella cheese
out of it, put it on and send it back. And that stuff gets moved back
and forth. It is good for, I think, the Teamsters and the railroad
workers, they ought to really be for this program, more than the
farmers, because they haul it all around.

And then finally you have this fantastic thing that used to exist
in Alexandria—I don’t know if it does any longer, but a few years
ago we found that we had warehouses full of butter, over here in
Alexandria. And Pennsylvania, which is a substantial dairy State,
too, was sending butter down to Alexandria where it was being
stored, and then it was shipped back to Pennsylvania in a package,
and the people over here storing up were charging us x per pound
for taking it in the front door. And when we wanted it, taking it
out the back door.

And so the question comes from the people up there, trying to
get the Pennsylvania Dutchmen to understand that their butter is
no good, if they make it and use it in Pennsylvania. They have to
ship it to Washington, first, before it becomes good.

These tie-ins create a lot of anxiety with agricultural interests
who do not understand why the old system sort of bypasses them
for the big fellows, who know how to work the system. And there is
a very strong element of entrepreneurship involved in the support
for these concepts at the local level, which partly explains the
number of orthodox conservatives on the Senate side, at least, who
have always supported this move. But for the true conservative
free enterprise people on the Senate side, we wouldn’t even have
this study. - - : :

We were getting our heads beat in, frankly, on this side, in the
House, by members of my party, not members of your party. It was
members of your party in the Senate who saved us. And some very
interesting names that you would never see voting with Bill Good-
ling and Bill Ford on anything else.

So, it is a little more complex than it looks on the surface, but it
is disappointing to see the Department of Agriculture devote four
short, sort. of generalized paragraphs to the nutritional effects of
the program, and then go.on and on and on with the economic
impact on agriculture. And they only think about the agriculture
that sells the commodity that is designated, and they don't think
about any other agriculture.

A farmer in Michigan who is not in that stream, the powdered
milk does not come out of—I don’t know if it comes out of Wiscon-
sin, or not—you are in the MidAmerican Dairy—so you get some of
it. It is hard for a Michigan farmer to figure out why, when it
crosses the Illinois line, their milk is good for agriculture, and ours
isn’t. : ‘

The gentleman from Wisconsin will tell us, they have been
trying to tell us that their beer and their milk is better than ours
for years, and nobody in Michigan believes them.

I thank the gentleman.
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Mr. McKEerNnAN. Certainly. I don’t have any other questions,
except to say that I think that we are moving in the right direction
with this pilot program. I, too, hope that it is going to become one
that goes on permanently, especially when you are talking about
some of these Commodity Programs. I might point out, Maine
farmers are the lowest per capita recipients of Government farm
subsidies of any farmers in the country.

So, I think the more we can move toward the free market, the
better off not only the school districts are going to be, but we are
going to be as a nation.

I yield back the balance of my time, Mr, Chairman.

Mr. Forp. Mr. Gunderson.

Mr. GunDERSON. Thank you, Mr. Chairman.

The reason milk from Wisconsin is better than from Michigan is

simply because it is from Wisconsin. There is no other need that
we need for that.
-1 have to tell you all that I find this hearing delightful. We, on
the Education and Labor Committee, are often sentenced to acade-
micians who come in here and laborious read to us some long dis-
sertation they have just written on some education, or social ill
that is a struggle in itself to stay awake during. It was especially
pleasing because every time we had hearings in this subcommittee
on the School Lunch Program, I have given the same speech, which
is if you want the School Lunch Program to work, serve a school
lunch the kids want to eat. T :

Frankly, the sweet potatoes and prunes, with all due respect to
whoever produces them, I would not eat them when I was a kid,
and I do not expect today’s students to eat them anymore than I
did. So, I commend you all in that regard.

The interesting thing, as I sit here and listen to gour testimony,
is that the conflict which is inherent has certainly been eloquently
espoused by my colleague from Maine, and the gentleman from
Michigan. The conflict from agricultural commodities on one hand,
especially surplus commodities, and the appealing level, should we
say in appetite and efficiency in operating your school lunches—in
defense of the Department of Agriculture, sitting on the House Ag-
riculture Committee, as well as this committee, if you had as many
commodities to deal with as the USDA today, you would probably
take the identical position they have, which is “The heck with ev-
'eryghing else, we simply have to find a way to get rid of this com-
modity.” : :

We have a surplus in every commodity this country produces. So,
I understand that.:

One of the particular concerns that jumped out at me in the tes-
timony.that you and the study obviously reflects is the dairy issue,
because I happen to represent the largest dairy district in the coun-
try. I have a farmer who has been beating up on me for 6 years
because we have not imposed on law proper mandates in the use of
milk and dairy products in our School Lunch Program, than we al-
ready have today.

You will notice in H.R. 7, the school lunch and child nutrition
bill, which is presently going through conference committee, we do
require schools again to offer whole milk, simply as a choice. 1
think there is some legitimate nutritional justification for that. I
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would be interested in your reactions to this whole issue of nutri-
tion.. ) ’ .

To what level ought the Government be mandating nutrition?
Can you somehow convince me and others that actually the nutri-
tion level will increase, rather than decrease under either the com-
modity letter of credit, or the cash basis? Any comments from you
on that, that will actually see nutrition increase, because obviously
the Degartment of Agriculture does not believe so0?

Ms. PANNELL. Well, the food does not yield nutrition until eaten.
And so that is the challenge whatever we do is plan and prepare
food that our students will eat. I believe *he National School Lunch
Program guidelines which we know as the meal pattern, based on
the recommended dietary allowances, have served us well. And the
studies that have been done on nutrition have shown that we have
increased the consumption of many of the nutrients, and particu-
larly, when you consider for a large number of students that are
receiving free and reduced—which I believe the ercentage is about
49 percent of those students served in Schoof Lunch Programs
across the countrz right now, are students from homes that are
i:pnsidered needy because their income is below the poverty guide-
ine.

For some of those students that may be the only good meal of the
daly, and if breakfast is offered, the two good meals of the day.

believe we can be proud of the fact that we do serve nutritious
foods that we are just not, in quotes, fillmg stations, and that we
are, as one of our goals, to meet the nutritional requirements of
that student. And I believe the program, without doubt, regardless
of whether it is a commodity, or a CLOC, has accomplished that.
A?‘ld I do not see one necessarily being that much greater than the
other. :

The points that we have make with CLOC is that it does give us
that flexibility to plan that food that that student will eat in that
community versus trying to push an item that is not popular in
that area of the country.

Mr. GUNDERSON. Any other comments?

Mr. VERRILL. Yes, I would just like to note that we were able to

- . buy fresh tomatoes instead of canned, fresh grapes instead of rai-

sins, fresh potatoes and other fresh vegetables, along with frozen
vegetables instead of canned, and were able to steam those, instead
of taking something that is already cooked to death and pouring
the liquid off, with all of the nutrients, and in doing this I am sure
ltc}ilc?st we increased our minerals and vitamins and roughage for our
Also, I would like to note, as you mentioned on H.R. 7 on the
milk, we have switched over to exclusively low-fat milk, and there
are several reasons for it, going back over the U.S, dietary goals
that was. done a few years ago, and the suggestions made to the
School Lunch Program, tightening down on ats, and salts, and dif-
ferent items. We felt this appropriate to try, also in Portland,
about 68 percent of my kids are free and reduced. I find that most
of them are receiving low-fat milk at home, because it is a more
reasonable product to buy and it is what they can afford.

We do have whole milk available and some kids do choose to
have it, and I see no objection to what you people are trying to do.
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And if it would get a child to drink milk that otherwise wouldn’t, I
would support that. However, I see an area bigger than this that
could help us more, and I go back probably 12 years ago, when we
used to have the Special Milk Program within our school systems
and where a free child could have an additional milk free, and
where the milk was subsidized, so they could sell it at a more rea-
gonable price to all children.

When that program eneded, it cut my milk consumption in half,
and back then, I remember years when we didn’t receive cheese,
because there wasn’t a surplus, there wasn’t much of it. I don’t
know if there is any connection, or not, but I have a feeling that
probably most schools see their consumption cut in half from Spe-
cial Milk Programs were done away with, and I am sure it in-
creased the volume on the market, that had to be produced into
checses and other products, which are more costly, first of all, to do
and to store, and if I had my druthers, I would rather see that
child getting a fresh, half-pint of milk or an additional one.

And that’s one item in my schools there is absolutely no waste
in, and the children would take an additional one, if they were able
to. We would be doing the child more good, it would be costing us

less money in processing and storage. And I just feel it would be

more nutritionally sound.

It is too bad we couldn’t go back to something like that.

Mr. GUNDERSON. How would the commodity line of credit work
in regards to dairy products, under the School Lunch Program?

. Mr. VERRiLL. OK, now we are receiving the same bonus items as
any other school. The year that we were able to do our own pur-
chasing, we still were not allowed to purchase wliole milk under
this program, or if we did, it had to be in, I believe, gallon contain-
ers, or larger, we couldn’t do it in the half-pints for our children.

So, that did not in anyway affect our consumption, or our pur-
chasing. I did purchase a lot more dairy products then, the yogurts
and some of the ice creams, and other things for our children. I
used an awful lot more dairy products than I am able to now under
that program. :

Mr. GUNDERSON. I would like to continue this, unfortunately, we
have to vote, and the second bells mean that it is time to get run-
ning, or we will miss the vote. :

. I do not know what the chairman wants to do. I am willing to
quit, if you want to run and vote.

Mr. Forp. What is the vote? :

Mr. GUNDERSON. It is the vote on the Dannemeyer budget, so you
may want to show up.

. Mr. Forp. We will break for a few minutes, and come back.

Mr. GUNDERSON. I can conclude, Mr. Chairman, if you want to
conclude the hearing.

b ll\iIr. Forp. All right, go ahead, and we will wait for the second
ell.

Mr. GuNDERSON. I would like to let her respond, and then that is
sufficient for me. I will yield back the balance of my time.

Ms. PANNELL. I do feel that the Federal Government under the -
bonus program has limited the form in which we can get your
dairy products. And one of the advantages, when that was CLOCd
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out, was that we could increase the variety, yogurts, and the differ-
ent kinds of cheeses.

You know for such a long time the only cheese we could get was
Processed, then we got cheddar, and it really took something to get
mozzarella, and that is a popular pizza item. And that has helped
consumption, I am sure, more than any one thing, given some vari-
ety. But we are very limited in how dairy products are presented to
us. And your farmers might like to look at what we did during that
year we were CLOC’d out on bonus commodities, because I am sure
that if it was a CLOC nationwide, people could buy the products
whether it was cottage cheese, or Swiss cheese, or colby cheese, or
whatever. You could increase your consumption of dairy products,
if you weren'’t so limited to your choices.

Mr. GunpERsoN. Thank you very much.

Mr. Forp. Thank you very much.

Mr. Goodling won’t be able to get back, so we will conclude here,
and indicate to the witnesses that there will be some questions
from members of the committee, and we had a number of state-
ments submitted.

There are people who, under the time constraints we could not
hear. I would invite anybody who is here in the audience, who
would like to respond to anything that they have heard today, or
has been stimulated by anything they heard today, to add their ex-
Pressions of concern to us, submit those to the committee and we
will hold the record open, so that they will be included contempora-
neously with the discussions here this morning, and the report of
the committee back to the full committee. :

And just to repeat what has already been said, while we would
like to begin moving again on ultimately a local option for these
alternatives, it is just not in the cards for calendar year 1986. We
have mor3'on our plate than we can pray over, and part of it is out
there on the floor right now. And we wouldn’t get very far, if we
made that effort this year. 4

We can’t even get back to conference to finish H.R. 7, and as it
stands now, the chairman is taking extraordinary steps to-try to
get us back at the conference, and get reauthorization out, But
there is just no chance we could move, as much as we would like
to. :
And for those at the table, and in the audience who have some
frustration over that, I can only say that a lot of us up here share
that frustration, but we have to live with the system. And we just
can’t do it now.

Thank you so much for your participation and your cooperation.

[Whereupon, at 11:15 a.m., the subcommittee was adjourned.]

[Additional material submitted for inclusion in the record.]
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THOY

SCHOOL DISTRICT

FODD SERVICE DEPARTMENT
1100 Urbancrest ©  Troy, Michigan o 48083 e (313)689-7494

Dr. Don A, Shader
Superintendent of Schoolt

Lawrence R, Hamilton
Assistant Superintendent.
Instruction

Dt. Barbara A. Fowler
Executive Director.
Secondary Instruction

Maureen E. Kelly
Executive Director,

The Honorable William D. Ford Personnel Services

239 cannon House Office Building Lowell J, Crandall

by Executive Director,
Washington, D. C. 20515 4.,:(,‘;'1,;;,,,,,.,

Merajeans Zodtner

Executive Director,
Dear Mr. Ford: Butiness Services

May 2, 1986

On Thursday, May 15, 1986 there will be a Congressional Hearing on
alternatives to commodities scheduled in the House of Representatives
before the Elementary, Secondary and Vocational Education Subcommittee,
which I understand You are a member of the committee.

Currently, the Troy School District has been involved with a pilot
program which has allowed our school district to receive cash in

1lijau of commodities. We have been on this program for several years
and it has proven to be most beneficial for the district in all
respects. The CLOC program gives us far greater flexibility in
planning a menu that is more desirable to the students and, therefore,
increasing our participation to a high percentile. It affords us

the opportunity to purchase the allotted commodity items when we need

- them and not having to be concerned with inadequate warehousing and

freezer space. It allows us to maintain a quality program with very

high specifications on food purchases. A very important plus for the
program is how it also affects the local farmer or producer. We can
purchase our homegrown products rather than having the same item

shipped in from across the country. It allows us to purchase convenience
foods which has saved on our budget greatly, considering that we are a
union labor district. Record keeping for this program has not been a
problem in any respect.

