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EVALUATION OF THE NUTRITION ASSISTANCE

PHOGKAH IN PUERTO RICO

Volume I

Environment, ParticlpaCion, Administrative Costs, and Program Integrity

EXECUTIVE SUMMARY

On July 1, 198l, the Comlonwalth of Puerto Rico began operating a
cash food assistance program, known as the Nutrition Assistance Program
(NAP), as a replacement for the existing Food Stamp Program (FSP). The FSP
had provided eligible low-tncole individuals and fmiltes with assistance
since 197& in tlm form of food coupons. This program change ws
implemented as a result of the mandate of the Omnibus Budget Reconciliation
Act of 1981 (Public Law 97-3S) thaC Puerto Rico's participation in the U.S.
Food Stamp Progrm be replaced by an annual $82_-million block grant to

provide food assistance for needy persons, and because Puerto Rico
subsequently decided to replace food coupons with direct cash assistance.

The Nutrition Assistance Program differs from the June 1982 Puerto
R/co Food Stamp Program in four important respects: the food coupons have
been replaced by cash benefits; incoee eligibility limits and benefits have
been reduced to bring program costs into line with the reduced funding
level of the block grant; the block grant Program has been capped ac an
annual budget of $825 million; and household eligibility verification
activities have been intensified.

.This is the Interim Raport of the evaluation of NAP mandated by the
bill extending the cash nutrition assistance program in Puerto Rico until

July 31, 1985 (H.l. 4252, later passed as P.L. 98-204). Because the data
on which reich of this study is based (the 1984 Puerto Rico Food Consumpclon
Survey) _re not available until hie January 1985, the full results of
ckts study will not be presented to Congress until June 1985, following :as
completion of the analysis of the impacts of NAP on household food
expenditures and the nutritional adequacy Of their diets.

This Interim Report describes the setting of the switch to NAP ia
terms of the unique socioecouom/c and demographic environment of Puerto
P.tco. lC also reports on the effects of NAP on program benefits and par-
cicipetion, administrative coats, and fraud and error. The Final Report :_

June will provide the remaining information requested by Congress on the
impact of NAF on both househOld food expenditures and nutrient
availablli ry.

The Puerto Rico Program $ettin{[

The Puerto Rico program setting Xs markedly different from thac :f

any of the 50 states, and generalizations from the states to Puerto Rico .:
vice versa may usc hold. The Puerto Rico setting is characterized by:

o A unique relationship between the Common_alth of Puerto
Rico and the federal goveromenc.
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- As a Co_mouvealch, Puerto Rico shares a common
currency and defense rich the _f. Ced States, shares
U.S. citizenship, and has the same control over
internal au[fairs and the same free mobility of goods,
capital, and Labor u a -.cate.

- In couCraec Co scare status, as a Cowmonvealch, Puerto
Rico ts exempt from federal income taxes, has Limited
participation tn several major federal assistance
programs, and has us voting representation £n the U.S.
Congres S ·

- Federal transfers co Puerto Rico have r/sen
dramatically over the put _5 years despite
linlCactons on many programs. Federal transfers
constituted 22 percent of personal income in FY 1981
up frou 1 percent in FY 19/,0 and 10 percent tn FY
1974.

- _ltle federal transfers are such higher ia relation to
pereonLt income in Puerto Uco than in cbs 50 states,
the absolute level per capita ts sumller in Puerto
Rico, $847vs. $1,§95 in 1981 (nominal dollars). The
Food StaEp P_osram accounted for 32 percent of the
$847 per capita federal transfer.

o _le the Puerto Rico economy ham been iproving, tme,nploy-
mat remains high and per capita income :La far below the
U. S level.

- UnsnployNGC has reuined over 15 percent since 197.5
and hu been over 20 percent since 1982, despite a
falling eLle Labor-force perCtctpatton rate.

- _ean family incom tn Puerto Rico, as measured in the
1980 U.S. Census, vas only slightly above the U.S.
poverty-level index and vas Just over one-third mean
fanlly income in the United States.

- The percent of fas/lies in Puerto Rico vtth incomes
leu than the U.S. poverty-level index in 1979 vas 58
percent, compared Co l0 percent for the United SCares.

o Population iprouCh rates tn Puerto Rico continue to be
_ch higher than in the United States as a whole, rich
the resulting pressure on umemployment rates and poverty.

- Population growth is the result of both hlgher birth
races and lover death rates than in the Unlted States
as a vhole.
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- Out-m/gration to the U.S. mtnlaud has relieved some
of the pressures of population _row_h and the scarc±cy
of employment.

o The vital statistics data are indicative of an overall
health status in Puerto R/co thac is comparable co the
Un/ted States.

- T-_ant _ortality rates have declined sharply from
about 70 per 1000 Live births in 1950 to about 19 in
1980.

- Life expectancy at birth has increased from very low
levels in the 19408 to levels comparable to the United
States.

- The low death rates in Puerto Rico represent a success
story in terms of improved health rend/clone.

o Household food expenditures have gradually increased over
the past 35 years, but have consumed a smaller share of
household budgets am personal income h4m risen.

- The introductlou of the FSP in 1974 resulted la a

significant upward shift in food expenditures.
However, after shifting to the higher level, the share
of income spent au food has continued to decline.

NAP Effects on Benefits and Participation

The Nutrition Assistance Program (NAP) sharply restricted program
elisibilitT end recargeced benefits to households with less income, The
specific effects of HAP were-

o The reduction of the gross monthly income Limit from $916
to $667 per umnCh, I 27 percent reduction, and other
changes had a large effect on the number of participating
households.

- One year after _.P implementation there bert 95,000

fewer participating households than in June 1982, an
18 percent reduction. This reduction is fully
attributable to NAP since economic conditions were
broadly constant.
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- By June 1984 there were 109,000 fewer participating
households than in June 1982. However, the additional
reduction of 14,000 Is Ltkely due tn parc co the
continuing effects of NAP and tn part to the slight
Improvements tn the economy.

o The eLtecLnaclon of households above about 85 percent of
the U.S. poverty index In July 1982 substantially
reCargeced benefits co the lowest income households.

- The percentage of households vlch lncome above 75
percent of the poverty llne fell from about 10 percent
tn June 1982 Co about 1 percent tn June 1984.

- The number of parctc, tpattng households rich earulngs
declined by &7 percent between June 1982 and June
1984.

- The umabor of households with an elderly or dlsabled
members increased by approxlutely 11 percent over the
sane period.

- While met households reeaining on the prograe had
their actual benefice reduced sonewhat under _P, the
June 1984 househoXd monthly benefit ce average
increased by about sro because those households FLCh
higher intone and the aseoctaCed lover benefits,, were
no longer eli_ble. The comparabl_ per capita
increase vas about SI.

NAr Effects on AdlLtnistrattve Costs

The cash issuance aspect of NAP vas expected to produce substantial
savtnp tn adncLntscraClve costs. This analysis Indicates thet the overall
adatnlscrative coot reduction of $9.6 sill.ton or 18 percent (constant 1983
dollars) in the second year of NAP was the result of three factors:

o A cost savings attributable to cash issuance of between
$5.8 and $8.2 sill.ton per year, reductions tn costa of Il
and 16 percent, respectively. The $5.8 sillton ts a
'best-guess' estimate and $8.2 ocLlltou is the upper-bound
esCteaCe.

o Addtti0naZ savings due to the reduction in certification
staff chic were made possible by the large caseload
reduction.

o 0ffsetttng cost _ncreases because additional scarf[ effort
vas devoted to ensuring that applicants elts-_btllcy and
benefits were accurately decerlcLned.
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NAP Effects on Fraud and Error

NAP had been expected to reduce the level of error and fraud ia the
administration of the food assistance program. The available data provide
no solid evidence chac fraud and error were reduced. Nonetheless, Puerto
Rico did implement a major sec of program changes while keeping races of
error, fraud, and abuse under NAP at levels quite similar to averages
across states and to pre-NAP levels.

o Wails ch percent of cases in error because of
ineligibility and overissmmca has declined slightly
under NAP, this appears Co represent the continuation of
a downward trend begun we]_ before the implemnCacioa of
NAP.

o The percent of coral paymnts which are erroneous over
paylmuCs has remained approzisacely unchanged under NAP.

o bl-tle r.he number of casa referred for fraud heatings has
re_Aned abouC Cb sm, the proportion of fraud heatings
which have lead co fiadiap of fraud has £ncreased---
63 percent under NAP compared rich 22 percent under the
FSP.

_lsuse of Food Coupons

An important question for this research was the extent to which the
coupons of ohm FSP were exchanged for cash or used for ineligible nonfood
items. This question is important because if the 'cashing in" or use of
coupons for tnmLtfible items was widespread, chert coupons are nsc
conceptually different _han cash and cJaere is little basis for expecting
food expenditure co drop am a result of cash issuance.

In order co probe Ohm extent of coupon misuse, focus groups were
held with former FSP recipients in four locations across the Island.

o Theme discussions indicated thac the use of food coupons
to purchase aoulood i_emm was coumou althou_ the focus
group mmthodolofy does nmi allow the prevalence to be
quantified.

o These discussions also indicated chac the scores usually
gave less than the full value when accepting coupons for
ineligible icarusor cash.
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NAP Effects on Food Expenditures and Nutrition

In order co assess vhecher household's food expenditures and
nutrient availability were affected by cash issuance, household survey data
on food expenditures and nutrient intake before and after the conversion co
NAP are used. The first survey vas fielded in PuerTo Rico during 1977 and
the second vas conducted during 198&, after Puerto Rico's cash Nutrition
Assistance Program (NAP) had been operating for about cwo years.

Tabular comparisons of the 1977 and 198& dec& will provide an
intitiil description of food expenditures, food consumption, and nutrient
availability. Rovever, comparison of food expenditures on the 1977 survey
with chose on the 198& data cannot be used directly to ueess the impact of
cash issuance because of the other intervening changes beCveen 1977 and
1984. The Food St=_p. Progrm (FSP) vas quite different in June 1982 prior
co NAP Chart it vas in 1977. Statistical ---lysis rill be used to isolate
the effects of the replacemnc of coupons With cash issuance frou the
effects of the other changes. Both program participation and food
expenditures Will be analysed, and the reeulcinf estimates frou these
statistical eodels rill be used Co rake separate predictions of the effects
of el_ainscinf the purchase requirsuenC (In) in 1979 (vhich is necessary
because the 1977 household data are pre-gPR), the effects of the block
_anC benefit reduction, and the effects of the chanfe free coupons to
cash. The effects on the nutrient availability of diets rill be escinmced
frou scatistic&t uodels of the relationship betvean food expenditures and
nutrient availability.

The questions examined in the research on rite food expenditure and
nutritional impacts include the following=

o What uae the change in household food expenditures frou
1977 to 19847 How umch of that change vas due Co:

Cub issuance?
hducnd food benefits?

Elieination of the purchase requireuent?
Other factors?

o b'nac vas the change in nutrient availability from 1977 co
19847 Hog uuch of that change vas due to:

C.ash issuance?
hduced food bens£iCs?

ELimination of the purchase requirement?
Other factors ?

The results of the analyses of household food expenditures and nutrition
are hOC yec available_ but Will be presented in the June 1985 Final Report.
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I, OV'ERVZEW

A. RELATIONSHIP OF THIS REPORT TO THE JUNE 1985 KEPORT

This ts the one of Cwo reports co resulc from the second

Congressionally mandated study of the cash food assistance program in

Puerto P_co, known as the Nutrition Assistance Program (NAP). The earlier

study, mandated by Public Law 97-253, focused on the initial implementation

of NAP and its effects on program participation and costs; a report on the

results of the first study was subtttted tn March 1983. The primary

objective of the second study, mandated by Public Law 98-204, is to analyze

on the effects of NAP on food expenditures and nutritional adequacy. The

secondary objective is to describe the setting of the swltch Co NAP in

terms of the Unique socioeconomic and demographic environ,--nc of Puerto

R/co and to rmporc on the effects of NAP on benefits and participation,

administrative costs, amd fraud and error.

Because the 1981 Puerto Rlco Food Consumption Survey data (on which

reich of the second study is based) were not available until late January

1985, the study wilt not be completed until June 1985. This report

provides the tnforlmtlon requested by Congress to meet the secondary

objective. The June 1985 report will provide the reumlnlng information

requested by Congress upon completion of the analysis of the impacts of

on household food expenditures and the _ucrtCional adequacy of diets.

B. THE NUTRITION ASSISTANCE PROGH_q

On July 1, 1982, the Co_on_alth of Puerto R/co began operating a

cash food assistance program, known am the Nutrition Assistance Program, co
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replace the existing Food Scamp Program (FSP) _ich since 1974 had provided

eligible tow-incom_ individuals and families _rlch assistance i- the form of

food coupons. This program change was implemented because the Omnibus

Budget Reconciliation Act of 1981 (Public Law 97-35) mandated :haC Puerto

Rico's participation in the U.S. Food SCamp Program be replaced by an

annual $82§-mtllton block grant co provide food assistance for needy per-

sons, ami because Puez_co Rico subsequently decided co replace food coupons

with direct cash assistance°

The Nutrition Assistance Program continued co serve the same pro-

gram purpose as the Pood SCamp Program: 'To . . . permit lay income house-

holds to obtain a more nutritious diet through normal channels of trade by

increasing food purchasing paver. '1 NAP also continued to use the same

basic program structure and retained nose of cbs operational features o.F

the PSP.

NAP differs from the June 1982 Puerto Rico Pood Scamp Program i a

four important respects: the food coupons have been replaced by cash

benefits, income eligibility limtCs and benefits have been reduced co Srl_

program costs into line _lch the reduced funding level of the block graa_,

the enticlenmnt miCure of the program has been eliminated by capping _e

block grant at $825 million, and household eligibility verification

activities have been intensified.

The most relevant NAP operactonsl change in cams of chis eva' .s-

cion is the change in the form of the benefit issuance. Under the '_?.

recipients receive monthly benefits lo the form of a check, rather '-a- _s

1public Law 95-113, Pood Scamp Act of 1977, Sec. 2.
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coupons· Under the former Food Scamp Program, each authorized household

was _ailed an authorization Co participate (ATP) card each _onch·

Recipients then exchanged the ATP card for food stamps aC their local

Department of Social Services (DSS) office· Under NAP, checks are mailed

directly to recipients from a central processing facility. Unlike food

coupons, NAP checks are freely negotiable for currency. Like food coupons,

the checks are intended co increase the food-purchasing power of

recipients.

The switch to NAP also included reductions in eligibility limits

and' benefit standards in order to keep the program within the legislatively

reduced budget. While the FSP is indexed for inflation, the difference

between the funding for NAP end the funding which vould have been received

under a continued FSP increases each year. The NAP gross income limit for

a household of four is $8,000 per year, compared _rith the limit of $13,250

chec would have applied to the former Food Scamp Program in January 1985.

Similarly, the NAP max/mum benefit for the same household is $199, compared

with the estimated $250 under the former Food Stamp Program. I Further,

under NAP, the benefit amounts amy be adjusted up or down each month by _Se

proportion requ/red to bring aggregate benefits into line with available

funds,

Another important change _s the intensified verification of house-

hold income and circumstances. For example, home visits are nov conduc:ea

1The NAP benefit _s set at $199, which was 90 percent of the
Puerto Rico FSP maximum benefit of $221 in June 1982. From June 1982 c_

January 1985, the FSP maximum benefit for the continental United States -,_
increased from $233 to $264 for a household of four. Applying the sa_e
percentage increase co the Puerto Rico amount of $221 produces the esti_a:e
of $250.
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co verity information for all ney applicants and for a small sample of

recerCifications. Such visits vere not a normal practice under the FSP.

C. THE EVALUATION OF NAP
I

The bill _tch extended the cash Nutrition Assistance Program in

Puerto Rico (H.R. &252, later passed as P.L. 98-204) _andated chis

evaluation. The priMLy objective of Chis evaluation is Co determine

uhether replacing food coupons b-iCh cash assistance has affected food

expenditures of participaciq households and the nutritional adequacy of

their diets. Tvs secondary objectives yurt the description of the economic

and demographic contac of the NAP change and the description of effects of

I/AP on benefice, participation, administrative costs and program ihcefricy.

1. Effects on Fond Expenditures and Nutrition

In order co assess vhecher food expenditures and n_crienc avail-

ability vere affected by cash issuance, information is needed on household

_ood expenditures and nutrient intake before end after the conversion co
I

I/AF. Data on food expenditures and nutrient availability are available

frost cvs Puerto Rico household _ood consumption surveys. The first survey,

fielded during 1977 uhen the former Food Stamp Program vas in effect, bas a

suppleumnC Co the Nacionvide Food Consumption Survey. A similar survey bas

conducted duriog 1984, after Puerto Rico's cash Nutrition Assistance

Program had been operacin8 for over cvs years. Because dace from the 1984

survey only became available in lace January 1985, results on food

expenditure and nutrition impacts bill nsc be completed until June 1985.

Tabular comparisons of the 1977 and 1984 data will provide an

initial description of food expenditures and nutrient availability.
.
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However, comparison of food expenditures on the 1977 survey with those on

the 1984 data cannot be used directly to assess the impact of cash issuance

because of the other intervenin& changes between 1977 and 1984. The food

stamp program vas quite different in June 1982 prior to NAP than it was in

1977. For example, the purchase requirement in the FSP vas eliminated in

1979, a change that might affect food expenditures in much the same way as

the chanae to cash issuance. Other changes that make &tract comparisons of

the 1977 and 1984 data not very useful include the eligibility and benefit

reductions associated with the block grant and the compositional

differences in the characteristics of participating households.

Statistical analysis will be used to isolate the effects of the replacement

of coupons with cash issuance frma the effects of the other changes. Both

. program participation and food 'expenditures b-ill be analyzed, and the

resulting estimates from these statistical models vii1 be used to make

separate predictions of the effects of eliminatinf the purchase requirement

(EPR) in 1979 (which is necessmry because the _977 household data are pre-

KPR), the effects of the block grant benefit reduction, and the effects of

the change from coupons to cash,. The effects on the nutrient availability

of discs viii be estimated from statistical models of the relationship

between food expenditures and nutrient availability. Together, these

analyses wall estimate the relative effect of cash versus coupons on

household food expenditures and dietary adequacy.
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The questions examined in the research on the food expenditure and

nutritional impacts include :he following:

o Whac _s the change in household food expenditures
from 1977 to 19847 How much of fha: change _as due
Co:

Cash issuance?

Reduced food benefits?

ELimination of the purchase requirement?
Other factors?

o Sst uss the change in nutrient availebility from
1977 to 198&? How much of chat change ns due co:

Cash issuance?
Reduced _ood benefits?

ELimination of the purchase requirement?
OCher factors?

The results of the analyses of household food expenditures and nutrition

are not yeC availabled buc vii1 be presented in the Final Report. These

specific research objectives and the methodologies being used co address

them are shown in Table 1,1. These are discussed in detail in Chapter IV

of this Interie Report.

2. Econouic and Deuoaraphic Environment

The description of the unique economic and demographic setting ia

Puerto Rico within which the conversion to cash assistance occurred

provides the important context for this assessment of the impacts on food

expenditures and nutrition. These analyses of the environment of the

changes also help identify and, where possible, quantify the numerous

[actors other than the NAP changes vhich have also affected food

ex:enditures and, hence, may confound the analysis of food expendi_.'treq sad

dietary adequacy.
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TABLE 1.1

RESEARC_IQUESTIONS, DATA SOURCES, AND METHODOLOGIES

Resemrc_ Ouest! ohs Oa_a Sources ?vlet-hodoIocjy Reoor_

Imlaact Aemlymem

What was me chan qe In house- Puer+o RIco 1977 and Tabular oomDarlsons, ?anal Reoor+ only
hold food exoefidltqJrlls fr_m 1984 houa4Htold food st'a_Istlcal analysis

1977 +o 19847 How much of surveys end slmula_lon

mat' change was due 1'o:
Cash Issuance?
Reduced food benefTt's?

EI Imlnai'Yon of me
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O+her f e_"f'ors ?

Wha+ was me change tn Puer+o RICO 1977 and Tabular cem=arfsons, ;fnal la41Dort' only
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ma+ change wa. due +o:
Cash Issuance/

Reduced food benefit'!?

EIlmfna+lon of me

purchm re<lu I remen+?

Omm:rIpl'Wvm A_ Iys_

have ix_uletlon gro_t_, Ol+a from _1_ 1970 and Descriptive analyses In+afire t_eOort
urbanlzrelon, and ch4mglng Ig_O Ceelutl

d_gra_h I c CCeM_ Ilion
affect'Id 1"he nUltNIr of

fill I les belc_ me pov_-'l-y

level and, hencej _ scale
of +he food assIst'ance

i_roc_'nms?

How have economic gr_ and Oal'a frommt'he 1970 and OescrIl)+Tve analyses Ineerlm Peoorl'

emOlcrymen'f' affec'!'ld 1'he 1980 Census; I°uer_
humble of familia bela RIco Income and OrOdUCVr

me 0overt'y level and, account's; PoR, Bureau
hence, me scale of me of L-,_- $t'rl'l$'Fl_i

food assJs+ance progrm.s?

Con+ I nued_
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TABLE I.l (continued)

_es®ercn Ouest lons Oeta Sources _thodo Io_y _eoo_
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by ne _Itch to _ ¢:_uDOrllOnS
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_t_rP Ills J_ll _la_Ofll_ Of ]_OClJI _r'_,rOl of Smell _r*_p dllcus- Inte_Im l_e_or+
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o
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The results of these analyses are discussed in chis Interim

Report. The questions examined in the research on the economic and

demographic context include the following:

o Hov have population grovch, urbanization, and changing
demographic composition affected poverty and, hence, the
scala of the food assistance program?

o How have economic growth and employment, interacting with
the demographic factors, affected poverty and, hence, the
scale of the food assistance program?

o hC do vital statistics data Cell us about trends in
health status in Puerto Rico?

o t_hat has been the pattern of food consumption in Puerto
Rico over time and how does it pertain to economic
changes, demographic changes, and food assistance program
changes ?

3. Effects on Program Participation? Administrative Costs
and Pro_ram Intesric [

The ocher secondary objective is the assessment of three important

program outcomes. The first component of the analyses describes how

benefits and program participation changed over the 1977 co 1984 period

rich particular attention co the change resulting from s_rlcch co NAP. The

second component of the analysis indicates the level and source of

adainiscracive cost savings generated by the change from coupons co cash.

The third component of the analysis provides information on the level of

fraud and error under the former FSP and under NAP. These analyses also

help describe the program changes as a context for analyzing the impact of

the svicch to cash issuance on household food expenditures and dietary
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adequacy. The qumstiorus examined under this objective include the

followi ng:

o _aC have been the effects of the switch co NAP on bene-

fice and participation over the past tvs years? What
vere the earlier affects of the EPR?

o How has the composition of participating households
'changed in the switch to NAP?

o What vere the administrative cost savings generated by
the switch Co NAP?

o Whet uae the level of fraud and error in the Puerto Rico

FSP, and vhac _ls ice change under NAP?

o What ual the extent of food scamp trafficking, and how

my chic affect the expected impact of cash issuance?

