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e “In the agoregate, the GAQ estimated that WIC services to pregnant women more than pay for themselves in one year. The GAO
- + estimated that in 1930, the federal government spent $296 miiion for WiC prenatal benefits and averied $853 million i health-
oy ' related expeditures during the first year of life for infants born to WIC mothers. Over an 18 year period, the GAQ estimated, more
5 than §$1.036 billicn in health-related costs will be averted, for a net savings of $740 million.

= & Source: GAO Study, 1992 & Center on Budget and Policy Priorities, 1993
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/ . October 13, 1993

Honorable Patrick Leahy

Chairman

Senate Committee on Agriculture,
Nutrition and Forestry

328-A Russell Senate Office Bldg.

Washington, D.C. 20510

Dear Senator Leahy:

I am pleased to inform you that you can count on Public
Voice to support your effcrts in moving the "Better Nutrition and
Health for Children Act® through the 103rd Congress.

We believe the bill provides long-overdue measures for
improving children’s diets and preverting chronic diseases for
successive generations of America: adults. The ration’s youth
currently consume far too much fat and saturated fat and far too
few fruits and vegetables. Unless we take switt action to reform
federal child nutrition programs, we will corntinue to pave the
way for needless future health problems and medical expenses.

Provisions of the bill that reform the National School Lunch
Prcgram (NSLP) are especially critical for establishing healthier
dietary patterns among America’s youth. If passed, the bill would
help bkring school meals into compliance with the U.S. Dietary
Guidelines and would begin to till disturbing gaps in Kids‘’
consumption of fruits and vegetables. The bill also responds
positively to the recent National Academy of Sciences report
about kids’/ exposure to chemical pesticides by opening echool
lunch rooms to organically grown foods.

In closing, I want to commend you and your staff on the
swift introduction of the legislation you promised to develop as
recently as Public Voice’s September 8th school lunch press
conference. We look forward to working with you and other members

of your conmittee to ensure that a strong bill is enacted inta
lawo i

Sincerely,

‘ #.

llen Rosénfe
/" Acting Co-Director
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CENTER

FOR SCIENCE

IN THE

PUBLIC INTEREST

Paiseest Ntrition Action Healthletter

october 15, 1993

Senator Patrick Leahy
U.S. Senate
washington, DC 2051¢

Dear Senator Leahy:

The Center for Science in the Public Interest is a ron-
profit consumer-advocacy organization that is supported by more
than half a million Americans. We have long been concerned about
the nutritional quality of foods provided by federal programs.

Wa are delighteé that veu are sponsoring far-reaching
legislation wandating long-overdue improvements in the U.S.
Department of Agriculture’s feecing programs.

Your bill will begin lowering the fat and saturated-fat
content of scheol meals so as to be cnnsistent with national
rutritional recommencdations:; current levels of fat are much too
high, according to USDA’s own surveys. Praviding schools with a
liztle more money to buy additional fruits and vegetables is also
a €censible investmaent in children. Children’s health will be
further improved by eliminating the reguirement that schools
offer whole milk, a3 major source of saturated fat. VYaur bhill
sends a signal to schools that the in-school sale of certain junk
foods is unacceptable and undernmincs the National School Lunch
Program.

Finally, your bill recognizes the nublic’s concern about
pesticide residues ir food. Although the amount of money that
the bill provides schools to purchase organic focds is modest,
your blll 1s a step in the right disection toward implcementing
the USDA, EPA, and FDA’s recent recommendations concerning
farming with fewer peslicides. Moreover, it shows farmers and
the public that there is a real market for food grown without
synthetic chemicals.

We look forward to working with youu and your staff as this
bill wends its way through the legislative process.

ncerely /\
7/ Lo \,‘{""1

nicnael F. udLUpSOH, Ph.D.
Executive Dirggtor

1875 Conneclicut wenue. NW. Suite 300. Washngton. 0.¢. 20009 5728 © (202) 332-910 = FAX (202) 265-4954
Executive Director: Micbael fucobson. PhD.

'ﬁ Printeud un recyiles vuper



October 12, 1983

The Honorable Patrick Leahy
U.8. Senate
Washington, D.C. 20520

Dear Secnator Leahy:

The Children's Deferse Fund is pleased to endorse the 3etter
Nucricion and Realth £or Cchildren Act. It is essential for
children to have a nutriticus diet in order to grow and tarive,
The Act would strengthen the range of nmutrition programs affecting
children ancé would ensure that chilédren would have access to good
nutrition at all stages and times durin¢ the year.

Strengthkening programs such as WIC and the Child care Food
Program will help to ensure that children are healthy and well-fed
-- Critieanl Eactors in assuring thac they are ready to learn. It
is also important that they vreceive a positive school lunch
experlence and that the summer Food Program be accessible during
the comsiderable part of the year that they are not in schood.
Gliven the growing number of nomelese children, 1t 1s important to
address tne unigue sgituation of chiléren living in emergency
shelters.

This 18 a key kill recause irn recognizes the range of programs
that must be strengthened In order to reach the broadest group of
low-income childzeu. When enacted, 1t will corntribute Co the
healthy development of millions of our most disadvantaged children.

s[/rtiimiy (A,? (Ca e

Marian Wright Edelman

25 F Street NW
washirgaon, 0C 20001

Tokphom: 202 6208787

£I% 301 6633310



1i=17-02 19+ 47PN
2: 47PN ' Q4R

Néws Release

8 Bread for the World
é}l,?&"s";Zﬁ;, ’;{5“2‘5333 e 1000 For more information, contact
(301) 608-2400 Fax:(301) 608-2401 Barbara Howell or Alma Crawford

(301) 608-2400

BREAD FOR THE WORLD MOBILIZES GRASSROOTS
CHURCH SUPPORT FOR WIC

"A Child Is Waiting" Campaign Wl Urge Maundated Full Punding for WIC

Bread for the World pledges active support for Senator Leahy's proposal for mandated
funding for the Specias Supplemental Food Program for Women, Infants and Children (WIC)
through "A Child Is Waiting," its 1994 letter-writing campaign. "A Child Is Waiting" will
involve 45,000 grassroots members and thousands of local churches in urging members of
Congress to guarantee access to those eligible for WIC benefits. At present, WIC receives
only enough federal funding 10 reach 60 percent of those cligible.

Over its two decades of service, WIC has proven itself effective in reducing low birthweight,
the leading cause of infant mortality. The program also decreases anemia and improves
mental development. By preventing health problems, WIC saves federal, state, local and
private health care costs. The U.S. General Accounting Office says that the $296 million
spent on prenatal WIC benefits in 1990 will save $1.04 billion in health-related expenditures
in the next 18 years. Studies examining Medicaid savings alone due (o the participation of
pregnant women in WIC showed cost-benefit ratios of $1.92 to $4.21 for every dollar spent.

"A Child Is Waiting" represents the latest effort in Bread for the World's multi-year
commitment to securing full funding for WIC. Bread for the World president David
Beckmann says "Children can't wait until tomorrow for good nutrition. Their hones,
muscles, and minds are forming today. By mandating full funding for WIC and improving
other critical child nutrition programs, the Befter Nutrition and Health for Children Act will
ensure that all our children are adequately nourished. Bread for the World applauds Senator
Leahy for his commitment to children and faruilies."

Bread for the World is a Christian citizens’ movement dedicated to ending hunger.
Supported primarily by member contributions, most Christian denominations and more than
1,000 local churches, its 45,000 members seek justice for hungry people by lobbying our
nation’s decision-makers.
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OFFICE OF THE SECRETARY
WASHINGTON, D.C. 20250

DEPARTMENT OF AGRICULTURE j
- /L/(_/L

Ms. Melanne Verveer

Deputy Assistant to the President and JAN | 7 1998
Deputy Chief of Staff to the First Lady

The White House - Room 100

Washington, D.C. 20500

Dear Melanne:

U.S.D.A. today released the enclosed report: The Nutrition, Health and Economic
Consequences of Block Grants for Federal Food Assistance Programs. The report takes a
hard look at the consequences of proposed block-grants of Federal food assistance programs
for states and those who rely on these programs. [ think you will find that the report makes
an important contribution to discussions about the future of these programs.

I hope you will find the report useful. If you have any questions, please don’t hesitate
to give me a call.

Sincerely,

Ellen Haas
Under Secretary for Food, Nutrition
and Consumer Services

Enclosure

AN EQUAL OPPORTUNITY EMPLOYER









circumstances. During economic
downturns, funding would not keep
up with rising poverty and
unemployment. The demand for
assistance to help the poor would
be greatest at precisely the time
when State economies are in
recession and tax bases are
shrinking.

For example, if the Personal
Responsibility Act had been in place
over the last five years -- a period
marked by both economic recession
and recovery - the block grant in
1994 would have been over $12
billion less than the food assistance
actually provided, a reduction of
about one-third (Table 2).

States would be forced to reduce
the number of people served, the
benefits provided, or some
combination of both. The bill could
lead to the termination of benefits
for 6 million food stamp recipients
in fiscal year 1996.

The reduced investment in food and
nutrition assistance programs and
elimination of the authority to establish
nutrition standards will adversely affect the
nutrition and health of low-income families
and individuals.

o}

The scientific link between diet and
health is clear. About 300,000
deaths each year are linked to diet
and activity patterns.

Low-income households are at
greater risk of nutrition-related
disorders and chronic disease than
the general U.S. population. Since
the nationwide expansion of the

Food Stamp Program and the
introduction of WIC, the gap
between the diets of low-income
and other families has narrowed.

