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INTERIM REPORT TO CONGRESS
ON THE EFFECTS OF LEGISLATIVE CHANGES IN 1981 AND 1982

ON FOOD STAMP PROGRAM BENEFITS

EXECUTIVE SUMMARY

The Food Stamp Act Amendments of 1982 mandated a study of the
effects of the Omnibus Budget Reconciliation Act of 1981 (OBRA),
the Food Stamp and Commodity Distribution Amendments of 1981
(Farm Bill), the Food Stamp Act Amendments of 1982 (1982
Amendments), and any other laws enacted by the Ninety-seventh
Congress which affected the Food Stamp Program. This interim
report to Congress will construct a framework for reviewing
program changes, provide basic program and economic data, and
describe the net aggregate effects of program and economic
changes. The report also describes the ongoing analysis of the
effects of these changes. Since sufficient time has not passed
to allow for adequate accumulation of data following the
implementation of new rules, this preliminary analysis cannot
fully attribute changes in program size, participant
characteristics, and benefit amounts to specific causes. Changes
can only be described in the aggregate. The manner in which
legislation and other factors interact to produce program changes
will be addressed in the final report.

In Fiscal Year 1983, the Food Stamp Program issued more benefits
to more people in the United States than ever before. When OBRA
and the Farm Bill were enacted, FNS estimated that the new laws--

in isolation from any other concurrent change--would reducetotal
program costs by about $2.4 billion in Fiscal Year 1982 and $1.9
billion in Fiscal Year 1983, and reduce program participation by
less than 1 million people. The 1982 Amendments were expected to
save an additional $500 million in Fiscal Year 1983. The actual

savings were less than predicted. This illustrates that the
program maintains its responsiveness to changing needs and
expands or contracts in response to three major influences.

o Legislative chanaes to the Food Stamp Program directly affecf
itssizeandcost.

- There were over 95 separate legislative changes in 1981 and
1982. About 40 percent of these modified eligibility
requirements or benefit levels.

- A relatively small group of provisions were expected to
generate the majority of program savings.

- The major permanent changes made to eligibility and benefit
determinations:
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-- Set a maximum gross income ceiling for program
eligibility at 130 percent of the poverty line (income
could have been as much as 200 percent of the poverty
line before this change);

-- Reduced the work expense deduction from 20 to 18
percent; and

-- Prorated benefits to the date of application for the
first month of program participation.

- Temporary changes to cost-of'living updates for benefits
and deductions:

-- Generated large savings over short periods of time.
(This makes any analysis of benefit changes very
dependent on the time period selected for analysis.)

-- Scheduled no adjustment to the basic program benefit in
Fiscal Year 1982. After the October 1982 update,
however, the maximum allotment was actually higher than
it would have been under the provisions before OBRA.

-- Delayed deduction updates until October 1983 and
altered reference periods. As a result, the standard
deduction is currently 15 percent lower and the shelter
deduction 11 percent lower than they would have been
under the law before OBRA.

o Legislative and other cha_ges to the network of income
assistance prQarams which are counted in dete[mining food
_tamp _ligibility and benefit levels indirectly affect Food
Stamp Program partic_patio_ and Gost.

- Major changes made to the Aid to Families with Dependent
Children Program (AFDC) to retarget that program's benefits
were expected to increase food stamp benefits for some of
those who participated in both programs. This interaction
partially offsets savings for the Food Stamp Program.

o The nation's overall ecoRomic climate affects the si_e and
cost of the Food Stamp Proaram because 1) the program is
countercyclical and 2_ benefits and deductions are indexed.

- The economy in the past 3 years exhibited tremendous
swings--a major recession followed by a very rapid, strong
recovery. Implementation of program changes in 1981
coincided with the onset of the recession.

- The unemployment rate was 7.3 percent at the enactment of
OBRA, rose to 10.8 percent in December 1982 when the 1982
Amendments were being implemented, and dropped to 8.0
percent in January 1984.
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- Inflation, which had been at historically high rates before
OBRA, dropped rapidly. The cost of the Thrifty Food Plan,
which increased 11 percent during Fiscal Year 1980,
increased by only 5 percent in Fiscal Year 1981, 2 percent
in 1982, and 1 percent in 1983.

- The number of potential program eligibles increased as
poverty rates, which had held steady at 12 percent from
1968 through 1979, increased to 13 percent in 1980, 14
percent in 1981 and 15 percent in 1982.

Results: Changes in Participation and Costs

Recent program experience--as measured by the number of
participants each month, total program expenditures, and the
average benefit per person--reflects the interaction of the three
major influences on program size and cost.

o Participation in the proaram declined between Fiscal Years
1981 and 1982. but reached an historic high level of 22.6
million persons in March 1983. 1/

- The participation decline suggests that either the impact
of the legislative changes particularly the gross income
limit) was larger than expected, the influence of the most
recent recession on program participation was altered
somewhat, the participation decision of eligibles was
altered, or some combination of these.

- The distribution of the national caseload among geographic
regions shifted significantly. From Fiscal Year 1981 to
1983, theproportion of all participants living in the
Midwest Region increased from 18 percent to 21 percent.
Conversely, the percent of participants located in the
three eastern regions dropped from 52 to 48 percent.

o _nefits grew in both nominal (over 25 percent) and real
(nearly 10 percent) terms between 1980 and 1983. However.
rates for individual years varied.

- Nominal benefits per person changed very little between
Fiscal Years 1981 and 1982 and then increased in 1983 after

the October 1982 cost-of-living adjustment to food stamp
allotments.

- The real value of food stamp benefits per person fell about
4 percent between Fiscal Years 1981 and 1982, then
increased to the highest level ever in 1983 after the cost-
of-living adjustment.

1/ Participation data are for the 50 States, the District of
Columbia, Guam, and the Virgin Islands.



- These changes also reflect the interaction of specific
legislative actions (such as the introduction of the gross
income limit and proration) and changes in personal income
(including income from other programs).

o Total program costs arew in both nominal (44 percent) and
_eal (25 percent) terms between Fiscal Years 1980 and 1983.
_oweve_. that arowth was discontinuous and lower than it
would have been without legislation.

- Reductions in the inflation rate restrained the growth in
total program cost. it also reduced the expected impact of

rescheduling cost-of-living updates to benefits.

-- Modifications to the schedule of cost-of-living
adjustments reduced the rate of program cost growth by
over $850 million in 1982 (just over 80 percent of the
anticipated savings) and $180 million in 1983 (36
percent of the anticipated savings).

-- Changes to the schedule for updating food stamp ·
allotments alone reduced spending nearly $625 million
in Fiscal Year 1982 but added $255 million in 1983.
These revised estimates are substantially lower than
the original estimates made at the time of enactment.

-- changes to the standard and shelter deductions reduced
spending over $230 million in Fiscal Year 1982 and
nearly $435 million in 1983. In this instance, the
revised savings estimates are somewhat larger than the
original estimates.

- The program would have cost $14.2 billion in Fiscal Year
1983 or about $1.5 billion morethan the actual $12.7

billion cost of the Food StampProgram and the Puerto Rico
Nutrition Assistance Program.

-- Approximately $310 million can be attributed to slowing
the rate of benefit growth through delayed cost-of-
living adjustments and the repeal of certain increases
to deductions that had not yet been implemented.

-- $530 million can be attributed to tightened eligibility
requirements, most importantly by reducing benefits to
participants whose income is substantially above the
poverty line.

-- $385 million came from changes designed to tighten
benefit design (such as the proration of the initial
benefit for new applicants).

-- $85 million came from an incentive/liability system for
States to reduce error.
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-- $190 million was saved by creating a block grant for
the Puerto Rico Nutrition Assistance Program.

Results: Changes in Household Characteristics

Quality Control data for households participating in the program
during August 1982--almost 1 year following the implementation of
OBRA--were compared with data from two pre-OBRA periods--August
1980 and August 1981--in order to capture in general terms the
changes that occurred in the composition of the caseload.

o Household co_position changes were relatively small.

- The proportion of food stamp households with earnings fell
from 20 percent of the total caseload to 18 percent,
reflecting the effects of both the gross income eligibility
ceiling and higher unemployment.

- The proportion of food stamp households with elderly
members fell a small amount, continuing a trend seen in the
food stamp caseload since 1979. Declining poverty rates
for elderly in the general populations contributed to this
trend.

o The program served a higher proportion of peopie with income
below the poverty line.

- The number of food stamp households with income below the
poverty line reflects a long-term decline in real income
among the food stamp population (6 percent between August
1981 and August 1982), legislative changes to target
benefits to those in greatest need, and the effects of the
most recent recession.

- In August 1982, 95 percent of all food stamp households had
gross income below the poverty line, up from 93 percent in
1980 and 1981.

-- Average gross income increased for households with
elderly members so that the percent with income below
the poverty line dropped from 92 percent in 1980 and
1981 to 89 percent in August 1982.

-- Households with children and income below the poverty
line increased from 93 percent in 1980 and 1981 to 96

percent by August 1982.

-- Households withearnings and income below the poverty
line increased from 73 percent in August 1980 to 75
percent in August 1981 and then to 86 percent in August
1982.

-- The percent of food stamp households with income below
50 percent of the poverty line increased from 33
percent in August 1980 to 36 percenk in August 1981 and
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to 42 percent in August 1982. This mirrors a general
trend in the poverty population, although a portion of
this increase can be attributed to the effects of the

gross income ceiling.

o The program continues to _rget significant assistance tQ the
poorest of the pQor.

- Six out of 10 program dollars in August 1982 went to
households with income below 50 percent of the poverty line
(up from 5 out of 10 dollars in 1980).

- The addition of these benefits to cash income lifted two-

thirds of the poorest of the poor above 50 percent of the
poverty line. The program is as effective as it was in
1980 and 1981 when a similar percentage (14-15 percent)
remained below 50 percent of the poverty line.

o Legislation restrained the rate of benefit growth in 1981 and
19Z.

- Cost-of-living update delays held the average household
benefit at a level about 11 percent lower than it would
have been in August 1982 with the scheduled adjustments.
By January 1983, however, the average benefit was only 3

,percent less than it would have been before the changes.

- Preliminary estimates suggest that proration reduced the
initial benefit of new participants by 14 percent.