O. It_iAIMDER OF THIS REPORT

The orgamtmaCion of this report if aa follo_, hck{Iround for the

evelumcion of HAP is presented in Chapter II, which includes (1) a

description of the mocioeconomlc and demographic environment of Puerto Rico

both pre- and post-NAP and (2) a detailed discussion of the NAP prosram

changes. The results co date of the Puerto Rico Nutrition Evaluation are

presented in Chapter III which reports on the effects of NAP on benefits

and imrticipacion, administrative coats, and fraud and error. Chapter IV

discusses the planned analysis of the key question of chis evaluation:

What vas the impact of NAP on hous4hold food expenditures and nutrient

availability? The results of c_tc analysis will be reported in the Final

Report to Congress in June 19_$.
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Ii, THE PUERTO RICO PROGRAM SETTING

A. THE SOCIOECONOMIC AND DEMOGI_LPHIC ENVIRONMENT OF THE FOOD PROGRAM
CHANGES

The implementation of the Nutrition Assistance Program (NAP)

occurred against a backdrop of changes in che socioeconomic environment of

Puar_o Rico during the late 1970s.and early 1980s. lc is important co

understand and, to the extent possible, consider chese social, economic,

and demographic factors in analyzing the effects of the conversion to ,NAP

on food expenditures and nutritional adequacy. Section A.I provides an

overview of the political history of Puerto Rico, and especially of the

relationship of Puerto Rico Co the U.S. government. Section A. 2 describes

the social, demographic, and economic environment of Puerto Rico, emphasiz-

ing trends in employmnnC, Cite extent of poverty, and the composition of the

population in poverty. In Section A.3, available information on trends ia

food consumption expenditures in Puerto Rico are examined.

1. Political HiStOl_: Relationship _dth the U.S. Government

After almost 400 years of Spanish control, Puerto Rico was ceded to

the United States in the 1898 peace a$reement which ended the Spanish

American War. 1 Over time, Congress has gradually redefined the relation-

ship becwmen Puerto Rico and the United States by exp&ndlng self-rule,

IThls section is based largely on U.S. Department of Commerce,

Economic SCud 7 of Puerto Rico, Washington, DC: U.S. Government Printing
Office, 1979; and U.S. General Accounting Office, Puerto Rico's Political

Future: A Divisive Issue with Man_ Dt_ensions, Washington, DC: U.S.
Government Printing Office, 1981.
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starting with the Foraker Act ! of 1900, under which the President appointed

a governor, cabinet, Senate, and Supreme Court; the members of the House of

Delegates _re chosen by the electorate of Puerto Rico. The Jones Act of

19172 granted naturalized U.S. citizenship co all citizens of Puerto Rico

end allowed the Puerto Rico population to elect the Island's House and

Senate. The Elective Governor Act 3 of 1947 granted the people of Puerto

Rico the right to elect their own governor and enabled that governor to

appoint the Cabinet and Supreme Court. Following the elections of 1948,

Puerto R/co had a popularly elected government for the first time.

Although federal legislative actions from 1900 to 1950 increased

the autonomy of the Island's local government, dissatisfaction with the

relationship bec_en Puerto Rico and the United States continued. In 1950,

the U.S. Congress passed Public Law 600, 4 which authorized Puerto Rico co

organize a constitutionml government subject to the approval of the people

of Puerto Rico and the U.S. Congress. The constitution became effective on

July 25, 1952, and the status of Puerto Rico changed from an unincorporated

territory to an Estado Libra Asociado, or Commonwealth, 5 with more author-

icy to organize its own government.

As a Com_nwealCh, Puerto Rico is in mny areas treated as a

state. IC has the same control over internal affairs as a state, shares

IAct of May 1, 1900, 31 Stat. 77-86.

2Act of March 2, 1917, 39 Stat. 951-968.

3Act of August 5, 1947, 61 Stat. 770-773.

4Act of July 3, 1950, 64 Stat. 319-320.

5The direct translation of gstado Libre Asoctado is Free Ass_::,:ed
State.
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common currency and defense with the United States, shares U.S. citizen-

ship, and has the same free mobility of goods, capital, and labor. In

addition, Puerto Rico participates in many U.S. programs, including most

USDA food assistance programs (e.g., the National School Lunch and School

Breakfast programs, the commodity distribution program, and the Special

Supplemental Food Program for Women, Infants and Children (WIt)).

Hovever, the Coumonwalch status differs from a state status in

several important respects. First, Puerto Rico has been exempt from

federal personal and corporate income taxes since 19&8. Second, although

residents of Puerto Rico vho live on the Island are U.S. citizens and are

subject to the U.S. military draft, they cannot vote in federal elections

and have no voting representation in the U.S. Congress. Third, and of

particular pertinence to chis study, Puerto Rico does not-participate in

several major federal assistance programs (e.g., General Revenue Sharing

and Supplemental Security Income) and participates only to a limited extent

in ocher programs (e.g., Aid to Families with Dependent Children). The

replacement of Cbs Food Scamp Program (FSP) in Puerto Rico with a block

grant with reduced funding lo an important example of the unique status .of

Puerto Rico,)

Despite limitations on U.S. social programs in Puerto Rico, aid

fro,, the federal government has become an extremely important element o_

the economy of Puerto Rico and an important source of economic support '_r

a large portion of the population. The federal government provides =_ra_:_

to the Common_alth and _uniclpality governments, services through feder_.

agencies operating on the Island, and direct transfers to the residents

Puerto Rico. The discussion in the remainder of this section focuses _-,
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the role of federal transfers, particularly those pertainir_ co food

assistance.

Federal transfers to Puerto Rico have risen dramatically over _he

past 45 years. In FY 1940, total payments from federal sources accounted

for less than one percent of personal income in Puerto Rico. By FY 1974,

the year prior to FSP implementation in Puerto Rico, they had risen co 10

percent of personal income, and by FY 1981, the year prior to NAP, federal

transfers constituted 22 percent of personal income. During the period

from FY 1974 to FY 1981, federal transfers on the U.S. mainland accounted

for between 12 and 14 percent of personal income.

The rapid increase in federal trarmfers in Puerto Rico reflects co

some extenc the scale of federal food assistance programs. In FY 1974, the

commodity distribution program and the National School Lunch and School

Break_aet programs (the primary food assistance programs in Puerto Rico at

that time) accounted for 15 percent of all federal transfers, while in

FY 1981, School Lunch prosreme, combined with the Food Stamp Program and

b'IC, accounted for about 38 percent of all federal transfers.

Althoufh federal transfer payments in Puerto Rico conaticute a high

proportion of their lover levels of personal income, the absolute level of

payments per capita is substantially lowr than in the United States as a

whole. For example, per capita benefits from federal transfers in FY 1981

vere $847 in Puerto Rico, compared with $1,595 on the U.S. mainland (in

nominal dollarS). 1 This lower level of benefits is due to the fact Puerto

1Unless otherwise noted, all dollar amounts in Section A have been
adjusted for price chanses and are in constant 1983 dollars. In addition,
all growth rates are in real terms (i.e., adjusted for in_lation).
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Rico receives differential treatment in several important federal social

welfare programs. For example, Puerto Rico is excluded from General

Revenue Sharing, Supplemental Security Income (SSI), and the Prouty program

(a special Social Security program). It also participates only to a

limited extent in the AFDC, Social Services, Medicaid, and Educationally

Deprived Children programs. The following have been major Congressional

arguments against the full par_icipacion of Puerto Rico in all social-aid

programs:

o That the residence of Puerto Rico do not contribute to

the Federal Treasury because Puerto Rico is exeap_ from
the U.S. personal and corporate income tax

o That the cost of ex_ending equal treatment co Puerto
Rico under all federal grant programs would be
extre-mly high, and Puerto Rico would receive a
disproportionately large share of the total federal
funds availabl_ for poverty programs

o That the large influx of federal funds into Puerto Rico

under state-lika tree,mane would have a disruptive
impact on the economy

The dramatic gro_h of the FaF in Puerto Rico has provided one of

the most vivid examples of the demands thac Puerto Rico's relative poverty

can place on federal assistance programs if _hey are extended to the Island

on the _ ter-.a chac apply Ko the states. With only a limited availabil-

ity of other social progra_ in Puerto Rico, the extent to which the Puerto

Rico population depends on food assistance has by [ar exceeded that found

in the poorest mat_Land states. For instance, in FY 1974, the year prior

to FSP implementation ii Puerto Rico, the value o[ Coral per capita food

1U.S. Department of Commerce, Economic Scudy of Puerto Rico, VoL.
I, p. 175.
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assistance vas $30 per year in Puerto Rico and 'SSi in Mississippi (in

1
nominal dollars), _ere the F_P had been tn place since 1966. By FY 1981,

the Food Stamp Program alone in Puerto Rico cost $879 million and provided

$271 per capita per year--about three times the $92 per capita then going

to Htssinsippi (in nominal dollars). In 1981, approximately 56 percent of

the population of Puerto Rico (1.8 million people) rare participating in

the prngram and accounted for 8 percent of total federal FSP expenditures.

Concern about the size of the FSP in Puerto Rico led Congress co

replace the program in 1981 with an annual $825-zillion block grant for

food assistance co the needy. 2 The level of funding provided co Puerto

Rico through the block grant represented approximately 75 percent of the

project, ed FY 1982 FSP expenditures in Puerto Rico, and it reduced per
,/.

capita benefits from $275 under the FSP in FY 1982 to $239 under RAP in

FY 1983 (in nominal dollars). Since the FSI eligibility standards and

benefits are indexed for inflation, while funding for NAP is capped ac the

level established in 1981, the difference between the level of funding

received by Puerto Rico under the block grant and what would have been

received under a continued FSP increases each year.

IThe primary food assistance programs in Puerto Rico, ocher c_n
the FSP and NAP, have been the coumodity distribution program, National
School Lunch and School Breakfast programs, and, more recently, WIt.
Funding for these programs in Puerto Rico in FY 1982 (in nominal dollars)
was as follovs: commodity distribution, $11 million; National School L_nch
and School Breakfast, $96 million; and _rlc, $19 zillion.

20mntbus Reconciliation Act of 1981 (PL 97-3S).
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2. Socioeconomic and Demographic Trends

The rapid growth of participation in food assistance programs in

Puerto Rico reflects both the limited availability of ocher social programs

and trends in the Island's economy and its population. Despite dramatic

improvements in income levels and health status since World War II, Puerto

Imco remains poor in comparison _rXth the United States, with population

grob_ch outstripping employment opportunities. This section summarizes

trends in economic development end income, and presents data on the general

level and composition of poverty in Puerto Rico. These economic trends

indicate the likelihood that the levels of poverty and economic dependence

in Puerto _co vii1 persist and perhaps even worsen.

Econo.Cc Development and Income. Before World War II, Puerto Rico

had an agrarXan economy which _s do_mtted by the sugar industry and, to a

lesser extent, by the tobacco and coffee industries. Seventy percent of

the population lived in small rural communities. The unemployment rate was

approximately I I percent, and per capita disposable personal income was

only $698 par year. Average life expectancy at birth was also low--only 46

years. In this same period for the United States as a Sole, per capita

disposable income was $4,053 per year, and life expectancy was 63 years.

Starting in 1948, the government of Puerto Rico undertook an

aggressive industrialization program, known as Operation Bootstrap. A

couprehenBXve set of incentives wre implemented to attract external

manufacturing investment, primarily from the U.S. mainland--incentives

which accompanied the Congressional exemption of Puerto Rico from U.S.

personal and corporate income taxes, and from U.S. uLtrttmum wage laws until

1981. Between 1948 and the early 1960s, Puerto Rico underwent a substan-
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cial structural change from a primarily rural agrarian economy to an

urbanized, industrial export economy. In =he period from 19a8 =o 1965, =he

gross national product (GNP) 1 grew by 187 percent, with the sector of the

most rapid growth, manufacturing, increasing by over 400 pert.ant. Life

expectancy at birch rose by a remarkable 24 years, and per capita

disposable income, although still low compared with the U.S. mainland,

increased co $2,305 per year.

Hoover, the rapid economic growth from ]948 to 1965 did not create

enough new Jobs co keep pace with population growth, at least in part

because of the capital-intensive nature of development efforts. Although

GNP grew by 187 percent, the number of Jobs grew only by 8 percent over

chis period, while the population increased by approx/mately 21 percent, co

2,583,000, in 1965. Unemployment be_en 1948 and 1965 never fell below 12

percent. Unemployment _rsened as economic growth slowed in the 1970s and

early 1980s in the face of continuing population growth. Consequently,

unemployment in Puerto R/co has remainad over 15 percent since 1975 and has

been over 20 percent mince 1982. As shown in Figure II.I, =he unemployment

rate in Puerto Rico has consistently exceeded U.S. rates by wide margins,

and these differences have grown since the recession that began in 1973.

Even the high rates of reported unemployment understate =he full

extent of Puerto Rtco's employment problem, particularly because =hey have

been accompanied by steady declines in the labor-force participation rate

of males. As shown in Figure II.2, participation rates for both _ales and

females in Puerto Rico have historically b__en lower than in the United

lwe use the term gross national product =o refer co the =oral
product of =he Commonwealth.
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Scaces. Races for males have steadily declined since the early 1950s,

while races for females have held roushly constant in Puerto Rico but have

climbed in the United States. The declining labor-force par_icipacion race

for males in Puerto Rico appears co reflect the long-term decline of

employment in traditional male occupations, such as agriculture and

construction, and suggests chac workers have become discouraged in the face

of long-cerm high unemployment.

Unemployment has remained high despite a large nec out-migration

from Puerto Rico co the U.S. mainland. Based on estimates of nec passenger

movements, there uae a nec outflow of 182,796 people in the decade prior co

1973. 1 This nec out-migration from Puerto Rico vas reversed briefly from

1973 Co 1977, most likely because of the worldwide recession. In 1983, the

level of nec ouC-misracion us 4&,433 people. If migration co the U.S.

mainland _ere nsc an option, the unemployment problem in Puerto Rico might

be even more severe.

Despite early successes in economic development, growth does nsc

promise Co offer a near-term solution co che unemployment and poverty

problems in Puerto Rico. The industrialization of Puerto Rico, with its

emphasis on capiCal investment in _anufaccuring and industry, did nsc

create enough new Jobs co offset the decline in agricultural employment and

co absorb the growing labor force. Economic growth has slowed since the

early 1970s and has fallen befilmt grouch races for the United States.

IThe nec-passenEer-move_nc &acs, although nsc necessarily repre-

sen.ting accurate measures of aec out-migration, provide a indication of the
degree of population movements co the U.S. mainland. Since residents of
Puerto Rico have II.S. citizenship ami can therefore easily enter the U.S.

mainland, ic is expected chac the ouc-mtgraCion was almost exclusively co
the United States.
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Since the recession of 1973, economic growth tn Puerto Rico has failed co

achieve its previous high levels and has been closely tied co economic

cycles in the United States (data not shown). Given the heavy reliance of

the Puerto Rico economy on external investment and external markets, the

1981 loss of the labor-cost advantages provided by exemption from U.S.

·/mimum wage laws, and the recent foreign trade concessions granted by the

United States to Puerto Rico's competitors for U.S. trade (e.g., the 1983

Carrtbean Basin Initiative), Puerto P/co may find it difficult to achieve

the previous high levels of economic grouch in the near future.

Prevalence of Povert},. The continued imbalance between population

growth and economic growth, and the resultant high levels of unemployment,

are considered to be the underlying causes of poverty in Puerto Rico. By

U.S. standards, incomes in Puerto Rico are low, particularly for large

segments of the population. Consequently, any effort made through

assistance programs Co raise food expenditures and nutritional levels using

the same income norms as in the United Scares can be'expected to meet a

large positive response from the population of Puerto Rico.

Income levels in Puerto Rico have always been much lower than in

the United States, and, despite substantial economic development, they

continue to remain far behind. The 1950 U.S. Census reported that 89

percent of the Puerto R/co population over age 14 received incomes of less

than $1,000 _haC yea r (in nora/hal dollars), as compared with 55 percent of

the U.S. population. As shown tn Figure II.3, per capita personal income

was far below U.S. levels in 1948, and ia 1983, although rising to over

$3,000, was only about one-third of :he per capita personal income level tn

the Un/ced States.
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Applying the U.S. poverty level index developed tn 1961 to the U.S.

and Puerto Rico populations provides similarly graphic contrasts between

1
the cwo economies. According Co the 1980 U.So Census, 62 percent of the

Puerto Rico population had income below the U.S. poverty level, far _re

than in Mississippi (one of the poorest states) and over five times thac of

the United States, aa shown in Figure II,4, Mean family income for all

families in Puerto Rico (the smaller cross-hatching of Figure 11.5) in 1979

was only slightly above the poverty level, and vas a little more than one-

third of mean family income in the United States as a whole. Mean family

income for those faLtliee which were below the poverty level (the larger

cross-hatching of Figure II.5) was also lowar in Puerto Rico than in the

United States. Appendix Table A.I provides further information on the

extent of poverty in Puerto Rico as measured by the U.S. Bureau of the

Census, with comparison data for Mississippi and the United States.

In addition to considering the extent of poverty in Puerto Rico, lc

is important to note the composition of the population in poverty, l

comparison of the characteristics of persons and households below the U.S.

poverty level vi. th the general population of Puerto Rico (Appendix Table

A.I) sho_ that those in poverty disproportionately comprise the elderly.

children under age 18, and single-parent female-headed families.

Population Trends, Large changes in the composition of the

population and family structure of Puerto Rico have occurred since The

1950a. These changes may have an important influence on future econooi:

problems, particularly on levels of income-transfer dependence. In

1
The poverty index was developed for the U.S. mainland. There

not a separate poverty index for Puerto Rico.
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general, it appears that conc:inued population growth, combined with

increases in the number of working-age adults seeking employment, =he

number of female-headed households, and the number of elderly, are further

aggravating the prevalence of poverty in Puerto Rico.

PopuLation growth in Puerto Rico has exceeded growth rates in the

United States since the late 19508, despite the fact that the nec: ouc:-

edgrac:ton c:o the Unit:ed States has relieved some of the pressures of

population growth and the scarcity of employmenc:. Even allowing for the

est:irene:ed1§8,869 nec: departures from Puerto Rico over the period from 1960

to 1983, acC:ual populac:ion grovl:h rat:es have averaged 1.5 percent per year

since the LaCe 1950s. If lc: were nsc: for nec out-migrac:ion, population

growth rates would have been even higher. The growth in populac:lon has

been due co t_o important: factors: (1) a high, alt:hough declining, birth

rat:e, and (2) a sharp reduction in death rates, percicuLarly infant

aorcali ty rates.

Birch rat:es have been consisc:ently higher tn Puerto Rico than in

the Ustc:ed Stat:es, while death rat:es have been considerably lower since _he

lac:e 1950s, as shown in Figures 11.6 and II.7. The higher crude birch race

(Figure 11.6) is due c:o the high ferc:ility rate among _omen in Puerto

Rico. Alt:hough c:he proporc:lon of the female population of primary child-

bearing age _as approxiemc:ely equal in Puerto Rico and the United States in

1980, there were 98.5 birc:hs for every 1,000 w_men between the ages of 15

and 44 in Puerto Rico, as compared with 67.7 births in the United States.

The lower crude death race in Puerto Rico than in the United States (Figure

11.7) is primarily the result o_ the relatively young age structure of the

population. For example, in 1980, 42 percent of the population of Puerto°
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Rico was under the age of 20, compared with 32 percent of the U.S. popula-

tion. Given the relatively high fertility rate of the Puerto P/co popula-

tion and its relative youth, it seems unlikely chac :he growth of the

population will slow substantially in the near future. Although ouc-

aigracion may reduce the imbalance between population growth and sluggish

economic growth, population growth is likely to continue.

Hoover, one ingredient of Puerto Rico's population growth, its

declining death rate, cells an important story of success. Death rates are

low in Puerto Rico hOC only because its population is youthful, but also

because of major improvements tn health conditions. The Implementation of

an Island-wide health care systm in the 1950s contributed to rapid shifts

in indicators of population health status throughout the 1950s and 1960s.

As shown in Figure I1.8, infant marcality races have dropped from about 70

deaths per 1,000 live births in 19§0 to about 19 in 1980, which is

approaching the rate for the United Scares as a whole. Life expectancy at

birth has also increased dramatically in Puerto Rico, rising from much

lower levels in the 19508 to a level comparable co thaC in both the United

States and ocher developed countries: 73 years in Puerto R/co, compared

with 74 in the United SCares in 1980. While much of the dramatic improve-

ment in the health status of the population was achieved prior to the

1970s, the situation has continued co gradually improve over the 1970s and

early 1980s.

The decline in infant mortality, improved living conditions, better

health care, and longer life expectancy are reflected in a clear shift in

the major causes of death in Puerto Rico. In the 1940s and 1950s, the

leading causes of death vere the diseases chac are characteristic of less
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developed countries--diarrhea and enteritis, tuberculosis, influenza and

pneumonia, and other infectious diseases. By the later 1950s and the

1960s, the _aJortCy of deaths were due to chronic diseases, as is typical

of industrialized countries--diseases of the heart, cancer, cerebrovascular

diseases, arteriosclerosis, and diabetes umllitus. The increasing

prevalence of'chronic diseases in developed areas is due to the elim/nation

of in_ectioue diseases and the resultant aging of the population. Figure

II.9 illustrates the declining race of deaths due to selected infectious

diseases and the rising incidence of deaths due to selected chronic

disease s, after sharp declines in deaths frou all causes in the lace 1940s

1
and early 19§Os. In 1950, the leadins cause of death, di_rrhea/enteritts,

accounted for 14 percent of LL1 deaths, while heart disease accounted for

11 percent. By 1981, diarrhea/enteritis accounted for less than one

percent of all deaths, and heart disease, the lead/nS cause of death in

1981, accounted for over 26 percent.

In addition =o improved health conditions, declining death races,

and shifts in the causes of death, Puerto Rico shares another social

phenomenon with the United States--increasinS races of divorce, births co

unwed mothers, and sinSle-perent households. The percentage of births co

unwed mothers has been increaeinS since 1974, after 25 years of decline.

In 1982, 23 percent of all births were classified as illegitimate, as

IDeacho due to infectious diseases include tuberculosis,
men/nSitis, nephritis, pnueumu/a, influenza, d/arrhea, and enteritis.
Deaths due to chronic diseases include cancer, diseases of the liver,
cerebrovascular disease, heart disease, arterioscelerosis, and diabetes
umllicus. These selected causes of death are based on available historical

data on general causes of death reported by the Puerto Rico Department of
Heal th.
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compared with 18 percent in 1974. The divorce race is also increasing,

although the rate has slowed considerably since 1972 and is now below thac

of the United States. Increases in the number of divorces are expected co

lead co more female-headed households and, consequently, Co a greater

proportion of families in poverty.

Despite many positive trends in Puerto Rico, particularly in areas

pertaining to life expectancy and health, the long-term imbalance between

the growth of Jobs and the growth of the population is likely co continue

in the near future. In fact, the positive changes in public health areas

(e.g,, lower death races and longer life expectancy) w_ll contribute Co the

unemployment problem ia the near-term by acting to maintain a high level of

population growth. The severe unemployment in Puerto Rico and the

resulting low levels of income relative to the United SCacefi are expected

to r,_min an area of concern for t'he forseeable future.