The incidence of stunting among
pre-school children has decreased
by nearly 65 percent; the incidence
of low birthweight has fallen from
8.3 percent to 7.0 percent.

The prevalence of anemia among
low-income pre-school children has
dropped by 5 percent or more for
most age and racial/ethnic groups.

The Personal Responsibility Act
would eliminate all federal nutrition
standards, including those in place
to ensure that America’s children
have access to healthy meals at
school. Even smallimprovements in
average dietary intakes can have
great value. The modest reductions
in fat, saturated fat, and cholesterol
intake due to the recent food
labeling changes were valued by the
Food and Drug Administration at
$4.4 billion to $26.5 billion over 20
years among the U.S. adult
population.

The Act would also threaten the
key components of WIC -- a tightly
prescribed combination of a
targeted food package, nutrition
counseling, and direct links to
health care. Rigorous studies have
shown that WIC reduces infant
deaths, low birthweight, premature
births, and other problems. Every
dollar spent on WIC results in
between $1.77 and $3.13 in
Medicaid savings for newborns and
their mothers.

.






Table 1 -- Effect of the Personal Responsibility Act on USDA Food Assistance Program Costs
(Dollars in millions)

Fiscal Year
1996 1997 1998 1999 2000 | OO

Current Law:
Food Stamps/NAP $27,777 $29,179 $30,463 $31,758 $33,112 | $152,290
Child Nutrition 8,681 9,269 9,903 10,556 11,283 49,692
wiC 3,924 4,231 4,245 4,379 4,513 21,291
All Other 382 351 351 351 351 1,784
Total 40,764 43,029 44,962 47,042 49,260 | 225,057
Proposed Law: 35,600 37,138 38,756 40,457 42,214 194,166
Difference -5,164 -5,891 -6,206 -6,585 -7,046 -30,892
Percent Difference -12.7% -13.8% -13.8% -14.0% -143% -13.7%

-

Notes: Based on current service program level for USDA food assistance programs in Department
estimates of September 1994 (excluding projected costs of Food Program Administration
but including anticipated mandatory spending for WIC, consistent with Presidential policy).
This table does not include the budgetary effects of food programs operated by the
Administration on Aging in the Department of Health and Human Services.

The Food Stamp total includes the cost of the Nutrition Assistance Program in Puerto Rico.

The Child Nutrition total includes all administrative and program costs for the National
School Lunch, School Breakfast, Special Milk, Summer Food Service, Nutrition Education
and Training, and Child and Adult Care Food Programs, the value of commodities provided
to schools, and support for the Food Service Management Institute.

The All Other total includes all administrative and program costs for the Commodity
Supplemental Food Program, the Emergency Food Assistance Program, the Food
Distribution Program on Indian Reservations, the Nutrition Program for the Elderly, and
Food Distribution to Charitable Institutions and Soup Kitchens and Food Banks.

Proposed levels for the block grant in fiscal years 1997 through 2000 are increased from
the 1996 amount using the projected increase in total population and the cost of the Thrifty
Food Plan for the preceding year. Totals may not equal sum of columns due to rounding.

This table assumes that Congress appropriates the full amount authorized in each year.







Table 3 - Effect of the Personal Responsibility Act
on USDA Food Assistance Programs by State in Fiscal Year 1996
(Dollars in millions)

_—

Level of Food Difference
Assistance
State

Current Proposed Total Percent
Alabama $818 $713 - $105 -13
Alaska 97 84 -13 -13
Arizona 663 554 - 109 -16
Arkansas 422 403 -19 -4
California 4,170 4,820 650 16
Colorado 412 417 5 1
Connecticut 297 248 -49 -17
Delaware 92 58 -34 -37
District of Columbia 137 85 -52 -38
Florida 2,194 1,804 - 389 -18
Georgia 1,209 934 - 275 -23
Hawaii 215 198 -17 -8
Idaho 127 176 49 *38
lllinois 1,741 1,483 - 258 -15
Indiana 713 691 - 22 -3
lowa 297 266 -31 -11
Kansas 307 270 -37 -12
Kentucky 740 582 - 157 - 21
Louisiana 1,141 765 - 375 -33
Maine 188 167 - 21 -11
Maryland 576 404 -172 - 30
Massachusetts 608 577 -32 -5
Michigan 1,390 1,109 - 281 - 20
Minnesota 508 490 -18 -4
Mississippi 730 603 -127 -17
Missouri 810 754 - 56 -7
Montana M 140 29 26
Nebraska 187 175 -12 -6
New Hampshire 89 94 5 5
New Jersey 836 704 -132 -16
New Mexico 361 321 - 40 -1
Nevada 145 150 5 3
New York 3,101 2,661 - 440 -14
North Carolina 930 849 - 81 -9
North Dakota 86 76 -9 -11

vi












nutrition education for women,
infants, and young children, and at
least 20 percent support school-
based and child-care meal
programs;

Eliminate USDA’s authority to
donate commodities; USDA could
only sell bonus commodities to
States;

Require most single individuals or
childless couples to work at least
32 hours per month in public sector
jobs; and :

Eliminate assistance for virtually all
noncitizens, legal or not.

This paper examines the consequences of
the Personal Responsibility Act on the
existing food and nutrition programs. First,
we look at the impacts these changes
would have on the food assistance safety
net. Then, we examine the effects of
these changes on the nutrition and health
of the American people, particularly
children and the poor. Next, we look at
what might happen to the food and
agriculture industry and the economy in
general. Finally, we explore how these
changes could affect States and the
individuals currently served by food and
nutrition programs.

While this analysis concentrates on the
changes put forward in the Personal
Responsibility Act, it is important to note
that virtually any proposal that includes
substantial reductions in funding or
creation of large-scale block grants would
have similar consequences.

FINDINGS

Enactment and implementation of the
Personal Responsibility Act would have
substantial consequences for the safety net
of food assistance programs now in place;
for the nutrition and health of low-income
Americans; for food, agriculture, and the
economy; and for the level and distribution
of federal support to States. These effects
are each described in turn.

Consequences for Food Assistance

The proposed Personal Responsibility Act
would significantly reduce federal support
for food and nutrition assistance. USDA
funding for food and nutrition assistance
would be cut by more than $5 billion -- or
13 percent -~ from the FY 1996 current
service estimate and by $3 billion below
spending in FY 1995. The gap between
current services and the adjusted block
grant funding would widen to $7 billion in
FY 2000 and total nearly $31 billion over
five years (Table 1).

The Personal Responsibility Act would also
eliminate funding for elderly congregate
and home-delivered (meals-on-wheels)
meals provided through the Administration
on Aging (AoA). In FY 1995, AoA
provided $470 million in addition to the
$150 million provided through the USDA
Nutrition Program for the Elderly. Funding
for these programs would need to come
from monies appropriated under the
Personal Responsibility Act.

All food and nutrition assistance would be
forced to compete for limited discretionary
funds. States’ ability to deliver nutrition
benefits would be subject to changing
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Table 1 - Effect of the Personal Responsibility Act on USDA Food Assistance Program Costs
(Dollars in millions)

_— ——
Fiscal Year
1996 1997 1998 1999 2000 | o

Current Law:
Food Stamps/NAP $27,777 $29,179 $30,463 $31,758 $33,112 | $152,290
Child Nutrition 8,681 9,269 9,903 10,556 11,283 49,692
wiC 3,924 4,231 4,245 4,379 4,513 21,291
All Other 382 351 351 351 351 1,784
Total 40,764 43,029 44,962 47,042 49,260 | 225,057
Proposed Law: 35,600 37,138 38,756 40,457 42,214 194,166
Difference -5,164 -5,891 -6,206 -6,585 -7,046 -30,892
Percent Difference -12.7% -13.8% -13.8% -14.0% -14.3% -13.7%

Notes: Based on current service program level for USDA food assistance programs in Department
estimates of September 1994 (excluding projected costs of Food Program Administration
but including anticipated mandatory spending for WIC, consistent with Presidential policy).
This table does not include the budgetary effects of food programs operated by the
Administration on Aging in the Department of Health and Human Services.

The Food Stamp total includes the cost of the Nutrition Assistance Program in Puerto Rico.

The Child Nutrition total includes all administrative and program costs for the National
School Lunch, School Breakfast, Special Milk, Summer Food Service, Nutrition Education
and Training, and Child and Adult Care Food Programs, the value of commodities provided
to schools, and support for the Food Service Management Institute.

The All Other total includes all administrative and program costs for the Commodity
Supplemental Food Program, the Emergency Food Assistance Program, the Food
Distribution Program on Indian Reservations, the Nutrition Program for the Elderly, and
Food Distribution to Charitable Institutions and Soup Kitchens and Food Banks.

Proposed levels for the block grant in fiscal years 1997 through 2000 are increased from
the 1996 amount using the projected increase in total population and the cost of the Thrifty
Food Plan for the preceding year. Totals may not equal sum of columns due to rounding.

This table assumes that Congress appropriates the full amount authorized in each year.
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annual appropriation priorities. There is no
guarantee that Congress would appropriate
the full amount authorized in any given
year. Moreover, the authorization ceiling in
every future year would be based on the
previous year’s appropriation. If the Food
Assistance Block Grant is reduced in one
year to support other priorities, funding for
future fiscal years would be permanently
lower. As a result, the difference between
the funding needed to support current
services for food assistance and the
funding appropriated to support the food
assistance block grant could be even
greater than the estimates reported here.