Continuing Analysis

Ongoing research planned by FNS is intended to help separate the
independent impact of food stamp legislative changes fromthe
effects of concurrent changes in related assistance programs, the
influence of changing economic conditions, and underlying
socioeconomic trends. The research plan relies on three major
data sets, supplemented with additional information from special
studies and major household surveys sponsored by FNS and others.

o A time serie s of the monthly number of participants, their
average benefit, and total program costs for each State will
be used to examine the response of the Food Stamp Program to
macroeconomic conditions.

o Cross sectional samples of oarticipating household_ will be
used to expand the description of characteristics of food
stamp households before and after implementation of the major
legislative changes.

o A longitudinal sample of food stamp households that also spans
the period during which legislative changes were implemented
will be constructed. With repeated observations on the same
household, it is possible to examine individual transitions in

participation status, work effort, and benefit amounts.



These data will be supplemented by other special studies and
ongoing surveys such as a study of application processing under
expedited service requirements. One of the major special studies
complementing other data collection is the demonstration of
monthly reporting and retrospective budgeting (MRRB), conducted
at two welfare offices in Illinois. The research focused

primarily on the effects of MRRB on caseload size and benefit
levels, error, recipient effects and administrative effects.

×4



CHAPTER ONE: INTRODUCTION

Three acts were legislated during 1981 and 1982 to curb the rate

of growth in the Food Stamp Program as part of an overall

legislative agenda to reduce the public sector of the economy.

These were the Omnibus Budget Reconciliation Act of 1981 (OBRA),

the Food Stamp and Commodity Distribution Amendments of 1981

(Farm Bill), and the Pood Stamp Act Amendments of 1982 (1982

Amendments). This last act also mandated a study of the impact

of program changes:

Section 17(f). The Secretary shall conduct a study of the
effects of reductions made in benefits provided under this
Act pursuant to part 1 of subtitle A of Title I of the
Omnibus Budget Reconciliation Act of 1981, the Food Stamp and
Commodity Distribution Amendments of 1981, the Food Stamp Act
Amendments of 1982, and any other laws enacted by the Ninety-
seventh Congress which affect the food stamp program. The
study shall include a study of the effect of retrospective
accounting and periodic reporting procedures established
under such Acts including the impact on benefit and
administrative costsand on error rates and the degree to
which eligible households are denied food stamp benefits for
failure to file complete periodic reports.

This interim report to Congress has three major goals:

o Construct a conceptual framework for analyzing recent program
changes, centering on thefactors which drive Program
expansion or contraction;

o Serve as a source for basic program and economic data; and

o Interpret recently available aggregateProgram and quality
control datato describe the net impacts of program and
economic changes.

It is equally important to outline what this report will not do,

either because it is outside the scope of the Congressional
mandate or because adequate data and analytic, tools are not yet



available:

o The analysis presented in this interim report describes
changes in program participation, costs, and the
characteristics of clients. The analysis in its preliminary
stage cannot fully attribute these changes to specific
legislative revisions.

o This report is limited to discussing the impacts on
recipients' benefits and consequently does not address the
many legislative revisions directed at program administration
nor the administrative effects of benefit change provisions.

o The report is specific to the Food-Stamp Program. The purpose
of the report is to analyze food stamp benefit changes only
and so does not address issues of the overall economic well _

being of eligibles or recipients.

The Nature of the _.g/u_m and Its Growth

It 'is important to recognize the nature of the Food Stamp Program

and the factors that influence its growth _hen analyzing the

impact of program changes. The Pood Stamp Program is one of

several major income-tested programs created in the last twenty

years that provide in-kind (non-cash) benefits. During this

time, in-kind benefit programs dominated the growth in public

spending for the poor and near-poor population. Real spending

for all income-tested programs rose almost 400 percent or nearly

9 percent annually from 1963 to 1982; yet 90 percent of that

growth is attributable to in-kind support programs. Although the

Food Stamp Program was initiated as a pilot program in 1961, it

was not until a decade later that legislation mandated that the

program be offered nationwide to replace a more cumbersome

commodity distribution system. The Needy Family Food

Distribution Program which provided commodities to families had

existed since 1935. In 1971, its peak participation year, the

2



program served 4.1 million persons at an annual cost of $238

million.

While the Food Stamp Program shares much in common with indome

maintenance programs whose benefits are used in determining a

household's food stamp eligibility and benefit levels, it has

several features that set it apart.

o The program is available to all who meet income and asset
criteria. Participants do not have to belong to a specific
category of the population to qualify for benefits.

o Benefits and eligibility rules are standard throughout the
nation and based on a recipient's total income (less allowable
deductions), including public transfer payments. This has the
effect of reducing discrepancies in income or purchasing power
across regions due to Wage differentials, or across States due
to other program policy differences. For example, food stamp
recipients who rely on Aid to Families with Dependent Children
(AFDC) as a major income source but live in a State that
provides less generous AFDC benefits receive higher food stamp
benefits on average than similar families who live in States
with more generous AFDC programs. In 1979, a typical AFDC
family received 24 percent of its "AFDC plus food stamp"
income in the form of food stamps. In southern States, which
on average pay lower AFDC benefits, the corresponding
percentage was 45 percent in the form of food stamps. _/

o The program is responsive to changes in circumstances and
need. Eligibility can be determined and benefits paid within

a matter of d@ys for certain emergency cases. On average,
eligibility and benefit determination occurs in less than a
month, faster than any other Federal program by a significant
margin. Further, in the longterm, the program maintains the
purchasing power of benefits through periodic cost-of-living
adjustments to benefits and the various allowable deductions.

o Special provisions enhance benefits for groups with special
needs, such as the elderly and disabled.

mmmmm_mmm!

1/ R. Kasten and J. Todd. "Transfer Recipients and the Poor
During the 1970's." Prepared for Second Research Conference of
the Association of Public Policy Analysis and Management,
October,1980. .'
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Since its nationwide implementation, the Food Stamp Program has

grown rapidly. Within the overall pattern of growth, however,

there are variations in the program's size and cost as

illustrated by figure 1.1. There were an average of 17 million

participants monthly during 1975, the program's first year of

nationwide operation. Participation was 9 percent higher,

averaging about 1.5 million more participants, during Fiscal Year

1976, primarily due to the impacts of the 1974-75 recession. As

the economy recovered from that downturn, participation decreased

by close t° 14 percent through Fiscal Year 1978.

A significant turning point in participation occurred with the

implementation of major legislative changes enacted in 1977 (the

Food Stamp Act of 1977, P.L. 95-113). The most important of

these changes for program participation was the elimination of

the purchase requirement in January 1979 which increased the

number of participants by almost 10 percent. In the next year,

Fiscal Year 1980, the changesin the program coupled with an

economic recession induced a close to 20 percent rise in the

number of benefit recipients.

Program costs almost doubled from 1975 to 1980 and real costs

grew at an annual rate of 6 percent. Out of concern for this

pattern of growth, legislation was enacted in both 1979 and 1980

(P.L. 96-58 and P.L. 96-249) to eliminate semiannual benefit

adjustments for food price inflation--substituting instead an

annual adjustment--and to reduce slightly the income and asset

ceilings of the program. .'
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Figure I.I

Total Food Stamp Program Partlcl_tlon. 1971-1983
HI111on (by calendar year)
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The legislation enacted in 1981 and 1982 was designed to curb

program growth and tighten program management. The legislation

retargeted program benefits to those with lower incomes; slowed

the increase in benefit costs; restructured the Federal/State

administrative relationship to bring about a reduction in error;

reduced the potential for fraud, waste, and abuse in the program;

and tightened program management by mandating specific

administrative strategies and remedies. Overall, OBRA, the Farm

Bill, and the 1982 Amendments made 95 separate legislative

change s to the Food Stamp Act of 1977. Slightly more than two-

fifths of these (39 provisions) modified eligibility or benefit

levels. But the majority of savings projected for Fiscal Year

1983 at the time of enactment was expected to be generated by a

relatively small group of provision s . The major provisions

designed to restrain the growth of program costs included:

o a gross income eligibility ceiling at 130 percent of the
poverty line for nonelderly, nondisabled households (income
could have been as high as 200 percent of the poverty line
before this change);

o prorated benefits to the date of application in the first
month of participation; and

o temporary changes to cost-of-living updates of benefits and
deductions.

An analysis of the impact of recent legislative changes is

complicated by several different factors that influence program

growth. The program expands and contracts as a function of three

factors:



o Specific legislative changes made in the Food Stamp Program;

o Other legislative and regulatory changes made in the network
of income assistance programs; and

o The overall economic health of the country.

Only the first of these factors is under the control of the

authorizing committees with jurisdiction over the Food Stamp

Program. The second factor is under the control of other

Congressional committees and State legislatures. And the third

is only partially under the control of Congress. The recent

legislative initiatives must be analyzed in the broader context

of other Programmatic and macroeconomic changes because they were

implemented at a time when the other factors, critical to the

size and cost of the program, were also changing.

The economy exhibited tremendous swings in the last 3 years,

falling into a deep recession followed by a very strong and rapid

recovery. Implementation of the new eligibility and benefit

determination rules coincided with the onset of the recession.

The expected effect of an economic downturn characterizedby

rising unemployment is an increase in both program size and

cost--the opposite of the expected effect of OBRA. At the same

time, price inflation decelerated very rapidly. More stable food

prices, in addition to protecting the purchasing power of food

stamp benefits, reduce both program costs and projected savings

from anticipated levels -- the same as the expected effect of

OBRA. Implementation of the 1982 Amendments roughly coincided

with the onset of the current recovery, seen most ciearly in the

dramatic improvement in the unemployment rate (falling from 10.8
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percent in December 1982 to 8.0 percent in January 1984).

Major changes were also enacted in many other social welfare

programs in the last three years. Supplemental Security Income

(SSI) benefits, for example, were raised and eligibility was

expanded. Other program reforms were designedto better target

assistance. These changes affected both the total cost and the

' number and types of people served by particular programs.

Because income from these programs is counted in determining a

household's food stamp eligibility and benefit, changes in other

programs have an indirect effect on Food Stamp Program costs.

The analysis is further complicated by the nature of the recent

legislation itself. There were two distinct types of legislative

Changes: those which permanently altered eligibility and benefit

determination rules and those which temporarily delayed the

schedules for cost-of-living updates to benefits and deductions.

While the first type of change will have lasting effects on

program costs, the second was intended to affect costs for a

relatively short time. The temporary changes permitted a measure

of control over the anticipated growth of program costs without

reducing benefits from their existing levels. The rescheduling

of the updates in some instances did result in lower benefits

relative to what they would have been before the policy changes.