Bosrd of Mary Ann K Andres Arends, vice-president; Jim Cyrulewskl, secretary,

Robert G. Bishop, A ie Ida Edith trustees
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Personally speaking, I became employed by the Troy School District
two years ago and prior to that I was a Food Service Director of

a district that received the actual commodities. With my experience
in both types of programs, I truly believe the CLOC program far
exceeds the structured commodity program. It allows the food service
department to become competitive with the fast food chains and,
therefore, remain financially solvent.

I truly hope that you will continue to support the CLOC program
and perhaps allow each school district to make the best choice for

their individual programs. If I can be of any service to you, please
contact me.

Yours truly,

,Aégééﬂi./77- /2L444bx_)
Gay M. Moran

Supervisor of Food Service

GMM/mlw




O

ERIC

Aruitoxt provided by Eic:

49

Statemant of
Robert St.Pierra, Michael Puma and Frederic Glantz

Abt Associatea Inc.
55 Whaeler Street
Cambridge, MA 02138

We attendad the hearingas on the cash and letter-of-credit
ayatema held before the Subcommittee cn Elementary, Secondary,
and Vocational Education of tne House Education and Labor
Committee at 9:30am on May 1%, 1986. Aa authors of the
avaluation report that waa the subject of aome of the discusaion,
we would like to provide information to the Committee that we
hope will be uaeful in undaratanding the cash and letter-of-
credit ayatems.

Determining Causality

Most important, is that the testimony of persons who have
run a cash or letter-of-credit system cannot be used in isolation
to draw conclusiona about the effectiv of th systems,
because auch parasons can only tell half of the story.

For example, if participstion retes in Fairfax Co., VA or
Portland, ME go up during the period of the demonstration, school
food service managers present this to the Committee as evidence
that the latter-of-credit system leads to increased school 1lunch
participation. While we do not dispute the assertion that
participation may have gone up in these school districts, it is
not possible to conclude thst the letter-of-credit systes csused
the incresse without additional information. The necessary
additional information is an estimate of what would have happened
to participetion retes in the sbsence of the letter-of-credit
systes. Perhaps psrticipstion would have gone up anywey, for
SOSe reason Completely extraneous to the letter-of-credit system,
or perhaps it would have gone down. We do not khow without
looking et the participation rates of school districts that did
not receive letters of credit.

The way in which ve estimate whst would have happsned in the
absence of the letter-of-credit systes is to examine the
experience of school districts thet ere not in the letter-of-
credit systes, i.e. control group school districts. The full
evaluation report shows that while the Perticipetion rates of
school districts in the letter-of-credit systes indeed rose by
1.5 points during the desonstration (fyrom 357.4x to 358.9x), the
participation rates of school districts under the cosmodity
aystem rose by 1.8 points during the sase period (fros 60.1x to
61.9%x). Thus, the 1.5 point average incretdse in the letter-of-
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credit school districta cannot be attributed to the letter-of-
credit aystem--because during the period of the demonsatration
there was a general rise in participation, even for achool
districts that were receiving commoditiea.

The same logic applies to all the data presented by school
districts. While they can tell the Committee about what happened
in their school district, they do not have the information
necaessary to determine whether the letter-of-cradit ayatem caused
the changes that they see. Thia can only be done by examining
aimilar information <from achool districts in the control group.
The evaluation report is baaed on such data, and correctly
reports on the aeffectiveness of the cash and latter-of-credit
aystema.

Nutritional Impacts

The assessment of the nutritonal effects of the casah and
letter-of-credit syatems is indeed open to criticiam. The full
report makes it very clear that this is a relatively weak part of
the study, and that it is included under the assumption that some
information ja better than no information. The key to the
nutritional asseasment presented in the report is undersastanding
that the data represent the nutritional value of the foods as
purchased by achool districts, not the nutritional valua of the
foods served to children. We do not know anything about the
nutritional value of the food that actually ends up on the plates
of children. Rather, the evaluation collected data on the foods
that were purchased by and donated to school diatricts. By using
a highly regarded data base (from the National Food Consumption
Survay) we tranalated quantities of purchased foodas into
quantities o©f nutrienta. In this way, we calculated the
nutritional value of the foods that are purchased by school
districts, and it is this information that is presented in the
report.

54



O

ERIC

Aruitoxt provided by Eic:

51

Abt Associates Inc. |
55 Whecler Strect, Cambridge, Masachusctts 02138
Telephone ¢ Arca 617-492.7100
TWX: 710-3201382

May 19, 1986

Mrx'. John Jennings

Counsel, Subcommittee on Elementary, Secondary, and
Vocational Education

Room B=346C

Rayburn House Office Building

wWashington, DC 20515

Dear Mr, Jennings,

I attended the hearings of the Subcommittee on Elementary, Secondary and
Vocational Education on the cash and letter-of-credit systems last Thursday, May
15 at 9:30am. At the end of that hearing Congressman Ford indicated that
interested parties could submit statements for inclusion in the record. Please
accept the attached statement for the record.: Thank you for your help.

Sincerely,

NAAC S8

Robert G. St.Pierre
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Calijornia Urban School Food Services Directors clssociation

Froams Uil Sciuat Dewteict
Tulare end M Strvety

Fresno Cabiormis D120

Limg Srach Liied Schwel Desiict
170 Py

trevd
Lomg Beach. Caldorna 30000

Lom Angeies Unibind Sehast
1114 Sk Jan Julion Strpet
tn Caldoress W08
Onblased Uniived Scheed Diotrict
00 Hegh Suvet

Oakiand, Coldornua 300

PO Bee 11
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May 23, 1986

Congressman Augustus Hawkins, Chairman

Subcommittee of Elementary, Secondary
and Vocational Education

Room BI46C

Rayburn House Office Building

Washington, D.C. 20515

Dear Congressman Hawkins,

We appreciate the opportunity to provide written testimony with
respect to the issue of commodity foods, CLOC, or cash for Child
Nutrition Programs. The Association of California Urbam School
Food Services Directors represents Child Nutrition Programs in
the eight largest school districts of the State of California.
Collectively we serve more than 50 percent of Child Nutrition
Program meals served daily in California. The Subcommittee
Hearing on the commodity, CLOC, or cssh jasue provides us with an
important opportunity to present vital concerns.

One of our membera piloted cash in United Statea Department of
Agriculture (USDA) studies. One of our members served as a com-
modity control site during the recent Congressionally called USpA
atudy comparing commodities, CLOC, and cash. Our Association
speaks for continuation of the existing commodity food program.
Our reasons can be enumerated:

1. A finding of the recent Congressionally called yspA study is
that the commodity food program gets the most of the
available dollars to the child as food. Four cents more per
real is a significant differential contribution.

2. The commodity food program provides the tightest link to the
nation's surplus food removal, both in tining of aurplus food
purchase and in location of surplus food purchase.

3. The administrative controls’and, accordingly, surplus food
removal assurance of the proposed CLOC system are unclear and
queationable, inviting graft and corruption. There is a
long-range credibilty danger in the proposed CLOC program.

4., The commodity food program supports the atability of our
nation's food production capability. The United States
today, to the envy of world super powers, holds the akrongest
agricultural capability. Let’s preserve it,

Child Nutrition Programs were established by Congress after World
War 11 to redress malnutrition found in the youth of America
inducted into World War II military service. Provision of the
nation’s surplus commodity foods to Child Nutrition Programs has,
in effect, used our nation's food production strength to build
the atrength and well-being of our nation's youth., The United
Statea is doubly gerved.

We request that the committee remember these vital underpinnings
of Child Nutrition Programs in the debate between commodity
foods, CLOC, and cash. Support and strengthening of the com-
modity food program will accomplish much more than turning the
program in for a new deck.

(i YL,

,
Jane M, Boehrer
Preasident

Food Services Director ,
San Diego Unified School District

JHB: as

860523A.2
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Reduction in Value of the Entitlement

In the testimony of persons who have run a cash or letter~of-credit
system there was some confusion as to how the "market value" of commodities
was determined, and perhaps more importantly, why the Evaluation used the
market value of commodities rather tham the actual cost of these commodities
to USDA. The use of market value rather than cost reflect the fact that the
"worth'' of the commodities to a school district is determined not by what USDA
paid for the commodities, but what it would cost the school district to
replace them in their lunch programs if they were no longer veceived from
USDA.,  Examples of the use of replacement value rather than cost abound in

every day life. A few illustrations would make this point clear

. Anyone who purchased real estate several years 8go knows
full well that the price that they paid for their
property bears little resemblance to its current market
value. People insure their homes for its rveplacement
cost, not the price they paid for {t.

. The box office price for Super Bowl tickets was $75.

Anyone trying to buy a ticket on the street in Boston

this past January would have found that the value of a

ticket was between $500 and $700. Anyone losing a Super

Bowl ticket would know at once that he had lost

considerably more than $75, even if he was lucky enough

to purchase the ticket at the box office.

In assessing the effect of the cesh and letter-of-credit systems an
important issue is the wvalue of the subsidy rveceived by the school
districts, For the districts that continued to receive donated commodities,
the value of the subsidy is best measured by the market value of the
commodities received, not the cost of these commodities to USDA. If these
school districts did not receive the donated commodities, additional food
would have to be purchased on the open market. The value of the commodities
received is determined by the open market price--the replacement cost of the

commodities.
°
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OO ASSOCIATION. INC.

GOVERNMENT RELATIONS OFFICE

TWO.O-FOUR E STREET, NE. . '
WASHINGTON, D.C, 20002 '

TELEPHONE: (202) 547-6332

March 26, 1986

Mr. John Bode

Assistant Seoretary for Food & Consumer Services
U.S. Department of Agrioulture

14th & Independenoe Avenue, S.W.

Administration Building, Room 207W

Washington, D.C. 20250

Dear Mr. Bode:

On behalf of the National Frozen Food Association (NFFA) and
the American School Food Service Assooiation (ASFSA), we are
transmitting to you a oopy of the joint resolution adopted by our

t¥o assooiations relating to the USDA donated commodities
program. ’

As you may know, our two associations appointed a ten member
task force 'to study, the subject of donated commodities and
alternatives to the: present system. That task force unanimously’
recommended the resolution we adopted to both associations.

Both the NFFA and the ASFSA are anxious to meet with you in
the near future to discuss the resolution and its attachments,
particularly our suggestions for improving the commodity program.
We suggest that you ooordinate suoh a meeting with our respective
staff heads, Ann Smith for ASFSA (800-525-8575) and Nevin
Montgomery of NFFA (7T17-534-1601),

We look forward to meeting with you in the near future.

Sincerely,

William Boone

National Frozen Food Assoclation
Sharon Gibson

American School Food Service Assoc.

Enclosure (1)

ecc: George Braley
Marshall Matz
Michael Giuffrida
Nevin Montgomery

Ann Smith
NFFA/ASFSA Joint Task Force Members
, HEADOUARTERS
L P.0. BOX 398 J
HEASHEY, PENNSYLVANIA 17033 n

TELEFHONE: 717.53¢4-1601

T‘b" s
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~ JOINT REEOLUTION
THE AMERICAN SCHOOL FooD SERVICE ASSOCIATION
AN
THE NATIONAL FROZEN FOOD ASSOCIATION

b
REOS WHEREAS, the United States Department of Agriculture (USDA) commo-
dity distribution prqgrarﬁ is an important part of the federal support for

the National School Lunch Progrem;

WHEREAS, commodity processing is an indispensable element of the
commodity prog;'am and allows schools throughout the country to derive the

full benefits of the commodity distribution program; .

WHEREAS, 1legislation was introduced in the Congress in 1980 to
replace the commodity distribution program with a commodity letter of
credit {CLOC) program;

HHEREAS'. USDA has conducted an evaluation of alternatives to- the

commodity donation program;

WHEREAS, the Administration proposed, as part of its 1986 budget,.
child nutrition amendments that, if enacted, would have resulted in at
Teast S to 6 million children and 8,000 - 10,000 schools being forced

from the National School Lunch Program;

WHEREAS, {t {is reasonable to assume that all federal programs,
including the National School Lunch Program, shall continue to face a
severe challenge %o its federal support until such time as the federal

deficit is in palance or significani*ly reduced;

'
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WHEREAS, 1t {s agreed that it would be best, during the current
budget crisis, to provide a strong broad political coalition that sup-

ports the Natfonal School Lunch Program;

WHEREAS, the parties hereto executed a Memorandum of Understanding
on July 25, .1985 (attached as Exhibit A) committing each organization to
(2) Jointly oppose any additional reductfons in federal financial support
for the National School 'Lunch Program, and (b) fully discuss options to
the USDA commodity distribution program;

WHEREAS, Congressman Bf11 Ford wrote to the parties hereto commen-

ding the Memorandum of Understanding (attached as Exhfibit B);
WHEREAS, these discussfons have been fruitful and {nformative;

WHEREAS, the CLOC system has been shown to have.many positive fea-

tures;

WHEREAS, numerous steps have been identified that, if implemented by
USDA and the states, could improve the commodity distribution program
(attached as Exhibit €);

WHEREAS, the. Department of Agriculture has informed us that they are
about to commence a further study of the commodity dist:ibutfon program
in a1l fifty states;

IT 1S HEREBY RESOLVED BY THE JOINT AMERICAN SCHOOL FOOD SERVICE
ASSOCIATION/NATIONAL FROZEN FOOD ASSOCIATION AD HOC COMMODITY PROGRAM
STUDY GROUP, AS FOLLOWS: .