Under the proposed block grant, food
assistance programs would be unable to
respond to changing economic
circumstances. Historically, the Food
Stamp and Child Nutrition programs have
automatically expanded to meet increased
need when the economy is in recession and
contracted when the economy is growing.

Under current law, if a family or individual
is needy enough to qualify for Food Stamp
or Child Nutrition benefits, they are assured
of benefits regardless of where they live.
These families and individuals need only
apply to receive these benefits. Thus, as
unemployment and poverty grow, so does
program participation, cushioning some of
the harsher consequences of economic
recession.

It is not possible for the Food Assistance
Block Grant, or any other block grant, to
respond to economic or demographic
changes in this way. While the number of
people eligible for and in need of assistance
will grow as the economy weakens,
unemployment rises, or poverty increases,
they will not necessarily be entitled to

receive any support. Because federal
funding for food assistance would no
longer automatically increase in response to
greater need, States would have to decide
whether to cut benefits, tighten eligibility,
or dedicate their own revenues to anti-
hunger programs. The demand for
assistance to help the poor would be
greatest at precisely the time when State
economies are in recession and tax bases
are shrinking.

Food stamp benefits are based on the
amount of resources needed to purchase
an adequate and nutritious diet. If benefits
are reduced across the board, they would
no longer be sufficient to enable families to
purchase the food they need to sustain an
active, healthy life.

The importance of the loss of an automatic
adjustment to food assistance programs
can be illustrated best by looking back to
the period between 1989 and 1994, when
the U.S. economy fell into recession and
subsequently recovered. Had total food
assistance been cut by 13 percentin 1989
and then adjusted by changes in total
population and food prices -- as proposed
in the Personal Responsibility Act - the
block grant in 1994 would have been over
$12 billion less than the federal support
actually provided for food assistance (Table
2), a reduction of about one-third. Over
the course of five years, the shortfall
would have amounted to $46 billion.

Even in the absence of the initial 13
percent funding reduction called for in the
Personal Responsibility Act, the block grant
adjustment would not have kept pace with
existing automatic adjustments. By 1994,
funding for food assistance would have
been $9 billion below actual spending. Any
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With Initial Reduction *

Table 2 -- Historical lllustration of Food Assistance Block Grant

(Dollars in millions)

—_—

Without Initial Reduction

Actual

Year Food Adjusted Difference Adjusted Difference

Assnteribe (B;l:::: Total Percent (B;',‘:: Total Percent
1989 $21,697 | $18,941 -$2,756 -12.7 | $21,697 N/A N/A
1990 24,778 20,666 -4,112 -16.6 23,672 -$1,106 -4.5
1991 28,849 21,97 -6,878 -23.8 25,167 -3,682 -12.8
1992 33,519 23,232 -10,287 -30.7 26,612 -6,907 -20.6
1993 35,397 23,369 -12,028 -34.0 26,769 -8,628 -24.4
1994 36,928 24,374 -12,554 -34.0 27,920 -9,008 -24.4

_—t ! S S

Notes: Actual food assistance includes total federal cost of all USDA food assistance programs,
excluding Food Program Administration. The cost of food programs operated by the
Administration on Aging in the Department of Health and Human Services are not included.

These figures assume that Congress would have appropriated the full amount authorized in
each year. The block grant authorization is adjusted by the change in total U.S. population
and the Consumer Price Index for Food at Home in the preceding year (ending on July 1 for

population and in May for the CPI).

The initial 12.7 percent reduction in the first year is equivalent to the estimated percentage

reduction in food assistance funding in the first year of the Personal Responsibility Act as
shown in Table 1.
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block grant proposal would have similar
effects because no formula adjustment can
replace the automatic adjustments built
into the Food Stamp and Child Nutrition
programs.

The proposed block grant would shift
spending among food assistance programs.
The floors and ceilings on spending for
administration, for services for women,
infants and young children, and for child
nutrition would redistribute the funds
available for these broad program
categories (Table 3). The minimum set-
aside for food assistance and nutrition
education services to women, infants, and
young children would be about $860
million more than the anticipated spending
on comparable WIC services in the FY
1996 baseline. The minimum set-aside for
child nutrition services excluding
administration would be $1.2 billion less
than the comparable baseline. The funds
remaining would be $3.7 billion below the
projected current service level for all other
programs, including the Food Stamp and
Food Distribution programs.

The federal share of State administrative
expenses for food assistance programs
now averages about eight percent, with
substantial variations among States. Under
the Personal Responsibility Act, States
could use no more than five percent of
their grant on program administration.
Thus, the ceiling would effectively reduce
federal support for administrative costs by
more than one-third. Because the bill
would not require States to contribute any
of their own funds to program
administration -- while current law requires
them to contribute about half of the cost of
administering the Food Stamp Program --

the actual reduction in total administrative
support could be much greater.

Consequences for Nutrition and Health

The reduced investment in food and
nutrition assistance programs and
elimination of the authority to establish
nutrition standards will adversely affect the
nutrition and health of low-income families
and individuals.

The scientific link between diet and health
is clear — dietary intake is linked to major
chronic diseases, including heart disease,
stroke, diabetes, and certain forms of
cancer. Fourteen percent of all deaths,
about 300,000 per year, are linked to diet
and activity patterns. Furthermore, small
improvements in average dietary intakes
towards the Dietary Guidelines for
Americans have a large .value. Very
modest reductions in fat, saturated fat, and
cholesterol intake due to food labeling
changes (from 0.1 to 1.4 percent) were
valued by the Food and Drug
Administration at $4.4 billion to $26.5
billion over 20 years.

Low-income households are at greater risk
of nutrition-related disorders and chronic
disease than the rest of the population.
There is a substantial body of research
demonstrating that the incidence of
nutrition-related disorders and health
conditions related to poor nutrition is
greatest among the low-income population.
The Federation of American Societies for
Experimental Biology, in a report on
nutrition monitoring in the United States,
summarizes various findings from key
nutrition studies of recent years. Among
the findings reported are the following:
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The current law Child Nutrition total includes all program costs for the National School
Lunch, School Breakfast, Special Milk, Summer Food Service, Nutrition Education and
Training, and Child and Adult Care Food Programs and the value of commodities provided to
schools.

The current law All Other total includes all program costs for the Food Stamp Program, the
Nutrition Assistance Program in Puerto Rico, the Commodity Supplemental Food Program,
the Food Distribution Program on Indian Reservations, the Nutrition Program for the Elderly,
and Food Distribution to Charitable Institutions and Soup Kitchens and Food Banks.

This table assumes that Congress appropriates the full amount authorized in each year.

Sums may not total due to rounding.
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number of reviews credit a part of this
improvement in the nutritional status of
vulnerable groups to the safety net
provided by the food and nutrition
assistance programs.

]

The incidence of stunting has
decreased by nearly 65 percent.
Nutrition surveillance data (CDC,
1977) from 13 States for the period
from 1974 to 1976 indicated that
22.8 percent of preschool aged
children were stunted (having low
height for their age). Similar data
were reported from the first Health
and Nutrition Examination Survey.
However, by 1992, the prevalence
of stunting in low-income children
had dropped to 8 percent (DHHS,
1994).

Similar improvements in the
prevalence of low birthweight have
been documented. In 1965-1967,
8.3 percent of all live births in the
United States were low birthweight
(less than 2,500 grams). By 1990,
the low Dbirthweight rate had
dropped to 7.0 percent.

The prevalence of anemia in low-
income preschool aged children has
also improved dramatically. Data
from the CDC Pediatric Surveillance
System indicate that rates of
anemia in pre-school aged children
dropped by 5 percent or more for
most age and racial/ethnic groups
between 1980 and 1991 (Yip et al,
1992). Researchers attribute a
significant  proportion of this
reduction in anemia to participation
in WIC.

Anemia has, for a long time, been
associated with apathy and
listlessness. More recent data
indicate that physical work capacity
is decreased with anemia. In
addition, mild to moderate anemia
has been associated with
diminished mental performance in
school.

Under the Personal Responsibility Act all
nutrition standards for food assistance
programs would be eliminated.

o

The Personal Responsibility Act
would eliminate the standards that
ensure America’s children have
access to healthy meals at school.
The current law authorizing the
Child Nutrition Programs ensures
that the meals served to school
children satisfy certain nutrition
standards. As aresult, participating
children are able to obtain the
recommended one-third of the RDA
for basic vitamins and minerals
essential for good health from lunch
and one-fourth from breakfast.

Students’ daily intakes of total fat
and saturated fat, however, exceed
current dietary recommendations.
Daily intakes at lunch average 37
percent of calories from fat,
compared with the Dietary Guideline
goal of 30 percent or less, and 14
percent from saturated fat,
compared with the Dietary Guideline
goal of less than 10 percent. USDA
- through its School Meals Initiative
for Healthy Children - proposed
regulations in June to update
nutrition standards and require
school meals to meet the Dietary
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federal support for food assistance
programs. Second, the bill would repeal
USDA's authority to donate commodities.
And finally, the bill would enable States to
move away from food stamp coupons,
electronic benefit transfer, and WIC
prescriptions - each with a direct link to
food purchase — and provide assistance in
cash. Retail food spending will decrease
when the same level of assistance is
provided as cash rather than targeted
assistance.