3, Trends in Food Cons,,-ption

_chough Puerto lilts remains poor by U.S. standards, economic

development, increases in income levels, and the expansion of food

assistance and other assistance programs have had important effects on

patterns of consmaption expenditures, particularly food expenditures. Per

capita personal consumption expendi'_ures in Puerto Rico have increased

rapidly since 1948, with food expenditures increasing more slowly than

expenditures on non_ood products. The finding chac food expenditures

Increase more slowly as income rises and Thus ChaC a smaller share of

income is spent on food is consistent _l_h virtually all economic analyses

of food expenditures and Income. Figure 11.10 shows per capita consumption

expenditures on food and non, sod products as proportions of per capita
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disposable personal income. The steady decline in food expenditures as a

share of disposable income and the increase in the share of income spent on

nordood products is shown clearly in this figure. 1

The impact of the introduction of the FSP on food consumption can

also be seen clearly in Figure II.10. Following the introduction of the

FSP in FY 1975, a strong upward shift occurred in the share of income

allocated to food expenditures (the dollar amount of income allocated to

food expenditures shifted up.rd as well). Although after the FSP was

introduced the share of income spent on food continued to decline as income

increased from FY 197§ to FY 1978, the FSP had shifted the trend to a

higher level. In FY 1979, per capita personal income began to decline in

real terms (see Figure 11.3) and, as a result, expenditures on food and

nonfood products declined both in dollar amounts and, as shown in Figure
2

II.10, as proportions of per capita disposable income.

The figure presented above illustrates the changes in food

consumption expenditures which have occurred over. time, but provides onl?

limited insight into the causes of those changes. In order to examine _ore

completely the impact of the introduction of the FSP, the slim/nation of

the purchase requ/rement (EPlt), and economic and social conditions on food

consumption expenditures, a multivariate time-series analysis is ia :_e

1The proportions of per capita disposable personal income s_e_: _,
food and nonfood products is greater than one for much of the period ,._-

1982 because of a long-term dissavings by the population o[ Puerto R:_ ,.

2The proportion of income allocated to both food and nonfood
products declined since the level of dissavings _ms falling over chis

peri od.
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FIGU_ II.10

Per Capita Personal Consumption Expenditure on Food and Nonfood
Products and Per Capita Food Stamp Benefits as Proportions of
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process of being conducted. The results of this analysis viii be presented

in the Final Report.

B. NAP PROGRAN CHANGES

The creation of the Puerto _co Nutrition Assistance Program in

1982 changed three important aspects of existing Food Stamp Program stan-

dards and operations: (1) rules concerning financial eligibility standards

and benefit calculation, (2) procedures for determining eligibility, and

(3) procedures for £ssuing benefits. The impact of these changes ou food

expenditures, nutrient availability, program participation, program ad_n-

iscraCive costs, and program operations errors forl the focus of this

evaluation. This section of Chapter II presents details on these program

cheeps. The expected inpacCs, analytical methods, and empirical results

of the NAP changes described above are discussed in Chapters III and IV.

1. Financial Eli_ibilic 7 Standards and Benefit Calculation Methods

Hany of the specific changes made tO the Food SCamp Program in the

conversion Co NAP reflect the necessity of reducing the size of the program

and of keeping total expenditures within the $82§ aillion provided annually

ia the 1981 block grant. This goal clearly motivated the changes made in

financial elirlblLtcy standards and the mchods for calculating program

benefice. Tvs types of changes were made. First, a number of changes in

the.eligibility standards that deal viCh lncoum and assets Limits and

income deductions were made, most of which made the standards more

restrictive. Second, standard tables and methods for calculating the

amount of benefice based on countable income were revised to limit coral

benefit expenditures.
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Financial Elt_ibilit 7 Standards. NAP changed seven rules

concerning financial eligibility and income deductions:

1. Assets limits for nonelderly households were reduced
from $1,500 to $1,000 (buc remained at $3,000 for
elderly households).

2. Under NAP, households are allowed to exclude one
vehicle from consideration as an asset, regardless of
its use, plus one additional vehicle, if used to
produce income. Under the FSP, any number of vehicles
could be excluded if used for employment or to
transport a disabled person, and, regardless of use,
other vehicles ware counted as assets only co the
extent that their individual values exceeded $4,500.

3. The Limit on !pross income for all household types us
reduced from $916 to $667 per month for a household of
four (and proportionally for other size households).

4. The limit on nec income after allowable deductions for

households with an elderly or a disabled member wes
reduced from $705 to $513 per month for a household
size of four (and proportionally for other size
households ).

5. The standard deduction from income alloyed for each
household was reduced from $50 to $40.

6. The earnings deduction allowed for each employed
hou_hold member vas increased from the 18 percent
under the Food Stsmp Program co 20 percent.

7. Medical deductions for elderly and disabled member
households, which yarc previously allowed to the full
extent of expenses beyond $35 per month per household,
are alloyed under NAP with no required initial out-of-
pocket payment by the household, but only up to a newly
imposed maximum of $100 per month.

Methods for Calculating Benefits. The shif_ from the FSF to NAP

also included five modifications to the methods used co determine benefit

amounts:
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1. The standard Puerto Rico cables of maximum benefits

for households of various sizes w/ch no income, in
effect la Junc 1982, were revised downward by
approximately l0 percent, subject, however, co the
pro race a_Justmenc allowad In the following
provision.

l

2. Individual household benefice as computed under the
revised tables are adjusted up or down each month
based on the exCeac co which certified aggregate
Island-wide benefits as computed exceed or fall
short of q_regace funds budgeted for benefits. The
recto of budgeted funds co aggregate benefice is
multiplied by each household 's computed benefit co
arrive at the final benefit amount Co be .disbursed.

3. All individuals residing together are considered co
be a single household under RAP, whereas the FSP
allo_d the designation of separate unica tn the
same household if they purchased, prepared, or
consumed food separately. This charqle reduces
benefits co such groups by applyiuf the econouLtes of
scalt that are assumed in benefit cables based on
household size.

4. Initial bane_tCs Co nevly certified households are
payable under NAP for the first month following the
dace of application, whereas they had been pa)able
on a prorated basis beginning m/Ch cbs dace of
application under the FSF.

5. No benefice of less chart $10 per month are paid
under HAP; if a benefit of less than $10 is
computed, no benefit is issued. Under the FSP, the
m/n/mum benefit for one- and cwo-person households
was $10.

2. Procedures for CercifTin _ Eligibillt 7

The defin/clon of the Nutrition Assistance Program includes five

significant departures from the procedures that _ere formerly used in the

1Since Thrifty Food Plans under the Food Scamp Program are adjusted
for increases in food prices, and since no such adjustment is required in
NAP, actual differences between NAP maximum benefice and the maxtmu_
benefits chaC would have been provided under the FSP now exceed 10 percent.
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eligibility certification process under the Food Scamp Program. These

changes have affected the following: home visits co verify information

provided by households, procedures for acquiring authorization to obtain

third-party verification, the consequences of households' failing co

cooperate fully with the certification process, emergency service require-

ments, work registration requirements, and £he range of items subject co

verification.

Home Visits. Home visits, which under the FSP had not been

instituted as part of the certification or recertificatlon process, were

introduced with HAP. Initially, the goal of NAP was to conduct a home

visit for each new application, except in regions where a high caseload

vol,use required ltm/ti_ visits to households with specified charac=eris-

tics. In May 1983, a uniform Island-wide procedure _as adopted whereby

hobo visits were required for all new applications, a 3 percent sample of

recertifications, and sevaral types of special situations deemed to warrant

home visits. Clients _re cold at the time of their application that a

home visit would be made, but were not notified in advance of the exact

time of the visit.

Blanket Verification Release. Within ten days after applying for

assistance, applicants for NAP are required to sign an authorization form

which grants the Puerto Rico Department of Social Services permission co

contact any potential source of information for collateral verification of

information provided in the application. This authorization allows the NAP

program much broader latitude in using collateral information than was

alloyed under the FSP.
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Denial for Unsatisfactory Cooperation. NAP places a _ore rigorous

burden on applicants for cooperacir_ _rith certification procedures.

Applicants ko miss a single appoincme :_ for an incerviev are denied

application and must initiate a new one. The FSP regulations required

evidence of active refusal co cooperate with the certification process

before benefits were den_ed,

Emergency Service. NAP replaced the expedited service rules

established by the Food Scamp Program with 'emergency service" procedures

designed Co limit abuse and co restrict the amount of benefits issued under

special circumstances. Under chess new rules, applicants may receive

special processir_ attention if they can demonstrate Chat: they have no

income in the month of application or are victims of a disaster; however,

they must still provide, before approval, the same verifications required

under regular NAP application procedures. Under the expedited service

rules of the FSP, approval of initial benefits had been allowed with

postponement of verification of all items except identity. Horeover, NAP

allows 30 days for approval in emergency situations and 60 days for

approval under normal circumstances, as compared _rlCh 3 working days for

expedited service and 30 days for normal applications under the former

FSF. In additiom, benefice under the NAP emergency service are for one-

half of a full month's benefits.

Work Reliscration Requirements. The FSP requirement chaC nonexempt

household members resister for work with the employment service was dropped

under NAP. However, nonexempt individuals are to be referred co local job

banks operated Jointly by the Puerto Rico Department of Social Services

(DSS) and Department of Labor.
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Verification Procedures, Several procedures were adopted in NAP

chat _odified the previously existing approaches for obtaining and

recording verification information. Under NAP, all individuals in a

household must provide Social Security numbers, whereas the FSP had

required that only adults and children under the age of 18 with countable

l
income provide numbers. This provision vas designed to enhance the

process of detecting individuals vho are included in more than one

household. NAP also requires that eligibility vorkars record in the case

file the type and identity of the document used to verify an individual's

name &nd residence. The FSP required that these items be verified but did

not require chat chair documentation be identified. Moreover, allen status

must nov be verified before an individual is certified as eligible,

_n_ereas, previously under the FSP, an initial tvs months of benefits could

2 .
be issued pending documentation of legal alien status.

3. Benefit Issuance Procedures

The lost dramatic administrative change in the switch from the FSP

to NAP _as the procedural shift from issuing Food Stamp benefits in the

fern of coupons to issuing NAP benefits in the form of checks whose use is

nec restricted co food iteue. Under the FSP, the Puerto Rico Department of

Social Services mailed out authorizations co participate cards (ATPs) to

eligible households, vho exchanged them for coupons in local issuance

IFSp regulations _ich became final in November 1982 also require
Social Security numbers for all household members.

2FSp rules were changed in April 1982 to _richhold benefits from
aliens until their legal status had been verified. It appears that DSS
incorporated this change into NAP.
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offices. Under _ issuance procedures, the benefic amount due co each

household is mailed ouC as a check. This change was designed co reduce the

costs of handling ATPs and coupons, and Co reduce illegal craffick/ng in

coupons.
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III. THE IMPACT OF NAP ON PROGRAM PARTICIPATION,
ADHINISTRATIVE COSTS, AND PEOGP.AH INTEGRITY

The central concern of Chis study is the effect of the Nutrition

Assistance Program (NAP) cash issuance on food expenditures and the

availability of nutrients. Houever. ocher non-cash-issuance changes

introduced by the pro, ram are also important, as evidenced by the discus-

l
sion in the earlier Congressional debate over NAP. These changes include

more restrictive eligibility standards, tightened certification procedures,

and adjustments in the calculation of benefice, all of uti/ch Mere adspeed'

2
Co bring program coscs into line bach the $82§-utllion block grant. When

combined bach concurrent economic changes in Puerto Rico, they have had a

sign/ficanc impact °n the types of households which are eligible for assis-

tance under NAP, che dec/sloss of households co apply for ass/seance and

actually Co participate in the program, and che amount of household

benefice. Taken together, all chess changes (the conversion co cash

issuance, the adjustments in program rules and processes, and the economic

trends in Puerto R/co) have had aa impact on che size and composition of

the 'target' population for food assistance, the cones of adntniscerin&

NAP, and fraud and error in eligibility and bens. fie determination. Thus,

chis chapter examines the overall effects of chex changes on these three

Ieee, for example, the House deb4ce on H.R. 4252 contained in the
Congressional Record, 98 cfi Congress. I oc Session, Vol. 129, pages 9893
chroush 9898.

2This discussion also includes several minor changes Chac Mere made
in order co maintain NAP program rules and structure sim/lar co the current
Pood Scamp Program (PEP) rules. Thus, they represent changes relative co
the PeP rules in force prior co HAP, buc they parallel concurrent changes
in the PeP.
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.-ogran areas, nsc only to describe their importance in their ova right,

buC also to provide information for the analysis of food expenditures and

nutrient avallabili c'y,

This chapter examines available administrative data on Puerto

Rice's food assistance program before and after the introduction of ,_tAP.

Section I sumaarizae hypotheses about the effects of program changes on

various measures of program efficiency. These hypotheses are examined in

detail in succeeding sections of the chapter. Section B presents dace on

shifts in the number and characteristics of participating households and

the benefits they receive. Section C e_rizes available data on recent

trends in adnLtniscracive costa, and estimates the effects of cash issuance,

caseload reduction, and the introduction of home visits on those costs.

Section D reports available data on measures of fraud and error in the

eligibility and benefit decerminaciou chac have corresponded co the shift

from the Food Steep Proipram (FSP) co NAP, and Section E presents informs-

ties drays from focus group discussions tn Puerto Rico about unauthorized

coupon use under the FSP and recipients' perceptions of the svitch co check

i SOI_Inco.

With the excapcion of Section E, the _fecCs of the kay program

changes Chac are discussed in chis chapter are analyzed on the basis of

procran dacao-ag_rqate benefice disbursed, caseload volumes and surname/

statistics, administrative co_cs, and administrative errors. In contrast.

the analysis of food expendicuru and nutrient ava/lability (discussed ia

C_tpcer IV) will rely on household survey dace.
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A. OVERVIEW OF HYPOTHESES

Am described in Chapter II. the switch co NAP involved numerous

changes in eligibility and benefit provisions, the certification process

and, obviously, the form of benefit issuance. All NAP changes and their

expected effects are listed in the first column of Table III.1. Changes

that unre expected to have a significant effect are indicated vi th an

asterisk. The second column indicates the expected effects of the program

changes on benefits and participation, while the third and fourth colunms

indicate the expected effects on administrative costs, and fraud and error

in eligibility and benefit decerntnation, respectively. Because of dace

Limitations this study will focus on the major changes highlighted in the

cab le and will interpret trends over time in terns of these major

changes, lc is important co emphasize throughout this chapter chac the

analysis is based on a comparison becmaen NAP and the Food Stsmp Program as
1

it existed in Puerto Rico prior co June 1982.

B. ElfFECTS ON BENEFITS AND PARTICIPATION

As uno discussed in the previous chapter, the food assistance pro-

gram have played a major role in the Puerto Rico economy, in corms of bach

the size of the federal transfers relative co total personal income and :he

proportion of the population which participates. In this section, creeds

in prosram participation Prior co and follovir_ the introduction o£ NAP are

described and the reasons for caseload changes under NAP are analyzed. 'a

1
Because FSP rthLes have undergone some changes, the FSP in Pue r_

Rico would be souevhat different today, had the block grant nsc been laple-
merited, than it uae in June 1982. However, lc is not possible using
administrative dace co make a comparison si NAP co the FSP which would Lave
existed in Puerto Rico after 1982.
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addition, changes tn the targeting of the program, as re.'lecced in the

characteristics of parttctpaclns households and tn the distribution of

benefits, are considered.

1. Treads tn Pro,ram Parctct_ation

Participation in the FSP tn Puerto Lice increased rapidly follo_-lng

Its implementation in July 197&. By the end of the first full year of

program operactona, 1.§ nLillion people, or §0 percent of the population of

Puerto ILico, uere program participants. Prior co the elinttnaCton of the

purchase reqtttremenC (_Plt) in December 1978, program participation had been

increasing fairly steadily. 1 Folloving the EPlt, program participation

lodctally increased very rapidly (by 9 percent ia the first four months)

buC chon leveled off al the tightened eligibility requiremmncs o_ the Food

Stamp Act of 1977 were implemented in the first half of 1979 (see Figure

III.l), Although some grouch occurred in Lace 1979 and early 1980, program

participation remained fairly stable ac approximately 500,000 households

for the cwo years prior co RAP. DurinS the first six months after NAP vas

implemented in July 1982, the caseload declined by 90,000 households or 17

2
percent; thereafter, the caseload continued ica decline more elovly. By

September 198&, the number of participating households had dropped co

_5,000, almost 22 percent belae the pre-RAP level of June 1982.

IThe eltndoatlon of the purchase requirement (EPR) occurred in
December 1978 in Puerto Rico and some states. AIl states had Implemented
the EPR by January 1979.

2parc of the decline in caseload shown here is due to the change ia
the definition of a household under the NAP. Average household size
increased from 3.57 persona In June 1982 to 3.60 in July 1982 and 3.71 in
December of 1982.
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As shown in Figure III.l, NAP us Implemented during a period of

generally high unemployment. Thus, ic appears cheC the caseload decline of

95,000 or 18 percent in the first year of NAP can confidently be attributed

co the program changes. However, the moderate decline in the caseload from

add-1983 through etd-198& occurred se unemployment uss declining. Since

the program introduced some chaogee (e.g. home visits end stricter

verification) vhich could have a£fecced caseload size even after the

initial implementation, iC is nec possible Co disCioguish Cha separate

effects of NAP and the economy on program participation rich any confidence

dhriog this 1acer period.

· 2. New Households and Discontinuances

The decline in the food assistance program caseload relieving the

implementation of NAP can bi dleaggregeced inca changes i n the uoveumnc of

participants inca the program (approved eppUcactons) and in the movement

ouc of the program (discontinuances). Bach movements can be affected by

several factors vorkiog siaulCanaouely: the propensity of households co

seek assistance or Co continue co participate, the eligibility standards

for ney applicants and households uhich are seektns recarcification, and

the etfecCiveneee end accutec7 uiCh uhich the standards are applied. The

propensity of low-income households co seek assistance may be a_fecced by a

variety of NAP feacuras--elifibilicy standards, certification procedures,

and the form of benefit issuance--as well as by factors outside the

program, such as the availability of employment. The introduction of NAP

affected movements into and ouc of the program directly by changing the

eligibility scanchtrda and the manner in which they are enforced, and

indirectly by changin_ households' decisions co seek assistance.°
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During ch e first six months of NAP, the entry of ney households

into the food assistance progral dropped from 97,350 co 70,312, a decline

of 28 percent (see Table III.2). This sharp decline was associated w_th a

reduction la applications of approximately 20 percent and almosc a _wofold

increase in the race aC which applicacioua uere denied.

The introduction of NAP precipitated a considerable increase in the

number of households leaving che program. The discontinuance of active

cases occurred through ceo processes: inmediace redecer_naCion of eligi-

bility followi_ the introduction of HAP, and ongoing reviews of eligibil-

ity. Immediately following the implementation of NAP, a computerized

redeceminaclon of eligibility wee undercakan based upon che new gross and

nec incomm limits, the elimination of benefice under $10, and ocher less

st4gnifican c pre, ram changes, l_ile precise dace .on the volume of chase

coupuCerized csrminaCionB are nsc readily available, the computer-initiated

discontinuances are eeCiuced Co be between 29,900 and 38,900 households.

The upper limit of Cbs range ia based on a finding in the 1983 evaltmcion

of NAP (USDA, I_S, 1983) chac 85 percent of the June co July 1982 caseload

decline wse due Co the computerized conversion. The lowsr limit of the

range is based on the proportion of the FSP households in June 1982 vi th

gross incoums greater than 86 percent of Che poverty line, which is the

level ac which the new green income Mmt_ of NAP was seC. These are the

households ChaC would have been disconcinued based on the gross income

teac; additional discontinuances occurred as a result of ocher program

changes.

0isconcinuances initiated by eligibility scarf also ca,tsed

households co leave the program. Worker-initiated discontinuances are
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TABLE I I 1.2

GOI4P(XiENTSOF OECLIHE IN _4E

CASEL_D UNDERTHE NAP

Alill I IGIT Ions DIstont I nunncos

Totll I_Jrcont Totnl Morkor-lnltleted Duo to

Averse Nuober of of Dlscomt Inumnces _puterlzed

Honthly Totnl Al)pi Icot Ions App IIcet Ions Tatml Iqorco_t of godofermlnit Ion

T lie Period CmelQid Nuolb®r Acoltpted. Accmlpted .N..md),er CII®Ic4HI of El Iglb! I !?Y

El
JlJnuory-Juoo 1082 5Q0.050 100, 771 0IF,350 IJg. S 40,300 1.3 ....

July-DecdJldlmr IgnZ 445,269 liT, 162 . ]0,312 80.1 6I,g_ 2,3 29,900 - 36, MO

Jnnulry-June 1983 422,021 73,750 _ST,0H 77.7 37,206 I ,S 0

Ju I yoDecember 1983 414,349 74,006 56,4S9 76.3 38,4?2 1.6 0

4-4
)4

_4 Janumry-Juoe 1984 405,076 6S, 964 _K),726 '77.7 37,980 1.6 0
_p

i

SGURQE: Puerto Rico Deportment of SocInI Services.

o
This figure Is based on deto for 14erch 1982.



based on reviews of case circumstances during recertification or following

reports of changes by the households. These revie_ra are part of an ongoing

process and would have led to discontinuances due to all the eligibility

standards of NAP. During the first slx months of NAP, worker-initiated

actions occurred aC a race of appro_cimately 2.3 households per 100 cases

1
per month, as compared with a rate of 1.3 prior co NAP. Consequently,

approximately 26,500 nora households were discontinued under NAP in Chose

first six months than would have been at the discontinuance rate in effect

under the former FSP,

During the next 18 months of NAP, the caseload declined at a much

lees dramatic pace. The number of households moving onto the caseload

remained below chat of the former FSP, due to fever applications and a

continued high application denial rata. The continued decline in
o

applications ubs probably due in part to the improving economic conditions

in Puerto JL_co in 1983 and 198&. The flow of households out of the program

sloued considerably during this period, probably because households which

did not mC the loner eligibility standards had already left the case-

load. Holmver, uorker-intttaced discontinuances, although lover than in

the first six months after RAt, reeained slightly above the _tarch 1982

level of the for,er FSP.

IThe discontinuance race of 1.3 prior co NAP is based on dace for
_tarch 1982. No information is available for the full six months prior co

NAP or earlier periods of the FSP. While there ia sene risk thac a single
month's rate nay be atypical, the discontinuance race under NAP for the
rmelve months January to Deceuber 1983 vas fairly stable, ranging from 1 ._
to 1.7, with a mn of 1.5.
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3. Caseload Composition Effects

The changes in eligibility rules under NAP led to changes in the

composition, or average characteristics, of the caseload, as well as in its

size. These changes and the composition of the caseload are important

since household characteristics are likely co affect the household's food

expenditures end nutrient availability. In order to provide guidance for

the analysis of Chapter IV, this section describes the caseload composition

char_es which occurred followi_ the implementation of NAP.

The most obvious conclusion from a comparison of participating

households for the month prior to the implementation of NAP and for the

months corresponding to the end of the first and second years after its

implementation, is that NAP hms served a group with lowr income on average

than did the FSP (Table III.3). Under the FSP in June 1982, 9.7 percent of

the par_ic/patirl households had gross incomes above 75 percent of the

poverty leVel; as s result of the reduced income standards of NAP, only 1.1

percent of the participati_ households fell into chat category two years

later. At the low end of the Intone scale, 46 percent of the FSP house-

holds tn June 1982 had &"ross lncoles below 25 percent of the poverty level;

this share incredsed to 54 percent over the next Cwo years. The slight

decline in the proportion of households With zero income is most likely due

co increased verification requ/remncs and the introduction of home visits.