In other instances, these provisions actually increased benefits

compared to their expected level before OBRA. As a result,

measures of the effect of OBRA, the Farm Bill, and the 1982

8



Amendments partly depend on the tfme at which the measures are

made.

of _he _ Report

Chapters 2 through 4 of the interim report offer basic

information about each of the three factors influencing the size

and cost of the Food Stamp Program. Chapter 2 addresses how the

legislative initiatives over the last 3 years have altered rules

governing Food Stamp Program eligibility, benefit determination,

and benefit levels. The focus is on those provisions that are

most important for understanding the patterns in total program

size and cost and in food stamp household characteristics

presented later in this report. Chapter 3 describes changes to

other Federal programs in the income maintenance network such as

Aid to Families with Dependent Children, Supplemental Security

Income, and Unemployment Insurance (UI). The interaction of the

Food Stamp Program with these income maintenance programs is a

major force on program cost. Chapter 4 highlights developments

in the national economy which affect the total cost of the Food

Stamp Program.

Chapters 5 and 6 present pictures of the program--its cost and

participation--through two different data bases. Chapter 5

reviews aggregate cost and participation data gathered through

administrative records. Chapter 6 presents a more detailed

canvas of the food stamp caseload through the use of Food Stamp

Quality Control data. These data show a snapshot of the program



in a single month. The characteristics of participants and

benefit levels are tracked across two pre-OBRA periods, August

1980 and August 1981, and one period a year following the

enactment of OBRA, August 1982.

Chapter 7 reviews the Nutrition Assistance Program for the

Commonwealth of Puerto Rico created through OBRA. This

discussion is largely a summary of the findings presented to

Congress in an earlier report.

Finally, the appendices to this report document the history of

OBRA, the Farm Bill, and the 1982 Amendments. These include a

full listing of legislative changes for the Food Stamp Program

and the Aid to Families with Dependent Children program, the

Administration's savings estimates at the time of enactment of

each bill, a summary description of the source of the quality

control data, and the executive summary of the Evaluation of the

Puerto Rico Nutrition Assistance Program.

Future B___j1.Lg_Plans

Additional research planned by the Food and Nutrition Service

(FNS) is intended to help separate the independent effects of

food stamp legislative changes from the effects of concurrent

changes in related assistance programs, the influence of changing

economic conditions, and underlying socioeconomic trends.

f
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No single source of information nor analytic approach will

disentangle every possible interaction that influenced program

participation and benefits since 1981. The research plan instead

relies on three major data sets, supplemented with additional

information from special studies and major household surveys

Sponsored by FNS and others. Each is intended to address

different aspects of recent program experience in different ways.

Each data set is unique in its strengths and weaknesses, but in

combination, they present a complementary and fairly

comprehensive package.

A _ series of the _ number of participants, their

average benefit, and total program costs for each State will be

used to examine the response of the Food Stamp Program to

macroeconomic conditions. The intent is to use a variety of

analytic procedures to identify critical elements of the economy

that influence program participation and characterize the way in

which these elements exert their influence. A macroeconomic

model O f the national and regional economies will be used to help

quantify changes in the Pood Stamp Program caused by the most

recent recession. These administrative data are more complete --

in terms of both geographic and temporal coverage--than any other

dataset. The potential to examine differences among various

types of food stamp households, however, is limited.

Cross _ _ of participating hP_ will be used

to expand the description of characteristics of food stamp

households before and after implementation of the major

]]



legislative changes. The analysis presented in chapter 6 of this

report will be extended to include the period after

implementation of the 1982 Amendments and refined to introduce

controls for economic conditions and underlying trends that

preceded recent legislative actions. Cross sectional samples

derived from the Food Stamp Quality Control system are the best

measures of the net change in food stamp caseload composition and

circumstances. They cannot, however, fully account for all

variations in economic conditions, nor canthey capture the

behavioral response of participants to the program changes.

To partially compensate for the limitations of cross sectional

surveys in explaining changes over time, FNS plans to construct a

longitudinal Fz_ of food stamR _ that also spans the

period during which legislative changes were implemented. With

repeated observations on the same household, it is possible to

examine individual transitions in part/cipation statu s , work

effort, and benefit amounts. Estimates from these data can take

advantage of variations in the timing of implementation and in

economic conditions across States to separate the effect of

legislative changes from other external influences.

These data will be supplemented by other special studies and

ongoing surveys. FNS has commissioned a study of application

processing under expedited service requirements. In addition to

providing data about the effects of the new rules governing

eligibility for expedited service, this study should also

]Z



generate new data on the pattern of applications for food stamps

that will be useful in understanding the impact of prorating

initial benefits. Several other Federal agencies (such as the

Department of Health and Human Services and the General

Accountin9 Office) have completed or will soon finish similar

studies of legislative impacts. These results will be

incorporated in the final report where appropriate. Finally,

major household surveys like the Current Population Survey can

provide additional insights to underlying socioeconomic and

demographic trends which might influence Food Stamp Program

participants and costs.

One of the major special studies complementing other data

collection for the final report is the demonstration of monthly

reporting and retrospective budgeting (MRRB), conducted at two

local welfare offices in Illinois. Only households receiving

both AFDC and food stamps were part of the demonstration. The

research, supervised jointly by the Food and Nutrition Service

and the Department of Health and Human Services, focuses on four

main topics:

o Does monthly reporting save money on benefit payments or
reduce the aggregate size of the caseload (payment and
caseload effects)?

o Does monthly reporting reduce error rates (payment accuracy
effects)?

o Can recipients comply with the mandatory reporting
requirement, and does meeting it impose a significant or
unwarranted burden on clients (recipient effects)?

o Is there an increase in the costs of administering a monthly
reporting system, and does an increase cancel cut any benefit
£_%_n_£ (administrative effects)?



Additionally, several other issues are addressed: the

interaction of parallel changes in the AFDC and Food Stamp

Programs, the simulated effects of monthly reporting on non-

public assistance food stamp cases, the effect of partial

caseload coverage, and an analysis of turnover rates.



CHAPTER T_IO: OVERVIEW OF 1981 AND 1982 LEGISLATIVE CHANGES IN
THE FOOD STAMP PROGP_AN

OBRA, the Farm Bill, and the 1982 Amendments restrained Food

Stamp Program costs by changing eligibility requirements and

benefit levels. This chapter highlights and discusses several of

these changes in detail. The provisions selected are those most

important for understanding the patterns in total program

participation and cost and in food stamp household

characteristics presented in chapters 5 and 6. Some of the

provisions permanently affectedprogram design by altering

eligibility and benefit determination rules. Others were only

temporary, affecting the schedule for cost-of-living updates to

benefits and deductions from income. A full listing of all

Program changes in this legislation is shown in table 2.1, with

somewhat more detail provided in appendix A.

The most significant changes in food stamp eligibility and

benefit determination are summarized in table 2.2. The first

column describes selected provisions as they existed before the

enactment of OBRA. The second and third columns describe each

provision after the implementation of OBRA (and the Farm Bill)

and the 1982 Amendments, respectively. The balance of this

chapter provides additional descriptions of these changes,

looking first at permanent changes to the program's design and

then at temporary changes to adjustment schedules.

]5



Table 2. !

Recent Amendments to the Food Stamp Act of 1_77

Primary Impact Affected Program Costs Administrative
of Measure (More than $1 million) Changes

Omnibus ]k_ Recopciliation Ac_ o__ _

Eligibility 101 Family Unit 112 Disqualification
Requirement for Fraud and Mis-

102 Boarders representation
104 Gross Income

Eligibility
Limit

109 Strikers

Benefits 103 Adjustment of Thrifty
Food Plan

105 Adjustment of
Deducticns

106 Earned Income
Deducticn

110 Prorating First
Month's Benefits

115 Repeal increases iD
the Dependent Care
and Medical
Deductions

Administration 107 Retrospective 114 State's Share of
Accounting Collected Claims

108 Periodic Reportin_
111 Outreach

113 Waiving and Offsetting
Claims, Improved
Recovery of Overpayments

116 Puerto Rico Block Grant

Food f_._R and _ Distributiop Amendments of

Eligibility 1302 Household
Definition

1309 Resources

1311 Work Requirements
1333 Workfare

(continued)
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Table 2.1 (continued)

Primary Impact Affected Program Costs Administrative
of Measure (More than $1 mi!lion) Changes

Foo_ StamR _nd Commodity Dis_ributioD Amend_DB_ts 93_ o_
(continued)

Benefits 1304 Adjustment of 1303 Alaska's Thrifty
Thrifty Food Plan Food Plan

1305 Reimbursement
Exclusion

1306 Energy Assistance
Payments

1307 Disallowance of
Deductions for

Expenses Paid by
Vendor Payments

1308 Attribution of
Income and
Resources of

Sponsored Aliens

Administration 1310 Annualization of

Work RegistratJ on
1312 State Issuance

Liability
1313 Access of

Comptroller to
Information

%

1314 Reporting of Abuses
by the Public

· 1315 Retail Redemptions
1316 Sixty-Day Transfer

of Certification
1317 Notice of

Verification
1318 Recer ti ficaticn

_otice
1319 Disclosure of

Information to

Comptroller
General, Law
Enforcement
Officials

1320 Restoration of
Lost Benefits

1321 Information

(continUed)
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Table 2.1 (continued)

Primar y Impact Affected Program Costs Administrative
of Measure (More than $1 million) Changes

Food StamR and Commodity Distribution Am_pdments of 1981
(cOntinued)

Administration 1322 Nutrition

Education Program
1323 Alaskan Fee Agents
1324 Sentencesfor

Criminal Offenses

1325 Staffing
1326 Incentives for

Error Reduction

1327 Social Security
Numbers

. 1328 Cash-Out Pilot

Projects
1329 Nutritional

Monitoring
1330 SJ_:plffied Appli-

cation Pilot

Project
1331 Reauthorization

1332 Incentives,
Sanctions, and
Claims

_ood _ Act Amendmen_ of 1982

Eligibility 142 Household Definition 151 Financial Resources
145 Disabled Veterans 153 Categorical
146 Income Standards of Eligibility

Eligibility 158 Voluntarily
157 Job Search Quitting a Job
161 College Students 159 Parents and

170 Expedited Coupon Caretakers of
Issuance Children

186 WIN Participants
187 Hours of Workfare

Benefits 143 Rounding Down 147 Coordination of
144 Thrifty Food Plan Cost-of-Living

Adjustments Adjustments
148 Adjustment of

Deductions

149 Standard Utility
Allowances

J
f

(continued)
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Table 2.1 (continued)

Primary Impact Affected Program Costs Administrative
of Measure (More than $1 million) Changes

Food _mR Amendmgnts o_ 1982
(continued)

Administration 163 Initial Allotments 150 Migrant Farmworkers
164 Noncompliance 152 Studies
180 Error Rate Reduction 154 Monthly Reporting

System 155 Periodic Report
Forms

156 Reporting
' Requirements

160 Joint Employment
Regulations

162 Alternative

Issuance Systems
165 House to House

Trade

166 Approve.]. of State
Plans

167 Points and Hours of
Certification and
Issuance

t68 Authorized

Representatives
169 Disclosure of

Information

171 Prompt Reduction or
Termination of
Benefits

172 Duplication of
Benefits

173 Certification System
174 Cashed-Out Programs
175 Amount of Penalty

and Length
176 Bonds

177 Alternative _esns
of Collection of
Overissuances

178 Claims Collection

179 Cost Sharing for
Collection of
Overissuances

181 Employment Require-
ment Pilot Project

152 Benefit Impact Study

(continued)
10



Table 2.1 (concluded)

Primary Impact Affected Program Costs Administrative
of Measure (More than $1 million) Changes

Food t_ Amendments of 1981
(continued)

Administration 183 Authorization for

Appropriations
184 Puerto Rico Block

Grant
185 Similar Workfare

Programs
188 Reimbursement for

Workfare
Administrative

Expenses

Source: Food and Nutrition Service, USDA.