These changes have implications for the
food and agriculture industry and the
general economy. A reduction in federal
support would result in lower retail food
sales. As food spending declines, the loss
in sales would affect earnings of food
manufacturing and distribution firms.
Agricultural producers would suffer
decreases in gross farm income as farm
prices and food sales decline. The
economic effects would not be limited
specifically to food-related goods and
services. Non-food sectors would be
affected by reduced government
expenditures in the economy. This would
occur through deficit reduction, tax cuts, or
some combination of both. Appendix B
describes the procedures and detailed
results of an analysis to estimate impacts
for farm and food sectors and the
economy-at-large.

By reducing federal support for food
assistance by $5 billion and converting the
remaining $35.6 billion in food assistance
to a block grant, the Personal
Responsibility Act could result in an
immediate fall in retail food sales of $4.25
billion to $70.5 billion. The cap on
administrative spending will force States to
look for ways to reduce administrative

costs. Even without this incentive, many
States have pushed hard for waivers to
existing Food Stamp Program requirements
to provide food stamp benefits in the form
of cash rather than coupons. Under the
Personal Responsibility Act, States would
no longer need to seek USDA’s approval
and could immediately cash-out any and all
food assistance programs. Cash-out could
occur in spite of evidence that an in-kind
benefit is more effective in stimulating food
purchases than a similar benefit provided in
cash.

Agricultural producers stand to lose under
the Personal Responsibility Act. Farm
income for livestock, vegetable and fruit
commodity producers could fall by as much
as $1 to $2 billion in response to a $5
billion cut in federal support with
conversion of remaining food assistance to
block grants. Income losses for other
agricultural producers would be moderated
by existing farm price and income support
programs. For example, grain and soybean
producers’ gross income (which includes
government farm support payments) could
potentially fall by $200 million and federal
grain program costs would increase by
$250 million. Gross farm income declines
because government payments do not fully
offset the loss of market income.

The impact on the dairy sector depends on
the potential losses in fluid milk sales if the
mandatory milk requirement in the National
School Lunch Program is lifted. If fluid milk
sales to the NSLP were to fall by 25
percent, dairy producers would lose as
much as $380 million in income. Federal
dairy program costs would increase by
$228 million. With no decrease in milk
usage by NSLP, the income loss would
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This would result in diminished support to
agricultural markets, increased federal
storage costs and possibly increased
donations to foreign countries in lieu of
distribution of such commodities
domestically for use in providing food
assistance.

Consequences for States

The proposed formula for distributing grant
funds to States would result in substantial
individual losses for most States. |If
Congress appropriates the full amount
authorized under the Personal
Responsibility Act, most States would lose
federal funding in FY 1996; only eight
States would gain. In some cases - as
shown in Table 4 -- the gains and losses
are substantial. For example, California
could gain about $650 million; Texas could
lose more than $1 billion.

Several factors help explain the pattern of
winners and losers. On the one hand,
there is the 13 percent reduction in total
federal funds available for food assistance.
Absent any other change, all States would
lose federal funding.

On the other hand, there is the allocation
of funds among States using their share of
the economically disadvantaged population.
This approach would redistribute benefits
among the States for at least three
reasons.

First, the income Ilimits defining the
economically disadvantaged are higher in
some parts of the country than in others
(Appendix C). Holding everything else
constant, States in regions with higher
income limits - and, therefore, with larger
numbers of people defined as economically

disadvantaged - should gain federal
funding in the proposed block grant.
Conversely, States in regions with
relatively low income limits should receive
a smaller share of the block grant.

Second, some States serve a higher portion
of those eligible for food stamp benefits
under the existing program. Because the
block grant funds would be distributed
among States based on a count of the
number of economically disadvantaged
people - not the number of people actually
served - States with relatively high food
stamp participation rates would be more
likely to lose federal funding than those
which have been less successful in
enrolling the eligible population.

Finally, some States pay higher AFDC
benefits than others. Food stamp benefits
- because they depend .on household
income, including AFDC - tend to be
smaller in States with large AFDC
payments. Because the block grant funds
would be distributed among States based
on the number of economically
disadvantaged people - not the proportion
of benefits currently going to those
individuals - States with the highest AFDC
payments would be most likely to gain
federal funding under the proposed block
grant and States with the lowest payments
would be most likely to lose.

In other words, the States that lose are
likely to be in regions with relatively low
income limits, to have higher than average
rates of participation in the FSP currently,
and to pay relatively low AFDC benefits.

The cases of California and Texas illustrate
how these factors would interact to affect
funding available to each State. California
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Level of Food Difference
Assistance
State

Current Proposed Total Percent

Ohio 1,768 1,287 - 481 - 27
Oklahoma 528 475 -53 -10
Oregon 410 346 - 64 -16
Pennsylvania 1,617 1,465 - 152 -9
Rhode Island 128 101 - 27 - 21
South Carolina 602 546 - 56 -9
South Dakota 99 95 -4 -4
Tennessee 983 743 - 241 -24
Texas 3,819 2,665 -1,154 -30
Utah 234 277 43 18
Vermont 76 66 -10 -13
Virginia 783 597 -185 -24
Washington 660 444 -216 - 33
West Virginia 405 309 - 96 -24
Wisconsin 467 442 -25 -5
Wyoming 57 57 2 1

Territories/ITOs/Other g
Dept. of Defense 5 0 -5 -100
Indian Tribal Org. 122 85 - 37 -30
American Samoa 5 5 ~ -3
Guam 31 30 -1 -3
Puerto Rico 1,478 1,698 221 15
Virgin Islands 39 38 -1 -3
Outlying Areas 2 2 . -3
Total 40,764 35,600 | -5,164 -13
— —_——— — ———————3
Notes: Individual cells may not sum to totals because of rounding.

This table assumes that Congress appropriates the full amount
authorized in fiscal year 1996.

* equals less than $1 million.
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Table 5 -- Effect of the Personal Responsibility Act

on Food Stamp Program Participants by State in Fiscal Year 1996

P ———————————— e

If States Adjust

If States Adjust Benefits:

Change in Caseload:
Food
Stamp/Food Change in ~ Change in
State Distribution Average Percent Average Percent
Assistance Monthly Change Benefit per Change
(millions) Participants Person

Alabama - $65 -132,000 -23 -$ 9.15 -12
Alaska -2 -3,000 -8 -3.95 -4
Arizona -93 -161,000 -33 -14.75 -20
Arkansas 16 20,000 7 4,70 7
California 568 670,000 23 16.45 23
Colorado 6 7,000 3 1.95 3
Connecticut -1 -33,000 -15 -3.55 -6
Delaware -17 -23,000 -40 -23.70 -31
District of Columbia -42 -42,000 -49 -37.80 -42
Florida - 337 -520,000 -35 -18.15 -22
Georgia - 157 -289,000 -36 -15.70 -21
Hawaii -23 -22,000 -22 -18.1T5 -15
Idaho 45 57,000 71 47.55 71
lllinois - 240 -458,000 -39 -16.10 -20
Indiana -20 -49,000 -10 -2.85 -4
lowa 1 2,000 1 .55 1
Kansas 1 13,000 7 4.70 7
Kentucky -108 -206,000 -39 -16.30 -22
Louisiana - 252 -372,000 -48 -25.55 -33
Maine -20 -36,000 -26 -11.30 -15
Maryland -124 -162,000 -43 -26.80 -32
Massachusetts -7 -4,000 -1 -.30 ®
Michigan - 266 -370,000 -36 -19.95 -26
Minnesota 41 48,000 15 10.60 15
Mississippi -79 -176,000 -33 -11.75 -17
Missouri - 57 -126,000 -21 -7.30 -10
Montana 25 28,000 40 29.10 40
Nebraska 17 21,000 18 12.20 18
Nevada -3 -4,000 -5 -1.50 -2
New Hampshire 6 7,000 12 8.55 12
New Jersey - 103 -140,000 -26 -15.35 -18
New Mexico -18 -37,000 -15 -4.75 -6
New York - 363 -528,000 -26 -14.00 -17
North Carolina -7 -8,000 -1 -.35 -1
North Dakota 6 7,000 15 10.50 15
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If States Adjust If States Adjust Benefits:
Change in Caseload:
Food
Stamp/Food | Change in Change in
State Distribution Average Percent Average Percent
Assistance Monthly Change Benefit per Change
(millions) Participants Person
Ohio -427 -627,000 -49 -27.45 -34
Oklahoma -32 -73,000 -20 -6.55 -9
Oregon - 50 -120,000 -42 -13.75 -18
Pennsylvania -185 -332,000 -28 -12.40 -16
Puerto Rico -44 -56,000 -4 -2.50 -4
Rhode Island -19 -32,000 -34 -16.70 -23
South Carolina 3 3,000 1 .60 1
South Dakota 10 11,000 20 14.75 20
Tennessee - 207 -360,000 -46 -21.55 -30
Texas - 826 | -1,250,000 -47 -25.20 -32
Utah 61 72,000 54 38.20 54
Vermont -3 -8,000 -14 -3.80 -6
Virginia -126 -220,000 -41 -18.90 -24
Washington - 146 -207,000 -45 -25.60 -34
West Virginia - 88 -113,000 -35 -22.10 -31
Wisconsin 14 18,000 5 3.35 5
Wyoming 5 6,000 17 12.50 17
Total -3,734 | -6,311,000 -22 -10.80 -14

Notes: Based on projected block grant funds available for all other programs within each State
after setting aside 5 percent for administration, 12 percent for food assistance and nutrition
services to women, infants, and young children, and 20 percent for child nutrition.