60
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We shall contfnue to work together in opposition to any further

reductions in federal support for the National School Lunch
1

Program.

We shall, for the time being, support a continuation of the
USDA commodity distributfon program. To eliminate further
eroding of this support, a concerted effort must be made to
correct the deficfencies and seek improvements of t.he current
commodf{ ty d‘lstributidn program, as recommended {n Exhibit C,
within a 16 month perfod t;) begin fmmedfately. If at the end
of this perfod, USDA has not implemented these recomendations
satisfactorily, legisiation should be introduced t‘o offer
a8 workable commod{ty/CLOC option to all states,

We shall transmit to USDA those changes Visted in Exhibit C
that are necessary to sustain our continued support of the
commodity distribution program. The jofnt task force will

monitor and review progress with perfodic reports to each of
the Associations.

It s agreed that an expanded CLOC program with a state option
w'ou1d address many of the disadvantages (cze Exhibit D) of the

present conmodit; program and be a viable alternative.

It {s recommended that the current CLOC program for pilot sites
be extended for the period January 1, 1986 - June 30, 1987..
This should be a refinément and fine'tuning perfod for both
programs. Current cash pilot sites should be given the option

of CLOC or commodity program, only.
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Approved by:

American School Food Service AssoclTation

P J.
/(;.‘ |'L('A ’ /:',‘/"/".')E'V- S a

National Frozen Tood Association

62
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Memorandum of Understlnding
etween
The National Fro:en Food A:socintion

’rhe Americnn School Food Sexvice Association

WHEREAS, the Administration has prcposed child
nutrition amendments that, if enacted, would result in at least
5-6 million children and 8,000~10,000 schools being forced from
the National School Lunch Program; and

WHEREAS, the parties hereto believe that this child

‘nut:*tion proposal would not be in the public interest;

THE PARTIES HERETO AGREE AS FOLLOWS:

1. The National Frozen Food Association ("NF1A") will
seek to '"table" Congressional consideration of the commodity
letter of credit legislation this year (1985) as procedutally
divisive, NFFA will work with the American School Food Service
Association ("ASFSA") on the fiscal year 1986 budget with «he
stated objective of seeking maintenance of the National School
Lunch, School Breakfast and Summer Food service Programs at their
current services level, and will support the reauthorization in
H.R. 7 of those child nutrition programs that expire this year.

2. Towards this end, the NFFA will engage in, at a
bininum, the following .activities and urge its member companies

. to do the same:

a, Ssnd a letter to the appropriate members of
Congress urging that debate nn the letter of credit proposal be
"tabled" during 1985;

,E;Ez‘
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g b.  send letters to the Congress .in oppositien to
the Adoinistration’s 1986 child nutrition proposala;

‘ c. Testify before appropriate Congressional
Committees) ‘ ' -

d. Direct that its Washington,.D.C. government
relations staff carxy out liaison and lobbying activities in
opposition to the proposed budget cuts; and ‘

e, Urge 'its . member companies’ attending the

March, 1985 Government Issues Workshop to visit their. Congres-
-sional representatives, h '

‘3.  The ASFSA agrees to work with the NFFA to obtain
enactment of legislation to continue the school districts
participating in the Cash/Commodity letter of Credit‘: Pilot
Project Study in the mode they presently are in until such time
as the Conéress makes an affirmative legislative decision on
either a change in the commodity distribution program or sends
all school districts in the nation back to the present prograd,

4, The ASFSA ag‘rees to actively support a two year
extension of the NCP (National Commodity Processing Program),

&, The ASFSA znd the NFFA will cach cselect five
members to comprise an ad hoc commodity program study ‘,coup to
fully discuss commodity program optioms for school lunch and, if
possible, come to an agreement on a mutual course of action to
pursue. There is a commitment of good faith, financial and staff
resources to the extent possible, made by both associations.
There shall be at least 3 meetings of the study group over the
next twelve months at outually agreed upon locations and times.
These meetings shall provide an opportunity for ASFSA members
whose food servi'.ce program is operating with cash or commodity

64
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latters of eredit as part of tha pilot project study to mnake
presentations to the ltudy group, The Virginia Polytechnic
Institute” and USDA evel\utiou contractor, Abt Ascociates, shall
also be invited to make presentations to the study group,

The objective of these meetings and discussions shall be for
the ASFSA members to make a recommendation to the Association's

Legislative Committee concerning the Assocfation's Posit:"on on

alternatives to the _present commodity program., The NFFA'

representatives will make its conclusions and Trecommendations
known to the NFFA Government Relations Committea.

6. The American School ¥Food Service As's'eeieti.on
agrees that during a Jjoint session of District Directors and
Supervisors; Hajdr Cities; and State Directovs at its 1985 Annual
.Con'vent:_lon in Philadelphia, . Pennsylvania, there shall be a
‘presentation to the membership'. by ASFSA members, of 'the USDA

commodity 1etter of credit study, outlining how the program, and
any cptiomns' thereto. would work 1f implemented.

Approved By:

K d S, B e Ay 35,555
pideid

{Zitle)
National Frozen Food Assocfation, Inc.

'Date: yrjf/lf’f :

American School Food Sexvice
Association, Inec,

* ]
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March 21, 1985

. ' EXHIBIT B

Ms. Ann Smith .

Executive Director "

American School Food Sexvichs ‘ .
Association .

410) East ILiff Straet .

Denver, Colorado 80222 . v

Dear Ms. Smith: .

I am writing to expr;u' my appreciation for tha

. “
. H

TOUELTION AND o
[

SUagMTARY, B HCOWDAX
VOCATONAL EDUCATY

Memorandum of ‘Understanding recently entered into by tha
American School Food Service Association and the National
Food Association, {n which tha part

together over the next 12 months to reach agreement on
course of action with respect to COngressional conside
tion of the .Commodity Letter of €redit Legislation.

The Memorandum of- Understandin

of the d4i cult stxuggle that lies ahead for Congress
its efforts to defeat the President's "budget Pynposals
for IY 1986 related to ths

-nutrition programs. I know that X speak for many of m
colleagues when I gay {

of both Associations in’this effort, not only to
funding for these vital programs in the coming pi
Year, but for the expedited enactment of H.R.
that will reauthorize those ch
about to expire.

scal
il4 nutrition programs

Your agreement to “temporarily table the Commodity
Letter of Credit legislation is not only an astute
recognition that it would be divisive to pursue it at
this time, but it also indicates that you are mindful
of the great effort and sacrifice required of everyone
if ve 'are to reduce the huge Federal deficit. :
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It i's best that we Jjoin our energies in the task of
convincing Congraess’ that cutting another 16 parcent out of
school lunch and child nutrition programs, on top of the
$1.5 billion in cuts made in these programs asince 198},
is not only economically counterproductive to a healthy
and secure Nation, but it also would bes grossly inequitable
to expect these programs to ‘continups to bear more than
their fair share of the deficit-reduction burden.

with kind regards,

Sincerely,

WILLIAM D, FORD 1
Membar of Congress

-

WDF : bkw.
Bee WH%’
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SUGGESTED IMPROVEMENTS IN THE COMMODITY
* OISTRIBUTION PROGRAM .

from
THE AMERICAN SCHOOL Foog SERVICE ASSOCIATION
an
THE MATIONAL FROZEN FOOD ASSOCIATION

Listed below are prioritized recommendations to be submitted to the Unjted
States Ocpartment,of Agriculture for improvements {n the Cormodity Distr{-
bution Program,

Oevelop purchasing and processing policies more consistent with the dietary
guidelines and meal pattern requirements,

Oevelop and implement more relfable delivery schedules timed to the school
year needs,

Publish minimum gervice requirements for State Oistribution Agencies to
includes - ' . .

* - Maximum up-~charge
® Power to enforce recommendat{on

Whenever policies are revised or new regulations developed {nvolving the Food
Oistribution Program, states and others affected during developmenta) stages
should have input, Those at the federal level developing regulations and

policies, many times do-not know the hardships caused at the state or Jocal
level. i .

Oevelop tighter and more stringent specifications to be utilized by Un)ted
States Oepartment of Agriculture when purchasing processed {tems.

The United States Department of Agriculture require state agencies to evaluate
delivery systems to schools and subsequently require state agencies to fmp-

lement the most efficient and Cost effective delivery system for local school
food service authority, .

Oevelop regulations for State Agencies to observe in order to administer the
entire food distribution pro?ram - consistency among and hetween states {is
necessary.  If Congressional legislation s needed, write and {ntroduce.

"Establish a value that the State Distribution Agencles should use in ailo-

cating commodities to the local school- food author{ties. (Suggested FOB +
Freight to state warehouse,)

eyt
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Develop specifié brocedures for allocating food (entitlement) to the 1ocal
level. Introduce legislation t= srovide State Administrative Capcnse finds
based on the formula to include the value of the food distributed in. the State

Administrative Expense formula fin order that funds would be avaflable to
administer the program.

Develop 2 system of communication from United States Department of Agricul-

ture, Division level to all Regional Offfces. Frequently, states fn other

rggions do not recefve the same {nformation from their respective Regional
Office.

Develop thorter lead time to Grder Group B foods. Presently, 90 days in

advance are required to have focd requisitions in the Regional Office.  This
{s a hardship on states. ‘

Develop a system to provide samples of new commodities at state or local level

prior to making a large purchase. We get a large quantity only to find that
the {tem is not acceptable by children,

Ship government commoditfes in large quantities at the beginning of the school

year rather than at the end to eliminate storage problems and expense of
storage over the summer.

Establish a communication network with representatives from American School
Food Service Association, Food and Nutritfon Service, Industry, State Commo-
dity Directors and Commodity Credit Corporation {n quarterly meetings, Define
specific areas for improvement {n program with developed time 1ine for comp-
letion. Quarterly meetings-are recommended. This would ultimately effectuate
desired changes and- establish open communicatfon botween all identities. °

Develop measures to fmp-ove processed foods:

== Specification writing by United States Department of Agriculture for
processed foods can be fmproved - with {ndustry input.

== Recourse by states to United States Department of Agriculture {f product
s out of conditfon and/or not acceptable. . .

-- Enforcement of standards by, state agencies with vendors. Suggest panel
of school food authorities to check for quality control before distri-
bution to school food authorit{es,

Mandate training and/or experience specific to the job assignment foE'aU
personnel administrating commodity &{s¢ribution programs at federal and state

levels.

- Develop a faster turnover of commodities at the federal level.

Ecrablish longer period and more accurate forecasting of commodities in order
that local purchases can be adjusted accordingly.

Improve quality of foods.

*



ADVANTAGES - DISADVANTAGES
COMMOOITIES COMMODITIES
1. Commodities currently provide 1. Inadequately managed program at

significant assistance to the
National School Lunch Program,

United States Department of 2.
Agriculture Commodity Distr{-

bution Program {s directiy tied

to the farm economy and {s

less likely to be cut by

Congress.,

The Commodity Ofstributfion 3.
Program provides a strong network
with community, social and Govern-
ment programs,  (Red Cross,

Salvation Army etc.)

The avaflable commoditities help
create a market for new and -
unfamil{ar food {tems as well

as provide some {tems that are
not as affordable to local school
food service authority.

The use of commodities eliminates
the need for a dual system.

The usé of commodities aid in
Yocal schools cash flow. -

- ;":Z()

federal, state and local levels
that include:

a, Inabflity to communicate between
- levels,
b. Inconsistent quality of products.
c. Specifications not appropriate
for local school food authority
heeds,
d. Products not avaflable when needed.
e. Inconsistent administration of
- program at state and local levels.

Lack of resources for state admin{-
stration,

Burden on local school food service
authority for needed storage results
in higher cost..

ERIC
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ABVANTAGES

COMMODITY LETTER OF CREDIT

1.

ALTERNATIVE

The Commodity Letter of Credit
allowed local school food antho-
rity lv purchase products in
the.form desired with )
flexibility in time of

purchase and the use of local
purchasing procedures.

The reimbursement is brovided in
advance for food purchases.

Less storage space at state and
local level is required.

The Comodity Letter of Credit
provides the ability to trade
assets easfer.

Pressure was placed on United
States Departmept of Agriculture
to improve services rendered to
local school food authority.

There {s a potential increase in
allied support (food processors).

67

DISADVANTAGES

COMMODITY LETTER OF CREDIT

ALTERNATIVE .

The Commodity Letter of Credit
creates an increase in administrative
and distribution cost iv sciw0is and
necessitates cumbersome audit and
excessive record keeping.

There is a need for a dual system to
hand®e bonus commodities and other
United States Department of Agriculture
programs. '

Agriculture and allied support would
diminish.

Limited training in operating Commodity
Letter of Credit program at federal,
state, local levels, and industry.

Local schools would have a potential
cash flow problem if reimbursement is
not received in advance.

The Commodity Program would be vulnerabl
to cuts by Congress.

This program could potentially move
fewer food items from the market.
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STATEMENT
OF
JUDY STANTON
FOR THE
SUBCOMMITTEE ON ELEMENTARY, SECONDARY, AND VOCATIONAL EDUCATION
UNITED STATES HOUSE OF REPRESENTATIVES

May 15, 1986

Mr. Chairman, Members of the Committee, my name is Judy Stanton.
I am a registered dietition and Director of Food Services for the Independent
School District of Boise City, Idaho. I would 1ike to present the advantages
of adopting a local option for "Alternatives To Commodities.”