Note: The number preceding each provision references the
section number of the legislation.



Table 2.2

Summary of Changes in Food Stamp EligibiJJt¥
and Benefit Determinations

Provision Eefore OBRA After OEEA/ After 5982
Farm Bill Amendments

Ores8 Income Limltz
Nonelderly/nondiaabled None 130t of povert_ 130t of poverty
Elderly/disabled None Hone None

Net Incon_ LJmitl
Ronelder]y/nondisab]ed 100t of poverty None lO0t of poverty
Elderly/disabled 100t of poverty 100t of poverty 100t of poverty

Deductions:
Standard (January 1984 value) Updated each Postponed from Postponed from July

January (_105) January 1982 to 1983 to October
July 1983 ($90) 1983. Updated

each October.
t_3
_. (_89)

Dependent Care/Excess Updated each Postponed from Postponed from
Shelter (January 1984 value) January ($140) January 1982 to July 1983 to

July 1983 ($125) October 1983.
Updated each
October ($125)

Earned Income 20t of earnings 18t of earnings let of earnings

Kaximum Allotment Updated in January Postponed from Update in
' (Family of Four, January 1984) on pro_ected cost January to October, October based on

of TFP in December baeed on cost of 99% of TFP in
($254) TFP in June ($257) June ($253)

Initial Benefit_ Full benefit Prorated to Prorated to

application date app]ication
date, no benefit
< _10

R(dlndin9:
Haxla,um Allotment Nearest $1 Nearest $1 Lover $1 '
Deductions Nearest $5 Nearest $5 Lover $]
Denefit_ Nearest $1 Nearest $I Lover _1

Source: Foc,d and _tttlJtJ¢,_ _ElvJce, USDA.
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permam to

A revised income test was the most important legislative change

that permanently altered program eligibility requirements. Prior

to OBRA, food stamp eligibility was limited to households with

net income less than 100 percent of the Office of Management and

Budget (OMB) poverty guidelines. // After OBRA, all households--

except those with disabled or elderly members--are subject to a

gros s income ceiling set at 130 percent of the OMB Poverty level.

These households were subject to just the gross income screen

between October 1981 and September 1982. with the implementation

of the 1982 Amendments--beginning in October 1982--households

with no elderly or disabled member s have to meet both a gross and

net income test. }_ouseholds with elderly or disabled members

have always been, and continue to be, subject to just the net

income screen.
-°

Table 2.3 displays the lncome eligibility limits that are now in

place. _u; A family'of four, for example, can qualify for food

stamp benefits if its total income is less than $12,870 per year

and its net income after subtracting the appropriate deductions

_/ OMB publishes an updated poverty guideline for administrative
use early each year. The OMB guidelines are roughly equivalent
to the poverty thresholds released by the Bureau of the Census,
but with a 1-year iac_. The OMB guidelines for 1984, for example,
are the same as the Census thresholds for 1983. Updated food

stamp eligibility limits based on the OMB guidelines are
effective Jn July of each year.

_/ Food stamp eligibility is actually determined by a household's
monthly income. The monthly income limits have been converted to
annual amounts for tbls presentation.
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Table 2.3

Food Stamp Program Income Eligibility Limits a/

Household Net Income Limit Gross Income Limit Maximum Gross Percent of

Size (100% of Poverty) (130% of Poverty) Income Possible Poverty
h/ c_/ with Pre-OBRA Net

Income Screen _./

1 $ 4,860 $ 6,318 $ 9,750 201%
2 6,540 8,502 11,850 181
3 8,220 10,686 13,950 170
4 9,900 12,870 16,050 162
5 11,580 15,054 18,150 157
6 13,260 17',238 20,250 153
7 14,940 19,422 22,350 150
8 16,620 21,606 24,450 147
Each Additional + 1,680 + 2,184 + 2,100 ---

Source_ Food and Nutrition Service, USDA.

A/ Income standards for the 48 contiguous States, the District of Columbia, and the Virgin
Islands effective July 1983 to June 1984. Limits for Alaska and Hawaii are somewhat
higher.

bJ Applies to all households.

r_/ Applies to households without elderly or disabled members.

_/ Assumes all income is earned, a $105 standard deduction per month, the maximum shelter
deduction of $140 per month, and a 20 percent of earnings deduction. The deductions are
equivalent to the estimated values in January 1984 under the pre-OBRA adjustment
schedules.



is less than $9,900 per year. A single elderly perscn living

alone can qualify with a net income of $4,860 per year or less.

The third column of table 2.3 also illustrates the maximum gross

incor_e permitted by application of the pre-OBRA net income screen

and deductions to all households. The pre-OBRA net income screen

enables some households with relatively high income (t_;ice the

poverty line in the case of single-person households)to become

eligible for food stamps. The establishment of a gross income

screen effectively prevents households with relatively high

income from Participating in the program.

The determination of focd stamp benefits was permanently affected

by four prou_sions: a decrease in t?_e earnings deduction from 20

percent to 18 percent of earned income, the proration of in_tiai

benefits accolding to the date of application, the repeal of

iDcreases in dependent care and medical deductions, and the

introduction cf new rounding rules. The last three chenges are

briefly described below.

OBRA required State agencies to prorate food stamp benefits in

the first month for new participants according to the application

date. Before this change, new participants received the full

monthly benefit regardless of when they applied. Under the old

rules, for example, a household with a calculated monthly

allotment cf $200 received that amount in the initial month of

part._cipation whether it applied for beDef'ts at the beginning or

the end of a month. Under the new rules, the benefits of

bousebo_!ds apF_iying after tko first of the mofi'th are prorated

24



according to the formula: full monthly benefit x ((31 - date of

application) / 30) = first mcnth!y benefit. For example, the

household with a calculated benefit of $200 receives an initial

month benefit of $173 if it applies on the 5th of the montf; e.Dd

$53 if it applies on the 23rd.

OBRA also repealed changes to two deductions that were enacted in

the 1980 amendments to the Food Stamp Act but not yet

implemented. One change would have created a separate deduction

for dependent care expenses up to $90. The other change would

hav e lowered the threshold for the medical expense deduction from

$35 tc $25. Because the changes were repealed before

implementation, the effect was to prevent increases in food stamp

benefits for some households' rather than reducing e_]sting

benefits.

The 1982 Amendments revised the rounding rules used when
r

cor,putJng food stamp benefits and updating maximum allotments,

the standard deduction, and the maximum dependent care/excess

shelter deduction. These calculations are now rounded down to

the next lower dollar. Before the change, food stamp benefits

and the maximum allotments were rounded to the nearest dollar,

and the deductions were rounded to the nearest $5.

-_e_porary ChaD_g_ to __,__

The temporary chances in benefit levels as a.result cf t?{.-!?_ _'



and 1982 legislation are fairly complex. They include postponing

scheduled updates of maximum allotments, the standard deduction,

and the maximum dependent care/excess shelter deduction. Figures

2.1 and 2.2 help visualize the levels of the maximum allotments

_nd the deductions as they would have existed without the

legislated changes.

Prior to the enactment of OBRA, food stamp allotments Were to be

updated in january of each year based on the projected cost of the

Thrifty Food Plan (TFP) in the preceding December. The projected,

rather than actual, cost was to be used because the actual value

would not have been known at the time of the adjustment. Under

this schedule, the maximum allotment for a fami3y of four would

have increased to $246 in January 1982, to $250 in January 1953,

and to $254 in January 1984.

The final result of the three laws was to delay these updates tc

October of each year and base them on 99 percent o f the cost of

the TFP in the preceding june. This change proceeded in three

stages. Firstr OBRA postponed the January 1982 update for 3

months and staggered subsequent updates 15 months apart. Thus,

the maximum allotment for a family of four would have increased

to $246 in April 1982, to $255 in july 19e3 (based on the cost of

the TFP in March ].983) and to an estimated $272 in October 1985

(based on estimated TFP costs in June 1985). This change

controlled program costs because for at least part of each year--

from january 1982 to March 1983, for example--food stamp
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Ftgure 2.1

Haxtmum Food Stamp Allotment for a
Famtly of Four Under Alternate Adjustment Schedules

Octalmr gcLeber Octe_m /_talmr
2MO XMI lge2 IM3

,bly _lmery
lgel 1_l IM2 ltl3 liS3 IfS4

Pro*OIPJ8-f _ SZ33 _LS24( ,) $250 · $2S4

Pos*.-mRA_ SZ33 ) SZ4& ) $ZSS )

l_st-Fim ---_S233 $256 ) S2S7

Post. IgC2
· NmNnCS -'-_S232 SZS3 _ Un %

I II

Source: Food. Ira4 gucrir, Lou Serv_e, USDA

-s/The adJuoumurJ l& Jloutry ],982, 1983, and 1994 rare to be baood os _ IlrOJe4tmll eodt of tike
ThrSfcy foed PLoa La the prwSoM Deeembec. Zt _Lmsot elear bdw thio proJecCiou vould bna
bees made. Couaequmitl-7, ebo mCMaX _et of cb* IrlllrLft7 feed PXIs LB Eh Dec4mber fa obnm
bo_e.
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Ftgure 2.2

Value of Standard Deduction and Dependent Care/
Excess Shelter Cap under Alternate Adjustment Schedules

Octo_r October Octobe' October
1980 III 1982 IM3

StaMird

Oeduct Ion January Jonuaey J4nvaey July Jofw4f'j,
1981 IM2 1983 lie3 IM4

_t-omsA ) $85 )- S9o ._

Post-lgSZ

_mmdmmts _ _S ,% S89 )

I_cess Shelter/
klm*_mt Care 04Kluctton

Pre. IRA _ SIIS ) S130 ) $140 ) S140---_

Post.UA _ SIIS ) S1ZS

Post-lM2

ANndmmts _tllS ) SIZS ,I-

I

Source: Food and Nutrition Servtce, USDA
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allotments were ma.{ntained at their ex_sting level and not

increased.