In those States where the remaining funds are insufficient to support the projected
current service level for the Food Stamp and Food Distribution programs, this table
assumes that States will first eliminate Food distribution programs and then either
(a) lower the food stamp income eligibility limits to eliminate participants with
relatively high incomes or (b) make a pro rata reduction in benefits across the board.

In those States where the remaining funds exceed the projected current services
level for the Food Stamp and Food Distribution programs, this table assumes that
States will maintain food distribution and add new food stamp participants or
increase food stamp benefits across the board as funds permit.

In both cases, the impacts on caseload and benefits are based on projections of the
number of participants and the average food stamp benefit per person in each State
in fiscal year 1996.
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This table assumes that Congress appropriates the full amount authorized in fiscal year
1996.

Sums of columns may not equal total due to rounding.
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Table 6 - Effect of the Personal Responsibility Act
on Child Nutrition Programs by State in Fiscal Year 1996

Percentage Children Made
State Change in $ Change | Ineligible for NSLP | Potential Program Impact
dollars (millions) (thousands)

Alabama -18% -$ 32 1,400 | Cut exceeds size of the School
Breakfast Program (SBP) and the
Summer Food Service Program
(SFSP).

Alaska -29% -$ 7 69 | Cut exceeds 40 percent of NSLP.

Arizona -19% -$ 26 525 | Cut exceeds size of SBP and
SFSP.

Arkansas -26% -$ 29 262 | Cut exceeds size of Child and
Adult Care Food Program
(CACFP) and SFSP.

California -6% -$ 60 2,800 | Nearly 3 million children would
lose eligibility for NSLP benefits.

Colorado -10% -$ 9 400 | Cut exceeds size of SBP and
SFSP.

Connecticut -24% -$ 16 337 | Cut exceeds size of CACFP and
SFSP.

Delaware -51% -$12 71 | Cut exceeds size of NSLP; or SBP
and CACFP. Two-thirds of
children in NSLP would be made
ineligible.

District of -22% -$ 5 32 | Cut exceeds size of SBP and

Columbia SFSP.

Florida -17% -$75 1,120 | Cut exceeds size of CACFP and
SFSP.

Georgia -31% -$ 85 732 | Cut equals size of SBP, CACFP,
and SFSP; or more than 40
percent of NSLP.

Hawaii +21% +8 7 137 | Grant increases, while three-
quarters of children in NSLP
would be made ineligible.

Idaho +8% +$ 3 148 | Two-thirds of children in NSLP
would be made ineligible.
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Percentage Children Made
State Change in $ Change | Ineligible for NSLP | Potential Program Impact
dollars (millions) (thousands)
lllinois -4% -$ 13 1,150 | Cut exceeds size of SFSP.
Indiana + 3% +$ 4 717 | Grant increases, while two-thirds

of meals served in NSLP would
no longer be eligible for
reimbursement.

lowa -32% -$ 25 381 | Cut exceeds size of SBP, CACFP,
and SFSP; or more than 40
percent of NSLP. Three-quarters
of children in NSLP would be
made ineligible.

Kansas -44% -$ 42 324 | Cut exceeds size of CACFP and
SFSP; or more than 75 percent

of NSLP. Two-thirds of children
in NSLP would be made

ineligible.

Kentucky -22% -$ 33 386 | Cut exceeds size of SBP and
SFSP. z

Louisiana -37% -$ 91 328 | Cut exceeds size of SBP, CACFP,

and SFSP; or more than 50
percent of NSLP.

Maine -2% -$ 1 145 | Three-quarters of children in
NSLP would be made ineligible.
Maryland -28% -$ 31 547 | Cut exceeds size of CACFP and

SFSP; or more than 40 percent
of NSLP. More than two-thirds
of children in NSLP would be
made ineligible.

Massachusetts -16% -$ 22 635 | Cut exceeds size of SBP and
SFSP. Almost three-quarters of
children in NSLP would be made
ineligible.

Michigan +3% +$ 6 1,150 | While grant increases, almost 1.2
million or more than two-thirds of
children in NSLP would be made
ineligible.
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State

Percentage
Change in
dollars

$ Change
(millions)

Children Made
Ineligible for NSLP
(thousands)

Potential Program Impact

North Dakota

-44%

-$ 12

88

Cut exceeds size of CACFP; or
SBP and SFSP; or more than 80
percent of NSLP.

Ohio

1,280

Almost three-quarters of children
in NSLP would be made
ineligible.

Oklahoma

-21%

-$ 26

347

Cut exceeds size of CACFP; or
SBP and SFSP. Two-thirds of
children in NSLP would be made
ineligible.

Oregon

-12%

322

Cut equals more than one-half of
CACFP. More than two-thirds of
children in NSLP would be made
ineligible.

Pennsylvania

+14%

+$ 37

1,210

While grant increases, more than
two-thirds of children in NSLP
would be made ineligible.

Puerto Rico

+100%

+$170

348

While size of grant doubles,
almost one-half of children in
NSLP would be made ineligible.

Rhode Island

-9%

-$ 2

97

Cut exceeds size of SBP or SFSP.
More than two-thirds of children
in NSLP would be made
ineligible.

South Carolina

-28%

-$ 43

343

Cut exceeds size of SBP and
CACFP.

South Dakota

-36%

-$ 11

90

Cut exceeds size of SBP and
CACFP; or more than 50 percent
of NSLP.

Tennessee

-11%

-$ 19

535

Cut almost equals size of CACFP.

Texas

-31%

-$245

1,890

Cut exceeds size of SBP and
CACFP; or more than 40 percent
of NSLP.

Utah

-27%

-$ 20

42

Cut equals 45 percent of NSLP.
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_————————
Percentage Children Made
State Change in | $ Change | Ineligible for NSLP | Potential Program Impact
dollars (millions) (thousands)

Vermont -12% -$ 2 76 | Cut exceeds size of SBP and
SFSP. Three-quarters of children
in NSLP would be made
ineligible.

Virginia -23% -$ 36 693 | Cut exceeds size of CACFP and
SFSP. More than two-thirds of
children in NSLP would be made
ineligible.

Washington -35% -$ 47 652 | Cut exceeds size of CACFP and
SFSP, or more than 50 percent
of NSLP. More than two-thirds
of children in NSLP would be
made ineligible.

West Virginia 5% -$ 3 185 | Cut exceeds size of SFSP.

Wisconsin -21% -$ 24 629 | Cut exceeds size of CACFP; or
SBP and SFSP. Three-quarters of
children in NSLP would be made
ineligible.

Wyoming -24% -$ 4 72 | Cut equals size of SBP and SFSP.
Three-quarters of children in
NSLP would be made ineligible.

U.S. Totals -14% -$1,188 27,406

— —————

Notes: These estimates assume States spend no more than the 20 percent minimum level
established in the Personal Responsibility Act. The dollar change in funding represents the
difference between 20 percent of each State’s block grant and the current service estimate,
excluding administrative costs.

The estimates of children made ineligible for the NSLP assume all children not approved for
free and reduced-price meals (who must have incomes below 185 percent of poverty)
would be ineligible. This assumption is conservative, since proposed law would set a lower
maximum income level -- between 140 percent and 170 percent of poverty, depending on
region and urbanicity.

This table assumes that Congress appropriates the full amount authorized in fiscal year
1996.
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all children, including free or reduced price
meals to low-income students.

The proposal would prohibit serving
subsidized meals to children from
households with incomes above the Lower
Living Standard Income Level, which
ranges from about 140 to 170 percent of
the poverty level. At a minimum, this
would make ineligible the 27 million
children currently eligible for paid meal
subsidies (children above 185 percent of
poverty). In some States, as many as
three-fourths of the currently eligible
children would not be eligible for a subsidy
under the proposed law. This raises the
possibility that many currently participating
schools and institutions, and even some
States in their entirety, would no longer
find school-based programs economically
viable.

Although WIC would fare better than other
food assistance programs under the
proposed block grant, some women,
infants, and children eligible for benefits
now would lose their eligibility. The
Personal Responsibility Act would limit
eligibility to individuals with incomes below
the Lower Living Standard Income Level;
current WIC income eligibility limits are
more generous. Approximately 1 to 3
million women, infants, and children would
become ineligible - a reduction of 9 to 23
percent.

Although initially some States gain funding,
over time all States would fare worse than
under current law. The redistribution of
funds to States results in some States
gaining substantial amounts of federal
funds initially. However, over time, even
these gains will erode because the block
grant eliminates the automatic funding

adjustments built into the existing Food
Stamp and Child Nutrition programs.
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The NSLP provides cash reimbursements and
commodity foods for meals served in non-
profit food services in elementary and
secondary schools, and in residential child
care institutions.

Congress appropriated $4.2 billion for the
National School Lunch Program for FY 1995,
down from $4.3 billion in 1994, Carried-over
funds from 1994 and commodity support
from other USDA accounts are expected to
lead to total program spending of $4.8 billion.

School Breakfast Program

Some 5.8 miillion children participated in the
School Breakfast Program every day in fiscal
year 1994. As in the school lunch program,
low-income children may qualify to receive
school breakfast free or at a reduced price,
and States are reimbursed according to the
number of meals served in each category.

Congress appropriated $1.1 billion for the
School Breakfast Program for FY 1995, up
from $980.4 million for 1994.

Summer Food Service Program

In 1994, more than 2 million low-income
children received meals during school
vacation periods through the Summer Food
Service Program. All SFSP meals are served
free, and the federal government reimburses
local sponsoring organizations for meals
served.

Congress appropriated $255 million for SFSP
for FY 1995.