Boise School Food Services serves 12,500 lunches and 2,000 breakfasts
each-day. The annual budget is $2,564,473 at a cost of $1.07 per meal. The
amount of money received for cash-in-1ieu commodity program at the rate of
.1175 per mea1 1s $216,993 per year.

The Boise School District was one of the eight (8) school districts to
partiz;pate in the cash-in~1ieu of commodity pilot prograhs for the year
1978-79. Documentation is available showing that the Boise District saved
$87,000 per year or 4.6 cents per meal using the cash-in-lieu program. After
being on the commodity program since the 1979-80 échoo1 year; we have continued
on the cash~-in-1ieu of commoditites program with a high level of success. Our
experience shows that if we had received USDA commodities, we wou1& have only
been able to use $.05 of the commodities efficiently and would have lost
$105,270 per year over a six year period.

The cash-in-1ieu of commodities program supports a system t& locally
purchase all agricultural commodities. This concept Qf local purchasing
benefits the School District by improved efficiency and effectiveness in:

1. Menu planning for student acceptability.

2. Purchasipg procedures.

72
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Better management of inventories.
Achieving the desired quality of commodity purchased.

Better control of labor costs.

(= TS : B~ T )

Utilization of existing facilites and equipment.
7. Control of storage costs. '

And, the most important benefit, is the improved nourishment of the
students by the increased participation in the School Food Service Program.

Acceptability by the students will determine their participation, which
affects their nutrient intake. Students who do not choose to eat school meals
because the food is unacceptable or they thﬁﬂf their food away in the garbage,
1ose.the benefits of a nourishing school meal.

Anyone who is involved in planning menus for young people is aware of
the difficulty of trying to meet their changing and variable food preferences.
The Boise School Food Service meets with students to determine their food
choices. Many of the donated commodities are unacceptable.to the students
such as fried chicken, vegetarian beans, sweet potatoes, prunes, figs, canned
vegetables, canned meats, steelhead trout with bones, grapefruit juice, canned
plums and rice. : .

If an unpopular item is served, participation can drop as much as a 1000
meals a day in the elementary schools alone. Serving a meal at only $1.07 is

dependent upon maintaining high participation which keeps overhead costs down.

1

PURCHASING:

Menus are planned six months in advance, with food placed on bid in
quantities for the ensuing six-month period. This enables food ‘to be purchased ~
in sufficient quantities to take advantage of large quantity discounts and to

maximize the efficiency of the bid process. Because school districts have not

ERIC
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been notified far enough in advance of commodity deliveries, it is necessary
to cancel or delay the receiving of items for which bids have already been
awarded. This causes local purveyors to be unwilling to bid; or bid higher
prices to allow for these alterations in the original bid.

Other than a general 1ist of probable commodity deliveries per year,
without dates or amount, the school district receives only six weeks prior
notice of the approximate delivery dates and quantities from the State Office.
This may result in receiving large quantities of items that the school district
already has in stock.

‘Foods may be purchased on the local leve: at a price equal to, or less
than, the price charged for USDA commodities. In addition to the USDA price,
the State charges $1.80 per case for shipping and handling.

The Boise School District is able to purchase food at a savings on the
local level.

Food may be purchased locally that can best be utilized by the school
district with existing facilities and equipment. The processing of commodities
to make them usable only adds additional cost to an already expensive item.

An example of an unusable commodity is the french fries USDA pufchases.
They are 1ight in color and require 25 minutes to cook in an oven. Boise
Schools' kitchens do not have deep fat fryers. The french fries purchased
locally are made especially for oven preparation and require 8-10 m1nute§ to
cook and may‘Be served immediately. USDA french fries require such a long
cooking time that they must be cooked ahead and kept'wann. This results in

1imp, soggy french fries.

STORAGE: .

USDA commodities are delivered in large quantities that must be stored
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for a long perfod of time. The Boise School District pays for commercial
storage of the commodities until they are delivered to the {ndividual schools
in quantities for one week. The bulk of the commodities are received in the
spring which must then be stored throughout the summer and fall. Commodities
gre delivered in the following amounts:

6 months frozen chicken

12 months corn

6 months pears

6 months peaches

9 months dehydrated potatoes

6 months green beans

9 months frozen vegetables -

5 months frozen peas

12 months tomatoes

9'months tomato paste

Locally purchased foods are delivered as needed to the school district's

central warehouse. A decisfon can be made at the time of purchase as to
which 1is more cost-effective,.to take a carload of an item or have it delivered
monthly. Storage costs and the amount of food in stock increases 40% when we

use USDA commodities instead of food that 1s locally purcﬁased.
LOCAL CONTROL:

Decisions concerning which commodities should be purchased are made best
at the local level. Some foods may be popular in one geographical area, but
that does not mean the students in Idaho will eat them. By local control of
purchasing, we can make sure that maximum dollar value and food value {s

recefved for the money spenf. High cost foods like blueberries, almonds, pie
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cherries and steelhead trout are not an economical use of the school food
service dollars. ‘

The Boise School Food Service food cost per meal is $.49 and does not
allow the purchase of these high priced commodities that provide 1ittle food
value in relation to their cost. )

In conclusion, I would 1ike to recommend that this committee support a

local option for "Alternatives To Commodities."
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CApDO PARISH ScHOOLS, SHREVEPORT, LA
May 15, 1986

Statement of Paula Rhoades to the Uaited States House of Representatives,
Suboarmittes on Elementary, Secondary, and Vocational Educational Education.
Mr. Chairmean and Members of the Suboormittee:

My name is Dr. Paula Fhoades. I am a Reglstered Dietitian and the
Supervisor of Child Nutrition Programs of Caddo Parish Schools in Shreveport,

Louisiana., We serve approximately 8,300 breakfasts and 38,750 lunches daily

fram 70 school cafeterias.

I appreciate the opportunity to share my thoughts ocn alternatives to
donated commodities, specifically cash-in~lieu of camodities (CASH).

As a test sits for the demonstration project since 1981, Caddo parish Schools
have received cash-in-lieu of camodities for four years. The CASH program
has been very successful in Caddo Parish Schools.

First, the CASH program has saved us money. By receiving money instead
of actual commdities, we have reduced cur warehousing expenses to less than
cne quarter of what they were before the study began. We have had additional’
savings in truck maintenance and labor for transporting commodities within
the parish. Asdéscribedinthesumaryzeportof the Evaluation of Alter-
natives to Camodity Donation in the School Iunch Program, our savings in
storage and transportation more than offset any increase in food prices.

If the bonus commodities were to be included as part of the CASH or letter-of-
credit system, even more savings could be expected.

The CASH program has reduced inventories at the school level, minimizing
spollage and theft. The mandatory temperature checks cn camodities during
holidays and vacations have worked a hardship on our managers. The labor
cost and travel expense could be saved if comodities were eliminated,

We were not surprised that labor costs were found to be unaffected by

. the CASH and letter-of~credit systems. In Caddo Parish, we chose not to

change kitchen staffing patterns during the study even though we began
purchasing more processed foods due to the temporary nature of the project.
Nevertheless, we did me students and added sandwich lines

in all middle schools without an increase in staffing quring this period.
We have not had to ircrease meal prices in five years desplite several salary
increagses. In my opinion, the Federal govermment should not perpetuate the
highlabarcostofthesd\ool lunch program by sending cammodities needing
extensive processing at the school site.

PR
v -
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Second, the CASH program has allowed Caddo Parish Schools to better serve
our students. The National School Ianch Program was established to provide
nutritious meals to children while utilizing agricultural surplus foods.

The provision of mutritious meals must came first. Nutrition is good only if
it is consumed. We have to serve what kids like. Commodities often came

in forms difficult to use. For example, there are simply few ways to use
non-fat dry milk in the saxﬂwigm—type meals that the students demand.

The American School Food Service Association has joined many health-oriented
groups in pramoting the Dietary Guidelines for Americans. It is challenging
encugh to plan low fat meals that children like without having to utilize tons
of butter and processed cheese. We are sending conflicting messages to our
children. Congress is to be comended for its recent attempt to deal with
the suxplus of dairy products at the production end rather than increasing
consurption of fats. Perhaps other surplus ca.modities which hinder movement
toward better mutrition should be managed similarly. In the mearwhile,

CASH or letters-of-credit allow us to purchase foods in the form of our choice.

Third, the Cash-in~lieu of Commodities program has allowed Caddo Parish
to better administer its food buying, preparation and service. We nust feel
secure that the food we order will be delivered when and where it is needed.
To serve over 40,000 meals a day, we need thousands of pounds of meat and
other food products dajly. We carmot just go to the nearest grocery store
if the cammxdities do not arrive as plammed. Our volume and quality standards
necesgsitate advance mena planning and formal bidding. This procedure takes
menths, If the delivery of a commodity is uncertain we have to purchase the
product fram local vendors. Since we choose to cenduct our purchasing in a
business-like fashion, we honor our bids. If we do in fact receive the
cammodity form of the food, we have to store the excess at great cost to
the department. Cancellation of orders to local vendors would eventually
erode the trust and volume purchasing advantage that we now enjoy. Switching
back and forth between market and comodity forms of foods is difficult to
manage. ‘Even with camputers, substitution of different foods or forms of
fo.od is camlex and time-consuming. For example, honey cannct simply be
substituted for sugar in recipes. The new products must be tested and
standardized. Student acceptability has to be‘assured. The CASH program
has given us the flexibility we need to operate our child nutrition programs

in a cost-effective manner.
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We urge you to allow school districts to choose alternatives to
cmodities. The CASH system has worked well for us. The letter-of-credit
system appears to have many of the same advantages. Either of these systems
could be utilized with bonus camodities. They could also be used by programs
other than the National School Lunch Program in order to achieve greater
efficiency.

Thank you for this opportunity to share our experiences with
Cash-in-lieu of Camodities.
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STATEMENT OF MARY S. TUTEN TO THE UNITED STATES HOUSE OF
REPRESENTATIVES, SUBCOMMITTEE ON ELEMENTARY, SECONDARY, AND
VOCATIONAL EDUCATION .

Mr. Chalrman and Members of the Subcommlittee:

My name Is Mary S. Tuten. ! am Director of School Food Service for
Edgefield County, Edgefield, South Carollina. For the last four years
we have particlipated In the USDA Alternatlves to Commodity Donatlon
pllot study as a cash site.

Until this year, purchasing for food service was decentrallzed. We
have very limited storage. These two factors have hlndered us at times
in making the most economlical purchases possible. Recelving cash has
helped us to work on these problems.

Of course we would like to continue to recelve the cash-in-lleu of
commodities but we are realistlc and accept the fact that the letter
of credit would glve more control to the commodities recelved, at the
same time glve local food service personnel the option of selectling
the form that Is most accepted by students In thelr area.

The fact that foods can be purchased when needed and students'
preferences can bte adhered to Is a blg plus for a change In the
commodity program. When commodities that children do not eat are
dumped on school districts, 1 can assure you that we can put It on the
tray, but the students complete the dumping process and dump It In the
garbage.

Thank you for the opportunity to express briefly my experliences with
commoditles. Please think about an alternatlve to the present system
of commodities.
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STATEMENT OF EMMAJO WILLIAMSON TO THE UNITED STATES
HOUSE OF REPRESENTATIVES, SUBCOMMITTEE ON
ELEMENTARY, SECONDARY, AND VOCATIONAL EDUCATION

Mr. Chairman and Members of the Subcommittee:

It is gratifying to know that I, as a private citizen, can
appear before this committee and express my views regarding
"Alternatives to Commodities for School Food Service."

When I became Supervisor of School Food Service in Iberville
Parish, I was overwhelmed with the amount of surplus foods
available to the program. Bein: overwhelmed soon turned into
dismay. Although Bonus items such as butter, cheese, rice, dry
milk and, at one time, flour were readily available, the
entitlement items such as meat, canned fruit, and vegetables were
not. Invoices for praoducts were received, but delivery was never
predictable.

Quite often I worked up menus around expected commodities,
which were not delivered, and I was forced to make emergency
purchases from local vendors. This practice made bidding almost
an impossible task. I would often under estimate and sometimes
over estimate when issuing bids. Vendors knew this and often
increased the bid price to protect themselves should I have to
cancel an order when the commodities became available. .

When I was asked to participate in the Cash-in-Lieu Study,fI
didn't hesitate. I felt that, in addition to time saved on paﬁer

¢

work, storage and adjusting menus, I would be able to serve a;s
greater variety of foods to the students. /!
The Cash-in-Lieu Study began in my parish in July, 1982.
During the 1981-82 school year the student average da‘ly
participation was 88 percent; this current 1985-86 school year,

e
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the average daily participation has risen to 93 percent. See
Chart A below for average dally participation for the past five
years.

Chart A

YEARS ADA ADP FREE REDUCE PAID ApPS
1981-82 6073 5364 3753-69% 586-13% 1025-18% 88%
1982-83 5731 5206  3857-7u4% U456~ 9% 893-17% 90%
1983-84 5856 5307 _ 3898-73% 459~ 9% 950~-18% 91%

1984-85 5856 5206  3690-71% u465- 9% 1051-20% 89%
1985-86 5686 5209 3668-69% .58~ 9% 1164-22% 93%

Even though the average dally attendance has decreased the
average daily participation has increased by 6 percent over a
five year period. 1Iberville Parish can boast of a 100 percent
daily participation in all elementary and middle schools. The 6
or 7 percent of students who do not eat in the school cafeteria
are high school students who go to school half day or who are in
the GCE program. 1In the four years we've been in the study the
average dally participation increase can be traced to the variety
of menus and food items served to meet the need of the students,
This has been accomplished only because the cash money has
enabled the parish to serve what the students will eat, and offer
a greater variety of food products.