The shift in the income levels of participacir_ households was

caused priearily by the sharp reduction in the number of households with

earniqs which retained eligible _mdsr the intone standards Instituted by

NAP. As shown in Table III.t, the number of participating households with

earni_s declined by 47 percent in the first year of the program. This
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TABLE I I t .$

DISTRIBUTIONOF PARTICIPATINGHOUSEHOLDSBYPOVERII_STATUS
FSRANDBP

FSP W,P NAP

Jme 19e2 J_e _m June 1904
Averq;e Average Average

Grcms Im:_Be lis · Number 14omtkly NuelMr 14onthly Nunhor Honthly
P._clM,oe et Pov.erty Level (Thouslmdli! Percent Reed It (Tlmuuedsl Pormet _ It iThouleeds) Percent I_et It

Zero leGmBe 0606 16.0 S171036 590_ 1402 SI lK)053 61.0 IS.O S187.g I
I - 2_1i 151o5 2g.4 SIg6001; 15704i 37.S S195.03 159.8 39.3 S200.65
26- _ I41.2 21.4 $152.41 121.2 30.5 Sl24.62 115.g 28.5 $128.18
51- 7gll 85.6 16.6 S101045 6e._l 16.3 $g1.05 65,9 16.2 S89.5g
16 - 1001 4200 8.5 S65.55 607 1.6 S_o56 4.5 I.I S55,54
lei - 12_ 1.2 1,4 S20.69 0.0 0.0 S0.00 0.0 e 0.0 $20.0O

I-I

Pd Over 125J 000 0.0 SO.GO 000 0.0 SO.00 0.0 0.0 14).00
I

Al I Households 515,4 . 100,0 Sl46069 420.2 100.0 SI53.16 406.6 I00.0 Sl57.02

Al I Indlvlddls I,MI.2 100.0 S41.06 1,569o4 IO0.O 14 I00I 1,51 I.) 100.0 $42.24

SCUItCIEI Couetl and everlgl ,oetkly bendlts for BAll Householdse eld "AIl Ildlvldcell # ere hosed on Intoflltlo, pertllnlno to III cases, vhlch
els furnished by the Puerto RIco Oeipertl_nt of Soclel Services. The Imrceetiqle dlstrlbatloa et households by poverty level end the
ever_e monthly heed Itl per households by poverty level were setleNited ell_ resin- s--pies of IO,OOOceses Ira, the bdo Rico
O4_rt,mnt o! Soclel Servlcm case ,_Bter tile et each tim period; .umbers I, eech poverty level were estlmtsi by multiplying these
peruentioes by the totll #uiber of ceSeso Coludms ,,By eat ,de to totlll because of r_undlnl;o

Ilhere mere 40 peqple with _asl IKcam holh.ee# I01 end 125 percent of the poverty level,



TABLE 111.4

COM'ARISON OF HOUSEHOLDO4ARA_RISTICS

FSP AND NAP

FSP NAP NAP

June 19e2 June 1983 June 1984
Number Per'tin? Number Perce_ Number Percent

Subgr_Jp , (ThousofKIs) (Thoussnds) (Thousands)

Em-hems 1M.4 35.9 105.1 25.0 9 7.1 23.9

Soclel Security Recipients 134.1 26.6 104.2 24.8 104.0 _.6

Households with Disabled 26.2 5.6 32.4 7.7 36.2 8.9

144mDerl

Single-Person Households 85.5 16.5 39.2 14.1 57.7 14.4

'HouSehOIdl Ilth _ 100.8 19.6 103.4 24.6 102.4 2_.2

Over Age 60

One- and Two-P_r'son House- 62.8 12.2 60.5 14.4 38.1 14.5
holds with _ Ovlr

,,_, 6o

S4K crt HOuUtto Id HemCI

Mile 151.2 29.4 119.8 28.5 115.4 27.9

Fmle 268.5 52.2 228.2 54.5 226.9 55.8

Sm missing 93.6 18.2 71.0 16.9 63.9 16.2

Al I Househol dS 514.4 I00.0 420.2 100.0 406.(5 '_O. 0

SiXIRCE: Puerto Rico _ of Soclel Services.

NOTE: C4rtqorlel ire not mutueli y exclusive. Ols'l'rlbutlonl were emtlmat_l usl_ ramiom sam0 es et
Iwproxlmltely I0.000 CII4HI. Nluml_lrl Of asea, In rich _tegor 7 were EetlmltEKI by mui?lp,,!qg '*,ese

per_ntag4m by total cmoem.
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reduction accounted for 84 percent of the total reduction In the caseload

achieved in that year. In contrast, the tightened net income standard for

households vith an elderly or disabled member does not appear to have

curtailed participation by such households; their numbers increased by 9

percent under NAP. The other group chat ,ms affected significantly by

consisted of households which receive Social Security benefits, _ose

numbers declined rrm 134,000 to 104,000 (Table I11.4).

With the exclusion of households with relatively high incomes from

the program, it is not surprising that the remaining caseload receives

higher average benefits under NAP than _re received under the FSP (Table

111.3). Average monthly benefits have risen from $147 in June 1982 to $153
1

in June 1983 to $157 in June 1984. Ro_ver, for many households vhich

have remained in the program, benefits have bean reduced. NAP has reduced

average monthly benefits for all i_co_ groups vhose gross income exceeds

25 percent of the poverty level. This corresponds to 46 percent of the

households participating in NAP in June 1984,

It should be noted that the comparison of average monthly benefits

between June 1982 and June 1984 ignores the in_lation vhich occurred during

Chat two-year period, as _ll as any increases in benefits that would have

been received under the FSP with its regularly indexed -=ximum benefits. A

comparison of NAP benefits Of recipients in 1984 with benefits this group

_d have received had the FSP re_sined in Puerto Rico, vould shay larger

benefit reductions under NAP.

I
Similarly, average monthly benefits per person have risen under

NAP from $41.06 in June 1982 to $42.24 in June 1984 (Table III.3).
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This analysis of the change in caseload composition shows chac NAP

has been targeted Coward a lower income population than the former FSP.

Because NAP beneficiaries have lower incomes, they are less likely co have

earnings or Co receive Social Security benefits than the households under

the former FSP.

C. EFFECTS OF NAP ON ADHINXSTRATIVE COSTS

An important issue tn assessing the Nutrition Assistance Program is

the effects of key program changes on administrative costs. In particular,

the mvitch to a cash issuance system vas motivated in parc by the

expectation chat mubeCanctal administrative come savings could be

achieved. This section examines changes tn aductniscrative costs under NAP

and attempts to isolate the effects of cash issuance.

NAP introduced several simultaneous changes, in addition co cash

issuance, thac _re expected Co have major impacts on administrative

comte. Specifically, in ohm absence of any ocher cheeses, the large

decline in caseloads during the first six months of NAP vould have led to a

reduction ia administrative cc_Ca. On the other hand, the changes in cer-

tification procedures, especially the home visit requirement, vould have

increased Cha scarf tim and, hence, the administrative costs of certifying

cases for eligibility, Thus, considerable care should be exercised in

interpreting the observed changes in administrative costs tolloving the

implementation of NAP.

The section begins rich an overviev of trends in adninisCracive

costs and caseloads, and then presence detailed cost information thac

provides a basis for isolating ohm cost changes attributable to cash
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issuance. The section concludes with a discussion of the cost impacts of

the caseload decline and the increase in certification activities.

I. Recent Trends in Administrative Cases

Administrative dace on cases and caseloads [or the four years

immediately preceding NAP and for che first cwo years of NAP operations

shay chac bach cases and caseloads rose until 1980 when annual cases

reached $56.8 million, aa shown in Table III.5. The first column of Table

Ili.5 shows ccaCs in nominal dollars; the second column shows cases in

constant 1983 dollars. During the year ismediacely precedi.ng NAP, admini-

strative caeca declined co $53.2 million, while caseloads continued co

increase. With the implementation of NAP in July 1982, a sharp decline

occurred in bach q_regace cases and caseloads. During the first year of

NAP operations, total annuai adnLtniscraCive casco and average monthly

caseloads declined by about 15 percent co $&5.8 ULtllion and 43&,000,

respectively. During the second year of NAP, total adminiscracive cases

remained approxiucely the sane, while average monthly caseloads declined

by an additional 5 Imrcenc, co about &13,000. While some of the decline In

achntn_straCiva coats under _P is attributable to .the caseload reduction, a

large portion of the savings is attributable co cash issuance. Parc of the

potential reduction in adLtnistrative coat was of[saC by the allocation of

additional staff Co certification.

2. Estimated Savings Due co the Chan_e to Cash Issuance

The esciuce of the savings from the change co cash issuance is

based on separate escimaces of personnel and nonpersonnel coscso For the

most parC, savings are estimated relative Co the cases under the former
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TABLE tlI.S

RECENTTREMI)S IN K)NINISTRATIVE COSTS
N40 CASm 0AI)$ IN THE PUERTORICO

FO(X) ASSISTANCE PROGRAHS

Avl,-age
Annual Adlln Isa'afire Colts 14onthly

(Mil I Ions of NOllnll (Nfl I Ions of Conltant Caseload

TIN Period 0ol lets) 1985 Dol !lrS) a (Thousands)

F_Xl $tlllp I_agrll

July 1976- June 1979 51o4 57,6 439

July 1979- June 1980 _12o0 55.6 492

July 1980- June 1981 56.8 56ol 493

July 1981 - June 1982 53°2 54.5 _06

Nutrition Asslstsn©e PraJrmB

July 19_- June 1983 45,6 45,8 434

July 198]}- June 1964 45.3 44.9 413

SOURCE: InforlltlOn traB 4Ul_l_'ly FNS-269 rlports furnished by the Puerto RIco Oepartmen? of
Socl al Serv !ct.

1;Itllmtil In CCmltl_ Ig!B 4ol Ilrl lift _llned by !nflstlng the flgurl In ?t_1 early yea_s

by the chlnge In the GNP defll_ for golirmlefit consumption lXl, DndlturlS. The _!el !s

IVl!lll_le ofily tl_c_ugh 1911_. The July 1915 - June 1984 lttlllte lis Ol_alned by assuming a 1
i_rclH_ Increase In the indm rellfflve to tho July 1982 - June 1983 Imrlod. This Is ?he

et'tull Increase In the Ind4m between July 1981 - June 1982 end July 19lQ - June 1983.
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FSP. The second full year of NAP oper_=ion is =he reference point for

measuring costs under NAP, since some important aspects of =he new

administrative system are likely co have required more than a year co

implement fully.

Table I11.6 presence data on all cos= items for =he iasc year of

=he FSP and =he second year of NAP. Personnel costs account for approxi-

mately 70 percent of co=al administrative costs. These costs declined by

$3.7 million from =heir level under =he FSP. All ocher dire== cos:s,

representing about 22 percent of pre-NAP cos=s, declined by $5.0 million.

The decrease in chase twos areas was offset in parc by an increase in

indirect costs of $1.9 million. 1

Estimates of =he cost reductions due only co cash issuance are

developed on the basis of applicable elements of =he "change" column in

Table II1.6. IC should be noted chac chess estimates include only costs

chat were incurred directly by =he Commonwealth of Puerto R/co. Additional

savings to the federal government have been estimated co constitute approx-

imately $3-m/llion per year. These savings co =he federal government are

generated by the elimination of coupon production and shipping, by =he

elimination of the re=ail authorization and compliance monitoring function,

2
and by the elimination of =he federal reserve bank redemption of coupons.

llndirect costs are computed as a fixed percentage of =seal direct
costs. They reflect costs incurred by =he Commonwealth government co
support =he Puerto Rico Department of Social Services (DSS) which cannot be
ails=aced directly co specific DSS functions. The indirect cos= race is
sec by agreement wi:h =he federal gover_enc. The fixed race rose from 12
percent co over 17 percent between 1982 and 1984, for reasons apparen:ly
unrelated co NAP.

2See USDA, FNS, Evalua=ion of =he Puerto Rico Nu=riCion Assistance

Program, March 9, 1983, Table 111.14.
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TABLE 111.6

OXAJ4G[SIN PUERTORICO FOODASSISTANCE PROGRAMSN_I41NISmATIVE COST COHP(0_ENT$
(0ol ler$)

Final Yeor of F_ Stlmp Second Year of Nutrition

ProgrmB Opernt Ice Aselstnnce Profiru Opernt Ions
July 1961 to June 1982 July 198_ to June 1984 Percent

Expend I turns Expend I turns (:ha n�o (:hang®

hlirlm and Bemdlts 37,2411,5111 33,527,067 -3,721,451 -10.0

Gomultnat md CoMrect 1PJO,OI5 531,512 - 258,503 -32.1
Trmnsportet Ion 371,7OI 50,241 321,460 -66.5
Treve/expenlea 2_5,378 322,4 I0 + 67,052 *26.3
Keypunch 162,036 156,861 4,075 -2. eS

Spice Costs 4,724,6115 $,115,458 -I,609,2Z/ -34.1
Bank space J05,551 0 - .505,551 -100.0
Of f Ice spice 4,419,134 3115,466 -I ,303, 676 -29.5

I_qareB Oocum_s e 1,045,925 416,656 - &29,2lB -60.2
Rotor I el· I00, 510 0,986 I el, 532 -95.3

Pti at Ins 855,407 407,650 447, 75? -52.3

Lille hrchlle 9111,&l& 4IB,661 - 511,965 -eBIl.]
hte processleg 023, _ 380,384 543,350 -58.8
Photocopy 35,180 19,218 15,970 -45.4
Equ Ipeeat 22,694 10,050 12,644 -55.7

OtW Colts 4,241,]1f5 2,3041,2112 -I,gl,103 ' -45.7
P4 Ida·er 45, Ti5 21,444 - 24. 291 -5.5. I

Postage 957,963 955,019 - 2,944 -0.3
Light 677,466 27_,224 - 404,242 -5907
Telol) hone _LIg,473 320,184 + 71 I +0.2I--d

uuero serv Ices 59,063 .55,003 - 24,670 -41.5
137,009 139,093 + 2,084 +1.5Repair of equipment

Other equlpeeat rental 4,803 1,096 - :5,707 -77.2
Repelr ·nd malatenonce vehicle 14,116 16,44.5 * 2,.525 .16.5
Auto equip rent 117,857 2,825 - 115,034 -07.6
Insurance 949,925 23,265 - 926,640 -97.6
Puerto Rico L_llce 801,161 32,450 - 766,711 -06.0
Tronsport of f Ice 735 0 - 735 0100.0

' Cir Insurance 7,021 0 - 7,021 -I00.0
Comultent · 0 160,806 + 160,806 .....
Other expenses 156,146 327,.510 + 171,164 +109.6

I'd Ired Casts 5,051,966 i,951,lgPP +I ,IF)9,173 +33.6

Tot el S4,0S_, 130 b 47,250,15_ b -6, 832, 365 - 12.6

SOURCE: ibckup docmmentetlon to qunrterly FNS-269 reports, furnished by the Puerto Rico Department of Social Services.

aAnnuel overage for the Init 11_oyears of the FSI) Is used because of n large negative adjustment In the q_mrtor from July - September
1961.

bFlgure differs frog the corresponding figures In Table 111.5 because tho figure In Table 111.5 Incorporates several adJustuonts to the
totals. Hovevnr, tho adjustments were not reflected In Individual line Items.



Estimates of personnel cost savings are developed on the basis of

data on issuance staff costs for the period prior to NAP, as well as

information on the size of the issuance staff in 1981 and on the number of

issuance staff aenbers who were retained for the check issuance function

under RAP. Total issuance staff costs in the year prior to RAP were $.66

per issuance. Of the 501 staff _embers in 1981, 189 (37 percent) were

retained under NAP to perforn check issuance and reconciliation. Thus,

staff costs were reduced by approximately 63 percent, for a savings of

approximately $.&2 per issuance. For the caseload in the second year of

NAP, this figure generates an estimated savings for issuance of $2,080,000
2

in personnel costs. However, this figure is based on salaries as of June

1982. Based on information provided by the the Puerto Rico Department of

Social Services (DSS), average salaries during the period from July 1983 co

June 1981 were approximately 6 percent higher than in June 1982, There-

fore, the personnel cost savings have been inflated by 6 percent, to

$2,20&,800.

The nonpersonnel tceaa in Table 111.7 and the basis for the report-

ed cost estimates are explained baler. The 'upper-bound' estimates assume

that the entire observed cost change in a given ucqory from Table 111.6

is due Co the svicch co cash issuance. The more conservative "best guess"

estimates adjust these figures Sere appropriate, based on the Judgment

chat certain cost changes ars at least partially due co caseload reduction.

o Transportation and Sulk Storage of Coupons. This
service, previously perfor_d for the DSS by Wells

2413,000 cases per month * 12 months * $.42 per issuance -
$2,081,520. This figure wes rounded to $2,080,000.
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June 1984 vere approximtely 6 percent higher than in June 1982. There-

fore, Ch· personnel cost savings have been inflated by 6 percent, to

$2,204,800.

The nonpersonnel items in Table 111.7 and the basis for the report-

ed cost estimtes are explained belov. The 'upper-bound" estimates assume

chat the entire observed cost change in a given category from Table 1II.6

is due to Cbs svitch to cash issuance. The more conservative 'best guess"

estiuces adjust these figures uhere appropriate, baaed on the Judgment

that certain coat chan_es ·re ·t least partially due to caseload reduction.

o Tr·msporcatiou ·nd Bulk Storaie of Coupons. This
service, previously performed for the DSS by Wells
Fares, hal been elindnaced under NAP. The entire
observed reduction of $321,000 is treated as · sav-
ings in both the upper-bound and more conservative

estimates, since it ia assumed that: the 18 percent
caseload reduction vould nsc have had a sigdificant
effect on contractual coats for this service.

o Bank Space for Local Coupon Storage. Because DSS
va· able to eliOLinate these coats entirely, the
entire cost r·duction of $306,000 is treated es
savings due to cash issuance. It is assumed thac

· caseload reductions vould not have reduced these
COSCSo

o Nat·rials and PrincinK. These costs appear Co have
been incurred primarily for procuring printed ATP
forms under fSP, and for procuring check forms under
NAP. The ray observed reduction in costa is
$629,000, or · 60 percmnc reduction. Such a reduc-

tion does not appear to be realistic, since checkB
net still be printed. An exudnation of dace for
other years (not shorn) indicated chat printing and
_ecertals costa are erratic in both the cvs years
prior to and Ch· tvs years follovir_ the start-up of
NAP. Thus, the conservative estimate incorporates
tvs adJusc_ncs to the observed coat reductions
First, the difference between r.he Cvs-year annual
cost averages before ami after NAP vere computed.
The annual averages are $878,000 and $613,000,
implying a reduction of 30 p_rcenc. Second, the
percentage reduction in the use of forms was assumed
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TABLE Ill.7

ESTIMATED ANNUAL SAVINGS TO PUERTO RICO FROM
THE CHANGE TO CASH ISSUANCE

(Thousands of Dollars)

Upper-Bound Estimate 'Besc-Guess ''

of Savings Estimate of Savin_s

Personnel Cos ca

Issuance-staff salaries and 2,205 2,205
benefi ts

Nonpe rsonnel Cos cs

Contractor _ransporCaCion and 321 321
bulk storage of coupons

Bank apace (vaults for local 306 306
coupon storage)

Printing and lacerials 629 107

.Dace processing 513 k0

Office space 1,30& 509

Insurance 927 927

Police security. 769 769

Indirec_ costs 1,191 622

Total 8,195 5,806

NOTE: In general, savings estimates are baaed on a comparison becwee._ :he
last full year of FSP operations and the second full year of ._AP
operations for the corresponding line item in Table III.6.
AdJuscmn_s Co _ha observed changes are explained in the text.
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to equal the 18 percent caseload reduction. The
remaining 12 percent of the pre-NAP costs is
reported as the $107,000 savings due co cash
issuance.

o DaCe Processir_. The observed decline of $543,000
annually in dace processing costs from a pre-NAP
level of $92.4,000 seels far greater than can be
attributed Co the change to cash issuance. Host
computerized functions under the coupon system
(e.g., determining allotments, generating ATPs,
prtnCtrq_ listings, performing reconciliations of
ATPo and coupons, and performing reconciliations of
authorized ATPs and actual ATPs) had counterparts
under the cash issuance system of NAP. A few excep-
tions have been identified. First, fever listings
are produced. _cond, one step in the reconcilia-
tion process ts eliminated. The besc-suess esciute
of Cha savings tn dace processing due to cash issu-
ance _as obtained by assuming that those relatively
stall changes in _Ca processing under NAP would
have saved $&O,000.

o Office Space. Raquirsm_ncs for office space under
NAP have been lomr than under the FSP, probably for
Cwo reasons. Caseload decline has probably
contributed Co a reduction in office space by
reducing eligibili_y staff and issuance staff
requiremncs. Homever, the switch co cash issuance
has completely eliminsted the necessity of housing
aa issuance process in the local offices. The
conservative e_timace assumes a reduction of 18
percent in office space ccacs corresponding co the
caseload reduction frou the iasc FSP year co the
second NAP year. This decline accounts for $795,000
of the CoCa1 reduction in cremes. The remaining
$509,000 savings is attributed co the change co cash
iSauanCe ·

o Insurance. Under the FSP, insurance coverage -as
necessary for coupon inventories in DSS control, and
for staff who handled coupons in local offices.
With the elimimaCion of coupon issuance, insurance
costs have been reduced almost to zero. The entire

savings of $927,000 between the iasc FSP year and
cbs second NAP year is attributed co the change co
cash issuance.

o Police Securi_. With the elimination of the coupon
issuance process and the associated security
problems for local offices and chair clients,
special expenses for security have been

III-23



eliminated. Because this cost is probably
relatively insensitive co caseload volumes, the
entire $769,000 in savings is included in both
esti_aCeso

o Indirect costs. Indirect costa cover general

support functions (such as personnel, payroll, etc.)
provided by DSS which are nec allocable directly to

specific programumCic functions performed by the
Department. The conservative estimate of $622,000
us obtained by apply_n8 the indirect-cost-recovery
rate which uae in e_fect at the tine the FSP ended

(12 percent) Co the estimated savinAs for personnel
and nonpersonnel costs. The upper-bound estimate of
17 percent As based on the same procedure, buC uses

the h_her (17 percent) indirect cost-recovery rate
in effect durin8 June 198&.

These estimates provide an upper bound on estimated administrative cost

savings due Co cash issuance of $8.2 million per year, and a 'best-l_uess"

estimate of $5.8 million per year. 1 The conservative 'best-_uess" estimate

indicates a sav_nge of nearly I1 percent relative Co vhat would have been

spent from July 1983 to June 1984 'had the FSP coupon issuance system been

retained. The uplxer-bound estimate is nearly 16 percent of total

adElniatraCive costs. Thus, both estimates indicate that substantial cost

savings have been realized from cash issuance.

3. Effects of the Reduction in the Caseload and Increased Certification
Efforts

The 'beet-_ueee' estiutes of administrative cost savings presented

in the preceding section apply only to the change to cash issuance. Thac

is, they are net of the effects of caseload decline and the increase tm

certification effort. Indeed, the estimated savings attributable co cash

IUnLike the personnel costs which were adjusted for salary
increases, no inflation adjustments _ere made for the nonpersonnel lce_s

because appropriate price indices were not available.
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issuance account for a large portion, but less than the observed decline in

cecal administrative costs. Unfortunately, the available data cannot

support the disaggregation of the unexplained cost changes into amounts

attributable to caseload decline and to increases in certification

effort. Nevertheless, information on changes in the level of key staff-

eligibility vorkers and their supervisors permits the development of some

very approximate estimates chac suggest the order of magnitude of the

administrative cost changes attributable co these eve factors.