The Farm Bill subsequeDtly shifted every update to October _'!th

the adjustment based on the cost of the TFP in the previous June.

As a result, no adjustment to food stamp allotments was made in

F_scal Year 1982. If no other change had occurred, the allotment

for a family of four would have been $25'6 beginning October 1982

and $257 in October 1983. In both years, the allotments are

_ghe_ than the expected :eve! both before _nd after OBRA,

primarily because the Farm Bill reinstated adjustments every 12

months rather than every 15 months and altered the month on which

the adjustment was based. In a time of rising prices, more

frequent adjustments result in higher allctments.

Tko 1.e_.2Am£ndments changed th e basis of the October adjustments

to the cost of the TFP in the preceding june less 1 percent.

Thus, the allotment for a family of four was actually $253 in

Fiscal Year 1983 and remains at that level in Fiscal Year 1984. a_/

In spite of the 1 percent reduction in the guarantee, the Fiscal

Year 1983 allotment was higher after the 1982 Amendments than it

would have been before OMRA.

Moth OBRA and the 1982 Amendments enacted delays to the standard

and maximum shelter deduction updates as well. They also altered

_/ The TFP cost $256.50 in June 1983. After taking 99 percent and
rounding down, the 4-person allotment is unchanged at $253.
Allotments for households with one and five _r more people are
$! to $2 higher in 1984 than in 1_83.
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the reference period for making .the adjustments. Under the law

then in place, both deductions were updated every January. OBRA

postponed the January 1982 adjustment to July 1983 and the

January 1983 adjustment to October 1984 (and every October

thereafter). The 1982 Amendments further postponed the July 1983

adjustment to October 1983. As figure 2.2 shows, however, when

the temporary delay of the update of the standard deduction and

excess shelter deduction was lifted in October 1983, neither

reverted to the level it would have been before the OBRA changes,

The October 1983 update of the standard deduction was based on

the change in the COnsumer Price Index (CPI) for all items other

than food and homeownership costs during the 15 months ending

March 1983. The previous update, in January 1981, was based on

changes in the CPI for all items other than food for the 15

months ending September 1980. The October 1983 adjustment,

therefore, did not account for changes in the CPI between October

1980 and December 1981. As a result, the standard deduction is

currently 15 percent lower than it would have been under the law

before OBRA. The shelter deduction, for the same reason, is 11

percent lower.

The effects of these changes on household benefits are

illustrated for a hypothetical family of four in table 2.4. Food

stamp benefits for this household in August 1982 and again in

January 1983 are calculated using the allotment and deduction

amounts appropriate to these months before and after the

legislative changes. The difference in benefits is largest in

August 1982. In that month, the maximum allotment, standard

3O



Table 2.4

Sample Food Stamp Eer_efJt Ca]¢:ulation
for a Family of Four

August 1982 January.1983

Before OBRA CUrrent Law Before OBRA Current Law

m

GrossIncome $300 $300 $300 $300
Less standard deduction - 95 - 85 - 100 - 85
Lessshelterdeduction - 130 - 115 - ]40 - 115

Nut Income 75 100 60 100
Times benefit reduction rate x .3 x .3 x .3 x .3

BenefitReduction 22 --30 18 30

Maximum Allotment $246 $233 $250 $253

,_ Lessbenefitreduction - 22 - 30 - 18 - 30
..J

Food StampBenefit $224 $203 $232 $223

Source: Food and Nutrition Service, USDA.

1]ote: This example assumes that ali ]nco, e Js unearned and that the household is entitled to
the maximum dependent care/excess shelter deduction.



deduction, and maximum shelter deduction were still at their pre-

OBRA levels because the January 1982 cost-of-living adjustment

had been postponed, The delayed adjustment of the deductions

meant that this household's benefit was $8 less than it would

have been under pre-OBRA rules, and the delayed adjustment of

allotments meant its benefit was $13 less than it would have

been, for a total of $21. It is important to note that these

changes were not reductions in existing benefits but rather

delays in scheduled increases.

By January 1982, the maximum allotment had risen to $253 and was

actually higher than it would have been under the provisions

before OBRA. But the higher guarantee did not fully compensate

for the unadjusted deductions. OBRA had postponed a second

adjustment scheduled for January 1983. The continued delay

lowered the household's benefit by $12 from what it would have

been for a net change of $9. The substantial difference in the

effect of the delays between August 1982 and January 1983 in this

example demonstrates the complexity of measuring the impacts of

the temporary changes. The size of the impact depends on the

time of the measurement.
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cHAPTF4R THREE: THE INTERACTION WITH CHANGES IN RELATED SOCIAL
WELFARE PROGRAMS

The changes in food stamp eligibility and benefits enacted in

OBRA, the Farm Bill, and the 1982 Amendments were accompanied by

significant changes in other Federal programs. The Food Stamp

Program is one of many that form a social welfare network. The
%

list of major cash assistance programs includes Social Security,

Aid to Families with Dependent Children (AFDC), Supplemental

Security income (SSI), and Unemployment Insurance (UI). Prior to

OBRA, this list also included many public service jobs authorized

by the Comprehensive Education and Training Act (CETA). Several

programs such as the National School Lunch Program, Medicare,

Medicaid, and a variety of housing programs, offer in-kind,

rather than cash, benefits.

Because these programs are designed t° serve different needs of

the low-income population, many people participate in more than

one. Among food stamp participants, multiple program

participation is in fact the norm. A recent analysis by FNS

shows that more than 80 percent of all food stamp households over

a 3-month period also received benefits from AFDC, Social

Security, SSI, Medicaid, or Unemployment Insurance. _ The cash

assistance provided by these programs (other than Medicaid) is

counted for the purpose of determining a household's eligibility

and food stamp benefit. Thus, changes which affect other program

_/ M. MacDonald· "Multiple Benefits and Income Adequacy for Pood
Stamp _art_cipant and Nonparticipating Bousebolds." Food and
Nutrition Service, USDA, February 19_3.
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benefits can also affect the level of food stamp benefits among

the participants in multiple programs. This chapter examines the

nature of this interaction.

Interactions with other programs occur because of the way food

stamp benefits are determined. By law, cash benefits from other

government programs--as well as nearly every other source of cash

income--are included as countable income when calculating food

stamp benefits. The maximum food stamp benefit is reduced by 30

cents for every dollar of countable income, after subtracting any

allowable deductions. As income rises, food stamp benefits fall.

Conversely, as income falls, food stamp benefits increase. The .

size of thiseffect depends on the benefit reduction rate,

currently fixed at 30 percent by law.

The effects of program interactions can be felt in several ways.

First, the net budgetary impact of changes to the Pood Stamp

Program wiI1 be smaller if similar changes are made in other

programs. Benefit reductions in AFDC or SSI, for.example, can

increase food stamp costs and offset a portion of any food stamp

savings. Second, interactions can alter the effects of benefit

changes on individual households. Food stamp benefits will

automatically rise as other income falls, thus partly reducing

the impact of the reductions in other programs. Finally, the

combined tax rates cn _dd._t_cnal income for participants ,2n

multiple programs may cause them to alter their behavior in ways

that compensate for some benefit changes. Some, fcr example, may

choose to work more to make up for smaller beneflts. Others may
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choose to work less to ensure their continued eligibility.

A full understanding of the impacts of ODRA, the Farm Bill, and

the 1982 Amendments requires an empirical analysis of the

relationship between earned income (or work effort) and program

benefits before and after implementation of program changes in

both the Food Stamp Program and other related social welfare

programs. While it is likely that these interactions operated in

1982 and 1983, making such analysis important, it is not possible

to quantify them from currently available information.

Nevertheless, a close look at the expected relationship between

the recent AFDc and Food Stamp Program changes illustrates both

the complexity and importance of the interactive effects.

The focus here is on the AFDC program because it is by far the

most common source of income among food stamp households. In

August 1982, more than 40 percent of all food stamp households

also received AFDC. Thus, the interaction is likely to be

stronger between AFDC and food stamps than between other

programs. In addition, the two programs are administered by the

same agency in each State. The effects of this interaction are

particularly obvious to the caseworkers who must revise

individual benefits tc reflect both AFDC and Food Stamp Program

changes.
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AFDC

The most important changes to the AFDC program contained in OBRA

targeted assistance more effectively by creating a gross income

eligibility test, limiting deductions from gross income, and

imposing a more stringent limitation on assets. Each of these is

described briefly here. Appendix B summarizes other changes made
I

by OBRA and the Tax Equity and Fiscal Responsibility Act of 1982.

OBRA established a gross income eligibility limit at 150 percent

of the State's AFDC need standard, fL/ Before OBRA, AFDC

recipients with relatively highwork-related expenses could have

had income above the new AFDC income eligibility limit. The

immediate impact of this policy change was the elimination of

families with income other than public assistance that exceeded

150 percent of the State's standard of need.

Several changes were made in the structure and sequence of

deductions taken from gross income. Before OBRA, the first $30

earned by an AFDC recipient was not taxed, and the remainder was

taxed at a 67 percent rate. (In other words, AFDC recipients

could deduct the first $30 and one-third of their remaining

earnings from their gross income.) However, the effective

benefit reduction rate was substantially less than 67 percent

because of other allowable deductions for work-related expenses.

fL/ The need standard represents the cost of those basic living
needs that the State recognizes as essential for all applicants
or recipients. In October 1981, need standards for a family of
four ranged from $201 in Texas to $842 in Vermont.
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Now, after 4 months on AFDC, the benefit reduction fate on

earnings rises to 100 percent, and there are smaller deductions

for work-related expenses and child care. The work expense

deduction was set at a flat $75 per month (less for part-time

workers), whereas prior law required work expenses to be itemized

and imposed no limit on the amountof the deduction. Similarly,

the child care deduction was set at $160 per month per child or

incapacitated adult. Both the standard work expense disregard

and the child care deduction are now applied before the $30-and-

one-third disregard. The effects of these changes on AFDC

benefits are shown in table 3.1 for a hypothetical family

designed to illustrate how the Food Stamp Program interacts with

AFDC.