The cash program has cut down on commodity storage.

Although I did not use outside storage I was charged by my school
board for storage space in their warehouse. This cost has been
eliminated.

Should we go back to commodities, because of limited school
board warehouse space, I may be required to look elsewhere for
commodity storage at an additional cost to the program.

School Food Service still has a full time employee
classified as a truck driver/deliveryman, even though we no

82
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longer use him in this capacity. He is now being trained as a
majintenance mz1. Should we have t¢ return to the commodity
program, an #3ditional person wovld have to be employed either
for maintenance or delivery at an additional cost to food
service,

School year 1981-82 ended for Schonl Food Service with a
balanze of $312,701.81 -~ about a two month expense balance -- :
balance that did not permit the program to replace needed
equipment, or make needed rzpairs. Even though the money was «
pap~», it was not always in the bank, forcing us to borrow from
the schocl board to meet some of our financial obligations.

Being in the cash progrum has eliminated this. School Fooc
Servige can new meet its monthly obligations, replace old wern
out equipment, and repair broken equipment without borrowing frc
the local school system. Today the present balance of
$484,9054.62 is approaching the three month balance recommended 1
the State of Louisiana.

in 1981-82 School Food Service had 101 employees. For the
1985-85 school year we have g4 employees. We have not reduced
our employees as much as we, would 1ike because of the staffing
formu!a for the State of Louisimna. 1 feel thé"employees are
needed as our system continues to use fewer convenience foods ar
commercial mixes. It is believed that participation will stay
high as long as the students receive meals that taste home

‘ecooked., This ecannot bLerachieved with commereially prepared

convenience foods, and premixed products.

Participating 1in the cash program has also freed some of
our reimbursements to upgrade.our system. We havE installed a
computer in the. central office and are having programs written |
make the department more efficient. Without the cash program, -
this would not have been possible as th#re were no extra monies
after necessities weré purchased.

With the cash progam we no longer have our money tied up ir
food products in a wareviouse until it can be used. The food
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producis are purchased when needed and in quantities that will be
used within a two week perfod.

Iberville Parish has used its cash study money to purchase
more Louisiana products. Helping the Louisiana farmer has been a
goal since we have been on the program.

I feel that, with the cash program, surplus commodities are
purchased off the market in an amount equal to those furnished
our parish by the commodity program. The difference is. T
purchase them as needed (not.requiring storage), and in a wider
variety as compared to the government's lump sum purchase, and
the necessary need for storage facilities.

Louisiana began it's School Food Service Programs in the
1930's, years ahead of the one Began by the Federal Government in
1946, to help the poor and hungry.

Again, in 1982 Iberville Parish was given a;chance to help
the Department of Agriculture find an alternative to the
commodity program. I feel the study has been successful. I am
in favor of the cash program, and would like to see it become
permanent. Gived the chance, I am sure other systems would feel
the same.

In the event the committee chooges the commedity program, I
hope the pilot site; will be given the opportunity to remain as
tﬂéy are or choose the program they wish. to be in.

. Mr. Chairman and committee members, I know you will do what
is best for the majority of the School Food Service Systems.
Taking time to hear the comments-:of this group certainly
indicates your interest. )

‘Thank you very much for allowing me to present my views. If
there are any questions, I will be hzppy t» answer them.
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STATEMENT
(_)F
JACKIE LOVE
. TO THE
UNITED STATES HOUSE OF REPRESENTATIVES

SUBCOMMITTEE ON ELEMENTARY, SECOM)ARV,
AND VOCATTIONAL EDUCATION

Brementon Schoof Disinict 100-C has been on the "Pilot Program", it the Study
of Alternatives to Commodities, since the 1982/83 schoof year: Because of
this program we have been abfe to hofd our funch prices at the same Level fon
the past four yeans and have teen a 103 increase in ouwr participation, despite
a 12% decrease in the enroliment. ,

1t 48 harnd to plan 36 weehs of menus consisting of chicken, hamburger, ponk
and turkey. These forms of products do not give the variety necessary for
good participation. (e use approximately 95,000 hamburger patties and 1200
cases of french fries alone each year. Fresh fruit {4 a refreshing change
grom the canned fruit. There just Lsn't enough variety in the {ssued commod-
{ties. The USDA can probably buy cheaper but not always. The Last shipment
of bonus ground beed we necedlved this year was priced at $1.37 per pound and
we have been paying $1.27 pen pound.

We can buy unden the National Donated Commodity Processing Progham, thereby
helping to use up the commodities that are being stoned, By buying the monre
highly processed foods we have managed %o reduce Labor by 25%.

© The savings nealized by going to a Letter of. Credit System, thus eliminating -

National and State stonage and transpontation, and the {nhenent prices that
go with this, should be enormous. - .

This district has Bben neceiving cash instead of commodities but even the
Letten of Credit System would seem Like heavgn nather than go back to the
obd cenmodity sustem.

" Thank you §on aéﬂowéng me Lo express my views and forn the .auppomt}u of

you have gaven ‘the schoot food seavices programs.

e
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»

N
Statement of Virgil Goodrich to the Unites States
. House of Representatives, subcommittee on Elementary,
Secondary, and Vocational Education.

.Mr. Chairman and Members of the Subcommittee:
o

I appreciate the opportunity to share with you my thoughts on
the alternative to the commoditjes program, specifically the letter
of credit. I am the superintendent of schools at Parkersburg, Iowa.
I am expressing the opinions also of the head cook and the secretary
charged with the accounting for the lunch program,

L3

' Under the Commoditics Letter of Credit (CLOC)-program, we have
found that we arc able to provide the most popular.and nutritious
lunches for our students and eliminating much previously wasted
food. Also, by purchaging from companies that are located here in
Iowa, we provide some influx into the Iowa econéomy. The positive
effects it has had on our menus is reflected in our high student
participatich. 1In ‘Jeneral, we believe this program is practical and
. provides flexibility to help keep our school unch programs golng ana
: Yet keepinyg the prices we need to charge as low as possible. | .
We would like to urge the members of this committee to do.
.eve;ything in their power to maintain these alternative  programs.

Thank you for allowing me to express thése views and for the
support you, as a committee, have giver the school lunch programs,

. Res;ct:u/}ly submitted, _

virgil M. Goodrich,
Supe;intendent

VG:pg
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STATEMEN: . TTY BENDER, R.D. TO THE UNITED STATES HOUSE OF REPRESENTA-~
TI%3S su *TTEE ON ELEMENTARY, SECONDARY AND YOCAT!ONAL EDUCATION.

Mr. . ..ai and Members of the Committes:

My name Is Betty Bender and | am the manager of the Fucd Service Department
of the Dayton Public Schools In Dayton, Ohio. | appreciate the opportunity
to provide you with Informatlon concerning the current commodity pllot
study. '

In order for you to understand the positlon of the Dayton Public Schools, It
Is necessary to provide ‘you wlth a review of the Chlld Nutrlton Programs as
they evolved ‘'In Daytan.

The Dayton Publlc Schools were buiit on the nelghborhood concept. Students
ate brnskast and lunch at honse except In the secondary schools and two speclal
schools for the handlcapped.

- Yhen | was employed by fﬁe Dayton Public Schools in 1969, the only effort

being made to meet the nutritional needs of low Income students In a changling
soclety was a small cold box lunch program 1n fhehlnner clty schools and a
volunteer breakfast prograh In those same schools. The commodity program was
of minimal concern at fha+ time. R )

However, +Imes change, and' the Dayton Public Schools changed in response to the

‘needs of the cofmunlty. The federal government recognlized the need for expan-

sion of the Chitd Nutrition Programs. Dayton was the réclplenf of sufficlient

" non food asslistanco monias to aliow for the expansion of the breakfast and

lunch programs to all .schoois. This was done by the Implementation of a:cen-
tral kitchen faclllty. The design was approved for non food assistance mon les.
The design of the central kitchen facllity maximlzed the use of ready to eai

- foeds and was highly automated. .
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"The declsion to utilize automat lon an& convenlence foods was based upon

the high cost of labor [n the Dayton area and mojor advances be Ing made
In food technology. Our central kitchen Is o successful and effliclent
facllity, racognized natlonally for Its design and productivity. However,
Its success Is based upon utillization of the proper foods. I+ Is at this -
point that the current commodity program and the needs of the child nutr(~
tlon program [n Dayton are In direct opposition.

»
Many of the commodItles provided to the child nutrition program are not
ready to eat. Hence, school systems and state commodity directors spend
many hours searching for an acceptable food processor/manufacturer to
change commodity ‘foods Into & usable form for schools, l.e., raw chicken
Into chicken pattles, chicken nuggets and fully cooked chicken. If a
food processor/manufacturer cannot be found and approved, schools then face
the challenge of changing the commodity to a usable and acceptable menu
Item.

This Is an expensive, tIme consuming process. Schools cannot afford to
finance a process that ‘Is not cost effective. | firmly belleve that the
federal government lIs committed to total cost effectiveness and the commodity
program currently does not fulfili this commlfmenf. Examples of foods that
are not cost effecflve for the Dayfon system are shown In the attachment.

Based upon the (80 day school year, the average wage per hour, 'Including -
fringe, Is $12.45 for a Dayton food service employee. Wages such as this
prohibit the conversion of commodity products to ready to eat at the tocal
level. It Is Imperstive in our system that commodities be processed by
Industry. This proesdure can ha more expensive +han purchaslng the desired
product when neada‘ on 1nc e, . arket.

We In Dayton recuja!ie that :-i school aystems are not allke. There Is a
difference In aatine havits, equlpment and facillitles, wage scales and food
costs. it Is et v fesire 10 imposé the Letter of Credit upon school
systems that have ru.ad the current commadity program successful and cost
effactive. It Is our desire to urge the cominittse 4o consider the Letter
¢’ Zredit to become the choice of the local operator, thereby al lowing each

2=



district to evaluate and select the commodity program most successful
and cost effective In that district.

We In school food service are committed to fhe'commodlfy program. Since
1946 when the Natlonal Schoo! Lunch Act became law, schools have been
committed to the health and well belng of the natlon's youth and the
utlltzation of commodItles. We belleve that this commitment Is of bene=
fit to our country, to agrlculture, and to schools,

However, jJust as we [n Dayton responded to the needs of the community In

the early 1970's and expanded the chlld nutrltlon programs, It Is neces=

sary that the procedures for handling commoditles respond to the needs of
" school distrlicts and of ‘ar optlons which allow the greatest use of com

mgdlfles by schools.

a

Mr. Chalrman’ and members of the committee, thank you for allowing me to

provide Informatlion on the pllot study. 1 urge you to conslder the

possiblllty of the Letter cf Credlt as a local optlion.

-3.
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ATTACHMENT, .
STATEMENT: BETTY BENDER, R.D.
DAYTON, OHI0

Raw Whoie Turkey to All White Meat Turkey Roll:

Raw Whole Turkey ~ 18 Ib. USDA EstImated Price .769/1b
Total Cost $13.84
USOA Cost of Shipping to Local Distribution Polnt (Unknown) .
Total Cost $13.84
Local Warehousing ~ .27/)b. 4.86
State Charge ~ 1.20/case (2 - 9 |b. Rollis’ .60 '
$19.30
Processing Cost per Roll/Av, 70%/Ylelds .63 Ib. $il.34
18 Ib. x .70 = [2.6 Ib. Product $30.64 .
Cost per Pound $2.43
Bid price i~r Dayton Schcols 85-86 school year for
all white meat turksy rofl - $1.34/1b.
Raw_Ground Boufs
USOA Estimated Prlce $ 1.01/1b.
USOA Cost of Shipping to Local Distributlon Polnt (Unknown)
1.0l
Local Warehousing - .27/Ib. .27
State Charge - .04
$1.32 .
Processing Charge .60
$1.92
Yield per Lb. =70%
Price per Lb. $ 2.49
Prlce per 2. I oz. Patty .32
Bid price for Dayton Schools 85-86 school year for
fully cooked all beef patty - 2.1 oz, -

90
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May 12, 1984

\ .
"STATEMENT OF JEAN MCCALL TO THE UNITED STATES HOUSE OF
REPRESENTATIVES, SUBCOMMITTEE ON ELEMENTARY, SECONDARY, AND VOCATIONAL

" EDUCATION®

Mr. Chairman and Members of the Subcommitte:

1 apprerciate the opportunity to share with you my thoughts on
the congressionally mandated pilot study of alternatives to
commodities In the National School Lunch Program.

I Joined our staff the second school Year of CLOC’s (commodity
letters of credit) operation and have worked continuously for its
support the past three years., We are a small system of approximately
3800 students.

Commodity letters of credit has posed no problems for our
schools. 1t has been an asset to the entire school food service
program. The benefits cause me to volce support for continuing this
program permanently.- We have seen many positive effects such as:

I+ It eliminates large inventory cost by controlling the
purchases going into the school.

2, It glves us security for planning that we did not have
with commodities. We Know in advance what foods are
available. UWe spend our time trying io improve the
school lunch program rather than trying to find ways to
use commodities.

3. We can have foods deliveréd at our convenience.

4. We purchase as needed, taking advantage of special
of fers,

S. We’ve been able to improve the quality of meals served
by using foods in season. Our students have been
enjoying ¢resh strawberries, apples, and frozen
vegetables instead of canned products. By buring from
local merchants, it also helps our 1ocal economy.