The next subsection provides rough estimates of the administrative

staff reductions that could have been achieved from the caseload reduction

under NAP if the certification effort had remained aC the same level as

implied by the authorized staff level--291 cases per uorker. The

subsequent subsection show chat, in reality, the certification effort

increased under NAP, preventing the full realization of the potential

savings from the caseload reduction.

Staff Reductions attributable to the Caseload Reduction. The

limited data available on the scaffir_ of certification activities require

chat strong aesu-,pciono be mede in atteeptin8 Co distinguish the dfects of

changes in certification procedures from chose of the caseload decline,

Table 111.8 presence data on actual and authorized certification staffing

levels in October 1982 end March 198&, and the active caseload volume for

both those eve months and for June 1982, the month prior to the

impleeenCaCion of NAP. No dace are available on certification staffing

levels in June 1982. Hovever, actual staffin$ levels in June 1982 are

assumed to be approximately the same as in October 1982_that is, lc is

assumed chat, although caseload volume declined sharply betveen June and
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TABLE 111.8

CHANGES IN ELIGIBILITY STAFF LEVELS
IN LOCAL OFFICES OF THE PUERTO RICO FOOD ASSISTANCE PROGRANS

Food Stamp Program Nutrition Assistance Program
June 1982 October 1982 Hatch 1984

Actual Number of Eligibility 1,606 a (assumed) I ,606 I ,507
Staff and Supervisors

Authorized Number of Eligibility NA 1,492 _ 1,537
Staff and Supervisors

Active Cases per Actual Staff 320 (assumed) 270 272
Nember

Act tve Cases per Authorized NA 291 267
Star f 'Nember

1=4
I--4

Number of Act ive Households 514,000 434,000 410,000
I

O_

' SOURCE: Puerto Rico Department of Social Services.

a
tie assume that actual levels of certification staff did not change between June 1982 and October

1982. This assumption ia supported by the recollection of DSS staff. Furthemore, the assumed high
caseloads per worker are consistent with the decline in total administrative coats and the increase tn
the average number of cases sho_m in Table 111.5 for the year immediately precedtn& NAP.

NA- data are not available.



October, neither purposeful staff cuts nor significant attrition occurred
I

during chaC period. Thus, Table 111.8 is interpreted as follows:

o The ratio of 291 cases per authorized yorker in
October 1982 reflects the incest of DSS co provide
more ample staff time for eligibility certification
functions as defined prior Co NAP, and possibly co
allow the planned home visits co be implemented.

o Actual caseload burdens per worker fell to 270 in
October 1982. Furthemore, the expectation of the
DSS that caseloads of 291 per worker could be
handled did nsc prove co be true. Caseload burdens
remained around 270, and planning targets, in the
form of authorized positions, were revised by Harch
1984 Co a level which allowed caseloads of 267 per
vorker.

If the DSS had been able Co achieve sad maintain the targeted caseload per

worker of 291 households, the reduction in caseload velum for the period

from June 1982 to March '198& would have led to a reduction in staff from

the assumed level of 1,606 in June 1982 to l,&09 positions (&10,2&_ house-

holds divided by 291) in _tarch 198&, a decline of 12.3 percent.

Staff Increases Attributable co Increased Certification Efforts.

The estimated reduction in staff that would have been generated had

targeted caseloads per worker remained close co the former FSP level did

not in fact occur. RaCh4r than a reduction from 1,606 positions' co 1,409,

the actual number of staff dropped only from 1,606 to 1,507. Offsetting

the effects of reduced caseload, lc appears, was the demand placed on the

DSS by the renewd and eventually successful efforts co Institute a

1This assumption is supported by the recollections of DSS staff.
Furthermore, high caseloads per worker are consistent rich the decline In
administrative coats and increases in caseload shown in Table 111.5 for c._e

year immediately prior to NAP,
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certification procedure vhich included systematic home visits for all

applications, for 3 percent of recertifications, and for other special

circumstances. The actual staff reduction of 99 fell short by 98 positions

of vttac could have been anticipated based on the caseload reduction. Thus,

it is estimated chac an additional 100 positions vere required to handle

the hem .visits, vhich represents an increase of about 7 percent over nat

vould have been required had home visits not been implemented.

In summary, the potential savings in certification staff costs from

the caseload decline of about 12 percent vare offset by an increase in

scarf costs of about 7 percent due co the initiation of hone visits.

&. S_eear 7 of AdntnistraCive ¢oaC Effects

The overall observed adetntacracive coat reduction of about 15

percent uaa the result of three factors: caseload reduction, check

issuance, and increased certification activities, Substantial savings

amounting co about 11 p_rcenc of June 1982 administrative costs vere

attributed co cash issuance under the sore conservative "bescluess' sec of

assumptions. It lo nec possible co eacilte confidently the cost savings

due co caseload reductions and increased costs due to greater certification

effort. However, the caseload reduction vas esCiemCed to reduce the number

of eliltbility vorkers by roughly 12 percent. The increased certification

efforC counteracted eels of the staff savinss frca the caseload reduction

by increasing the number of eligibility workers by about 7 percent over

vhat vould have been required under the FSP practices.

D. PROGRAN IIqTFIIRII_Z:ERRORS, CLAIMS, AND FRAUD

An important concern of the Puerto Rico IhlparC_nt of Social

Services as it defined the Nutrition Assistance Program vas co reduce the
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levels of errors and fraud in administertr_ the food assistance program.

The specific program changes that were expected co reduce errors and fraud

were described earlier. They included the introduc:lon of home visits,

expanded requirenmnts for Social Security numbers, a new requirement chac

gives DSS prompt blanket permission for obtaining third-party verification

information, the elimination'of multiple assistance households under the

same roof, and the elimination of benefit coupes and thus the opportuni-

ties they offered for coupon trafficking and coupon theft. Opportunities

for fraud or error vare also expected to be reduced by the elimination of

the FSP expedited service rules. This section of the report examines

available data co determine whether the chan&ee introduced with NAP were

associated with any observable effects on measures of program integrity.

Four such measures have been examined: (1) quality control data on case

errorS, payment errors, and certification variances, (2) claim initiated

against households for benefit overissuances, (3) the frequency of fraud

hearings, and (i) information on FSP coupon reconciliation and NAP check

issu&nce.

Overall, the date indicate that Puerto Rico vas successful in

keepin& rates of error, fraud, and abuse at rates comparable to the U.S.

averqe, despite the meJor edminiscrative changes required in the conver-

sion to NAP. Case error rates had been decltnini under the FSP and con-

tinued to decline under N&P in a pattern similar to that under the U.S.

FSP. AC the same. time, the dace provide no solid evidence that the

stricter verification procedures and additional staff resources devoted to

certification processl_ reduced the incidence of fraud and error under

NAP.
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1. quality Control Data

· The Puerto Rico Department of Social Services continues co perform

a quality control (QC) function comparable to thac performed under the Food

Stamp Program, although the DSS is no longer required by federal lay co do

so and there is no federal review process. Under the RAP QC process, first

conducted fOE the period from October 1982 to March 1983, probebility

samples of active cases and denied or terminated cases are selected and

reviewed. The review includes an examination of certification documents,

an interview with the client, and interviews with third parties. Although

minor chan_es in the definitions of errors have been made to reflect NAP

changes in eligibility rules, the basic federal QC classification of errors

has been retained under NAP.

Tvs types of data are reported from the QC process: error data and

variance data. Errors are recorded when an incorrect finding of

eligibility or ineligibility is made, or when the amount of the benefit for

an eligible household differs by sore than $5 from the 'correct' benefit,

aa determined in the qC review. Aggregate error rates are reported as

'case error rates' (the percentage of cases found to involve an erroneous

payment) and 'payment error races' (the ratio of the total dollar value of

benefit errors, utvether positive or negative, Co the total value of

benefits issued). Variance tafor14cion provides a more detailed picture

about which eligibility elements are subject to error. All deficiencies

found in the QC review are noted as variances, whether or not they cause a

benefit discrepancy of more than S5, and whether or not the variance

contributed to a problem thac qualifies as a QC error.

Figures I11.2 and Ili.3 show trends in case error rates and payment

error rates for Puerto Rlco's Food Scamp Program and NAP, and for the U.S.
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FSP as a whole, for the period from 1977 co 1984. Error races presented in

these figures are the combined rates for incorrect findings of eligibility

1
and incorrect benefits overissuances. Case error rates in the United

States and Puerto Rico have followed quite similar trends, declining from

1977 (because of the incentives and penalties implemented co encourage

error reductions), rising a bit in late 1980, and then falling gradually

over the next two Co three years. While case error rates have fallen since

the conversion Co NAP, this reduction seems to have begun before NAP was

implemented, and seems co parallel a similar decline in the U.S. Food Stamp

Program. Thus, no clear evidence exists chat NAP has significantly

affected the level or trend of case errors.

The Puerto iUco payment error rate has hovered around the U.S. Food

Stamp Program level both prior to and following NAP. The relative

stability of the percentage of payments in error following HAP would appear

to indicate that payment errors, like case errors, have been unaffected by

the conversion to NAP. While the drop in the payment error race during the

most recent period suggests a systematic decline, the payment error rate

has fluctuated historically.

The frequency and types of variances detected during QC reviews, as

presented in Table III.9, show some change under NAP. The rate ac which

income-related variances are discovered has fallen from an average of 40

per 1,000 QC cases in the five review periods prior to NAP co an average of

30 in the three periods after the implementation of NAP. This decline may

reflect some tightening of eligibility certification procedures, but surely

1
Appendix Table B.1 presents the data on_which these figures are

based.
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TABLE lit.9

II_tDENGg aP VARIANCES BY KLIGIBILITY AREA
PUERTO RICO FOODASSISTANCK PROGRAHS

1979- 1984
(Number per 1,000 qC Case,)

Total qC Total Moor fsencfal
Tine Period a Senplo V·riancse Incom b Resource· c tliflbitlty St au/brda d DeductloM ® Computation·

Oct. 1979 - J_Jrch 1980 1,243 621 31.6 2.8 6.8 2.2 0.6

April 1980 - Sept. 1980 1,301 687 35.3 2.6 6.8 7.3 0.8

Oct. 1980 - Harch 1981 1,279 1,104 46. I 21,4 9.4 8.6 0.8

April 1981 - Sept. 1981 i.166 912 41.4 19.0 8.4 9.0 0.4

Oct, 1981 - hrch 1982 1,183 969 39.9 19.5 9.5 12.1 0.9

Oct. 1982 - )arch 1983 1,209 942 3&.$ 12.1 18.1 I 1.7 i.6

April 1983 - Sept. 1983 1,176 738 27.5 !!,9 14.4 8.1 0.9

Oct. 1983 - NArch 1984 1,169 796 28.1 I1.1 18.8 9.3 0.7

t'--4
t--4
I

kd SOtJRCK: Puerto Rico Department of Social SeFvicse,

puerto Rico did not conduct quality control during the periods from July to December 1978 and from April to SepteBher 1982. In the latter
period, the Nutrition Assistance Program wan In the procsse of implementing uny regulations,

h
Income variances Include variances detected in either earned income (unge end salarime, self-employment, and other earned income) or unearned
income (OASDI benefits, veterans ° benefltn, unemployment compensation, vorkera* compensetiou, PA or GA bemefita, educational scholarship/
grants, and other unearned income),

C · 4 *

The financial resources category includes variance· detected in either liquid or nonlfquid rooourese, aborn liquid resources include canh on
hand, checking or ·avinsa accounts, savings certiflcatan, oracle and honda, nonrecurring lunp-mum payments, and other liquid resources;
nonlfquid resource· include non-Income-producing properties, vacation home·, vehicle·, and other nonliquid resources,

d
The variances in nonfJnanclal eligibility standards include variances detected in one or more of the following: household size and
composition, tan dependency (under FSP), work registration (under PSP), citlsnnmhip, residency, or Social Security number (under NAP),

S

The deductions category includes variances detected In one or more of the folloutng; standerd deduction, income deduction, dependent-care
deduction, shelter deduction, or medical deduction.

f
The computation area includes variances caused by arithmetic mistakes, transcription errors, etc., and ere al_mys attributed to the state
agency.



also reflects the large reduction in the share of active households which

have earnings. Variances pertaining Co nonfinancial eligibility standards

have increased under NAP. This increase may reflect the expanded require-

menCs for Social Security numbers, new rules governing household composi-

tion, and tighter requirements for the verification of citizenship status

and identity--changes which might nsc have been fully conveyed to certifi-

cation staff and acted upon consistently. However, the overall rate ac

which variances are found in the QC sample has declined somewhat from the

races observed in the Iasc three reviews prior co the implementation of

NAP. This decline may be due largely to the elimination of households with

the type of circumstances thaC are often subject to error--income and

resources ·

2. Claims Data

Under NAP, the Puerto Rico Department of Social Services has

adopted a more aggressive sec of procedures for establishing and pursuing

claims against households when a benefit overtssuance is discovered.

Claims can be established whenever one of the following circumstances

causes an overissuance:

o The household fails to provide correct or complete
information,

o The household fails to report changes within ten days.

o The household alters les check or cashes two checks for

the same period.

o The Iocal office fails to take prompt action on changes
or makes an error in computing household benefits,
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Other changes to the claims procedures were also introduced:

o Claims may be established for overissuances to
households pending the outcome of a fraud hearing.

o Collection of claims can be pursued for ten years
rather than the three years allowed under the FSP,
and plans for repayment can be set up for five years
rather than for three.

o Claims can be established for the collection of any
amount, whereas no overissuance of less than $35

would be pursued under the FSP.

The more aggressive claims procedures introduced with NAP might

have had a number of effects. Here active pursuit of overtssuances and s

broader definition of the overissuence situations that would be pursued

might be expected to lead to an increase 'in the number of claims referred.

On the other hand, a more active claims process, combined with intensified

verification and home visit procedures in eligibility certification, may

have discouraged client errors and misrepresentation, and reduced the types

of agency error s chat: would cause overissuance. These changes might have

reduced the incidence of claims actions required. Because of these several

changes, claims data must be interpreted cautiously.

The frequency of claims referrals as a percent of the program case-

load (Figure III.i) declined precipitously in June and July 1982, as NAP

_s implemented. Since the early months of NAP, claims referrals have

tended to increase, and by early 198& they were nearly back to pre-NAP

rates, 0.59 percent of the caseload in the most recent six months of NAP

for which data are available (December 1983 to Nay 1981) compared to 0.60
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1
percent in the last six months of the FSP. It is also worth noting that

this figure includes the sum of referrals made on the FSP and NAP actions

2
for the months from July to December 1982. At any given time, some

referrals are likely to arise from "old" actions; thus, failing to include

referral claims based on FSP actions in that period would give the false

impression of a dramatic dip in claims referral activity in the early

months of HAP, followed by an increase to levels more closely approaching

activity prior to NAP implementation.

Of all the referrals made for possible claim actions, only some

lead to the establishment of a claim against a household. Figure III.5

presents the total value of new claim actions per 1,000 cases that were

established each month against the FSP and NAP households for the period

from January 1982 to June 198&. The dollar value of claims established in

the last slx months of the FSP averaged $1,3_1 per 1,000 households. After

dropping to a low of $291 per 1,000 households in the first six months of

NAPs the value of established claims has risen =o $1,013 for the NAP period

December 1983 to Hay 1984.

The pattern in both claims referrals and claims actions suggests

that the claims referral system has been re-established under the new food

assistance prosram. Following the initial reduction in claims referrals,

both the number of referrals and the value of established claims are

approaching the levels of the former FSP, when the reduction in the case-

1
If the iasc month of the FSP (June 1982) is ignored the claims

referrals as a percent of the caseload was 0.6& under the FSP. Appendix
Table B.2 presents the data on which the claims figures are based.

2
Claim referrals against households on FSP actions were

discontinued after December 1982.
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load is taken into account. Ic is impossible to determine from the avail-

able data the extent to which more vigorous claims pursu/C or a change in

overissuances is responsible for thes_ trends. When considered Jointly,

the QC data and the claims referral data provide little support for

concluding that the stricter verification procedures under NAP had a

significant impact on fraud and error.

3. Frau_ Hearings

The Administrative Fraud Hearing procedures under NAP are sim/lar

to those used under the PSF. Hearings are initiated by NAP regional

offices when documented evidence of fraud is presented. Hearings are held

after households have been notified. Since the conversion to NAP, the

outcomes of the fraud hearing process have shown some change, as illu-

strated by Table I_I.lO, although it is difficult to interpret the changes.

After a transition period of low activity, the number of cases referred for

fraud hearings have resumed levels comparable to those under the FSP, when

adjusted for the decline in the active caseload. However, a much higher

percentage of hearings have led to a finding of fraud--63 percent under NAP

since January 1983, compared with 22 percent under the iasc six months of

the FSP. This increase appears to reflect the increase in the percentage

of cases in which decisions are reached. As shown in Table III.lO, over

the last nine months of the FSP, a large proportion of the fraud hearings

(&l percent) ended without a final decision being reached. Less than 3

percent of the HAP fraud hearings in 1983 concluded with no final dec/sion.

While iC is not possible Co determine the precise cause of chis

change, it may reflect the incraased emphasis reportedly placed under NAP

on verification and documentation procedures, which may provide support =o
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_IJILJl III.10

CASES IUIFEIUtEDTO THE ADN/NISTRATIVE FRAUD _NGS BOARD
raIDER THE FSP AND NAP

January 1982- Nay 1984

Referrals
lecltved Heariula Conduce ed

in r_n As FI[_J.
Tear Mouth Houch Fraud Fraud Decision Total

lq_O STJUf PiOGIdd_%

1982 January 451 129 178 148 &55

February 580 196 235 225 656

l_trch 792 296 298 205 799

April $&3 251 286 194 731

Key 721 174 268 527 969

June 518 139 107 399 645

July 218 94 71 165 330

dnfuec 199 44 35 72 151

Sepceeber 18 18 18 30 66

!lYBzvrGg ASfZSYAICI PBOG_AIf

1982 July I 0 0 0 0

August 15 0 o 0 o

September 38 0 0 2 2

Occober 144 17 11 5 33

November 120 43 25 18 86

December 189 74 _0 5 119

1983 January 185 1I0 71 I 181

Febrmmry 300 90 45 2 137

Nar ch 333 20 ! 96 o 297

iprSZ 2_ lso 86 25 260

Nay 360 186 89 14 289

June 427 211 91 19 321

July 239 194 99 8 303

inSuet 372 227 107 2 336

September 379 215 122 0 337
Occober 390 209 112 17 338

NoveulMr 397 233 119 10 363

December 296 217 12& 0 3&l

1984 January 318 213 131 0 362

February 354 185 84 9 278

Narch 420 224 103 14 341

&prX/* 389 175 125 52 352

Nay* 368 216 121 39 376

SOUl,CE: FNS_ tvaLmltiou of l:he Puerto Lacs Nutrition Assistance PTosrau ami
FNS/kutAu/_s_, non_L_orzni AeV_eW o]_ cae r_ucrzc:on ASSistance rrogram.

_t
Preliminary figures
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allow more conclusive Judgments Co be made in hearings. However, ic is

also possible that the procedural rules that were set forth by federal

regulations for the Food Stamp Program restricted the latitude with which

hearing officers were able to reach conclusions more than is true under

current hearing procedures.

4. Issuance Discrepancies

Both the Food Stamp coupon issuance system and the NAP check

issuance system are vulnerable to certain types of abuse. In the Food

Stamp Program, ATPs may be stolen from authorized households and exchanged

illegally for coupons. Eligible households may report a theft of their

ATP, obtain a replacement, and then exchange both for coupons. Coupons may

also be stolen from their storage places or from local offices. Under NAP,

these opportunities for abuse are eliminated, but opportunities for chert

and fraudulent check cashing still exist, since households may claim to

have had their checks lost or stolen, obtain a replacement, and cash

both. In both systems, of course, procedures have been implemented to

limit opportunities for the occurrence of these abuses.

Since the available data are limited, this portion of the analysis

can address only one area of potential abuse. The data do not indicate

that abuses of the system and

variance data. Errors are recorded . The Food

Coupon Accountability Report (FNS-250), which is used under the FSP to

report differences between coupon inventory changes and the value of

coupons distributed, showed relatively small total discrepancies. For the

period from October 1981 to March 1982, Puerto Rico had a total FSP coupon

overissuance of $21,394, less than .01 percent of total benefits issued

during that period. Thus, the Chert of coupons from DSS and errors made by
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1
cashiers do not appear to have been major problems under the FSP.

Similarly, under NAP, Issuance discrepancies have remained small, For

instance, available data on the replacement and cancellation of the:ks

provides some indication of the maximum level of at least one type of

abuse--fraudulently reporting check theft and receiving un_rranted

replacements, The total number of replacement checks issued in 1983 _s

.006 percent; .if all replacement checks had been obtained fraudulently, it

is clear Chat this abuse would still have constituted only a very small

percentage of total benefits.

E. FOCUS GROUP DISCUSSIONS WITH PROGRAH PARTICIPANTS

An important component of the information gathered for this evalua-

tion consisted of a series of focus groupsNmoderaced group discussions

vhich vere conducted vi Ch individuals from households participating in the

Nutrition Assistance Program. These discussions provide valuable insights

into the ways in which the change to NAP, and particularly the change to

cash issuance, have affected participants' use of benefits, and perceptions

of the value of program benefits. In particular, the premise thac food

expenditures might decrease under cash issuance is based on food coupons

being restricted to food purchases. Household food expenditures might not

be expected to change much as a result of the switch to cash issuance under

NAP if the practice of 'cashir_ in" a portion of their coupons for cash or

non-food purchases vas widespread in Puerto Rico under the former FSP. The

IThe FNS-250 covers discrepancies occurring _rlthin the Puerto Rico
program's control. Thefts which occur at other points ia coupon handllr_,
which can be significant (e.g., thefts at the Government Bank), rill not be
reflected in the coupon accountability reports.
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focus group discussions provide information on this issue and a context for

interpreting the forthcoming empirical results on food expenditures and

nutrient avatlabili ry.

1. Focus Group Methodology

Focus groups are used widely to obtain information on the percep-

tions of individuals regarding sensitive or complex issues. One reason for

using focus groups in this study _as the capability of this mthodology to

elicit information on the extent of the "grey market" activity in food

coupons. The rapport established by the moderator in the focus group

setting, and the knowledge that the anonymity of the individual commnts

will be preserved, encourage the group participants to speak freely. The

trained moderator ensures that each relevant issue is discussed and that

all of the different views are brought forth.

The n_.thodology, while very useful, does have distinct limitations.

Focus groups are not appropriate for estimating the frequency or magnitude

of phenomena. The focus group participants were recruited in a manner

intended to ensure that diverse types of food assistance recipients would

be represented. However, the sample is quite small. Furthermore, the

group nature of the discussion raises the possibility that the views of

some participants may be influenced by other group members. Both the small

number of participants and the potential for group suasion preclude

obtaining statistically valid estimates of the views of NAP recipients

through a focus group methodology.

The focus group information consists of participant observations

from four group discussions. While the discussions reported below are
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clearly anecdotal, the experiences and views expressed were remmrkably

similar across groups held '_n different parts of the Island.