The Emergency Food Assistance Program
(TEFAP)

Formerly known as the Temporary Emergency
Food Assistance Program, TEFAP was
initiated in 1981 to reduce inventories and
storage costs of surplus commodities through

distribution to needy households. While some

surplus food is still distributed through
TEFAP, Congress since 1989 has
appropriated funds to purchase additional
commodities for households.

Congress appropriated $65 million for TEFAP
in FY 1995, down from $120 million in 1994.
The 1995 appropriation provides $25 million
to purchase food and $40 million to provide
continued administrative funding to keep
TEFAP's pipeline open and to help support
the local agencies that distribute TEFAP
foods. They will continue to receive "bonus”
commodities purchased from agricultural
surplus.

Child and Adult Care Food Program

This program provides cash reimbursements
and commodity foods for meals served in
child and adult day care centers, and family
and group day care homes for children.

Some 2 million children and 38,000 adults
participated in the program in 1994,
Congress appropriated $1.5 billion for the
Child and Adult Care Food Program for FY
1995; the 1994 appropriation was $1.6
billion.

The WIC Farmers Market Nutrition Program

The newest FCS Program, FMNP was
established in 1992 to provide WIC
participants with increased access to fresh
produce. WIC participants are given coupons
to purchase fresh fruits and vegetables at
authorized local farmers markets. The
program is funded through a legislatively
mandated set-aside in the WIC program
appropriation. Congress appropriated $5.5
million for the program in 1995, the same as
for 1994,

Commodity Supplemental Food Program

A direct food distribution program with a
target population similar to WIC, CSFP also
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Appendix B: Economic Analysis

The economic impacts from food assistance
program reform depend on the operation of the
new program, how food stamp recipients
respond to change, and how the savings in
government expenditures are used. In order to
fully document the range of possible outcomes,
the analysis reported here distinguishes a
comprehensive set of scenarios by type of
program modifications, recipient response, and
deficit impact. In all scenarios there is a $5
billion reduction in federal outlays for food
assistance programs.

Assumptions regarding recipient response and
impacts of program modification are of central
importance to the entire analysis.

Recipients respond to food assistance by
increasing food available to household
members. However, they may also increase
spending for nonfood items using some of the
budget resources that, in the absence of food
assistance, would have been required to
provide needed food. This implies that food
assistance may not result in dollar for dollar
increases in food retail sales. The extent to
which retail food spending increases with every
dollar of food assistance received is referred to
as the "supplementation effect.”

The impact of program modifications is referred
to as the "slippage effect.” Slippage occurs
when program regulations are changed to
remove nutrition standards or restrictions
regarding the form and use of food assistance
transfers. For this analysis, the slippage effect
gives the amount by which retail food spending
will decrease when the same level of
assistance is provided as cash rather than as
targeted assistance under a particular program
structure.

There is a substantial body of research on the
responsiveness of food spending to changes in
food stamp benefit levels. This research
suggests that every dollar in food stamps going

to poor households results in a supplementation
effect of 20 to 45 cents. Although there is
less research on the supplementation effect of
other forms of food benefits, similar effects can
be anticipated. The high and low estimates
presented in Table B-1 represent the best
judgments of program experts at USDA’s Food
and Consumer Service (FCS).

Research also suggests that program impacts
on retail food sales vary with the form of
benefits (e.g. whether assistance is provided as
meals, food commodities, food stamps, or
cash). There is uncertainty as to how states
would choose to implement their block grants.
However, if all food assistance were converted
to cash, recent research on cash-out of the
Food Stamp Program suggests that the
conversion could result in a "slippage effect” of
anywhere from 15 to 30 cents. Table B-1
provides FCS’s expert opinion on reasonable
ranges for these slippage effects for the
principal FCS programs. As can be seen in that
table, the average supplementation effects
range from .15 to .42 and slippage effects
from .1 to .24 for projected FY 96 federal
spending on food assistance benefits and
administrative costs.

These data were used to delimit five scenarios
that differ with respect to recipient response
and program modification impact. Two levels
of supplementation (a low of SUPPL=.15 and
a high of SUPPL=.35) and three levels of
slippage (a zero level, SLIP=0, a low level of
SLIP = .10, and a high level of SLIP=.25)
were assumed. These assumptions resulted in
the following five initial scenarios analyzed by
the Economic Research Service (ERS):

Scenario |: SUPPL = .15, SLIP = .00;
Scenario Il: SUPPL = .35, SLIP = .00;
Scenario lli: SUPPL = .15, SLIP = .10;
Scenario IV: SUPPL = .35, SLIP = .10;
Scenario V: SUPPL = .35, SLIP = .25.

The assumption of no slippage is appropriate
for analyzing the possible impacts of funding
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The economy-wide impacts on output and jobs
of the five scenarios are shown in Tables B-4
and B-5. In addition to differences in
supplementation and slippage rates, these
impacts also depend, in the long run, on how
the deficit is managed in response to changes
in federal food assistance spending. Two
adjustment possibilities are compared. First,
the reduction in government expenditures are
used to reduce the federal budget deficit
thereby reducing government borrowing and
increasing funds available for investment by the
private sector (savings-investment regime).
Second, the reduction in government
expenditures are used to offset a household
income tax reduction, leaving the budget deficit
unchanged (tax-reduction regime).

Compared to the short run, these two long-run
scenarios return but redistribute the $5 billion
reduction in food program expenditures back
into the economy thereby increasing demand
for goods and services.

The following points can be noted from Tables
B-4 and B-5:

o In both the short and long run, the farm
and food-related sectors lose more
when food assistance is folded into
block grants and converted to a cash
transfer. The losses increase with the
assumed slippage effect.

o Under current program status (i.e. with
zero slippage) long-run impacts are not
large. Farm sector output losses are
$70 million to 170 million. Nonfarm
food sector losses are $400 million to
$900 million.

0 With food assistance programs (less $5
billion) converted to a block grant and
turned into a cash transfer (Scenarios
Il - V) there is a noticeable impact on
the farm and food sectors, even in the
long run. Farm sector losses are $1
billion to $2.7 billion. Nonfarm food

sector losses are $3 billion to $9 billion
increasing with slippage.

0 The two long-run scenarios differ in the
type of goods and services for which
demand increases. With deficit
reduction and new investment (savings-
investment regime) demand for durable
goods and construction increases. In
both long-run scenarios, the jobs lost in
the short run are regained in the long
run and there is a permanent
redistribution of employment with jobs
moving out of the farm and food
sectors.

0 The impact on total output (food plus
nonfood) varies with how the reduced
government expenditures are returned
to the economy. A $1.24 billion
increase in total output occurs with
deficit reduction (Scenario Il) primarily
as a result of labor moving out of
service sector jobs dinto jobs with
greater productivity (construction and
durable goods). These gains disappear
with a tax reduction since household
income and demand increases rather
than investment. With program
conversion and slippage effects
(Scenarios 1lI-V), demand shifts from
food to nonfood goods and services,
increasing the negative impacts on the
farm and food sectors and reducing the
negative impact on services. The result
is a reduction in total output for the
economy.

Regional Impacts

State and urban/rural data from the 1990
County Business Patterns (U.S. Department of
Commerce) were used to estimate regional and
State level employment and output impacts.
Regional employment shares by industry (Table
B-6) were used to distribute the changes in
output and employment among the State and
urban and rural regions. Estimates were made
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Table B-1 - Food Spending Effects of Food Assistance Supplementation
and Block Grant Slippage

Program Federal Food
Assistance Supplementation
Spending Effect Slippage Effect
$ million % Low  High Low  High
Food Stamps 24,745 60.7 .20 45 .15 .30
Child Nutrition 8,321 20.4 .00 .40 .00 .10
wiC 2,908 24 .20 .45 .15 .30
All Other 1,420 3.5 .45 1.00 .05 .40
Administration 3,370 8.3 .00 .00 .00 .00
TOTAL 40,764 _1_0&0 .15 _42_ __.10 .24
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Table B-3 -- Direct Impacts on Agriculture of Alternative Food Assistance Reform Scenarios: Farm

Price, Farm Income, and Farm Program Costs

— —_—————————
Scenario
Commodity
| I ] v \'

Potatoes

Farm price ($/cwt) » -0.01 -.02 -.02 -.05

Farm income($mil.) -4 -10 -25 -30 -81

Farm income (%) -2 -4 -9 -1.2 -2.3

Program Cost ($mil.) 0 0 0 0 0

I Vegetables

Farm price ($/cwt) -.01 -.03 -.07 -.08 -.18

Farm income($mil.) -24 -57 -138 -171 -341

Farm income (%) -3 -.8 -1.56 -1.8 -3.7

Program Cost ($mil.) 0 0 0 0 0
Fruits

Farm price ($/ton) -3 -7 -1.72 -2.12 -4.24

Farm income($mil.) -19 -45 -109 -134 -268

Farm income (%) -2 -5 -1.3 -1.8 -3.2

Program Cost ($mil.) 0 0 0 0 0
Tree nuts

Farm price ($/cwt) . » -0.01 -.01 -.01

Farm income($mil.) -2 -4 -10 -12 -24

Farm income (%) -1 -2 0.6 0.7 ~ -1.4

Program Cost ($mil.) o 0 0 0 0
Peanuts without loss of Sec. 32

Farm price ($/ST) 0 0 0 0 -3

Farm income($mil.) 0 0 0 0 -8

Farm income (%) 0 0 0 0 0.6

Program Cost ($mil.) 1 2 4 8 14
Peanuts with loss of Sec. 32

Farm price ($/ST) -10 -10 -10 -10 -13

Farm income($mil.) -20 -20 -20 -20 -28

Farm income (%) -2.0 -2.0 -2.0 -2.0 -3.0

Program Cost ($mil.) 24 25 27 31 37
Grain and soybeans

Farm price ($/MT) -.20 -.40 -.80 -.98 -1.97

Farm income($mil.) -20 -40 -80 -100 -200

Farm income (%) ' -1 -3 -3 -7

Program Cost ($mil.) 25 50 100 125 250
Beef

Farm price ($/cwt) -.39 -.64 -1.25 -1.60 -2.77

Farm income($mil.) -58 -134 -327 -404 -808

Farm income (%) -3 -.6 -1.4 -1.7 -3.5

Program Cost ($mil.) 0 ] 0 0 0
Pork

Farm price ($/cwt) -.15 -.35 -.85 -1.05 -2.10

Farm income($mil.) -24 -55 -134 -166 -331

Farm income (%) -.04 -1 -2 -3 -6

Program Cost ($mil.) 0 0 0 0 0

—_——
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——— ==
Scenario
Commodity
| ] ] v \")