OBRA also limited the maximum value of real and personal property

to $1,000, excluding the home and a car. Furthermore, States are

no longer allowed to exclude liquid assets and income-producing

property from the determination of household resources.

Implementation of the major AFDC and Food Stamp Program

provisions affecting eligibility began in October 1981. The

first effects of the new treatment of earnings in the AFDC

program were felt in January 1982, 4 months later. Table 3.2

illustrates the impact of these changes on the AFDC and food

stamp benefits of the hypothetical family mentioned above. The

first row Shows the benefits that this household would have

received in January 1982 if OBRA had not been enacted. Under

these rules, they would have received $201 in;AFDC and $114 in
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Table 3.1

Sample AFDC Benefit Calculations for
a Family of Four

Before OBRA After OBRA
First 4 After 4
Months Months

Gross earnings $581 $5_1 $581
Plus earned income credit +32 +32 +32

Minus disrega[ds:
Initial disregards -30 -105 (30+75) -75
One-thirdof rest -194 (*) (*)
ChildCare -100 -100 -10G

One-thirdof rest (*) -136 0

Other expenses (e.g.,
payroll tax and
transportation) -70 0 0

Total disregards 3_4 341 175
Total income to count

against AFDC benefit 219 272 438
AFDCbenefit $201 $148 $0

Source: U.S. Congress, House Committee cn _lays and Means.
_J!_ql_ __ _ Data QD _D__ Programa _i]Ab__
the Jurisdiction of the Com_ on Ea_.y_and _eans.
97th Congress, 2nd Session, February i_, 19_2.

Note: This case assumes full-time employment at the minimum
wage and a State standard of need of $420 per month.

*Not applicable.



Table 3.2

Illustraticn of the Interaction Between AFDC and Food

Stamp Program Revisions for a Family of Four

AFDC Food Stamp Total
Benefit _/ Benefit Benefit

Before OBRA _/ $201 $114 $315

After FSP Changes c_/ 201 89 290

After FSP and AFDC Changes c_/
First4 months 148 105 253
After4 months 0 140 140

Source: Food and Nutrition Service, USDA.

_/ AFDC benefits are based on the assumptions s_:own in table 3.1.

_/ Food stamp benefits are based on a standard deduction of $95,
earned income deduction cf 20 percent of earnings ($116), the
maximum shelter deduction ($130), and a maximum allotment of

· $246.

_/ Food stamp benefits are based on a standard deduction of $85,
earned income deduction of 18 percent of earnings ($105), the
maximum shelter deduction ($115), and a maximum allotment of
$233.
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food stamps, for a total benefit of $315 per month. With the

implementation of the Food Stamp Program changes, particularly

the reduced earned income deduction and the delayed cost-of-

living adjustments, the family 's food stamp benefit would have

been $25 less, and their total benefit would have been $290.

With the initial implementation of the AFDC changes, the family's

AFDC payment fell by $53, but their food stamp benefit increased

by $16. Thus, the net change in their total benefit was a $37

reduction. After 4 months and the elimination of the $30-and-a-

third disregard, this household would no longerhave been

eligible for an AFDC benefit, but their food stamp benefit would

increase to $140. Even though this family's food stamp benefit

was $25 less a result of OBRA, they actually received $26 more in

food stamps after implementation of the AFDC provisions. The

initial food stamp effects of OBRA were eventually overtaken by

the interaction with AFDC in this particular case.

m

More generally, the loss of AFDC benefits due to either the new

AFDC income or asset limits or the higher benefit reduction rate

on earnings would tend to prolong food stamp recipiency and thus

gradually increase the size of the food stamp caseload. The

househoids affected by these changes are likely to use food

stamps as long as possible to offset part of any AFDC payment

reductions. However, the net effect of the new policies on

recipients' earnings and benefits for both food stamps and AFDC

depends primarily on their response--in terms of work effort--to

the increase in the AFDC benefit reduction rate. Household
e

r
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members may work more hours to replace part or all of the smaller

income from their combined food stamp and AFDC benefit. This

response would reduce program costs. On the other hand, every

hour of work is now worth less--in terms of total benefits--than

before. Some household members could therefore choose to work

less. This response would increase Food Stamp Program costs.

The net impact of these theoretical effects on program size and

cost is still unknown.

Other

Major changes were also enacted in many other social welfare

programs in the last 3 years. TheSe changes affected both the

total cost and the number and type of people served by particular

programs. These changes were also expected to interact with the

Food Stamp Program and consequently modify the anticipated food

stamp legislative effects. In most cases, the interactive

effects are quite similar tothe AFDC effects just described, and

that discussion is not repeated. Instead, legislative changes in

SSI, Social Security, UnemplOyment Insurance, and CETA are

examined to give an indication of the wide range of other

potential interactions. //

m_

3./ OBRA also made far-reaching revisions to a large number of
other programs. But since these changes were not expected to
have any significant effect on the size or cost of the Food Stamp
Program, they are not discussed here.
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_/RRl_mental _ Income. Legislative changes to SSI were

relatively minor. The Tax Equity and Fiscal Responsibility Act

of 1982 rounded the result of benefit computations down to the

nearest dollar, prorated the first monthly benefit to the day of

application, and altered the treatment of Social Security cost-

of-living adjustments in counting income. Each of these changes,

because they reduce SSI benefits slightly, increase food stamp

benefits for those elderly and disabled People who participate in

both programs. The Social Security Amendments of 1983, however,

increased SSI benefits and thus reduced food stamp benefits. The

1983 Amendments delayed scheduled cost-of-living adjustments for

6 months, but this action was more than offset by an increase in

the basic SSI benefit of up to $20 per month for single persons

and $30 per month for married couples.

Social _//_. OBRA would have reduced Social Security

benefits by eliminating the minimum benefit (received by those

whose primary insurance amount was no more than $122 per month);

phasing out payments to dependents aged 18 to 22 who previously

would have qUalified for student benefits; modifying the

provision of lump sum death benefits for new beneficiaries until

their first full month of eligibility; eliminating benefits for

widowed parents under age 60 when their youngest child reaches

age 16 (rather than 18, as under prior law); and changing

rounding rules for benefits in a fashion similar to the Food

Stamp Program and SSI. The minimum benefit was later restored

for current recipients under the Social Security Amendments of

1981. Although nearly one in five food stamp' households receive
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Social Security, it is not certain that many were affected by

these changes. For those who were, however, food stamp benefits

would have risen to partially offset the Social Security changes.

Unemployment /Jl_lA_lB_. Unemployment benefits are paid to

qualifying workers--about half of all unemployed persons--for up

to 26 weeks under the regular State unemployment insurance

programs. In addition, if the unemployment rate in a State is

above a certain level, workers are eligible for extended benefits

for up toanother 13 weeks. OBRA reduced unemployment benefits

in several ways, largely by raising the unemployment rate

necessary to trigger eligibility for extended benefits. The Tax

Equity and-Fiscal Responsibility Act of 1982 partly offset these

reductions by temporarily extending unemployment benefits. Under

the temporary Federal Supplemental Compensation program,

additional Federally-funded benefits are available in all States

for a period of B to 14 weeks, depending on the State's

unemployment rate. Although few food stamp households receive

unemployment benefits in a given month (less than 2 percent), the

availability of the benefits may reduce the need for food stamps

despite lost wage s. This suggests that the likelihood of

entering the Food Stamp Program increases as unemployment

benefits are exhausted. Extending coverage reduces the

probability of new entrants and prevents increased Food Stamp

Program costs.
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Public Service ]_mp__ment. Funding for public service employment

was not reauthorized by the 97th Congress, and consequently the

program ceased to operate. The Comprehensive Employment and

Training Act had previously authorized full Federal funding of

public service jobs for the economically disadvantaged. Unless

food stamp recipients in these jobs were able to find new

positions in the private sector, larger food stamp benefits would

have offset part of the lost wages.

f
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CHAPTER FOUR: THE ECONOMIC CLIMATE

The performance of the national economy has'a substantial impact

on the Pood Stamp Program in terms of the number of participants,

the average benefit to which they are entitled, and, therefore,

the total cost of the program. The Food Stamp Progra m has

traditionally counteracted swings in the business cycle. The

number of participants tends to increase in a recessionary

economy as the number of unemployed persons increases and as the

duration of unemployment lengthens. Reduced levels of economic

activity, including employment, cause personal income to fall.

Declining personal income, in turn, tends to increase the number

of people in poverty, with the result that the number of people

potentially eligible for and participating in the program

increases as well. As the economy recovers and personal income,

employment, and poverty status improve, participation in the

program falls. The Pood Stamp Program is particularly sensitive

to economic conditions because it is available to virtually all

families and'individuals with income and other resources below

the eligibility limits. In contrast, cash assistance programs

such as AFDC or SSI are only available to specified categories of

needy persons or families.

The performance of the economy can also have a direct impact on

program costs because several program provisions are indexed to

reduce the impact of inflation. For example, maximum coupon

allotments are indexed by changes in the Thrifty Food Plan to

maintain the purchasing power of food stamp benefits. Hence,
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food price inflation directly increases the nominal cost of the

program· In addition, the gross and net income limits that

define program eligibilitY, the standard deduction from gross

income, and the maximum dependent care/excess Shelter deduction

are adjusted by the Consumer Price Index (CPI) or its components.

As is discussed in the remainder of this chapter, changes in the

economy lead to majorchanges in the size, composition, and cost

of the Food Stamp Program that are not directly controllable by

Congress. The result is that the intended effect of the

legislative changes discussed in the two previous chapters are

heavily modified by the economy· This interaction makes the task

of understanding the effects of legislative changes under stable

economic conditions difficult· But the behavior of the economy

is particularly important to an understanding of the effects of

OBRA, the Farm Bill, and the 1982 Amendments because (1) the

economic changes over the last few years were very large and (2)

the timing of the deepening recession was simultaneous with the

implementation of OBRA.