Potential participants were drawn at random from the master case

record file of participating NAP households and selected such that the

demographic composition of the groups approximately matched that of all _AP

participants. Stanford Flapper Associates, Inc. of San Juan recruited the

members for focus !rroups held in Central City San Juan, suburban San Juan,

a small interior city, and a rural area, all of whom had received benefits

under the FSP. Both roles and females were recruited, but they were

assigned to separate Stoups because of the possibility that mixed groups

might feel constrained fram expressing their views openly. Four sessions,

each with 10 to 12 participants, ware held as follows:

Pla ce Pa rt ! Ct pant s Da t em m im m, H ,, m L m m m L i m mm im L JHm , i L, ,, m ,,,,,,,, ,

Central City San Juan Hale 12/13/84

Suburban San Juan (Vega Bail) Female 12/18/84
Interior Small City (Atbonico) Hale 12/17/84
Rural Place (Barrio in Huemcao) Female 12/16/84

m i , m _,, _,, m

Focus group sessions ware led by experienced moderators in Spanish and were

tape-recorded for further analysis.

2. Perceptions To-ar d l_.osram.. Operations ,

Two important topics on participants' views to_mrd NAP were dis-

cussed: the relative convenience of obtaining benefits once the household

is found eligible, and the process of establishing eligibility.

Focus group members consistently stated that NAP provides a more

convenient wy to obtain benefits once their eligibility has been

established, In particular, they cited the lncorryenience involved in
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exchau_ing ATPs for coupons under the FSP. Some told of lines forming at

coupon issuance locations early in the morning, sometimes as early as 4:00

A.M., and of people waiting five or six hours to obtain their food

scamps. According to one participant, "You couldn't leave your place in

line to get something to drink or eat; they wouldn't let you back in

line.' Mothers who found it necessary to bring their infants or small

children to the Food Stamp office had to endure these lines with them, and

participants who were employed had to use vacation days Just to wait in

line for coupons. The participants clearly preferred check issuance

because they considered it to be a safer and more convenient process:

checks arrive ac the house directly, and they no longer need to wait in

lines each month to receive their benefits. These observations are

consistent with the findings of the survey of recipients conducted for DSS

shortly after NAP vas implemented. In that survey, 88 percent of

respondents reported that under the FSP they had had to spend too much rime

1
in line rafting Co get food coupons on at least one occasion.

Focus group members appeared Co take the certification and

eligibility verification process for granted, reporting matter-of-factly

that they are required to bring electric, vater, and rent receipts vith

them to the local office, and thac certification staff sometimes come to

visit them at home.

1
See USDA, FNS, Evaluation of the Puerto Rico Nutrition Assistance

Pro6ram, March 9, 1983, Table 1V-4.

J
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3. Misuse of Benefits

An important purpose of the focus group sessions vas to gather

impressions about the extent to which coupons under the FSP were exchanged

for cash or used for ineligible nonfood items, and how the change to cash

issuance affected these practices. Group members calked openly about this

subject, and generally reported that "cashing in" coupons and using the

coupons themselves or their cash exchange for ineligible items vas a common

practice under the FSP.

According to these individuals, Food SCamp coupons could most

readily be exchanged for cash or ineligible items in the 'colmsdos,' the

small 'mom and pop" groceries, rather than in major supermarkets. Some

participants expressed resentment about the form of Food Stamp benefits and

their perceived exploitation by grocery score owners. Some individuals in

the focus groups resented being told that their coupons could be used only

to purchase certain items, and some found it necessary at times Co exchange

them for cash or ineligible items. Respondents felt that colmado owners

profited from Food Stamp households' having to use coupons in illegiCtnmte

ways. Group members reported that the colnmdos usually gave them less than

the full value of the coupons when accepting them for ineligible items or

for cash. Some reported receiving 100 percent of coupon value; others

reported receiving between 67 and 80 percent of coupon value.

Many participants reported that, even under the FSP, they could and

did use their available benefits for nonfood items. Those who ventured

estimates thought that they had spent from about 70 to 80 percent of their

available PeP benefits on eligible merchandise, and had spent the remainder

on other items, either by obtaining cash or by using coupons directly.
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Several participants estimated that about the same percentages of their

cash benefits are spent for food under NAP. As one group member said, 'We

all have to eat. Food is always the number one priority.' One participant

acknowledged, however, that "if the electric company is going co cut off

the lights, then I pay that bill and worry about the food later.' Besides

food, participants claimed that under both programs they have spent the

money on necessities such as electricity and water, but they acknowledged

that "other people' sometimes used the money for more frivolous items.

4. Implications of the Focus Group Discussions

The check issuance under NAP has clearly benefited participants by

eltminatir_ the need to travel to issuance locations and wait in line :o

exchange ATPs for coupons. Participant comments in Chis regard are

consistent vith findings from the survey of food assistance recipienvs that

was conducted shortly after NAP 'vas implemented. The indication from the

focus groups that a portion of food coupons _ere routinely exchanged for

nonfood items is directly relevant to the research on household food

expenditure and to the interpretation of the empirical results as discussed

in the next chapter. Focus group members indicated chat they did not

necessarily spend all of their food program benefit on food under either

the FSP or NAP. They reported using some of their food benefits for ocher

necessities.

It is critical to reiterate that the focus groups, by themselves,

should not be regarded as providing direct evidence on the impact of cash

issuance on food expenditures. The inherent methodological limitations

noted above rule this out. The apparent prevalence of the trafficking does

cast additional doubt on the applicability of U.S. based estimates of the
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potential cash issuance impa:t on food expenditures. Impacts on food

expenditures and nutrient availability can be addressed with confidence

only by examining changes in actual food expenditure using data collected

from statistically valid samples of the Puerto Rico population. This

ongoing work is described in the next chapter. However, the focus groups

underscore the need to await the results of that analysis before for=tng

Judgments about the effects of cash issuance on food expenditures and

nutrient availability.
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IV. PLANNED RESEARCH ON THE IMPACT OF NAP ON FOOD

EXPENDITURES AND NUTRIENT AVAILABILITY

A. OVERVIEW

The primary objective of the Puerto Rico Nutrition Evaluation is to

determine the relative effect of cash versus coupons on the food

expenditures and diet quality of recipient households. To address this

objective, the evaluation will compare Puerto Rico households which receive

cash food assistance benefits under the Nutrition Assistance Program (NAP)

with Puerto Rico households which received coupons under the former Food

Stamp Program (FSP). Because the data on households receiving cash food

assistance benefits under NAP were not available until late January 1985,

the results of the analysis of household data are not available for this

Interim Report. The findings of the full analysis of the effects of NAP on

food expenditures and nutrient availability will be the focus of the Final

Evaluation Report which will be completed in June 1985.

This chapter describes the planned approach to the analysis of the

effects of NAP on food expenditures and nutrient availability. Section B

discusses the previous research on the effects of food assistance benefits

on food expenditures and nutrient availability and why the findings from

these studies are not applicable to the current evaluation of NAP. The

Puerto Rico household survey data collected in 1977 (when the FSP was in

effect) and in 1984 (after NAP had been in effect for two years) are

discussed i_ Section C. Finally, the planned analysis of the household

data. is described in Section D.
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B. PREVIOUS RESEARCH AND ITS APPLICABILITY TO THE CURRENT STUDY

The relative effects of coupons versus cash on food expenditures

and nutrient availability are important, and currently unresolved,

empirical questions which _rlll be addressed in the analysis of the 1977 and

1984 Puerto Rico survey data. This section discusses the previous research

on the effects of food assistance benefits on food expenditures and

nutrient availability. Although the studies summ_rized provide only

limited information on the effects of cash food assistance, it is useful to

reviev their findings as a guide for the analysis of the 1977 and 1984

Puerto Rico household data.

l. Food Expendi cures

Studies on the determinants of household food expenditures have a

very long history, dating to the time of Ernst Engel (1857). Engel is

famous in economics for having first compared food expenditures with income

by using several different 19th-century data sets, and for having

formulated "Engel's Law': the proportion of income spent on food falls as

income rises. This law has been confirmed in study after study for the

past 120 years, and it forms the basis for virtually all research on food

expenditures.

Recently, economists have directed their efforts to_srd estimating

the effects of both income and food scamp benefits on food expenditures.

One of their objectives has been to determine whether food stamps have a

larger impact on food expenditures than does money income. Most of the

food expenditure studies that have been conducted during the past decade

have been based upon four data sets:
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1. The University of Michigan's Panel Study of Income
Dynamics (PSID) is a nationally representative, annual
survey of the same sample of more than 5,000 house-
holds. Since 1968, these households have provided
intervie_rs with information on income, food stamp
benefits, and expenditures on food consumed at home.

2. The diary component of the Bureau of Labor Statistics'
1972-73 Consumer Expenditure Survey (CES) provides

information on household purchases of individual food
items during Cvs-reek periods between July 1972 and
June 1974. Approximately 22,000 households were
intervieved during each of the tvs years of the
survey. Information on money income vas obtained
during both years of the survey, but information on
food stamp benefits vas obtained only during the second

year.

3. The Nationwide Food Consumption Survey (NFCS) provides
information on the use of individual food items by
households, as well as information on money income and
food stamp benefits. I number of supplements of the
NFCS have occurred, including a 1977-78 survey of 1or-
income households (NFCS-LI) and a 1977 survey of Puerto
Rico households.

&. The Survey of Food Consumption in Lov Income Households
1979-80 (SFC-LI) provides information similar to that
provided by the NFCS-LI. However, the data vere
gathered durin8 a more recent period. The sample
consists of approximately 3,000 households eligible for
food stamps in the contiguous United States.

Three features of these data sets limit the applicability of

research findings based upon them to the Puerto Rico Nutrition Evalu-

ation. First, vith the exception of a 1977 supplement to the h-FCS, the

surveys provide no data on Puerto Rico households, whose expenditure

patterns may differ from those of mainland households. Second, these data

sets provide no information on the relationship betveen cash food

assistance and food expenditures. Third, vith the exception of the SFC-LI,

the surveys vere conducted prior to the elimination of the purchase
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requirement (EPR) in 1979. 1 Subsequent to the EPR, food stamp recipients

have not been constrained by program rules to allocate some of their money

income to the purchase of food. The effect of food stamps on food

expenditures since 1979 (and in Puerto Rico immediately prior to the

implementation of NAP in 1982) is likely to be weaker than is indicated by

estimates based on pre-EPR data.

The deficiencies of existing data sets will be addressed in two

ways by the Puerto Rico Nutrition Evaluation. A special 1984 survey of

food usage and the receipt of NAP benefits by Puerto Rico households will

remedy the first and second data-related problems. Advanced statistical

techniques will be used to address the third data-related problem. As

discussed in Section IV.D, estimates generated by the statistical analysis

will be used to predict food expenditures under the post-EPR Pood Stamp

Program for households in the 1984 data file. Estimates of the effects of

NAP will then be obtained by comparing behavior under NAP with predicted

behavior under the post-EPR PSP.

Despite their data-related limitations, existing estimates of the

food-expenditure effects of money income and food stamps provide useful

information for several reasons. First, these estimates represent the

current stock of knowledge on the effects of cash and coupons on 'food

expenditures. In the absence of more appropriate estimates (the Puerto

Rico Nutrition Evaluation will produce such estimates; see Section IV.D.2),

it would be necessary to use the existing estimates to predict the effects

1As a continuing longitudinal survey, the PSID provides post-EPR

data on food stamps, money income, and food expenditures for mainland
households. However, no studies of food expenditures that are based on the
recent PSID data appear to exist.
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of HAP. Second, when new estiuates of the effects of money income,

coupons, end cash food assistance on the food expenditures of Puerto Rico

households are obtained, they will inevitably be compared to the existing

estimates. Finally, it is important to examine existing estimates and the

research methodologies that produced them in order to determine what

statistical procedures should be used in the Puerto Rico Nutrition

Eveluation. '

Results from eight existing studies of the food-expenditure effects

of money income and food stamps ere examined in this section. 1 In each of

these studies, statistical techniques _re used to estimate the effects of

changes in money income and food stamp benefits on household expenditures

allocated to food consumed at hone.

These estimates are usually presented in terms of the impact of a

dollar change .in money income or food stamp benefits on food expenditures,

which is referred to es the 'mrginal propensity to consume food' (HPCf)

out of Boney income or food stamps. The total effect of changes in money

income end food stamp benefits is determined by multiplying the changes in

these amounts by estimates of their respective HPCf.

A hypothetical example will illustrate how estimates of the HPCf

can be used to predict the effects of changes in the food stamp benefits

and Boney income on food expenditures. If the HPCf out of food stamps were

lonly studies of food expenditures conducted during the past decade
were considered. The eight selected studies constitute a substantial
portion of that literature. The omitted studies are generally those that
were based upon data sets that are not broadly representative of the low-
income population (e.g., West and Price, 1976; Neenan and Davis, 1977), do
not provide separate estimates of the effects of income and food stamps on
food expenditures (e.g., Basiotis, et al., 1983), or were conducted by the
same authors or institutions that were responsible for one or more of the
selected studies (e.g., Basiotis, 1983).
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.30, then a $1 increase in a household's food stamp allotment would induce

a $.30 increase in its food expenditures. If the MPCf out of money income

were .07, then a $! increase in income would induce $.07 in additional food

expenditures. Continuing with this example, a $50 increase in food scamp

benefits would induce a $15 increase in food expenditures, while a $50

increase in money income would induce a $3.50 increase in food expend/-

Cures.

As shown in Table IV.l, most ex/s=ir_ estimates of the MPCf out of

money income (including transfer money income) are between .05 and .10,

while most estimates of the HPCf out of food stamps are between .20 and

.&5. Thus, the consensus finding is that pre-EPR food stamps had an impact

on the food-at-home expenditures of lov-tncome households that was

approximately four times the impact of money income. However, this finding

provides little useful information about the impact of =he cash issuance of

benefits in Puerto R/co.

The large variation in these estimates reduces their usefulness co

policymak_rs concerned about the likely effects of program changes such as

cash issuance. Three factors account for much of the variation:

1. The data sets differ, especially in terms of the survey
methodolostes that were used to obtain information on

food expenditures.

2. Important differences occur in the defin/cions of
variables that were used' in the scatistical analyses.

For example, some researchers included the value of
home-produced food and food gifts in their measures of
food use; others included only purchased food.

3. Neither the specification of the statistical models
that produced the Table IV.1 estima:es nor the assump-
tions upon which the models are based are uniform.
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Two possibly inappropriate assumptions were used in most of the

statistical models and may account for some of the large variation in the

HPCf estimates chat are shown in Table IV.1. The first assumption is that

there exist no unobserved differences between food scamp participants and

eligible nonparticipants chat would cause their food expenditures co differ

even in the absence of the Food Scamp Program. However, theoretical

considerations and some empirical evidence suggest that even if FSP

participants received no food stamps, they would spend more on food than

nonparticipants with similar observed characteristics. 1 If such unobserved

differences do exist bet_ween food scamp participants and eligible

nonparticipants, and if appropriate statistical procedures are not used to

account for them, then the estimate of the marginal propensity co consume

food out of food scamps is Likely to be higher than the actual value; This

may explain some of the high estimates of the HPCf out of food scamps that

are reported in Table IV.l, because only one s



their food expenditures to food stamps. However, such differences may

exist among the following groups:

o Partial participants in the Food Stamp Program--that
is, households which purchased less than lO0 percent of
their coupon allotment (pre-EPR only)

o Full participants who spend all of their coupons on
food but make no supplemental food purchases _rtth cash

o Full participants whose food expenditures exceed the
face value of their food stamps and, hence, who make
supplemental food purchases with cash

These differences are explained in more detail in Section IV.D. All of the

results reported in Table IV.l, except those of Brown, Johnson, and Rizek, 1

are based on the assumption that these groups are homogeneous in their

responses to food stamps. Therefore, a single value of the MPCf out of

food stamps is assumed to characterize the behavior of food stamp

participants in all three groups. This assumption may lead to misleading

or incorrect estimates of the food-expenditure effects of food stamps.

The food-expenditure effects of _ can be predicted on the basis

of estimated values of the. HPCf. However, reliable predictions can be

obtained only if accurate estimates of the HPCf are available for Puerto

Rico. Accordingly, this review of food expenditure research concludes with

three final cautions about using the estimates in Table IV.1 to predict the

effects of NAP.

First, all of these estimates of the MPCf out of food stamps,

except Chen's SFC-LI estimate, were obtained on the basis of pre-EPR

1Brown, Johnson, and &izek distinguished between partial partici-
pants and full participants, but not between full participants who made
supplemental food purchases with cash and those who did not.
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data. Thus, they may overstate the food-expenditure effects of post-EPR

food stamp benefits. I Because the purchase requirement had been eliminated

in Puerto Rico more than three years before the introduction of NAP,

caution must be exercised in using pre-EPR estimates of the HPCf out of

food stamps to evaluate the impact of replacing _tamps _rlth cash benefits.

Second, no existing study has estimated the effect of cash food

assistance benefits on food exl_nditures. In the absence of such

estimates, existing estimates of the HPCf out of money income could be used

to predict the 'effect of cash food assistance benefits. However, given the

underlying purpose of NAP benefits, soma households may target these funds

Co the purchase of food. The impact of NAP benefits on food expenditures

may therefore be greater than that of other money income. If so, existing

est/mates of the HPCf out of' income, would be Likely to understate the true

effect of NAP benefits. The Puerto P/co Nutrition Evaluation _rlll produce

the first estimate of this effect, based on data from the 1984 Puerto Rico

Food Consumption. Survey. This new estimate _r111 be used to assess NAP's

impact on food expenditures.

IChen's estimate of the HPCf out of food stamps based on the (pos_-
EPIC) 1979-80 SFC-LI data is actually slightly greater than his estimate
based on the (pre-EPR) 1977-78 NFCS-LI data (see Table IV.l). On pase 95
of h/8 dissertation he notes that this finding is counter to expectations
and he suggests that it may be attributable to changes in the composition
of FSP participating households that occurred between the two surveys.
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Finally, only Blanciforti's estimates are based upon Puerto Rico

data. 1 If Puerto Rico households exhibit food expenditure patterns that

differ from mainland househol'ds, then the Table IV.1 estimates may generate

misleading predictions of the effects of cash food assistance benefits on

the Island.

In s,,mmry, while numerous estimates of the effects of food scamp

benefits and cash income on food expenditures exist, these estimates vary

considerably, and none appears to be appropriate for predicting the food-

expenditure effects of the switch from the Food SCamp Program to the

Nutrition Assistance Program in Puerto Rico. Existing estimates of the

HPCf out of food stamps probably overstate the true food-expenditure

effects of post-EPR food stamps in Puerto Rico. Existing estimates of the

HPCf out of money income probably understate the true food-expenditure

effects of HAP benefits. These HPCf estimates would therefore be expected

to generate erroneous predictions of large, negative effects of NAP on food

expenditures. To avoid such errors, the effects of NAP on food

expenditures should be assessed only after obtaining estimates of the MPCf

out of food stamps and NAP benefits that incorporate the effects of EPR,

and that are based on the 1977 and 1984 Puerto Rico food consumption data

that are now available.

IBlanciforti's study provides valuable information on food expen-
ditures and the availability of nutrients among Puerto Rico households.
Hoover, there are two primary reasons why the Puerto Rico Nutrition

.Evaluation will not rely upon her estimates of the MPCf out of money income
and food stamps: (1) she imposed six controversial data screens that

eliminated 24 percent of all cases (including 49 percent of FSP partici-
pants and 25 percent of eligible nonparticipants) from the data file for
the Puerto Rico Supplement to the 1977-78 NFCS, and (2) underlying her
statistical analysis is the unsupported assumption that there exist no
unobserved differences between FSP pazticipants and eligible nonpartici-
pants that would cause them to have different food expenditures even in the
absence of the FSP.
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2. Nutrient Availabili_

A major objective of food assistance programs is to raise the

nutritional adequacy of the diets of low-income households. However, the

realization of this objective is limited by the extent Co which food

assistance benefits increase food expenditures and increased food expendi-

tures improve dietary quality. Thus, the primary objective of this section

is Co review the previous research on the effects of both food scamp

benefits and other household characteristics on nutrient availability. The

review will form the foundation for an empirical analysis of the 1977 and

1984 Puerto Rico household data on nutrient availability.

A secondary objective of this section is Co discuss the empirical

evidence on the adequacy of Puerto Rico diets, using individual nutrient

intake and household nutrient availability data from the 1977 Puerto Rico

supplement to the Nationwide Food Consumption Survey, as _ell as available

biochemical data. This review will identify those nutrients which

potentially are ac low levels in the diets of Puerto Rico households and

which should be the focus of the statistical analysis of nutrient

availa bi li ry.

Nutrients That Are Low in Puerto Rico Diets. The 1977 and 1984
i

Puerto Rico household data provide information on household food energy

1
(calories) and the availabillt_; of 14 different nutrients. For the

statistical analysis of nutrient availability, it is useful to focus on

those nutrients that are potentially low in the diets of Puerto Rico

households. Ideally, these nutrients would be identified by linking public

IThe 14 nutrients are fat, carbohydrates, protein, Vitamin A,

thiamin, riboflavin, niacin, Vitamin C, Vitamin B_, Vitamin B12, calcium,
phosphorus, magnesium, and iron.
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health problems in Puerto Rico to specific nutritional deficiencies.

However, questions about vhat constitutes a public health problem, in

conjunction with the difficulty in linking some diseases to specific

nutritional deficiencies (e.g., heart disease), makes it almost impossible

to identify important lov-level or deficient nutrients on the basis of

health or disease statistics.

Despite the absence of precise data on nutritional deficiencies in

Puerto Rico, three sources of information are available which provide some

data on nutrients which are potentially lov in Puerto Rico diets. The main

source of information is the 1977 individual food intake data collected

from over 7,800 individuals in Puerto Rico from July 1977 through December

1977 as part of the 1977 Puerto Rico supplement to the Nationwide Food

Consumption Survey (USDA/HNIS, 1982b). Average intakes belov the 1980

Recommended Dietary Allovances (RDAs) _ere found for calcium, magnesium,

Vitamin B6, and calories.

The second source of information is derived from the household

seven-day food list recall data, collected also in the 1977 Puerto Rico

supplement to the NFC$, covering 3,040 households (USDA/HNIS, 1982a).

Analyses of these nutrient availability data also found evidence of

inadequacies in the availability of calcium and Vitamin B6, with only 75

percent of households meeting the 1974 RDA for calcium and only 73 percent

1

meeting the 1974 RDA for Vitamin B 6. In addition, the household data

suggest a more widespread dietary inadequacy of Vitamin A, with only 62

percent of the households meeting the 197_ RDA. Less conclusive evidence

1The published report on the 1977 Puerto Rico household data
(USDA/HNIS, 1982a) provides data only on avatlab{lity relative to the 1974
RDAs, rather than the 1980 RDAs.
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for magnesium, iron, and calories since between 80 and 90 percent of

households mat the RDA for these nutrients.

The third source of information on possible nutritional

inadequacies is from a Puerto Rico health survey which was conducted from

1975 to 1977 on a sample of 1,737 Puerto Rico households and collected

dietary, ant hropometric, and biochemical data (Departamento de Salud,

1982). Although the dietary intake data did not reveal nutritional

inadequacies, biochemical testa, conducted on urine samples from 900

children under 18 years of age, indicated low or deficient excretion levels

for 31 percent of the sample for riboflavin and 50 percent for

Nmethylnicotimuaide (an indicator of niacin status). 1

In summary, based on individual intake and household nutrient

availability data, inadequate amounts of calories, Vitamin A, Vitamin B6,

calcium, iron, and magnesium may exist in Puerto Rico diets, while the

1975-77 biochemical data indicate possible inadequate intake of niacin and

2
riboflavin.