Broilers

Farm price ($/cwt) -.18 -42 -1.01 -1.25 -2.50

-20 -46 -1 -137 -275

Fi i i

p::: |m((.;‘)“ d -3 -7 -1.8 -2.0 -4.0

Program Cost ($mil.) o o 0 0 0
Turkeys

Farm price ($/cwt) -13 -.31 -75 -.93 -1.86

Farm income($mil.) -5 -12 -29 -36 -73

Farm income (%) -6 -1.4 -3.3 -4.0 -8.1

Program Cost ($mil.) 0 0 0 0 0
Dairy (no NSLP loss)

Farm price ($/cwt) -.01 -.02 -.05 -0.07 -13

Farm income($mil.) -25 -54 -122 -159 -315

Farm income (%) -1 -3 -6 -8 -1.5

Program Cost ($mil.) 13 31 80 95 191
Dairy (25% NSLP loss)

Farm price ($/cwt) -.04 -.05 -.08 -.08 -.18

Farm income($mil.) -90 -120 -194 -224 -380

Farm income (%) -4 -8 -1.0 -1 -1.9

Program Cost ($mil.) 50 68 114 132 ~ 228
Dairy (75% NSLP loss)

Farm price ($/cwt) -.09 -1 -.14 -.15 -.22

Farm income($mil.) -220 -250 -324 -354 -501

Farm income (%) -1.1 -1.2 -1.6 -1.7 -2.4

Program Cost ($mil.) 124 142 188 208 302

—

* less than 0.005.
Notes: Farm income is gross. There is no measurable impact on seafood.
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Table B4 -- Alternative Scenarios ~ Changes in Output
SECTOR: OUTPUT 1993 SHORT-RUN CHANGES IN OUTPUT ($Billions)
SCENARIOS:
BASE RUN
($Billions) ] | ] I '] I v I v
FOOD: 880 -1.19 -2.77 -8.48 -8.07 -15.88
FARM PRODUCTS 180 -0.25 -0.58 -1.59 -2.00 -3.95
FOOD PROCESSING 330 -0.53 -1.23 -3.57 -4.48 -8.92
TRADE&TRANS-FOOD 110 -0.18 0.42 -1.22 -1.53 -3.04
RESTAURANT 260 -0.23 -0.53 -0.08 -0.07 0.03
NONFOOD: 8160 -8.15 -8.23 -4.15 -3.28 1.86
NON-DURABLE MFG 490 -0.72 -0.55 -0.43 -0.42 -0.15
DURABLE MFG 2000 -1.81 -1.38 -1.12 -1.10 -0.50
CONSTRUCTION 610 0.17 -0.13 -0.10 -0.09 -0.02
TRADE&TRANS-OTHER 1140 -1.05 -0.80 -0.75 -0.28 0.88
SERVICES 3930 -4.40 -3.38 -1.76 -1.39 1.65
TOTAL 9040 -9.34 -9.00 -10.61 -11.34 -14.02
SECTOR: OUTPUT 1993 |[LONG-RUN CHANGES IN OUTPUT IN A DEFICIT-REDUCTION REGIME ($Billions)
St SCENARIOS:
($Billions) I | m | n | v | v
FOOD: 880 -0.46 -1.08 -4.00 -5.07 -11.64
FARM PRODUCTS 180 -0.07 -0.17 -0.92 -1.15 -2.68
FOOD PROCESSING 330 0.19 -0.44 -2.38 -2.99 -6.93
TRADE&TRANS-FOOD 110 -0.08 0.15 -0.81 -1.02 -2.36
RESTAURANT 260 -0.14 -0.33 0.12 ~ 0.10 0.33
NONFOOD: 8160 3.04 2.32 4.95 4.32 8.31
NON-DURABLE MFG 490 -0.16 0.12 0.03 0.03 0.29
DURABLE MFG 2000 2.51 1.92 2.22 2.19 1.99
CONSTRUCTION 610 2.17 1.66 1.94 1.78 1.70
TRADE&TRANS-OTHER 1140 0.18 0.14 0.68 0.25 1.67
SERVICES 3930 -1.86 -1.27 0.09 0.07 2.67
TOTAL 9040 2.57 1.24 0.95 -0.75 -3.32
SECTOR: OUTPUT 1993 |LONG-RUN CHANGES IN OUTPUT IN A TAX-REDUCTION REGIME ($Billions)
S i SCENARIOS:
($Billions) 1 | n L= » | v | v
FOOD: 880 -0.23 -0.53 -3.71 -4.78 -11.35
FARM PRODUCTS 180 -0.04 -0.10 -0.89 -1.12 -2.85
FOOD PROCESSING 330 0.1 -0.27 -2.32 -2.91 -6.85
TRADE&TRANS-FOOD 110 -0.04 -0.09 -0.79 -0.99 -2.33
RESTAURANT 260 -0.03 -0.08 0.29 0.24 0.48
NONFOOD: 8160 0.51 0.39 2.83 1.99 6.08
NON-DURABLE MFG 4390 0.00 0.00 0.19 0.18 0.44
DURABLE MFG 2000 0.23 0.18 0.1 0.11 -0.10
CONSTRUCTION 610 0.17 0.13 0.01 0.01 -0.15
TRADE&TRANS-OTHER 1140 0.18 0.14 0.73 0.27 1.71
SERVICES 3930 -0.08 -0.08 1.80 1.42 4.18
TOTAL 9040 0.28 0.15 -0.88 2.79
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Table B-6 —State Shares of Employment from 1990 County Business Patterns Data

== — = ——
State Employment Percent Percent Percent
1990 of of of
Thousands National State Metro State
Total Non-metro

Total 108520.134 100.0 83.4 16.6
Northeast 26511.366 2386 91.6 8.5
Connecticut 1607.390 1.5 94.0 6.0
Delaware 333.393 0.3 80.1 19.9
Maine 515.492 0.5 47.7 52.3
Maryland 2192.696 2.0 93.7 6.3
Massachusetts 2995.674 2.8 98.6 1.6
New Hampshire 490.336 0.5 61.6 38.6
New Jersey 3498.746 3.2 100.0 0.0
New York 8079.248 7.4 93.2 6.8
Pennsyivania 5098.356 4.7 88.1 11.9
Rhode Island 443.776 0.4 91.3 8.7
Vermont 256.362 0.2 33.2 66.8
District of Columbia 671.722 0.6 100.0 0.0
North Central 23555.956 21.7 81.6 18.4
Ninois 6206.625 48 87.0 13.0
Indisna 2489.516 2.3 75.3 24.7
lowa 1283.271 1.2 49.8 50.2
Michigan 3766.207 35 86.2 138
Minnesota 2090.976 1.9 73.9 26.1
Missouri 2303.536 2.1 75.6 24.4
Ohio 4142.737 38 96.4 36
Wisconsin 2283.091 2.1 726 27.6
Appaiachian 10366.492 9.5 70.6 20.4
Kentucky 1481.866 1.4 56.1 43.9
North Carolina 3180.845 2.9 69.7 30.3
Tennessse 2160.932 2.0 73.4 26.6
Virginia 2947.016 2.7 81.2 18.8
West Virginia 586.834 0.5 488 51.2
Southeast 14899.591 13.7 77.5 226
Alabama 1666.662 1.5 71.9 28.1
Arkansas 927.182 0.9 52.1 47.9
Florida 5330.963 49 94.3 5.7
Georgia 2954.594 2.7 71.9 28.1
Louisiana 1639.059 1.4 80.3 19.7
Mississippi 936.530 0.9 35.9 64.1
South Carolina 1656.601 1.4 74.1 25.9
Plaine 10498.828 9.7 78.1 21.9
Kansas 1166.991 1.1 58.6 41.4
Nebraska 792.719 0.7 55.8 44.2
North Dakota 197.527 0.2 69.9 30.1
Oklshoma 1183.115 1.1 67.8 32.2
South Dakota 300.430 0.3 34.9 65.1
Texas 6868.046 6.3 87.9 12.1
Mountain 5744.032 5.3 73.4 26.6
Arizona 1458.201 1.3 86.8 13.2
Colorado 1629.061 1.4 83.0 17.0
daho 406,514 0.4 31.2 68.8
Montsna 300.384 0.3 28.1 71.9
Nevada 606.161 0.6 86.1 13.9
New Mexico §72.703 0.5 58.2 41.8
Utsh 688.906 0.6 82.6 17.6
Wyoming 182.102 0.2 24.1 76.9
Pacific 17282.147 15.9 92.8 7.2
Alaska 228.146 0.2 50.8 49.2
California 13137.151 121 97.1 2.9
Hawaii 576.928 0.6 78.4 21.8
Oregon 1208.307 1.1 74.0 26.0
Washington 2131.616 2.0 85.4 14.6
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Table B-7 - Short-Run Estimates of Output and Job Losses by Region