6. We have purchased items that had never been on the menu
such as pork chops, salmon and chicken nuggets,

Chicken nuggets have become one of the favorite meals.
Variety appears to be the Key olement to a successful
food service operation.

7. Ue have more latitude in menu design whlch has
attributed to increased participation. From /83-84, we
had a 3% increase and from ‘84-85 a 2% increase.

During this time our ADA Caverage daily attendance) had
decreased, so good meals were in evidence.

8. There was less plate waste because we could offer good
nutritional food in the forms that children would eat
and still retain control over the commodity market.

.. 1t has saved us in ar2as of food cost,” transportation
and storage cost since we have no central storage
space. When you have commodity ‘products processed to a
more usable product extra costs such as certification
costy handling and delivery costs and paper work must
be added, whereas in CLOC you buy In a acceptable form,
thus reducing cost and worry. When all costs
associated with the donation of commodities are
corglidered, the end cost of purchased food items is the
same of Yower than the end cost of comparable food
items., We feel that the CLOC program better utilizes
the food dollar.
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Our concern In returning the commodity program Is the effect |t
will have on participation and the transaction that must take place at
the state and local level. .

As A result of CLOC, we have been able to hold the price In
Loudon County, Tennessee to ,80 (k=-%), .90 (4~8) and $1.00 ¢(9-12) for
the past four years. 1f we go on commodities our prices will have to
increase, We belleve that a nutritionally adequate, affordable school
lunch should be avallable to all students.

‘ I am totally convinced that the CLOC system can work for systens
reQardless of size or location. The ease of the program and
adaptability to our needs warrants our approval. My managers feel
that this |3 an excellent alternative to our present commodity
program. They love It a.c give their vote of confidence.

1 urge you to consider our CLOC program carefUlly and realize
that it has given new Vife to our school food service. 1’m asking you
to please retain the CLOC program permanently and glve other school
districts the option of choosing their own program, cash or commodity.
We should have the flexibility to serve what our students like so that
they will eat without waste, 1 belleve our request is practical and 1
hope politically feasible.

ThanK you for allowing me to express my views for the support of
alternatives to commodities program. You are to be comnended for the
leadershlp that you and the members of this comnittes have provided in
this study. With your continued support, America’s school children
will have the opportunity to be healthy and successful students today
and productive adult citizens tomorrow.

92
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May 15, 1986 '
STATEMENT OF RALPH G, HEGNER II TO THE UNITED STATES HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON ELEMENTARY, SECONDARY, AND VOCATIONAL EDUCATION

Mr. Chairman and Membars of the Subcommittee:

I welcome this opportunity to express my views on the USDA sponsored Commodity
Letter ol Credit (CLOC).

Let me begin by informing yon that I have 13 years experience dealing wit'i the
traditional commodity program. I am employed by Indiana Area School District,
Indiana, PA as Food Servica Diractor. The benefits of the CLOC Program to the
local economy are quite evident. When our $40,000.00 commor e cntitlemenut 18
used for food purchases from local companies, everyone benefits; from t(.e local
farmer to the delivery person. Thi CLOC purchases also enablie a supplier to in~
crease the voluma of his order from a monuiacturer resuliing in A lower unit
price.

There are many products grown and manufactured in Pennsylvsnia that deserve

the benefits of the USDA purchasing and are supplied to us at a bettar price
per unit. For example, apples grown in central Pennsylvania are certainly less
expensive than those shipped by Li; USDA from the State of Washington,

This Program gives us the flexibility we need and deserve in menu planning. We
can serva what the students like and will eat, thus reducing plate waste., OQur
students much prefer chicken nuggets or chicken patties over the USDA supplied
cut-up chicken. The present generation of students are bombarded by the fast
food companies, so to stay competitive we must Serve these types of menus.

We have been able to increase our participation in the National School Lunch
Program from 57.5Z to 63.0% since our involvement in the CLOC Program. These
results were attained even though lunch prices increased $0.20 a8 a result of
the Omnibus Reconciliation Act of 1981,

With the flexibility in purchasing provided )y the CLOC Program, we have been
able to reduce labor hours by 28 hrs/day since the beginning of the Program in
1982. The flexibility mentioned involves the purchasing of preprepared food
items which are labor saving as opposed to the generic form in which present
commodities are received.

The CLOC Program provides the bulk of the entitlement at the beginning of the
year when we can use it most effectively. The present system inherently sends
the bulk of the commodities at the end of the school year. This brings rwn
points to mind, Who needs their freezers.and stockrooms full during the - immer
and, why should the school district pay to keep the freezers running? With
CLOC the food is purchased, the students buy the lunch, the freezers are empty,
and the money 18 in the bank. N
Food distributors deliver once or twice a week 8o we can get what we want, when
we waut it, in the quantity and quality we want, with the CLOC fu . The
present system is very unpredictable at best., America has the bi ...st and best
food distribution system in the world and I do not understand why the federal
government runs competition against this system.

I would like to conclude by informing you that, without exception, all the food
gervice director- - 1 explained the CLOC Program to were anxious to be

. granted such a '
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May 9, 1986

STATEMENT OF TONI WEST TO THE UNITED STATES HOUSE OF
REPRESENTATIVES, SUBCOMMITTEE ON ELEMENTARY, SECONDARY, AND
VOCATIONAL EDUCATION.

Mr. Chairman and Members of the Subcommittee:

My name is Toni West, I am the Food Service Supervisor for
the Greenwich Public Schools, Greenwich, Connecticut. I am
pleased to have the oOpportunity to share with you my feelings
about the Alternative to Commodities in the National Scheoel Lunch
Program. :

The Greenwich Public Schools Lunch Program has benefited by
the alternative of cash in lieu of commodities in several ways:

1) Participation in the school lunch prog. am continues to
increase each school year. The cash alternative has contributed
to this by allowing more flexibility in menu planning. We have
been unsuccessful in trying to prepare such commodicy food items
as prunes, canned peas, cornmeal, canned pork. canned beef,
canned chicken and powdered milk in a manner that would be
acceptable to children. We are now able to create a menu cycle
which includes only those meals with a high rate of student
acceptability. We are offering better quality fovod items which
have increased participation, Flexibility allows our menu to
change as student preferences change. Our customers have
responded by bBuying more food.

2) Plate waste has deCreased becauso most of the high plate
waste items that have been eliminated from the menus were USDA
donated commodities. Cleaner plates are also a result of
planning menus composed Oof quality food items which are more
aesthetically acceptable and more palatable. Commodity items
such as pasta with bugs and rice with worms are not very
appetizing. The National School Lunch Act states, that the
purpose of the school lunch program is to "safeguard the health
and well-being of the nation's children by encouraging them to
eat more nutritious food". Nevertheless, no meal contributes to
a student's nutritional status unless it is EATENI We strive to
offer good valus combined with high quality and sound nutrition.
Purchasing power made possible with the cash alternative,
allowing local food preferences to be satisfied, has resulted in
reduced plate waste.

3) We have more control in the food purchasing marketplace.
Because We are purchasing a larger volume of food, we can be more
selective over which purveyOrs we use. We can carefully evaluate
product quality and prices before accepting any food item. oOften
we are able to obtain higher quality products at a lower cost -
than those that we had been receiving from the USDA. The
delivery and storage problems we encountered with commoditias
have been eliminated. NoO longer must we scramble to purchase a
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substitute or make a monu change hucause a commodity food item
that had been ordercd was not avallable in the Stato Warehouse at
the time of delivery. Since wo do not have to store large
quantities of slow-moving commodities, we are able to purchase
bulk amounts of desirable food 1tems at the lowost market prices.

Accepting, -~toring and processing food that {s not popular
with children la ve.', costly indeed, Many commodity food ftema
have been replacnd | similar foods in difforont forms. Weo are
able to purchagu moru frerh and frozon fruits and vegetables and
better quality fooua ftemu which are loss labor~intensive. Labor
costs have boen reduced because wo have to handle these foods
less. We cannot afford to be a dump site for surplus commodities
just because they are surplug. These foods do not always roflect
the bost food for student consumption. This food 18 not really
free. It costs us customors,

Our customers are children. There is a ¢genoral businoss rule
that 20% of the products that you deal with accounts for 80% of
your business. If you take a good look at the commodities
offered school lunch programsg, about 208 would bo useful and
popular with children. The rest are very difficult to use in a
school lunch program. Such commodity ‘items as butter and checse
aro featured on our lunch menus joss frequent!y than in the past,
due to rocent USDA Dietary Gulc.lines which advocats a reduction
in the fat contont of our meals. Other lt&mna guch as honey,
sweet potatoes, whole wheat flour, grapef: ¢ julce, apricots,

. Plums and brown rice are very Poorly acce:- by our students.
The cash alternative has allowed us tc «i..;+  thesa {toms all
together.

The only way we can keep Our schou. program cost
effective, after absorbing budget curs ¢ ~ - ruggling with

declining enrollment, is to strive t. incre»ie participation. By
encouraging more children to eat lunch we can koep the cost of
the lunch down. Our school lunch [rojrum ic a non-profit
business and it must_be customer-orjonted 1t it is to survive. I
urge you, Mr. Chdirman and members of this committee, to do
everything in your power to keep th. A:urnatives to Commodities
in ‘the National School Lunch Progiam ac’ ‘s, I can no longer
afford the cost of receiving "free™ nn~aodities,

35
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STATEMENT OF JANET MC COWN, R.D. TO TH& U,3, HOUSE OF REIRESENTATIVES SUBCOMMITTEE WN
ELEMENTARY, SECONDARY, AND VOCATICONAL EDUCATION

0ilroy Unified School Dietrict has baen fortunste to have bees on the Commodity
Lotter of Credit (C.L.C.C.) program for the past four (4) years. As Director of the
Food Service Department, I spesk for the whole district in eaying thot we think Letter
of Crodit 1 the best, moot sensible, most efficicnt uee of taxpayers dollare, and the
beat way to support the farmere of America.

We have besn oble to werve foods our customers (the studenta) like, such as
Chicken Nuggets and Turkey Sandwiches, rather than the traditional commodity ltoms,
such as chicken piecee and whole turkeys.

Ther.e are many areas of the Food Sorvice Department which have benefit od from
the C.L.0.C. program.

Area 11 Menu items are geared to what atudents prefery more sandwich items and

fewer caeseroles,

Area 21 Purchasing is done according to local preferences and fresh agricultural ,
products avuilabla, I have used C.L.0.C.'as to purchase fresh apples, grapes,
and other fruit. The dry bean C.L.0.C. wae used oxclusively for a delicious
refried bean mixture made at Gilroy Foods and distributed nationally.

Buying is done through distributors responsive to nur noeds ec that,
if a protlem should arise with & product (such as the USDA ground boef),
the venuor who delivered will immediately pick up and replace ths
unusuable goods. ,

Area 33 Deliveriee come when it ie best for the District, not when convenient
for the trucking firm. We have not had to pay for additional storsge.

A neighboring district tells me they plan to spend $10,000 each }ear for
rental of space for commodities as they come in,

Our warehouse 18 not packed to the ceiling, necessitating climbing
over cases to get to items, running the risk of injury when twisting in
tight places. Instead we get weekly deliveries, allowing more efficient
use of storage space and no wasted time moving items from place to place.

Area 4t Serving lunches to the children has been simplified with the use of
more prepared items. This makes it possible to save Food Service dollars
by not replacing absent employees with substitites.

Area 51 Bill paying has taken more time while on the program, but we gre able
to got bottor oricee for groceries than neighboring districts, bicuuse
we purchase laiger quantities,

0.
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Page 2

With the Letter of Credit we buy just what we need and seldom tum away
the money from commodity. When we were on the commodity program, meny items
wore refused, because we were not able t0 use them. With the Letter of Credit
we have been able to obtain the product in a useable form and thereby mak
the most of the entitlement. ’

Thank you for allowing us to tell you a little more about the great
program called Commodity Letter o'f Credit. Many school districts in California
have heard about it and belisve it could do great things for them, too.

I hope you will allow them to select an Alternative to Commodities.

97
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MAY 15, 1986

TESTIMONY OF MRS. DOLORES BARNABEI BEFORE THE U. S. HOUSE OF
REPRESENTATIVES EDUCATION AND LABOR COMMITTEE SUBCOMMITTEE ON
ELEMENTARY, SECONDARY AND VOCATION EDUCATION

My. Chairman and Members of the Subcommittee:

I am the food service director for a medium size school dipt—
trict in Texas. My district has been in the Study of Alternatives
to Commodities as a Commodity Letter of Credit recipient. I wish
to emphasize the importance of the Commodity Letter of Credit as a
basis for controlling costs and increasing participation. With
the CLOC Program, we have been able to implement cost efficient
strategies that are used by businesses to control their costs. We
have a cycle menu with pre-costed recipes, and use standarized
food-stuffs that yield pre-determined portions. We have a specific
number of meals prepared per man hour. We have implemented "offer
versus serve" in K-12 and are able to offer a choice of all com-
ponents of the Lunch and Breakfast Programs. With the Commodity
rLetters of Credit, we are able to extend our bid periods over a
longer length of time, which lowers our cost per volume. With the
Commodity Letters of Credit we are able to purchase more fresh
fruits and vegetables, thus reducing the fats and sugars in our
menus. In the Food Service Research Review, Vol. 8, No. 1, Spring,
1984, ASFSA has determined 12-16 meals per man hour as efficient.
We average 17 meals per man hour. Serxving 12,000 meals a day, this
means we are able to produce 715 meals in excess of the norm.