Determinants of Nutrient Availability. Decerminin& the effect of

food assistance program on nutrient availability is of primary importance

to this study. Previous studies, generally based on mainland U.S. data,

have examined this question by uain& one or more of the following three

approaches ·

1
An older, but comparable study conducted on 655 subjects in 1966

found low or deficient levels for 12 percent of the sample for thiamin, 28
percent for riboflavin, and 11 percent for niacin (Fernandez et al., 1971).

2
Further evidence of inadequate amounts of Vitamin A, Vitamin B6,

calcium, iron, and magnesium can be found in a number of U.S. mainland
studies covering lov-income households (e.g, Mlen and Gadson (1983) and
Neenan and Davis (1978)).
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I. Food stamp benefits are presumed to affect nutrient
availability independently of money income.

2. Participation in the Food Stamp Progra_ itself is
presumed to affect the availability of nutrients, and
the food stamp benefit is included as part of money
income, which is an additional determinant of nutrient
availability.

3. Food scamp benefits are presumed to influence food

expenditures, which are in turn hypothesized to affect
nutrient avallabili ry.

Table IV.2 s,,mmJrizes selected studies in terms of the estimated

t

effects of food expenditures, food assistance benefits, income, and FSP

participation on nutrient availability. For each study, the table presents

the target group analyzed and the data base used, as well as the overall

effects of the relevant measures on nutrient availability.

Although these studies are comparable in that they are all based on

household nutrient availability data, they also differ in three major

aspects. First, the samples studied vary from being representative of the

population of a single state to being nationally representative. Second,

different studies use different measures of diet quality, either expressed

as nutrients available to household members, or amounts of nutrients

relative to a standard, such as the RDA. Finally, and probably the most

important, the studies differ in terms of the nutrients examined and the

statistical procedures used to estimate the effect of food assistance

benefits on nutrient availability.

Despite these caveats, several findings of the studies summarized

in Table IV.2 are important to highlight. First, the more recent studies

generally find a strong effect of income or [ood expenditures on the

availability of all nutrients examined, while these effects are s_aller and
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TABLE IV.2

SELECTEDEMPIRICAL S_LIDIES ON THE DETERMINANTSOF HOUSEHOLDNUTRIENT AVAILABILITY

Iml_ct of Income, FSP Part lcl-

;etlon, or BOnul on Nutrient

_tudy Tar_letGroup and Date Base Nutrients Examined Avellabl! !,fy

Mrlen-I_nlal (1976) U.S. Iow Inccme households. Protein, Vltmln A, calcium, Incme hen · week, pesltlva
NBt Ionwlde Food ConsuBpt Ion Iron, thiamin, Vltmln C effect on aval Inbl Ilty of these
Survey data (USDA, 1965-66), nutrients.

Lane (1978) Callfornle Iov Incose house- Cnlorlas, protein, calcium, Fur FSP pertlclpants, value of
holds. P_!mary survey data Vitamin A, Vitamin C, Iron, food consumed hal positive
(1972-7_), niacin, rlbotlevln, thlmln, effect on availability of

celclum, Vitamin A, end ribo-
flavin; for nonperf lclpnnts,
positive relltlon occurs for
calories, calcium, end Iron,

Heenan-hvls (1978) Florida rurel Iov Incme house- Protein, calcium, Iron, Vltmaln Except for protein, bonus food
Davle-Neenen (1979) holds, PrlmBry survey dire end A, Vltmln C, stamp IncQme end money Incame

EFNEP records (1976)o 8re net co_lstmatly releted to
nutrient eva I lebl Ilty odJustlng
for food expend I turns.

Scearce-Jensen (1979) Southern Iov Income households. Cmlorlas, protein, OBIcluB, Incme has positive effect on
i_ Consumer Expenditure Survey Iron, Vltamlh A, thlemln, ave! labl Ilty of el I nutrients,
P- (BLS, 1972-74). riboflavin, niacin, Vltmln C. except riboflavin; FSP pertlcl-
'_ pants have hlghor avnllabf Ilty

of celorlm, protein, calcium,
Iron, Vitamin A and thiamin
then nonpert Iclpentso

Johnson-Burt-Horgen U.S, Iov Incme households. Protein, calcium, Iron, Vltexln FSP participants have morn food
, (1961) Netlonuld® Food Consumption A, thiamin, rlboflBvfn, Vitamin energy evn!lable, but get only

Survey (USDA 1977-78). C. marginal Improvement Judged by
en overal I manure of diet
quality. No effect of bonus on
nutrient 8vnl labl I!ty.



TABLE IV.2 (continued)

Impact of Incame, FSP Partici-

pation, or Bonus on Nutrient

Study Target Group and Data Base Nutrlefits Examined Availability

Whltflald (1982) Low Incame households In Tulsa, CelorI., protein, calcium, Posltlv® effects of Incame on
Ok lahama (1978). Iron, Vitamin A, Vitamin C. ave llabl I lty of calories,

protein, Vltmln A, Vltmln
Co Weak negative effect of
Inca.® on calcium. Strong
positive effect of FSP
participation on availability
of protein, Iron. VItB!n C:
negative effect on Vitamin A.

Al len-Gadson (1985) U.S. households° Nationwide Vita. In A, Vltmln C, thlmln, Incama and bonus have strong
Food Consumption Survey (USDA riboflavin, niacin, Vitamin B6, positive affects on avallabll-
1977-78). Vltmln Bi9 , calcium, Iron, !ty of al I nutrients.

amgnes !urn, -phosphorus.
calorl es, protein.

Baslotls-Brown- U.S. Iow Incame households. Calories, protein, calcium, Except for Iron, positive
Johnson-Horgan (1983) Nat Ionwlda Food Consumpt Ion Iron, r Ibof lavln, thiamin, ef facts of food empendltures on
Baslatls (1983) Survey (USNA 1977-78). Vitamin C, Vitamin A. nutrient availability. FSP

H participants m ave!lability of
calcium, riboflavin, and
Vitamin C lower than for

m nonparticipants, the sma for
other nutrients.



less consistent across nutrients for the older studies. Second, chose

studies examining the effects of food expenditures on nutrient availability

find veak and inconsistent independent effects of participation in the FSP

or of the bonus amount. Third, chose studies examining the effects of

money income (rather than food expenditures) on nutrient availability

generally find Chat FSP participation or the bonus amount has positive

effects on the' availability of most nutrients examined. Finally, an

important finding--one chat could not conveniently be documented in the

cable due to space ll_tcations--is the significance of factors ocher than

income, food expenditures, and FSP measures in determining nutrient

availability. Although the facCors examined vary across studies, chose

· d_ich appear co affect nutrient availability include education, household

size, race, and location (urban'/rural). Indeed, many studies conclude chat

Chess 'ocher' factors are the most important predictors of nutrient

avallabili cy.

Su_._r 7. Two questions motivated chis literature reviev:

1. Which nutrients are likely to be ac lov levels in the
diets of Puerto Rico households and thus should be

focused on in the analysis of nutrient availability?

2. _ac are the previously escimeted effects of food
aseiacance benefice on nutrient availability?

The literature on the adequacy of Puerto Rico diets suggests a focus on

calories, calcium, iron, magnesium, Vitamin A, Vitamin B6, and, perhaps,

riboflavin and niacin. The studies on nutrient availability do ncc provide

a unifom sec of findings, but do suggest chat food assistance generally

has a positive effect on nutrient availability either directly or through

food expenditures; however, the specification of this relationship and its

estimated magnitude vary considerably from study to study.

IV-Iq



C. DATA

The discussion on previous research shows that estimates of the

effects of food stamp benefits and money income on food expenditures vary

widely, as do estimates of the resulting impact on nutrient availability.

The absence of conclusive evidence on the effects of cash versus coupons on

household food expenditures and the nutritional adequacy of diets prompted

Congress in 1983 to authorize the current evaluation of Puerto Rtco's

Nutrition Assistance Program. The evaluation approach requested by

Congress is a comparison of Puerto Rico households which receive cash food

assistance with Puerto Rico households vhich receive food stamps. Since no

dat a on food expenditure habits and nutrient availability were available

for households vhich receive cash food assistance, Congress mandated that

data be collected on food use by Puerto Rico households vhich receive cash

benefits under NAP. The .survey effort _as fielded in Puerto Rico between

July 1984 and December 1984. Data fro_ this survey are currently being

analyzed and compared with existing food consumption data collected between

July 1977 and December 1977 as part of the Puerto Rico supplement to the

Nationwide Food Consumption Survey. l

The 1977 and 1984 data bases are almost identical in terms of the

data collection methodology. The 1984 sample is somevhat smaller than the

1977 sample (approximately 2,500 households in 1984 versus 3,040 households

in 1977). Although both samples were randomly selected and were represen-

tative of the Island population, the 1984 sample was designed to contain a

proportionately greater share of households which participated in the FSP

IData on household food use from the 1977 Puerto Rico survey are
described in USDA/HNIS Preliminary Report No. 9 (1982a), while data on food
intake by individuals are described in USDA/HNIS Preliminary Report No. 12
(1982b).
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but _are ineligible for NAP because of its more stringent income limits.

This group should provide valuable information on the effects of the NAP

change in eligibility requirements on food expenditures and nutrient

availability.

1. Data on Household Food Use

These two surveys provide detailed information on household food

use. 2 Household food use refers to food and beverages (alcoholic and

nonalcoholic) used from household food supplies during the seven days

preceding the survey interview. Food used includes food and beverages

consumed at home, carried from the home, discarded, or fed to pets. Ordi-

nary pet food and food given to animals for commercial purposes are

omitted. Food purchase d bath cash, credit, or food stamps and food thac

was home-produced, received es a gift or payment for work, or received

throush other programs are all included in the measure of household food

use. Food from household supplies chat was given away for use outside :he

home is nsc included in the measure of food use.

The survey methodology was based on a seven-day recall of food use

from household food supplies. Respondent households had been contacted ac

least seven days prior to the actual interview and asked to maintain

records of shopping lists, menus, grocery receipts, prices of food, and

labels Chat would help them provide information on food use. Trained

interviewers administered the interview in Spanish to the person in the

household who had primary responsibility for meal planning and prepa-

ration. For each food item used from household food supplies during The

2The 1977 data on individual food intake are not being used for cae
Puerto R/co evaluation, since comparable data for 1984 do not exist.
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previous seven days the interviewer recorded the type of food, the form

(fresh, canned, or frozen), quantity used, the price paid (if appropriate),

and the source (_urchased, home-produced, or gift or pay). Data were also

collected on the number and type of meals (morning, noon, or evening) eaten

from household food supplies by household members and others, on the snacks

and refreshments eaten by guests, and on meals eaten away from home by

household members. In addition to the data on food use, ir_ormatton was

obtained on household characteristics presumed to be related to food use

and dietary quali_y, such as participation in the FSP or NAP, participa_ion

in other food assistance programs (School Lunch, School Breakfast, WlC, or

programs for the elderly), household composition, income, education and

emplolment of the household heads, urbanization, tenancy, and food-buying

practices.

Total food expenditures from these surveys refer to the sum of the

money value of food used at home and the amount spent on meals and snacks

away from home. The money value of food used at home includes the value of

food used from household food supplies by household members, roomers,

boarders, employees, and guests, lc is derived from the quantities of the

individual food items used by the household during the seven-day period

preceding the interview. The quantity of each food item used is multiplied

by its price per pound to obtain its money value. Food not purchased

directly by the household (i.e., food that is home-produced or is received

as a gift or pay) is valued at the average price per pound for that food

item paid by the survey households reporting the use and purchase of chat

food. The total money value of food used at home is constructed by summing

the money values of the individual food items.
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2. Data on Household Nutrient Availability

Data on household food energy (calories) and nutrient availability

are also calculated from the quantities of each food item used by the

household. Calories and 14 different nutritive values for each food item

are calculated from tables of the nutritive value oi foods. 1 Total

household caloric availability ts derived by summing the calories of the

individual food iteu, and, si0dlarly, the household availability of the 14

nutrients is obtained by s,,ming the nutritive values of the individual

food items. Nutritive values pertain to the edible portion of the food

used from household food supplies, _rlth adjustments for losses during

preparation.

A crucial feature of the data from both the 1977 and 1984 surveys is

that the data on household nutrient availability are based only on food used

from household food supplies. This point is important if the number of meals

eaten at home (or the proportion of total food consumption accounted for by

meals at home) changed after the switch from coupons to cash. For example, if

NAP resulted in an increase ia the proportion of food consumption accounted

for by meals away from home (for which no nutrient data are available), then

NAP vould appear to have reduced the availability of nutrients to recipients

regardless of whether any change occurred in the nutritive composition of the

1The sources for the nutritive values are B. Watt, and A. Merrill,
'Composition of Foods . . . Raw, Processed, Prepared,' U.S. Department of
Agriculture, Agricultural Handbook 8 (revised), 1963; the supplements to
the Agricultural Handbook (8-1, 1976; 8-2, 1977; and 8-3, 1978); and M.L.

Orr, "Pantothentc Acid, Vitamin B 6 and Vitamin Bi2 in Foods,' U.S. Depart-
merit of Agriculture, Home Economic Research Report No. 36, 1969. Some
values from these reports store revised by the Nutrient Data Research group
of HNIS to reflect the current state of knowledge on nutritive values.
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food consumed. In analyzing the survey data, special attention will be pla ,

on adjusting the measures of food expenditure and nutrient availability for

the proportion of meals eaten at home.

D. ANALYSIS BASED ON HOUSEHOLD DATA

1. Tabular Analysis

An important first step in our evaluation is a detailed descriptive

analysis of the 1977 and 1984 Puerto Rico data. The objective of this

descriptive analysis is threefold:

1. To provide comprehensive demographic and socioeconomic
profiles of participating and nonparticipating house-

' holds before and after the introduction of NAP

2. To enhance our understanding of the background factors
that affect food expenditures and nutrient availability
and y data, inadequate amounts of r more refined

approach for estimating the relative impacts of cash
and coupons

3. To yield first-cut estimates of the differences in food
expenditures and nutrient availability between NAP and
FSP participants against which the impact estimates
from the statistical analysis can be compared

The approach underlying this descriptive analysis is to produce a set of

detailed tables that will address these specific goals. The following

subsections describe the types of tables that will be presented and

discusned in the tabular analysis.

Descriptive Profiles. The first component of the tabular analysis

consists of a set of descriptive profiles of the survey households in 1977

and in 1984. These profiles rill be provided by tables that will contain

the folloving:
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o Demographic and socioeconomic household characteristics
presumed to influence food expenditures and nutrient
availability (e.g., income, household composition,
urban/rural residence, the education and employment of
the household heads, and participation in food
assistance programs)

o Measures of household food expenditures, including
total expenditures, the money value of food used at
home, the money value of food used at home chat Ms
t_urchased, and the amount spent on meals and snacks
away from home

o Heasures of food used at home by food groups: dairy
products; meat; fish; eggs, dry legumes, and nuts;
vegetables; fruits; fats and oils; sugars, syrup,
Jelly, and candy; soft drinks and punches; and other
foods

o Measures of household nutrient availability, including
the absolute availability of calories and 14 nutrients,
their availability relative to RDAs

These tables viii be produced for the total samples in both 1977

and 1984. In addition, because of the many program changes introduced _y

NAP, tables will be generated for various subsamples defined in terms of

FSP and NAP eligibility and the participation status of eligible house-

holds. Specifically, NAP imposed more stringent income-eligibility

standards, which made some formerly eligible FSP households ineligible for

NAP benefits. NAP also implemented stricter verification procedures, which

may have resulted in cha_es (reductions) in the likelihood that eligible

households would participate. Given these program changes in conjunction

with the switch from coupons to cash, descriptive profiles will be produced

for subsamples of the 1977 and 1984 survey households according to the

following sample stratification scheme:

1. FSP participants (1977 household survey)

a. Eligible for NAP
b. Ineligible for NAP

2. FSP nonparticipants (1977 household sbrvey)
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a. Eligible for the FSP and NAP

b. Eligible for the FSP; ineligible for NAP
c. Ineligible for both the FSP and NAP

3. NAP participants (1984 household survey)

a. Eligible for the FSP

&. NAP nonparticipants (1984 household survey)

a. Eligible for the FSP and NAP

b. Eligible for the FSP; ineligible for NAP
c. Ineligible for both the FSP and NAP.

Tables rill be produced to provide demographic and socioeconomic,

food-expenditure, and nutritional profiles of each subsample. In addition,

comparisons of these profiles rill be made between FSP participants and

nonparticipants (I and 2), NAP participants and nonparticipants (3 and 4),

FSP participants and HAP participants (1 and 3), FSP participants eligible

for NAP and NAP participants eligible for the FSP (l.a and 3.a), and FSP

participants ineligible for HAP and HAP nonparticipants eligibll for the

FSP, but ineligible for NAP (l.b and &.b). Of particular interest will be

the comparison of the tables for FSP participants eligible for NAP and NAP

participants eligible for the FSP (1.a and 3.a). It will shov the changes

in household characteristics, food expenditures, and nutrient availability

of the segment of the food assistance population that ms unaffected by

changes in the eligibility rules. Hore than for other subgroups, the

observed changes will be attributable to the change to cash issuance.

Tabular Analysis of Food Expenditures and Nutrient Availability.

The second component of our tabular analysis consists of an examination of

factors that are believed to influence household food expenditures amd

nutrient availability. Based on previous york, these factors are household

incoue, household composition, vhether the household participarez in a food

assistance program, the amount of food assistance benefits, and the race,
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education, and employment of the household heads. In addition, numerous

ocher household characteristics available from the survey data viii be

analyzed to determine whether food expenditures and nutrient availability

are related to these additional factors.

The food expenditure cables rill provide a preliminary indication

of the relationships between food expenditures and the household

characteristics included in the Cables. Of particular interest viii be the

difference in the average value of food expenditures between FSP

participants and nonparticipants and between NAP participants and

nonparticipants. These differences viii be 'first-cut' escismtes of the

relationships between household food expenditures and participation in the

FSP or NAP.

A comparison of the food expenditure cables between 1977 and 1984

will provide first-cut estimates of the effect of NAP. Specifically, the

difference in the average value of food expenditures between NAP partici-

pants in 1984 and FSP participants in !977 vill be compared with the

difference in the averase value of food expenditures between NAP non-

participants in 198i and FSP nonparticipants in 1977. More concisely, let

F denote average food expenditures, P denote participants, and tip denote

nonparticipants. A simple estimate of the NAP effect on food expenditures

would be the follovlng:

NAP effect - (F - F - (FNp - F ).P,1984 P,1977 ) ,1984 NP,1977

To the extent that the chanie in the average food expenditures of the non-

participant groups reflects the effect of changes in background factors
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(including food prices) be=ween 1977 and 1984 that applied also Co partici-

pants, the difference between the participant and nonparticipant changes in

food expenditures measures the impact of NAP adjusted for these background

factors. 1

Similarly, the nutrient availability tables will examine the

relationship between nutrient availability and household characteristics.

The first-cut estimate of the impact of food assistance benefits on

nutrient availability will be derived from the differences in nutrient

availability between FSP participants and nonparticipants and between NAP

participants and nonparticipants. Again, a comparison of the difference in

nutrient availability between NAP and FSP participants with the difference

between NAP and FSP nonparticipants will provide the first indication of

the effect of NAP on nutrient availability, adjusted for background factors

affecting nutrien{ availability that may have changed between 1977 and

1984.

For several reasons, these differences between participants and

nonparticipants, and between 1977 and 1984, are only first-cut estimates of

both the effects of program participation and the impact of NAP on food

expenditures and nutrient availability. First, other household factors

influence food expenditures and nutrient availability, and any differences

between participants and nonparticipants in terms of these factors will

lead to misleading inferences about the effects of program participation.

For example, if food expenditures are greater for larger households and if

FSP participating households are larger on average than nonparticipating

households, then a simple comparison of average food expenditures for FSP

IThe unadjusted impact would be only the change in the average food

expenditures of NAP and FSP participants--t.hat is, (Fp,1984 - Fp,1977).
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participants and nonparticipants wili overstate the effect of food scamps

on food expenditures.

The second reason Chat the tabular analysis will provide only

preliminary estimates of the effects of NAP on food expenditures and

nutrient availability is that other changes in the FSP occurred between

1977 and 1984. The most important programmatic change is the elimination

of the purchase requirement in 1979, which relaxed the constraint thac

participating households allocate some of their money income to food

purchases. EPR is believed to have increased participation and to have

altered the relationship betwmen benefits and food expenditures in the same

basic direction as the switch from coupons to cash. Thus, a simple tabular

comparison of food expenditures based on the 1977 and 1984 surveys is

likely Co overstate the effects of NAP. 'In addition, t: is important :o

realize chat the impact of NAP refers co both the reduction in benefits and

the switch from coupons to cash.

Finally, another important shortcoming of the tabular analysis is

that the seven years between the two dace collection efforts wicne_sed

changes in other factors which are unrelated to NAP. External factors of

potential importance include changes in the population distribution on the

Island, demographic trends, business-cycle fluctuations, changes in the

labor-force participation of vomn, migration patterns, the expansion of

federal transfer programs, and trends in food production and distri-

bution. For example, the median age has increased steadily over time, and

the percentage of the population in the 0-14 age range has declined. Since

food requirements differ by age, this factor could contribute co differ-

ences in food expenditures in 1977 and 1984. Aggrogace economic activity

and, hence, individual incomes also differed between the periods. To some
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extent, program nonparticipants in 1977 and 1984 can be used to adjust fo

the effects of these background factors, as discussed above. However, if

such cl-.at_esand their effects on food expenditures and nutrient availa-

bility do not apply equally to the participant and nonparticipant groups,

this adjustment is incomplete, and the results must be interpreted with

caUt i on ·

In summary, although the tabular analysis will produce a useful and

comprehensive overview of the survey data and the differences between 1977

and 1984, the degree to which this analysis can isolate the effects of the

switch from coupons to cash from the confounding effects of other factors

is lira/ted. Therefore, more refined statistical analysis of the household

survey data will also be undertaken, as described in the followir_ sub-

section°

2. Statistical AnalTsis

Given the limitations with the tabular analysis discussed above, a

formal statistical analysis of the household data is necessary in order to

obtain accurate estimates of the impact of the NAP on food expenditures and

nutrient availability. This section discusses the planned statistical

analysis.

Food Expenditures. As vas discussed in Section IV.B.1, a large

body of literature currently exists on the effects of the Food Stamp

Program on food expenditures. Building on this literature, the statistical

analysis of household food expenditures will consist of two components--the

replication of existing studies using the 1977 and 1984 Puerto Rico house-

hold data and an extension of the ex/sting studies Co account for some

potentially important but previously ignored factors. The estimates

obtained by replicating selected existing studies on the 1977 Puerto Rico
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data rill show how the food expenditures of Puerto Rico food stamp

recipients differed from the food expenditures of food stamp recipients on

the mainland, The replication and extension of existing studies on the

1984 household data will provide statistical estimates of the effect of

cash food assistance on food expenditures.