Because economic conditions confound the analysis, it is

important to understand the changes that occurred during this

period. Four interrelated measures of the performance of the

economy have been chosen as the focus for this chapter because of

their relevance to the Food Stamp Program. Those measures are:

o _l_m_ment, which had remained below 6 percent throughout
Fiscal Year 1979, jumped to about 7.5 percent in the third

quarter of Fiscal Year 1980, and remained at that level
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through Fiscal Year 1981. More or less simultaneously with
the implementation of OBRA, the unemployment rate started
rising rapidly, peaking at 10.7 percent for the first quarter
of Fiscal Year 1983. Since that point the rates have fallen
steadily to 8.0 percent in January 1984.

o /GLO, which had been at very high historic rates prior to
OBRA, with annual rates of increase in overall consumer prices
of 10 percent and higher, dropped rapidly during the two years
since the passage of OBRA. During Fiscal Year 1982, the
Consumer Price Index (CPI) increased at an annual rate of 5

percent. And during Fiscal Year 1983, the CPI increased at an
annual rate of 3 percent.

o P_9/_ _ had grown steadily at an average compound
annual rate of about 3 percent in real terms from 1960 through
1980. Real per capita personal income continued to rise
during Fiscal Year 1981 prior to the implementation of OBRA
and then fell slowly during Fiscal Year 1982 before
stabilizing in the beginning of Fiscal Year 1983. Of
particular relevance to many food stamp households was the
fact that real transfer income from AFDC fell with the

implementation.of OBRA.

o Poverty, expressed as the percentage of the population living
in families with incomes below the official poverty threshold,
had remained around 12 percent from 1968 through 1979. The
rate rose to 13 percent Jn calendar year 1980, to 14 percent
in 1981, and to 15 percent in 1982.

Unemployment

Both historical experience and theory suggest that increases in

the frequency and duration of unemployment lead to increases in

Food Stamp Program caseload and cost. However, there is

considerable uncertainty regarding the exactnature and magnitude

of the relationship. A rule-of-thumb often used is that every 1

percentage point increase in the unemployment rate results in an

increase in food stamp participation and cost of 1 million

persons and $500 million per year. _/

_/ This rule is based on a regression model of Food Stamp Program
participation that is rcutine!y used by the Food and Nutrition
Service to forecast the number of program participants.



The impact of higher unemployment works in three ways. First,

individuals lose their jobs or fail to obtain a job, thus

increasing the likelihood that their household will enter the

program. As a recession deepens, the length of periods of

unemployment increases, further increasing the likelihood that

households will exhaust theirother financial resourcesand enter

the program. Entry onto the Food Stamp Program may be moderated

for some household s by the availability of unemployment insurance

and related benefits. Second, the shortage of job opportunities

in periods of high unemployment reduces the likelihood that

households already on the Food Stamp Program will leave the

program by Obtaining new jobs and raisinghousehold earnings

above the program's eligibility level. Third, the shortage of

jobs may reduce--or at leastrestrain--earned income for

continuing participants, thereby increasing their benefit and

total program costs.

Unemployment rates started rising rapidly about the same time

OBRA was implemented in the first quarter of Fiscal Year 1982

and peaked at well over 10 percent in the first quarter of

1983 as shown in figure 4.1. The Bureau of Labor Statistics

estimated that more than 12 million people were unemployed and

looking for work at the peak in December 1982. Since that time

the Unemployment rate has fallen rapidly to 8.0 percent in

January 1984.

The average length of time unemployed started to increase at the

same time as the unemployment rate. The average duration of a
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Figure 4.1

United States Unemployment Rate, 1979-1983
(Quarterly average, by fiscal year)
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spell ofunemployment in the first quarter of Fiscal Year 1982

was just over 13 weeks. Twoyears later, the average duration

had increased to more than 17 weeks. The average continued

to rise, reaching a peak of 22 weeks in June 1983, and then fell

to slightly less than 11 weeks in the fourth quarter of Fiscal

Year 1983. The percentage of the unemployed who were out of work

for an extended period--27 weeks or more--doubled from 13 percent

in October 1981 as OBRA was implemented to 26 percent in June

1983.

The impact of unemployment on the Food Stamp Program is reduced

b.y the availability of'unemployment insurance. Approximately 40

percent of the unemployed in Fiscal Years 1982 and 1983 received

· unemployment benefits. These benefits keep many households above

the Food Stamp Program income eligibility level and reduce food

stamp benefits for those who are eligible. During the second

quarter of Fiscal Year 1983, almost $6.8 billion in unemployment

benefits were paid. During an average week of this period, about

4.5 million persons received unemployment benefits. The average

benefit under the regular State unemployment program was $125 per

week.

The increasing severity of unemployment was also apparent in the

number Of people who exhausted their unemployment benefits. In

October 1981, an average of 46,000 people per week exhausted

their entire unemployment benefit. One year later, the number of

exhaustees had increasead to 83,000 per week. · As _hese



households lost unemployment insurance the likelihood of

entering the Food Stamp Program should have increased.

Price inflation results in larger Food Stamp Program outlays

because several components of the eligibility and benefit

formulas are periodically adjusted according to changes in

various price indices:

q

o _ _ _19_ are adjusted periodically for
changes in the cost of the Thrifty Food Plan. Program
Costs are most sensitive to changes in the allotments. Each
dollar increase in the guarantee is passed directly on to
participating households, increasing their benefits by a
similar amount. _/

o _ eliaibilitv _ are adjusted periodically for
changes in the overall CPI. Indexing the income thresholds
keeps the program from becoming more restrictive during
periods of rising prices. Otherwise inflation would cause a
larger and larger segment of the low-income population to
become ineligible. Each adjustment to the income limit
increases the number of households eligible for the Food Stamp
Program. Some of the newly eligible households may again
become ineligible if their income rises during the year before
the next adjustment. -

o The L_ID_ _ is adjusted for changes in the nonfood
components of the CPI. It is indexedto maintain its real
value as prices rise. Increasing the standard deduction
reduces net income for most households. Because the maximum

allotment is reduced by 30 percent of net income, lower net
income means higher benefits. Thus, indexing t%e standard
deduction will increase food stamp benefits in times of rising
prices.

o The _m _9__ care/exces_ shelter _ is
adjusted periodically for changes in the shelter, fuel, and
utility components of the CPI. It, too, is indexed to
maintain its real value in time of rising shelter costs. The

_./ The only exceptions are households with the '$10 minimum
benefit. Unless the increase Js sizable, most'of these
households still receive the minimum.
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impact of this indexing is smaller than the impact of the
standard deduction simply because fewer households are
affected by the cap.

The moderationof inflation, and particularly food price

inflation, restrained the cost of maintaining Food Stamp PrOgram

benefits.

The cost of the Thrifty Food Plan for a family of four increased
e

during Fiscal Year 1980, as shown in figure 4.2. From September

1979 to September 1980, the cost of the plan increased 11

percent. However, in Fiscal Year 1981 the rate of price

increases began to decline rapidly, and the cost of the plan

increased 5 percent by September 1981. During parts of Fiscal

Years 1982 and 1983, the cost of the TFP actually declined for

several months. Overall, the TFP increased just 2 Percent over

the course of Fiscai Year 1982 and 1 percent in Fiscal Year 1983.

As a result of this moderation of food price inflation, the

maximum allotment for a family of four was actually higher than

the cost of the Thrifty Foo d Plan for several months in Fiscal

Year 1983.

The overall inflation rate, as measured by the Consumer Price

Index for all goods and services, decreased sharply during the

two years following the passage of OBRA (also shown in figure

4.2). In Fiscal Year 1983, the CPI for all items increased by 5

percent, as opposed to an 11 percent increase during Fiscal Year

1981 (again measured from September to September). Durin_ the

first half of Fiscal Year 1983, the annual ra_e of increase in
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Figure 4.2

Annual Rate of Price Inflation for Groups of ConsumerFood and Services
(Ouarterly average, by fgscal year)
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th e CPI was negligible. Over the whole year, prices increased by

just under 2 percent.

Pmxamu_Income

The growth in the level of real personal income per capita is a

direct measure of theextent to which the economy provides

increasing standards of living. Increasing levels of personal

income tend to reduce the Size of the poverty population.

Similarly, and ofdirect relevance to the Food Stamp Program,

rising levels of personal income tend to result in fewe r

households falling below the income eligibility threshold. For

those households that are eligible, rising levels of personal

income tend to make households less dependent on Food Stamp

Program benefits.

In contrast to the periodfrom 1960 throughthe third quarter of

1981, when real per capita personal income grew at an average

annual compound rate of about three percent, personal income fell

during Fiscal Year 1982, coincident with the implementation of

OBRA. Between the last quarter Of Fiscal Year 1981 and the last
%

quarter of Fiscal Year 1982, real per capita personal income

dropped by 2 percent. This downward trend was reversed during

Fiscal Year 1983, and real per capita personal income rose by 2

percent. Overall, however, real per capita personal income

showed a small net reduction over the 2-year period.
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Real per capita labor income showed a similar trend: declining

in Fiscal Year 1982 and rising by the end of Fiscal Year 1983.

However, real per capita labor income did not decline as greatly

as total personal income in Fiscal Year 1982, and it rose-at a

faster rate in Fiscal Year 1983. By the end of the 2-year

period, real per capita labor income showed a slight net gain.

Although labor income represents roughly two-thirds of total

personal income, the proportion of food stamp households

receiving labor income is typically low. Based on recent Food

Stamp Quality Control samples, less than 20 percent of all food

stamp households in any month receive income in the form of

wages, salaries, or se_f-employment earnings. The large majority

of food scamp households receive instead one or more kinds of

transfer income.

The most significant source of transfer income is AFDC. Over 40

percent of all food stamp households receiv e AFDC, and among

these households AFDC benefits account for roughly 80 percent of

their total income. For 3 years prior to implementation of OBRA,

real per capita AFDC income remained relatively stable (with a

slight rise during the 1980 recession). 1_/ However, during the

year after the implementation of OBRA, per capita AFDC income

measured in real dollars dropped almost 7 percent. This decline

10/ Per capita AFDC income does not represent the average AFDC
benefit to actual recipients. AFDC income measured in per capita
amounts reveals the change in total outlays due to the change in
the number of participants as well as the average benefit payment

to those participants. .'

e
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in per capita AFDC income during a t'ime of economic recession

suggests that real income declined for a sizable portion of the

food stamp eligible population and, as a result, food stamp

benefits increased, partially compensating for the loss of
°

income.

_ Rates

The size of the population eligible for the Food Stamp Program is

closely linked to the size of the poverty population, but there

are important differences in the two groups. With the

implementation of OBRA, most households can have gross incomes as

much as 30 percentabove the poverty threshold and stillbe

eligible for food stamps. Households with elderly or disabled

members can have even higher income. The Food Stamp Program

applies both an income and an asset tes t to determine

eligibility. Many of the people counted as poor because of low

income have other resources that exceed the asset limit.