_—————— e

CHANGES IN OUTPUT CHANGES IN JOBS
(¢ Millions) (in 1000s)
REGION
Metro Non-Maetro Total Maetro Non-Maetro Total
ZERO SLIPPAGE ASSUMPTION
Northeast -1880 -174 -2053 -25.7 -2.4 -28.1
North Central -1693 429 -2122 -21.5 -6.3 -26.8
Appalachian -615 -287 -902 -7.9 -3.6 -11.5
Southeast -915 -305 -1220 -12.6 -3.8 -16.4
Plains -736 -265 -1001 -8.9 -3.0 -11.9
Mountain -323 -140 -463 4.6 -1.9 -6.4
Pacific -1250 -104 -1354 -17.2 -1.6 -18.7
TOTAL -7447 -1704 -9151 -99.0 -21.5 -120.4
LOW SLIPPAGE ASSUMPTION
Northeast -1798 -242 -2039 -22.3 -2.9 -25.2
North Central -1933 -877 -2810 -21.1 -9.4 . -30.6
Appalachian -654 -402 -1056 -7.7 4.7 -12.4
Southeast -975 -5610 -1485 -12.0 -5.4 -17.4
Plains -807 -687 -1395 -8.7 -6.1 -14.8
Mountain -337 -252 -589 4.2 -3.2 -7.4
Pacific -1404 -215 -1618 -17.1 -2.8 -19.8
TOTAL -7929 -3084 -11013 -93.4 -34.5 -127.9
HIGH SLIPPAGE ASSUMPTION
Northeast -1692 -349 -2042 -16.6 -3.6 -20.2
North Central -2333 -15674 -3907 -20.4 -15.8 -36.2
Appalachian -727 -585 -1312 -7.2 -6.5 -13.7
Southeast -1077 -827 -1904 -11.0 7.7 -18.7
Plains -930 -1088 -2018 -8.3 -11.0 -19.3
Mountain -367 -428 -795 -3.6 -6.2 -8.8
Pacific -1661 -386 -2047 -16.9 -4.7 -21.6
TOTAL -8787 -6237 -14024 -84.0 -54.5 -138.5

Note: The Zero Slippage estimates are an average of the results from Scenarios | and II.
The Low Slippage estimates are an average of the results from Scenarios lll and IV.
The High Slippage estimates are the results from Scenario V.
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Table B-8 -- Long-Run Estimates of Output and Job Losses by Region

—— =
Savings-Investment Regime
CHANGES IN OUTPUT CHANGES IN JOBS
($Millions) (in 1000s)
Metro Nonmetro Total Metro Nonmetro Total

ZERO SLIPPAGE ASSUMPTION
Northeast 58 35 93 -2.2 -0.2 -2.4
North Central 472 58 530 0.4 -0.8 0.9
Appalachian 110 45 154 0.3 0.3 -0.6
Southeast 194 45 238 0.5 -0.2 -0.7
Plains 126 -5 121 -0.4 -0.5 -0.9
Mountain 78 8 84 0.2 -0.3 -0.5
Pacific 363 3 366 0.2 -0.3 -0.1

TOTAL 1656 186 1842 -4.0 -2.3 -8.3
LOW SLIPPAGE ASSUMPTION
Northeast 259 -26 -234 3.2 -0.3 2.9
North Central 191 -273 -83 2.4 33 . -1.0
Appalachian 72 -47 25 0.9 -0.8 0.0
Southeast 102 -118 -15 1.4 -1.0 0.4
Plains 18 -242 -224 0.8 -2.7 -1.9
Mountain 51 <77 -26 0.8 -11 0.4
Pacific 178 -72 102 23 -1.1 1.2

TOTAL 870 -855 15 11.8 -10.4 1.4
HIGH SUIPPAGE ASSUMPTION
Northeast 142 -135 8 12.8 -0.6 123
North Central -339 -865 -1204 6.8 -8.4 -1.6
Appalachian -8 -217 -223 2.9 -1.8 0.9
Southeast -63 -407 -470 4.8 -2.6 2.2
Plains -179 -662 -841 2.8 -6.5 -3.7
Mountain -1 -225 -226 2.3 -2.8 -0.3
Pacific -179 -206 -385 5.8 -2.6 3.0

TOTAL -606 -2718 -3324 38.4 -25.1 13.3

Note: The Zero Slippage estimates are an average of the results from Scenarios | and Il.
The Low Slippage estimates are an average of the results from Scenarios Il and IV.
The High Slippage estimates are the results from Scenario V.
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Table B-9 -- Long-Run Estimates of Output and Job Losses by Region

—_——— e e e

Tax Reduction Regime

CHANGES IN OUTPUT CHANGES IN JOBS
($Millions) {in 1000s)
REGION
Metro Nonmetro  Total Metro Nonmetro Total

ZERO SLIPPAGE ASSUMPTION
Northeast 28 -1 26 0.03 -0.04 -0.02
North Central 29 -17 12 0.02 -0.28 -0.28
Appalachian -4 -2 -6 0.03 -0.05 -0.02
Southeast 1n -3 8 0.086 -0.03 0.02
Plains 1 -18 -18 0.00 -0.22 -0.22
Mountain 8 -8 0 0.05 -0.09 -0.04
Pacific 24 -4 20 0.14 -0.08 0.07

TOTAL 96 -52 43 0.31 -0.79 -0.47
LOW SLIPPAGE ASSUMPTION
Northeast -51 -85 -116 5.7 -0.1 5.6,
North Central -285 -361 -645 2.8 -3.1 -0.3
Appalachian -49 -99 -148 1.2 -0.6 0.6
Southeast -93 -172 -265 2.0 -0.9 1.2
Plains -117 -262 -379 1.2 -2.4 -1.2
Mountain -26 -91 -117 1.0 -0.9 0.1
Pacific -188 -82 -270 2.2 -0.9 1.3

TOTAL -797 -1132 -1929 16.5 -9.0 7.4
HIGH SLIPPAGE ASSUMPTION
Northeast -167 -174 -341 15.3 0.4 14.9
North Central -814 -952 -1767 7.3 -8.2 -0.9
Appalachian -127 -268 -395 3.2 -1.7 1.5
Southeast -258 -462 -720 5.4 -2.4 3.0
Plains -313 -682 -996 3.2 -6.2 -3.0
Mountain -78 -239 -317 2.5 -2.4 0.1
Pacific -541 -216 -757 5.6 -2.5 3.1

TOTAL -2273 -2994 -5287 43.1 -23.7 19.4

Note: The Zero Slippage estimates are an average of the results from Scenarios | and Il
The Low Slippage estimates are an average of the resuits from Scenarios lll and IV.
The High Slippage estimates are the results from Scenario V.
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Appendix C: The Lower Living Standard
Income Levels

The Lower Living Standard Income Level is
based on the lower living family budget issued
by the Secretary of Labor in the fall of 1981
updated for price changes based on the
Consumer Price Index (CPl). The lower living
family budget is a measure of the total cost or
amount of income required to achieve the level
and manner of living implicit in a generalized
concept of modest living. It does not represent
the ways in which family incomes should be
spent, or the ways average families actually
spend their incomes. The lower budget
assumes the family lives in rental housing
without air conditioning, relies heavily on public
transportation or uses an older car, performs
more services for itself, and utilizes free
recreation facilities.

The income levels are published annually,
usually in March or April of each year. The
Department of Labor publishes two sets of
income levels. One set covers 25 Metropolitan
Statistical Areas (MSA); the second set covers
the entire country, broken into metropolitan
and nonmetropolitan areas within each of four
regions. Both sets vary by household size.

States may be covered by more than one
income level. For example, New Jersey has
four levels; the New York City MSA, the
Philadelphia MSA, and the Northeast
metropolitan and nonmetropolitan levels.

The lower living standard income levels are
used to define economically disadvantaged
individuals for job training services in the Job
Training Partnership Act (JTPA) and in the
Internal Revenue Code for the Targeted Jobs
Tax Credit (TJTC). These programs use 70
percent of the lower living standard income
levels for defining economically disadvantaged
individuals.

The Department of Labor, on publishing the
income levels in the Federal Register, includes

a disclaimer that the lower living standard
income levels should not be used for any
statistical purpose and are valid only for
eligibility determination purposes under the
JTPA and TJTC programs. This notice stems
from the termination of the family budget series
which otherwise would periodically update the
underlying budget, and the imprecise price
adjustments since not all components of the
underlying budget are captured in the CPI.

The four-person regional Lower Living Standard
Income Levels vary from 142 percent to 173
percent of the four-person poverty income
level:

Percent
of
Level Poverty
Poverty Guideline $14,800 100%
Lower Living Standard .
Northeast
Metropolitan 25,540 173
Non-metropolitan 25,450 172
North Central
Metropolitan 23.480 169
Non-metropolitan 22,200 160
South
Metropolitan 22,420 151
Non-metropolitan 21,080 142
West
Metropolitan 25,220 170
Non-metropolitan 24,540 166
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