Two types of exiscir_ studies will be replicated. The first is a

basic statistical analysis (commonly called multivariate regression

analysis) of the relationship between food expenditures and the FSP benefit

in 1977 and between food expenditures and the NAP benefit in lg84. This

statistical approach comprises at least one component of virtually all the

studies s,,smrized in Table IV.I. It differs from the tabular analysis

discussed above in that the estimates of the MPCf from money income, food

stamps, and cash food assistance bill generally be independent of any

differences in the observed characteristics between participating and

nonparticipating households. For example, if participants have larger

households than nonparticipants and if food expenditures are greater for

larger households, then mlltivariate regression will produce estimates of

the relationship between food expenditures and food assistance benefits

that distinsuish be_en the effects of benefits and household size.

The ability of multivariate regression procedures to adjust for

observed differences in household characteristics that may obfuscate the

actual effect of food assistance benefits on food expenditures makes it a

powerful analysis tool. However, one potential disadvantage of basic

regression analysis is frs inability to adjust for unobserved differences

in household characteristics that also may intervene with the relationship

between food expenditures and food assistance. In particular, an

assumption underlying all but one of the studies su_rized in Table IV.1
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is that there exist no differences between food stamp participants and

otherwise similar eligible nonparticipants in unobserved characteristics,

preferences, or other factors that affect food expenditures. 1 Hoover, the

fact that eligible nonparticipants choose not to participate in the Food

Stamp Program suggests that they may differ from participants in unobserved

factors that influence food expenditures. That is, participating house-

holds might spend more on fo_d in the absence of the FSP than would

eligible nonparticipants with similar observed characteristics. As

discussed in the review of previous research, if unobserved differences

between participants and eligible nonparticipants are ignored in the

statistical analysis, the estimate of the impact of food assistance

benefits on food expenditures is likely to be overstated. Failure to

adjust for unobserved differences will attribute all the difference in foodJ

expenditures bet_een FSP participants and eligible nonparticipants to the

food stamp benefit, when in reality some difference in food expenditures

would persist in the absence of the FSP.

The then study is the only study summarized in Section IV.B which

addresses the issue off unobserved differences between participants and

eligible nonparticipants. This is the second type of existing study which

will be replicated with the 1977 and 198& Puerto Rico household data. The

basic approach is to analyze not only the determinants of food expenditures

but also the FSP and NAP participation decisions, and to recognize that the

participation decision of eligible households may itself reflect something

important about their flood expenditure habits.

l'Otherwise similar nonparticipants" refers to nonparticipati_
households which exhibit observed characteristics that are similar to those

of partictpatlr_ households, except that they choese not to participate in
the FSP.
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The second component of the statistical analysis of food expendi-

tures is to extend the basic approach of the then study to account for

differences in food expenditure behavior among food stamp participants. As

discussed in IV.B.I, differences may exist among the following groups:

o Partial participants in the FSP (i.e., households that
purchased less than their full coupon allotment)

o Full participants who purchase their entire coupon
allotment and who spend only that amount on food

o Full participants whose food expenditures exceed their
coupon allotment and, hence, finance food expenditures
with both coupons and money income

The approach of the extended analysis is to recognize that these

groups of FSP participants may exhibit different food expenditure behavior,

and that it is important to account for these differences in order to

obtain the best estimate of the impact of food stamp benefits on food

expenditures (against which the effect of NAP cash benefits will be

compared). I The first reason these differences exist is essentially the

same as that discussed within the context of participants and nonpartici-

pants--namely, that unobserved factors which influence food expenditures

differ systematically with the degree of FSP participation. Because of

these unobserved differences, members of the three participant groups would

be expected to exhibit different food expenditure behavior even in the

absence of the Food Stamp Program.

The second reason that different groups of FSP participants may

exhibit different food expenditure behavior is that their financial

IActually, the statistical analysis will distinguish only between
the two full participant groups, since there are too few partial partici-
pant households in the 1977 data (only 28 out of _,968 analysis house-
holds).
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circumstances differ in _ys thac influence the food expenditure response

to food stamps· Full participants who spend all of their food stamp

allotment on food and spend none of their money income on food have few

legal options other than using all of an increase in benefits to increase

their food purchases. This is not true for those full participants who

spend more on food than their coupon allotment and, hence, finance these

expenditures from both food stamp benefits and money income. These

households have the option of using an increase in benefits :o pay for food

that would otherwise have been purchased with cash. The effect of food

stamps on food expenditures is expected to be much larger for the first

group of full participants (those who purchase no food with money income)

than for the second (Chose who purchase some food with money income),

Thus, the change from coupons to cash is believed to have had a greater

impact on the first group of full participants than on the second.

The extended analysis will esCimste the food expenditure response

to food stamp benefits for the two groups of participants· This analysis

will Cake into account unobserved differences between the two groups, as

well es differences in the food expenditure incentives provided by food

stamps. These estimates will then be compared with estimates of the

effects of NAP in order =o assess the impact of changing to cash food

assistance ·

Nutrient Availabilit 7. The overall approach for estimating the

effec: of cash food assistance versus coupons on the availability of

nutrients presumes that food assistance benefits (cash or coupons) affect

the availability of nutrients through food expenditures. That is, partici-

pation in the FSP or NAP is presumed to increase food expenditures, which

are in turn believed =o increase =he availabtlit)_ of nutrients to recipient
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households. Thus, the impacts of the FSP and NAP on nutrient availability

will be obtained indirectly from the effect of the food assistance benefits

on food expenditures and the effect of food expenditures on nutrient

availabili ry.

The 1977 and 1984 household data bases contain data on the availa-

bility of 12 ndcronutrients, 2 macronutrienCs (fat and carbohydrates), and

food energy (calories). Although the tabular analysis will analyze all of

the nutrient data, the statistical analysis will focus only on those

nutrients which may be low in the diets of Puerto Rico households. Based

on the discussions of previous research in Section IV.B.2, the most

important nutrients for the analysis are calcium, iron, magnesium, Vitamin

A, Vitamin B6, and, perhaps, riboflavin and niacin. Both absolute nutrient

availability and nutrient availability relative to RDAs will be examined.

In addition, given the finding discussed in Section IV,B.2 thac the

average caloric intake of Puerto Rico individuals is less than 100 percent

of the RDA for calories and the fact that the availability of many

nutrients is related co the amount of calories consumed, caloric

availability is considered the moac important component of the nutritional

analysis. Again, both absolute caloric availability am/ caloric

availability rehcive to the household's RDA for calories rill be analyzed.

Multivariate regression will be used to analyze the availability of

calories and the selected nutrients discussed above. To review briefly,

the advantage of multivariate regression is chat tc adjusts for household

characteristics Chac vould ochervise contaminate the estimates of the

impact of food expenditures (and, hence, food assistance benefits) on

nutrient availability. Household characteristics that are likely to be

important predictors of nutrient availability (in addition to household
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food expenditures) are the education of the household head, whether the

household participates in other food assistance programs (School Lunch,

School Breakfast, I_C, or organized meal programs for the elderly), and the

number and age/sex composition of the household members.

The crucial assumption underlying use of multivariate regression

techniques to analyze nutrient availability is that participants in either

the FSP or HAP do not have unobserved characteristics or preferences that

are systematically different from those of otherwise similar eligible

nonparticipants. However, some of the studies discussed in Section IV.B.2

suggest that FSP participants have higher levels of nutrient availability

than do eligible nonparticipants, even after accounting for the impact of

FSP benefice. If differences in unobserved characteristics or preferences

exist between food program part/ctpants and eligible nonparticipants, and

if these factors influence the availability of nutrients, then a basic

mLlCivariate regression analysis of diet quality will lead to a higher

estimate of the impact of food assistance benefits on nutrient availability

than is truly the case. This is because failing to adjust for any

unobserved differences between participants and eligible nonparticipants

will attribute al ! the differences in nutrient ava/lability between these

Cwo groups to the food assistance benefits, when in fact some difference

would exist in the absence of any food assistance programs.

The planned approach to this potential problem is identical to that

discussed b/thin the context of the analysis of food expenditures.

Briefly, multivariate regression techniques will be modified to incorporate

the fact that the dec/sion to participate in the FSP or NAP may imply

something about the underlying preferences for dietary quality. The

resulting estimate of the effect of food assistance benefits on caloric and
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nutrient ava/lability _11 be adjusted for the effects on nutrient ave/l-

ability of both the observed characteristics of households and any differ-

ences in unobserved characteristics or preferences which are captured by

the FSP or NAP participation decisions of eligible households.

3. Simulation Analysis

The statistical analysis described in the preceding subsection will

provide estimates of the effects of food stamps and cash benefits on food

expenditures and nutrient availability. The objective of th/s subsection

is to describe in detail hey these statistical estimates vii1 be used to

quantify the effects of tvs integral couponents of the Nutrition Assistance

Program--the change to cash issuance and the reduction in benefits.

In principle, an estimate of the averagi effect per household of

the svitch frou coupons to cash assistance is simply the difference between

the estimates of the effects of cash benefits and food stamps on food

expenditures. 1 _ reallY-y, estimating the effect of cash benefits versus

coupons on _ood expenditures is more difficult than simply examining the

difference in the food expenditure responses to cash benefits and food

stamps. The reason for th/s La that the effect of food stamps on food

expenditures (HPCf out of food stamps) differed for households that spenc

their full coupon allotment and no more on food and households that also

made supplemental food purchases v/th money income, as discussed in

Sections IV.B and IV.D.2. Hence, these tvs groups had different _Cs. The

statistical analysis of the household data vill estimate separate marginal

propensities to consume food ouc of food stamp benefits for these tvs

IThat is, the difference betveen the marginal propensities co

consume food (HPCf) out of cash benefits and food stamps.
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household groups. An overall MPCf out of food scamp benefits will then

obtained by weighting the separate HPCs by the relative proportion of the

sample in each group.

A _ore difficult problem, however, is that the proportions of the

sample in the two groups for the post-EPR period are not known. Without

knowledge of these proportions, it ia not possible to weight properly the

separate HPCf estimates to obtain an nye=all estimate of the effect of

post-EPR food stamp benefits on food expenditures. Further, without an

overall estimate of the HPCf out of post-EPR food stamp benefits, the

effect of cash versus coupons on food expenditures cannot be assessed.

Simulation is an analysis tool which can overcome these problems

caused by the absence of post-EPR food consumption data. The basic

approach of simulation analysis is to uae the estimates produced by a

statistical analysis to predict household behavior under different

scemtrios. Within the context of the Puerto Rico Nutrition Evaluation,

simulation analysis bill entail the creation of a simulated posc-EPR data

file that bill provide critical information on the proportion of the 1984

survey households which would have spent only their coupon allotment on

food and no more, and on the proportion of the Id8& survey households whose

food expenditures woxtension of the ex/sting stuallotment had a post-EPR

- Food Stamp Program existed in 1984. Estimates provided by the statistical

analysis of the 1977 data will be used co predict food scamp participation
t

and benefits, food expenditures, and nutrient availability for households

in the 1984 data file in terms of what these elements would have been under

a post-EPR Food Scamp Program that provides the same level of benefits as

NAP. In effect, on the basis of 1977 statistical estimates, a simulated

data file bill be created for the 198i households to show how these house-
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holds vould have responded co a post-EPR Food Stamp Program. The vetghts

(proportions) necessary to compute the average cashout effect will be

obtained from this simulated file.

Simulation procedures will also provide an indication of the

benefit reduction effect of NAP on food expenditures. Basically, the

aggregate bandit reduction dfect can be obtained by multiplying the

difference between the average NAP benefit and the average posc-EPR FSP

benefit by the 1984 estimate of the impact of cash food assistance benefits

on food expenditures, To implement this procedure, a simulated data file

will be created for the 198& households co show what their post-EPR FSP

benefits would have been, based on chat program's eligibility and benefit

rules. Participation ia Chis hypothetical prosram will be simulated based

on ihs 198& NAP participation equation. The average FSP benefit will be

calculated from this simulated file and viii then-be compared to the

average NAP benefit to mealure the average benefit reduction per

household. The reduction in food expenditures is obtained by multiplying

the dollar amount of the benefit reduction by the marginal propensity to

consume food ouc of NAP bandits.

SimuLation analysis need not be restricted to predicting the

effects of NAP on food expenditures. Estimates from the statistical

analysis of nutrient availability will be used co extend the procedure co

generate household-level predictions of the effects of NAP on the availa-

bility of selected nutrients° This methodology rill be used to obtain

estimates of the total, cash issuance, and benefit reduction effects of NAP

on the availability of calories and selected nutrients.

Finally, simulation analysis can also provide a more detailed

picture of the effects of NAP than is provided b_ single estimates. Since
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the procedures entail simulating the behavior of individual households,

various subgroups of the population (e.g., female-headed households with

children) can be examined to determine the effects of NAP on their food

expenditures and nutrient availability.

In sum-Mry, simulation analysis will be used to resolve serious

analytical problems created by the absence of post-EPR food consumption

data for Puet_co Rico households. This procedure has the capacity to

produce more detailed estimates of the effects of NAP on food expenditures

and nutrient availability than can aggregate-level approaches. Further-

more, household-level estimates generated by simulation procedures can be

presented to poltcymakers in the form of easily understood, descriptive

tables.

4. Summar 7 of Household Data AnalTsis. As described above, our

analysis of the 1977 and 1984 Puerto Rico data on household food use and'

nutrient availability will consist of three parts: tabular analysis,

statistical analysis, and simulation analysis. Each successive analysis

approach will provide more detailed information on the effects of NAP. The

major steps in the tabular analysis are SUmmArized in a flow chart that is

provided in Figure IV.I. Flor charts for the statistical and simulation

analyses are provided in Figures I¥.2 and IV.3, respectively.
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FIGURE IV. 1

TABUIAR ANALYSIS OF HOUSEHOLDFOODEXPENDITURES

m
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lrlGURE IV.2

ESTIHATION OF STATISTICAL MODELS OF HOUSEHOLDFOOD EXPENDITURES
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FIGURE IV. 3

SIMULATION ANALYSIS OF NAP IMPACTS
ON HOUSEHOLDFOOD EXPENDITURES
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APPENDIX TABLE A. !

CHARACTERISTICS OF TIlE POVERTY AND NEAR POVERTY POPULATIONS
PUERTO RICO, MISSISSIPPI AND THE U.S.

Puerto Rico Ntealostppl United States
1969 1979 1969 1979 1969 i979

Paver ty level income for $3,743 $7,4 ! 2 $3,743 $7,412 $3,743 $7 ,a 12
nonfarm family of four a

ALL IIK_ LKV_LS

Persons (thousands) 2,684.5 3,176.7 2,164.4 2,455.1 198,060.0 220,845.8
percent 65 end over 6.6 7.8 10.0 11.3 9.7 10.9
Percent in urban areas 43.8 66.7 44.0 46.9 73.3 73.5

Families (thousands) 564.8 757.6 534.4 645.5 51,168.6 59,190.1
Mean family income $3,063 $8,271 $7,292 $14,591 $21,778 $23,092
Mean family size 4.56 4.01 3.80 3.a7 3.56 3.27
Percent receiving public 8.2 14.7 11 3 13.3 5.3 8.0i..6

assistance

Percent _rlLth children 73.2 68.0 61.2 58.4 57.7 54.0
under 18u

Percent female heads frith !l.O 12.8 9.3 11.4 6.8 9.3
children under 18

t

INCOHK LKSS THAli 125 PKR(ZNT
OF THK POVKBTY LKVK!,

Persons (thousands) I ,943.9 2,253.7 932.6 769.9 36,901.2 37,524.2
Percent of all persons 72.4 70.9 43.1 31.4 18.6 17.0

Families (thousands) 381.5 508.3 193.4 165.2 7,682.0 7,919.0
Percent of all families 67.6 67.1 36.2 25.6 15.0 13.4



Appendix Table A. 1 (continued)

Puerto Rico Mississippi United States
1969 1979 1969 1979 1969 1979

INCOI_ LKSS THAN THK PovKrFY
LEVel.

Persona (thousands) 1,749.9 1,983.2 766.6 587.5 27,125.0 27,392.6
Percent of all persona 67.5 62.4 35.4 23.9 13.7 12.4

Percent 65 and over 7.5 8.1 15.4 16.2 19.2 13.1
Percent tn urban areas 34.6 58.8 33.7 41.4 64.5 71.8

Families (thousands) 336.6 439.6 154.3 120.6 5,462.2 5,670.2
Percent of ail families 59.6 58.0 28.9 18.7 10.7 9.6

Mean family income $1,738 $3,412 $1,950 $4,099 $1,935 $3,663
Mean income deficit c $2,463 $4,285 $1,770 $3,245 $1,542 $3,076
Mean family size 4.95 4.28 4.45 4.12 3.88 3.62
Percent receiving public 12.8 21.1 21.5 34.4 27.5 32.5

assistance
Percent with children 78.6 74.4 65.2 70.1 63.7 74.3

under 18
Percent female heads wtth 15.0 17.3 21.7 32.6 27.4 39.2

children under 18
1%2 e ,,,

SOURCE: U.S. Department of Commerce, Bureau of the Census, Census of the Population, General Social
' and Economic Characteristics.

a

The poverty index reported here is a weighted average for the poverty thresholds for nonfarm families

with male and female household heads. For a discussion of the definition of poverty, see U.S. Bureau

of the Census, Current Population Reports, Series P-60, No.133, Characteristics of the Population
Below tl,e Poverty Level: 1980, Washington, D.C., U.S. Government Printing Office, 1982.
b

"Related" children under 18 years are all persons under 18 years old related to the head of the
household, except the spouse.
c

Income deficit is the difference between the total income of families and unrelated Individuals below

the poverty level, and their respective poverty threshblds. This measure provides an estimate of the
amount that would be required to raise the family's or unrelated individual's income to their poverty
level. The mean income deficit is obtained by div'4ing the total income deficit of a group below th_
overty level by tile number of families or unrelaL individuals tn that group.



/LlqlElelX TABLE 1.1

OF QUALIII_ CONTROLREYIEI_ FOR ?,4E FSP A/4) NAP
IllJERTO RIO0 illlD _ UNITB) STATES

Tim Plrlod I Ill?lin of Cml la lrrar I"ircIn? of Plyl_n1'l In Error

LOClYIofi Ilfielllllbio 1114 OflllUUfiCl) ( (n®(Igfbie in40_'filulnce}
Januery 1977- Juno 1977

UJ. 28.3 11.7
Puerto RIco $6.8 ! 1.0

July 14177- Dlal_r 1977
U.S. m,! 12.0
Puer_0 RIco 31.9 13. g

Jlnulry 1971- Jule 1978
U.S. _/.0 11,2

RIco 34.1 12.1

0ctomr 19_ - 14rch 1980

U.S. W.9 10,2
PUlr_ RIco N.I t.4

Mrll 1910- SlI?lmber 19W)
U.S. 17,8 1.9
!lVer'm R_o 22,8 7.6

Ocgolmff 1910- Nrta 1981

U.S. _._ _.5
Pvar?o A_o 27.1 11.9

_rll IIM - S_?_r 1981
U.S. 17.9 9.4

Puer_ Rico 2.1J 7. t

0ctoWr 1981 - I_rah lg_

U.S. 18.4 , 9.8
I_Jlr _o Rlc:o 22.6 1.4

OL_omr 191_- Iqrc_ Ig_

U.S? I1._1 8.2
R_o 20.6 g.O

i_rIl Ill - SUD*IINr IgIB

U.S.b 16.? 8.8
Pum-m l_o 19.2 8.2

OctoW_- 19lB -Mlrch 1984

U.S. l_4. N_.
Pmr_o RIco It.I 6.9

S_RCI: _ RIco I)eglrti_t of So. lei SlrvlCll inll ,,Sml_nuel Sulmry Report' of r_Qd S?llp
Oull!tl_ Cofi_ol Rlvlel.

I
_rl'o RIco d14 _ ooMluc_ OUBI?_ Cc_'rol d_rlnJ the _erlodl July _o OlV4ilb®r 19711end

Alrll ?0 S411_ 1912. In the ll?11r Wlo4 the Nu'11'l?lolll Allll'hlfiCi Pl-ogrl m In _'he
Iroalll of ll_lllei_lfig fil f"_ullflOfl.

b
The U.S. lVerlgll for the I_'lodl roi Iollql ?lie II_llBl_ltlOn Of _ht t_P lr® billd Off
Uq)ubllsh_l Irl_ll_lC:l IIrOVldld by the UeS. Oll)lrtlmfi? of ll_l!PIcul_ul'U, l h p_l_a_l' 4rll'Or
fflrril l_U l.'el Ielnl_y l?of!l?tCl I of Dl_llll_r Ig!li ind ltl lUbJec_ 5o c_l_ge.

N_.. dl_l fiO_ lvllllll.



APPEM)IX TABLE 8.2

· SUI4IMRYOF CLAIN ACTIONS AGAINST HOUSEHOLDS
FSP AgO NAP

Number of ¥mlue of Number of

Number at Claims G!llms Housohol ds

Y®sr Month Claim Ret®tells Estmlfsl_l Es?81)llshed (S) (Thousands)

1982 January 2,701 2,776 504,241 502.0

Fabrum'y 3.268 3,7_ 701,1194 504.4
I_rch 3,988 4,251 794,612 509, I

Apr II 3, !_ 3, IN,3 7G4,SD7 511.5

Mly b 3,124 3,637 722,558 513.2
June 1,9_ 2,548 5 e0.037 515.6

Ju I y 1,315 118 19,259 469.8

Augwit 2.022 6M 88,3?9 461.0

September 2,025 1,002 111,057 449.7
Og_ober 2.034 994 137, 160 435.8

Navmd)er 2,104 1,524 233,987 429.4

Dec·egret c 1, lQ3 NoA. 221,289 425.9

19115 Janulry 1.808 1,546 242,892 421.5

FM)ruery 1,908 1,731 296,310 423.6

14itch 2,237 1,627 321,54g 424.4

. Apr ! I I ,g05 1,5117 353,167 424.6

Hiy 2,290 1,22 ! 350,162 425.4
Juno 2.106 1,772 358,9(50 420.2

July 1.456 1.4_ 292,873 418.4

August 2,161 2,089 487,9 ?0 414.3
SoDteml)®r 2.051 2,561 549,170 415.9

October 2,096 2,146 _66,236 410. 7
November 2,568 2,298 431,061 417.0

DEce._r 2.475 2,0:38 320,728 409.9

19M January 2,519 2.0! I 352,808 405.8

FEd_ruery 2,750 2,661 456,013 399.7

14Brc_ 2.558 2,408 464,577 402.2

Apr I I · 2,068 1,861 358,668 408.8

t_y · 2,068 2,116 4"J9,g19 407.0

Juno· N.A. I ,740 388,100 406.6

SOURCE: USDA, FI_S, Evelultlon of the Puerto RIco Nu'n-!?1on Assists·c® I_ocTBm, USDA, FNS,
Idofil_r!_j Revlom of ?l_e Nutrition ASsIs?In_ F¥_rmm, Ind Puerto Rico D_nr-_Nn? of
Social Services.

Note thmt mdmlnls_'itlv® -djust·ts ,er. ,ed. ,her, ,rolm .nd beginning month t_als are
d ! f ti-In?.

b
June Ig_ Is the list mGntl_ the FSP wis oDera?lng !n Puerto Rico.

c
Oegm,ber 19112 Is _ lls'l' eon'th In d_lc_ clelm r,terrsIs were midi on FSP hOUNhOCd,.

'P_el lmlnery tlgurm.
NoA. - dim?Il not ivelllble
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