At this time of the year, most food service directors are pre-
paring for next year, writing menus, bidding. 1In our district the
first step is to send out an Elementary menu suxvey to the second
and fourth grade students, then we rank the entrees according to
acceptability. Of the top twelve items, eight reflect the Hispanic
influence of Southern Texas. With the Open-~Order CLOC , we are able
to purchase suitable ingredients for these itemg: taco shells, flour
tortillas, corn tortillas, chalupa shells and with the Dry Bean CLOC
we are able to serve our faﬁorite, pinto beans.

I bring this to your attention to stress that different locales
of this country have specific preferences for various foods, and with
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the CLOC's we are able to buy those particular foods which the
students will eat, not throw in the garbage. While navy beans
are not the proper ingredient for chili and beans, nor are pinto
beans ideal for Boston baked beans, they are both dry beans.

On Friday, May 3, 1986, our local paper ran A press release
entitled "Free Food Better Than Cash: USDA" which quoted Assistant
Secretary John W. Bode as saying, "the commodity Qonation system
provides ‘significantly more food' to the school lunch program
than would be available with cash or vouchers."” The article did
not mention the quality of that food.

Having worked in school food service for nearly 20 years, I
am delighted to have the opportunity to serve a consistent, good
quality of food at a price comparable to the commodity assessment;
actually at a lower cost, since we do not have the additional fees
of storage and transportation. Nor, do we have the problems that
are be-~setting food services in neighboring districts disquising,
or making palatable, some of the commodities received. One of my
associates with limited freezer space has ground beef on hold by
USDA. 1In a similar situation, even the cooked pruchased ground
beef was picked up and credited by the vendor. Another district
received Commodity meat patties which were almost impossible to
use. In the past, we have had to grind them in order to make
them edible. Another plus of the alternatives programs is to be
able to refuse improper deliveries without undue paperwork. If a
case is broken Or squashed, we refuse delivery and the driver takes
it back and we receive credit.

When I have .baked potatoes on the menu, they are fresh, grade
A, and uniform in size. They have not been stored so long that
they are sprouting.

The State of Texas is a producer of corn, oats, peanuts, rice,
wheat, sweet potatoes, tomatoes, peaches, beef, pork, chicken,
turkeys, milk and eggs. These are items which are supported by the
Commodity and CLOC programs. It seems reasonable that we purchase
locally and save USDA the cost of distribution.

What I am emphazing is that the American tradition‘of free
enterprise is practiced by CLOC to ensure our nation's children
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the best quality and freshest food that can be produced in our
country for a reasonable cost.

w.th tha CLOC Program, I am able to purchase food items that
have child appeal. We serve a great many items similar to ones
advertised on television for young children. It was amusing to
hear that a six-year~old told his mother that Mac Donalds' had
chicken bits just like at school.

Mr. Chairman, at this time, when our governmen ¢t ces economic
problems, I feel that the child nutrition programs can best serve,
and be served, with the alternatives to the commodity distribution
progr:ms, If the schools were allowed to purchase on open market,
items specified in Commodity Letters of Credit, we could be an
effective tool in lowering commodity cust of transportation and
storage on the national level and still be a distribution outlet
for our nation's agriculture commodities.

Therefore, I request that the Commodity Letter of Credit be
allowed to continue permanently, and that it should be extended to
all school districts that desire it, and that these procedures be
studied in a manner that will determine the Commodity Letter of
Credit Program's effect on our economy and as being in the best
interest of the Child Nutrition Programs.

100:
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TESTIHONY OF MRS. CONSTANCE HEVLY, R.D. TO THE UNITED STATES HOUSE OF
REPRESENTATIVES, SUBCOMMITTEE ON ELEMENTARY, SLCONDARY AND VOCATIONAL EDUCATION

Hr. Chafrman, Mr. Hawkins, and Members of the Subcommittee:

My aame fs Constance Hevly. 1 ama rogistered dietitian and Food Service
Supervisor for the Shoreline School District in Seattle, Washington., My
district has been a participant {n the congressionally mandated pilot project
study of alternatives to commodities {n the Natfonal School Lunch Program
since the onset fn 1981-82, which was a planning year fnvolving just 10 school
districts.

For the past three years, 64 pilot school districts have heen testing the use
of cash in 1ieu of commodities or a commodity letter of credit, which entitles
them to purchase locally those commodities which the U.S. Department of
Agriculture wants supported through School Lunch Program purchases, Shoreline
gas bsen using the Commudity Letter of Credit option, which 1 will refer to as
cLoce,

Study results show that the impact on the natfonal agricultural markets {s the
same as the present system.

The USDA argues that if CLOC is just as effective as the current program, why
change? Our answer to that is that although market impact may be the same,
the advantages to the School District far outweigh the present commodity
donation program.

Study results also show that when ali costs associated with the donation of
commodities are considered, the end cost of purchased items {s the same or
lower than the end cost of comparable donated food ftems.

The follewing are the advantages 1 have seen of the CLOC alternative.

1. Food costs are as low as and often lower than what nefghboring
districts are paying. (In just one instance, that of all-bref
patties, my price, delivered weekly, is $1,04/1b. as opposed to the
$1.364 that districts in our state are paying by the time the USDA
ground beef is stored, transported and processed.)

2. Competition among vendors was stimulated by increased dollars being
spent--we now have more vendors and are paying lower distribution
costs.

3. S3torage, handiing and transportation costs were eliminated at the
national, state and local level.

4. Plate waste has been reduced.

S. Student participation fncreased (12.3% the first year on the
program) because commodities can be purchased in a form that best
sufts the tastes of our students.

6. Commodity money can be traaed over the phone with districts in other
regions of the country before it is spent, allowing for rcgional
preferences.

7. Commodity money can be spent on a greater varfety of items including
more perishable foods. (See the attached history of Shoreline CLOC
purchases,)

8. The time lag between the time an item is ordered and actually
delivered fs much shorter than with the present commodity system.

9. The local economy is stimulated for the farmer,-the processors, the
brokers and the distributors.

10.  Problem commodities vanished because of the latitude allowed in CLOC
purchases and the ability to trade or refuse commodrtfes.

11.  CLOC has enabled us to keep from rafsing lunch srices.
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Nr Chairman, Victor Hugo said, *There is one thing stronger than all the
armies in the world, and that {s an idca whose time has come.* Those uf us on
CLOC and Cash think that CLOC 1s an idea whose time has come.

CLOC s the only alternative that alliws choices to he made at the local level
while sti11 supporting farm prices.. Cash alilows choices at the local level,
but there is no requirement to buy particular commodities at a particular
time. The Cash sites agreed that they "could Vive with" CLOC. 1In fact, those
testifying today unanimously prefer {t to the present commodity system.

With the emphasis of the current administration on the decentralization of
federal functions, as well as concern about the federal deficit, it would seem
that the CLOC alternative would be everybody’s answer to the problem. It alds
the farmer as well as stretching the dollar for the school districts. Every

* penny is usable by the schools, and if CLOC were to be used for bonus ftems as

well as entitlement, it can remove 1-1/2 times the amount that can currently
be removed, and all at the local level. 1f CLOC were an option for those
interested districts, and we know of more than 300 districts that would choose
that option today, the government could buy, process, store, and transport
that much less at the natfonal and state level. We wholeheartedly agree that
there has to be a better way and we are convinced that we have found f{t.

CLOC 15 administratively workable. CLOC is cost-effective. CLOC is preferred
by all of us who use it.

At a time when child nutrition funds are threatened at each budget making
session, we need to save every penny we can {f the School Lunch program {s to
survive.

The traditional commodity recipients are so used to putting up with the
present system that they don’t realize that there can be a better way. Those
of us in the study have had our eyes opened, have had a 1ittle glimpse of
heaven, and have high hopes for the future for our nation's children. We
think that, with vour continued help, we can see a way to help preserve the
lunch program.

The late Dick Scobee, Commander of the space shuttle, Challenger (the shy,
polite Auburn, Washington kid who kept working toward a goal and wound up a
natfonal hero) said, *it is only when we accept our problems as challenges
that we can make today's dreams tomorrow's realitfes”.

We dreamed of a better way and now we are confident that through the
democratic process, it can become a reality. With your help, we would like to
see the CLOC alternative offered as an option at the local district level.

Thank you for giving me an opportunity to express my views.

&
102}
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CLOG
Chlckan

BDeaf

Pork

Turkey

Feaches/Feara
Hixed Fruit

Pincapple

Apples

Green Baans
feas
Mixed Vegetablos

Dry Bsans

Sweet Potctoss
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SHORELINE SCHOOL DISTRICT NO. Al2

Cloc +
1/2 yr Bonus
1982-83

Pattins/2.5 oz.
Nuggste
Pattios/d oz.

Patties

Bevs ¥V g Tpg.
Pop)ar /uliced
Patty -14Q'a
Bacon/vlicas
Bacon Ende

Ham Shenks

Canndien Bacon
Corn Dogs

Turkey Sticks
Bologhe

Salami

Patties
Breaste/Boneless

Frult Mix/cenned
Pears/dshydr,
Pesches/sliced

Tidbite
Turnovers

Prash applas
Juice

Canned/W.K.

Treded/Boef
Treaded

White

Split Pess/grsan
Grest Worthern
Lentils
Garbanzo/cnd
Kidnsy/cnd

Cannad

rood Saorvices

BHORRLINE CLOC PURCHASES
Cloc Only Cloc + Bonus
1983-84 198485 HOULD DUY_IM_PUTURE
Pattles/2.5 oz. Nuggats Nuggets
Ruggots
FPatties Pattlios Pattias
Ground Boef Ground Baef
Roast Daaf Roast Besf
Beusegs Pizza ——————— Saus. Pizze Topping
Bacon Blte Beusoge patties
Patty Crum. Plzze Bacon Ends
Papparoni/eliced Bacon/slices
Becon Ends Bacon Bitg
BBQ Pork Rlbs (patty) Pepparoni/sliced
Bacon/slices Ham Shanke
Han
Ham Corn Dogs Corn Dogs
Canedlan Bacon Salaml Salami
Salami Pastraml Pastraml
wianers Bologna Bologha
Breaste/Bona in  Ham Ham
Corn Doge Breagte/bBonalass  Roagts
Wlenars Breasta
Pulled Heat Wieners
(triod w/own monay)
Pears/canned Pears/halves Pears/cannsd
Peachas/halves Peaches/diced Poachesg/cannaed
Paaches/slicad Poers, dlced Paara/diced
(own money) Poachas/dicad
Tidbits = cmea Tidbite
Ringe/dehydr. Julce/46 oz. Prash applas

Frosh apples
Julca/Ab oz,
Julee/A oz./frin

Canned/W.K.
Coblet/owm money

Traded/Wslnute
Refused/Walnuts

Garbanzo/cnd
xidney/cnd

Cannad

Cubalats/canned Cubilets/canned
Applesauce Applesauce
Dehydr/own money Julce/A6 oz,
Pregh/own money Juice/4 oz./frozen
Julca/4 oz./frzn  Chips/dahydr.

(own money)

Canned/W.XK. Canned/W.K./Crnd.
Fragh/Cob Prozaon/Coblats
Frozan/W.K.
Presh/Cob
Traded/Salmon Trade or Refuas
Canned Some Canned

....... Trade or Refuss
Some Frozen

Corn/Canned/W.K. Corn/Canned
Traded/Salmon Paag/Prozen

Split Paac/green Split Pess

Navy/dry Navy/dry
Kidnoy/dry Kidnoy/cnd
Xidney/cnd Kidney/dry
Traded Lantile
Garbanzo

Trade or Refuge

Refuszed/Crapes Trade or Rafuse
Cenned--fow

103 .y
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b ogloe

Potatoes

Tomatoes

Opaen Ocrder

Chercien
Lemons
Plums
Honey
Walnuts

Blueberries
Prunes

Crapes

Salmon

Almonds
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Yranch Priag
Tater Tots

Pizza Shells
Tortills Chips
Flour Toctillan
Tostanda Shells
80y Sauce
Saled Dressing
Heyonneise
Taco Shells
T™vP

Cornetarch
Shortening
A.P. Plour
Bread Flour
Hamburger Bung

Bread

Squares
Ple rilling

Lemonade

100

1983-84

French Frios

Pesto

Trash

Cornstarch
Spaglatti
Saltines
Hambucrger Bunsg
Tortilla Chips
Rolled Oatsp
Raigin Bran
Cornf lakes
Peanuts

Corn Chips
Rice Krispies
A.P. Plour
Bresd Ylour
Pizza

English Huffins
Bread
Hayonnaisa

Flour Tortillas

Shortaening
Crunch Cups
Cheerlios
Roodles

Granules

Frozen/IQF

4-8

——

French Frien
Spud hitos
Tatur Tots
Potato Skina
Yregh
Pearle

Catgup
Canned
Frogh
Paste

Cookie Dough
~~<Flour, Oatsn
~~=Hargacine
-=-~Soyboan LLL
Corn Chirs
Reditaiia/sholle
Cornflakes
Pizza

Salad Drossing
Tortilla Chips
A.P. Flour
Dread Plour
Hayonnalve

HOULD_BUY. IN_FUTURR

Pranch Pries
Spud Dites
Tater Tots
fotato Bkinm
Fragh
Paurls

Cateup
Canned
Pasto
Frash
Puces
Soup

Sume ag past 3 years
oxcept no crunch cups

shortening/liq/eolid

Saltines
Salad oil

Tact Ple Pllling
Traded/Salmon

Refused/Almonds

Frozen/IQP
Refused/Almonds

Julce/Frzn/32 oz
Green/Seadless/cn
Haraschino
Julce/4 oz.
Green/Fresh
Red/Frash

Ralein Bran

Ple rilling
Trads

Lemonade
Trads or Rafuse

Frash
Trade or Refuge

Packets
Cang

Granules
Placas

Frozen IQF
Refuse
Seame asm 84/8S

Probably no
Maraschino

Raisin Cookle Dough

Fragh
Frozen

Smokehouse
Paste

Fresh
Frozen

Smokehouse
Paste
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1282-03 A02=04

Chesse/Nnre, —————
1ce Cremm
Pudgesiclen
Ica Creem Ders
Dixle Cups
Eakimo Ples
Drumeticks
koot Deer tlost
Bata
Cresnsiclen
Hilk/gel.
Pta/white/choc,
Sheke Hix
-=A.P. & Choc.
Cottage Cheese
~~Reg, & Trim
Malf & Half
Patwonen Chense
Creenm Chesss

1204-03

Hilk/gal.
Pta/whltaschoc,
Sheke Hix

MQULD DUY TN FUTURK
Same

Butter
Cheese/Anec./Procesnsd

~=A.P, & Choc.
Yogurt/rlaln
==Plnaapple
~=Raspberty

=~Hixed Decrcy
--Ocange
-=Blackbercy
~=Blusberry
~-8trawbarcy
Cheeso/Anac/sl.
--Hontecey Jack
=-Craam

pudding Pops

Rica Krieplos
Honer/Packels
buttornilk

Sour Cream

1ce Ctanm

-~Hoath Bare
=-Craemsicles
~=Bacs, Cups -\
~-Fudganiclas L AN
--Vanllls gsandwichas
~~Eakimo Ples
~-=Dixie Cupe
--Nestle Ccunch Berm
-=8idewalk Sundeas
--Hissila parg
cookie Dough/Buttier
Hilx/1-2 gal.

-=1/3 qt.

1035_,_
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MAY 15, 1906

STATEMENT OF DERORAH M. KARPEN To THE U.S. HOUSE OF REPRESENTATIVLS
EDUCATION AND LABOR COMMITTEE SUBCOMMITTEE ON ELEMENTARY,
SECONDARY AND VOCATIONAL EDUCATION

Mr. Chairman and Membors of the Subcommittoo:

My namo is Deborah Karpon. I am the Businoss Manayer of tho Elk
Point Public School in Elk Point, Scuth Dakota. I am also the
authorizod ruprosontativa for roporting to the Stato Food and
Nutrition Service.

Mr. Cuatrman, in 1946, thao National School lunch Program was ost-
ablishod. One of its main objectives was "to cncouraye tho doman-
tic consumption of nutritious Agricultural Commodities”. Until
1962, thao Elk Point School runch Program accomplishad that objoct=-
iva by usc of commodities racoived from our State Diastribution
Agoncy.

Wa, in Elk Point, bedan participating in the Commodity Donation

Study with a Fund Balance of $11,000,00, Our Fund Balanco as of
May lst of this yoar is $34,000.00, It is my opinion that this

improved financial position comes about oxcluaively as a rosult

of our participation in tho Study.

Tha study encompassed a period in which the Elk Point School
District oxporionced a declina in enrollmant from 573 to 525
students. Dospite the decreased enrollment, our Total Studont
participation an a porcentage of enrollment increased by 13.99%.
Wo served 43 additional moals each day. The participation of
paid students participating increased by 9.33% whercas tho part-
icipation of Froo and Reducoed priced moals increased by only
4.66%.

As o participant in the Study, we were given the opportunity

to purchase commodity type foods in a different form than that
which the Department of Agriculture purchases. we no longer had
to disguise tlie commodities we received so the kids would eat
them. We made bettcs use of our commodity dollars. Our usage

of commodity products increased by 5.44¢ por meal from 16.11¢ per
moal to 21.55¢. Our financial position had prevented us from
hiring the labor necessary to make the most efficient use of

the commodities we received before the study began.

Our storage space in FY 1982 was sometimes crowded and over-~
flowing. We often had to pay overtime on the days when commodi-=
ties arrived so the cooks could find a place to store the order.
Participation in the study gave us the latitude of having week-
ly deliveries made rather than the monthly deliveries we were
accustomed to. Our inventory at the end of June 1985 was
$2338.11, less than half of our inventory at the beginning of
the Study.

The reporting requirements associated with the study are not
overwhelming. It takes me about 45 minutes to prepare the forms.
each month.

We have been able to support our local producers by purchasing
commodity type products. The firm which received the South Dak~
ota bid for Ground Beef purchases less than 50% of its cattle
from South Dakota producers. Our supplier purchases more than
70%. of its cattle from South Dakota producers. The company does
not have the capability of flash-freezing the quantity of Ground
Beef required by the State bid, but can satisfy our needs.

We also purchased fresh tomatoes from a local farmer. It went
better with submarine sandwiches than commodity tomato paste
would have.

It has been our pleasure to be a Cocmodity Letter of Credit site
in the Commodity Donation Study. Mr. Chairman and members of this
committee, I urge you to consider making the Commodity Letter of
Credit a permanent option for us and for other School Lunch
Programs.

Thank you for allowing me to express my views and for the support
you as a committee have given our school food service programs.

'
¥
'
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May 13, 198¢

TESTIMONY OF MRS, PAT HOLSTEIN, FOOD SERVICE DIRECTOR LEXINGTON COUNTY
DISTRICT THREE SCHOOLS BEFORE THE ELEMENTARY, SECONDARY, AND VOCATIONAL
EDUCATION SUBCOMMITTEE UNITED STATES OF REPRESENTATIVES

Mr. Chatrmsn, Mr. Goodling, and Members of the Committeas ,

My name is Pat Holsteln. I am food sarvice director for Lexington
County District Three Schools. For four years we have taken part in
the USDA Commodity Letter of Credit pilot program,

Mr. Chaltman, we ate pleased with the program. As food service
director, I bid and buy the food for the entire district. This food
can be bought at a cost as low as or lower than the USDA price with
no shippling or storage costs or problems; therefore, the program is
benefiting the district financially, Food can be purchased when it
{s needed or wanted so the menus can be varled and the meals made
more appealing to the students.

*+ Our school district fs frimly in support of the Lotter of Credit
as a better alternative to the present commodity system. It can
relleve the farmer's surpluses and provide price support.

As a result of having letters = of « credit, the district has
more buying power, OQur school district food services works on a
tight budget without local tax dollars, We operate efficiently
and plan well. The average cost for food per meal in South Carolina
school food services last year was $ ,5537. In Lexington County
District Three food services, the cost per meal was § ,4731. More
moncy is spent in South Carolina for South Carolins apples, chickens,
ground beef, etc.

I am enclosing a copy of a Letter - of - Credit for the purchase
of beef. When you look at the wide range of products we can buy, I
think you can understand how beneficial this would be, Instead of
having a freezer full of ground beef, we can buy a wider variety of
products more acceptable to the children and easier to use.

Thank you for allowing me to express my views. Please consider

the Letter of Credit as an alternative to the present system of
commodi ties,
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Food and Mutrition Hervice CLOC Ho.t E-014-013-24
U8, Dopartment of Agriculture
Commndity Donation Demonsfration Date of lacue: 01/01/84

Commodity Letter of Credit
for the purchase oft "
Roef
[sound tot
Lexington fichou) District 3
in the amount of
$2,077
To he puwrchased no later thant To be delivered no later thang
068/30/84 12/31/84
You are authorized to purchase this commodity in amounts up to the dol)lar
Vimit noted ahove, On receipt of a satisfartory proof of purchase, your
Demonstration Account will be credited for the amount of the purchase or that

part of the purchase meeting the requirements noted below,

Full credit, up to the limit noted ahove, will he made on the following
productst

Beef (Roasts,Ribs,Stew Meat,etc,) Cround Beef, up to 20% VFP

Chopped Formed Steaks Dried Heef

A1) Peef Hot-dogs A1) Beef Lunchmeat

Beef Liver Cround Beef Patties, up to 20% VPP
Canned Boef Any Product Which is 90X Beef

Vea)

Partial credit wil) be given when one or more of the above products is an
ingrediant in a processed foods Credit wil) be given for that portion by
weight of the food the commodity represents, The commodity will b2 valued at
current market prices,

To qualify for credit, the product must be composed only Of targetea
commodities produced in the United States, A1l products shal) he processed,
packaged and delivered in accordance with regulations of the U.S, Department of
Agriculture and requirements of the Federal Food, Drug and Cosmetics Act ana
regulations stated therein.

For furthur information regarding the proper use of Commodity Letters of

Credit, cal) the Commodity Donation Study at (800) 334-3342 between the houwrs
of 9:00 a.m, and 5:00 p.ms (Eastern Time Zone), Monday through Friday.

108
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STATEMENT
or
JOYCE LAREAU, R.D.

TO THE UNITED STATES
HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON ELEMENTARY,
SECONDARY, AND VOCATIONAL

EDUCATION

MAY 14, 1986

Mr. Chairman and Members of the Committee, my name is Joyce Lareau.
I am a registered dietitian and operate a gchool lunch program that is
currently participating in the Commodity Donation Demonstration Study
as a CASH site.

I would like to discuss some of the effects this alternative method
has had on the school lunch program at Huntington Beach City School
District in Huntington Beach, California.

Even in the face of declining enrollment and an increase in our
lunch price, our participation has increased 10% since we have been
in the study. A number of factors have influenced participation in
the National School Lunch Program. The CASH alternative has allowed
us flexibility in menu planning, We have restricted our menu selections
to include only those meals that have high student acceptability. we
feel we are able to purchase higher quality products that are more
appealing to the students,

Plate waste has declined since we have been in the study. e were
able to eliminate the USDA donated commodities, such as sweet potatoes
and peanuts, that the students would not eat.

Our costs are down in a number of areas, due to participation in
the CASH alternative. We did not have to increase our number of food
Production employees, due to the fact we are able to buy many convenience
foods. If we were gtill receiving labor-intensive commodities, such
as turkey and chicken, we would have to add extra employees,

Receiving cash instead of commodities meant we did not have to
rent extra storage for commodity products nor did we have to pay our
delivery driver to pick them up and bring them to the Central Kitchen.
Our own freezers can handle the deliveries we receive from local vendors.

Also since we have been in the study, each of our freezers has
broken down. If we were still receiving and storing commodities, we
would have lost a large percentage of them.

Our local food purchasing has changed since we have been in the

. study. We are able to obtain better prices due to the fact we can

anticipate our needs for the entire school year, bid our food items
and buy in bulk.

In conclusion, I feel that the alternatives (CASH and CLOC) to
commodities have improved the operation of our National School Lunch
Program by increasing participation and lowering costs. This in turn
has allowed our school district to end each year “in the black".

Finally, Mr. Chairman and members of this Committee I urge you
to support an alternative to the commodities program.

Thank you for allowing me to express my views and for your support.
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STATEMENT OF
VIRGIL PUFFENBERGER, CHILD NUTRITION SUPERVISOR
For 'The
PENDLETON COUNTY SCHOOL SYSTEM IN WEST VIRGINIA

To The

UNITED STATES HOUSE OF REPRESENTATIVES
SUBCOMMITTEE ON ELEMENTARY, SECONDARY AND VOCATIONAL EDUCATION

MAY 15, 1986

During the past four years the Pendleton County Schooi System has
participated in the "Alternatives to Commodity Distribution" study to
determine the most effective method for the United States Department of
Agriculture to deal with the distribution of surplus farm commodities to
the local school districts.

Pendleton County was chosen as a school site to participate in the
study through the "Commodity Letter of Credit" program. This program has
been very successful for our county, and we feel that it is superior to
the other alternatives for the following reasons:

1. The CLOC program allows us the flexibility of purchasing
commodities from local merchants, local farmers and fruit
growers; therefore, enabling us to utilize more fresh fruits
and vegetables in our hot lunch programs.

2. Since we can bid in larger quantities, we can get better
prices, which enables us to cut the costs of operating the hot
lunch program.

3. Foods are delivered to individual schools, thus eliminating
delivery and storage costs. Under the USDA Comnodity Donation
Program, commodities were delivered to one school, with very
limited storage space. The county was then responsible for
delivering these commodities to the other schools. In
addition to this expense, the county was responsihle for
paying delivery costs on USDA commodities to the state agency.

4., Another advantage of the CLOC program, and probably the most
important, is that the commodities can be purchased in a
variety of forms. For example, USDA delivered whole frozen
turkeys to the county. The CLOC program permits the purchase

of turkey products, such as, turkey hams, turkey rolls, turkey

roasts, turkey hot dogs, turkey pot pies, etc. This also
permits us to offer a more. varied menu, which not only helps
us offer foods the students like, but also reduces the work
load of the cafeteria employees.

S. We feel that this program has contributed a great deal to the
stabilization of our student participation. Our participation
has not increased greatly; however, this is due mainly to the
decrease in our student population.

6. The CLOC permits the U. S. Department of Agriculture to
control the commodities purchased by the school system, yet
allows the purchase of commodities in the form best suited to
the needs of the systen,

I have mentioned unly a few of the many advantages the CLOC method
of distribution has over the other alternatives. We in Pendleton County,
West Virginia, would like to continue operating our child nutrition
program under the CLOC method of distribution.

We, therefore, sollcit your support {or the continuation of this
program.

Thank you for allowing me to express my views on this program and
for your support of the child nutrition programs.

N

64-544 (112) . 110