Differences in accounting periods for counting income and in the

definition of household composition also affect the relative size

of each group.

Table 4.1 illustrates the relationship between the official coun t

of the poverty Population in 1982 reported by the Bureau of the

Census and Food Stamp Program participation. The reported

poverty count is first adjusted for the conceptual differences

between the definition of poverty and food stamp eligibility
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Table 4.1

Reconciliation of AnnualPoverty Count and Average
Monthly Food Stamp Program Participation

Calendar Year 1982

Number of People Percent
(in millions)

Reported Poverty Count 34.4
Adjusted for:
o _ousehold composition - 4.7 . -13.6%
o Asset limits - 6.6 -22.4
o Accounting period + 1.6 + 7.1i

Estimated _SP Eligibles in
Poverty Population 24.7

Average Monthly FSP Participants _L/ 20.6
Adjusted for=
o Non-poor participants - 1.3 - 6.5

Adjusted FSP Participants - 19.3

Percentage of Eligible Poverty
Population Receiving Food Stamps 78.1

Source= Food and Nutrition Service, USDA.

A/Average numberof food stamp participants in Calendar Year
1982, excluding Puerto Rico.

°
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rules. 11/ This suggests that just over 70 percent of the people

with annual income below the poverty line were eligible for food

Stamps in an average month of 1982. Of the roughly 25 million

people who were eligible for food stamp, approximately 19 million

(or 78 percent) actually participated in the program in 1982. If

this relationship has been constant over time, then increases in

the size of the poverty population should be expected to increase

the number of people eligible for food stamps. And since the

participation rate among the program eligibles is quite high, an

increased number of eligibles should increase the number of

program participants. Thus, an awareness of the trends in

poverty is important to the understanding of the Food Stamp

Program.

The overall poverty rate did not change much throughout the

1970's, remaining stable at 11 to 12 percent of the population.

Since 1978, the rate has been rising steadily, from just over 11

percent to 15 percent in 1982, a 32 percent increase in 4 years.

The number of persons with income below the poverty line

increased by 40 percent over this period, from over 24 million in

1978 to more than 34 million in 1982.

There is a strong relationship between each of the indicators

discussed so far--namely unemployment, inflation, and personal

income--and poverty status. Indeed, each of these indicators is

11/ These adjustments rely on estimates from a variety of sources
and are subject to some error. As an illustration of the general
direction and magnitude of each adjustment, however, the
estimates are apprcpriate.
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simply one measure of general economic conditions. And changes

in aggregate economic conditions are a major factor in the broad

movements of the poverty rate over the last two decades. From

1959 to 1969, real GNP per capita rose 32 percent, and the

poverty rate fell over 10 percentage points. From 1969 to 1979,

growth in real GNP per capita slowed to 22 percent, and the

poverty rate fell less than i percent. The rising trend in

poverty since 1978 has been accompanied by a 1 percent decline in

real GNP per capita over the past 4 years.

Long term socioeconomic trends also have an. impact on the size

and composition of the poverty population and, in turn, the Food

Stamp Program. Three trends are particularly significant:

o The rapidly rising prevalence of the female-headed family;

o The increasing proportion of the population that is elderly;
and

o The recent increase in poverty among male-headed families.

The effects of these trends are seen, at least indirectly, in the

composition of the food stamp caseload. In August 1982, 70

percent of all food stamp households were headed by women,, and 45

percent were led by women with children. Twenty percent of all
o

food stamp households had at least one person 60 years old or

older.

The poverty rate for female-headed families has always been

relatively high. The poverty rate among these families increased
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from 38 percent in 1978 to 42 percent in 1982. Although this

increase isless than the overall increase in poverty rates over

the same _eriod--ll percent compared to 32 percent--the number of

families headed by women has grown dramatically in recent years.

In 1959, persons in non-elderly female-headed families

represented less than 7 percent of the total population. By

1982, that ratio had increased to nearly 12 percent.

The proportion of elderly in the population was increasing at the

same time, from less than 9 percent in 1959 to over 11 percent in

1982. poverty among the elderly has dropped dramatically over

the last two decades, however. The poverty rate for elderly

persons, which has historically been well above the overall

poverty rates, fell below the overall rate for the first time in

1982. Most of this decline occurred in the 1960's and the early

1970's with the growth of transfer programs targeted to the

elderly, the indexing of those programs, and the growth of

private pension plans.

Persons in male-headed families have traditionally had low

poverty rates. Nearly all of these people are members of

traditional husband and wife families, since 1978, however, the

poverty rate among these families has increased from less than 6

percent to nearly 10 percent, a 66 percent increase. This is the

largest rate of increase in the poverty rate since 1978 for any

family type.
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CHAPTER FIVE: FOOD STAMP PROGRAM PARTICIPATION AND COST

In Fiscal Year 1983, the Food Stamp Program issued more benefits

to more people in the United States than ever before. When OBRA

and the Farm Bill were enacted, FNS estimated that the new laws--

in isolation from any other concurrent changes--would reduce

total program costs by about $2.4 billion in Fiscal Year 1982 and

$1.9 billion in Fiscal Year 1983, and reduce program

participation by fewer than i million people. The 1982

Amendments were expected to save an additional $500 million in

FisCal Year 1983. The actual ·savings were less than perdicted.

This illustrates the theme developed so far: the size and cost

of the Food Stamp Program are not determined simply by

legislative changes to the program but rather by the interaction

of these actions with changes in other programs and in the

economy. The pattern of recent program experience--in terms of

the number of participants each month, total program

expenditures, and the average benefit per person--reflects this

interaction.

This chapter reviews administrative data on the number of

participants, their a%erage benefits, and total program costs

from Fiscal Year 1980 through 1983, a period spanning

approximately 2 years before and after the implementation of

OBRA. These data are based on a series of periodic reports

submitted by every State agency to the Food and Nutrition
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Service. ],2Y'. These reports show changes in the level of

participation and benefits in every month over this 4-year

period. It is not possible, however, to quantify the separate

impacts of. the food stamp legislative changes, coincident changes

in related income maintenance programs, or concurrent economic

events. The changes in program participation and cOSt reflected

in these data are the cumulative result of all three factors.

Only information from the 50 States, the District of Columbia,

Guam, and the Virgin Islands is included in this chapter. For

the sake of consistency, information from Puerto Rico is excluded

from the entire 4-year period. The Food Stamp Program was

available in Puerto Rico until July 1982. At that time, food

stamp participants in Puerto Rico were transferred to a Nutrition

Assistance Program--funded as a block grant--established by OBRA.

FNS adminstrative records after July 1982 no longer include

Puerto Rico and, thus, show a sharp decline in Food Stamp Program

participation and cost even though most former food stamp

participants continued to receive benefits under the Nutrition

Assistance Program. To illustrate trends over this period more

12/ The data are derived from the following FNS reports: FNS-
256, Project Area Participation and Coupon Issuance (actual
participation counts reported for one month each quarter); FNS-
388, State Coupon Issuance and Participation Estimates (estimates
of participant counts in each month); and FNS-250, Food Coupon
Accountability Report (a reconciliation of the value of food
stamp coupons issued from inventory).
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accurately, Puerto Rico has been excluded throughout, ll/

The chapter is organized as follows. First, monthly variations

in the average number of participants and the average benefitper

person are examined for each year. This examination shows a

small decline in average participation in Fiscal Year 1982 after

implementation of OBRA bu t a sharp increase in Fiscal Year 1983.

Average benefits per person followed a similar pattern. In both

instances, there is substantial monthly variation within each

year. The chapter concludes with a discussion of total program

costs. This discussion also looks at the impact of OBRA, the

Farm Bill, and the 1982 Amendments--particularly the provisions

within these laws that altered cost-of-living adjustments--on

total program costs in 1982 and 1983.

Participation

Variations in the number of food stamp participants in any month

over the course of _ year (or years) occur for several reasons.

Changes in program design--tightening or relaxing eligibility

rules, changing benefit levels, or expanding geographi c

coverage--can have a direct effect on food stamp participation.

Program participation responds to changes in the business cycle

Puerto Rican food stamp participants before July 1982 and
Nutrition Assistance Program participants after July 1982 could
have been included in the analysis. While this would have
increased both the average number of participants and the total
cost of the program in each of the four years, it would not have
changed any of the conclusions presented in this chapter.
Chapter 7 describes the effect of the block grant in somewhat
more detail.
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as well. As the economy enters into a recession and unemployment

rises, more people enter the program and fewer leave. As the

economy recovers, program participation falls. There is also a

historic seasonal pattern with the number of participants

typically highest in the winter and lowest during the summer and

early autumn.

The only major Change affecting eligibility for the program over

this period was the introduction Of a gross income ceiling in

OctOber 1982. In the absence of any other change, the new

eligibility rule should have resulted in fewer participants

during Fiscal Year 1982 since some former participants became

ineligible. Most of this decline should have been seen in the

first and second quarters of the fiscal year as households with

incomes more than 30 percent above the poverty line were removed.

'Once this adjustment to the target population was made, it was

expected that the program would z'espond to the business cMcle and

normal seasonal trends. Indications of each factor--the

introduction Of new eligibility rules, counter-cyclical reactions

to the economy, and seasonal patterns--are visible in figure 5.1.

This figure depicts the number of food stamp recipients in the

United States, Guam, and the Virgin Island for each month of the

last four fiscal years. Table 5.1 presents the same information

averaged over each year.

Participation increased steadily throughout most of Fiscal Year

1980, with particularly rapid growth in the fi.rst h_if of the

year. This steady and rapid rise, overriding the ncrmal seasonal



Figure 5.1
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Table 5.1

Food Stamp Program Participation
(Number in millions)

Fiscal Average Monthly Unemployment
Year Participation gL/ Rate

1980 19.2 6.7%

1981 20.6 7.4

1982 20.3 9.1

1983 21.6 10.1
,mm,mommm_ _ m_t _l

Source: Food and Nutrition Service, USDA.

A/ Number of food stamp participants in the 50
States, the District of Columbia, Guam, and the
Virgin Islands. Excludes participants in
Puer to Rico.
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trend, was largely a residual effect of the implementation of

reforms in the Food Stamp Act of 1977--particularly the

elimination of the purchase requirement--and increased

unemployment caused bY the 1980 recession. The average number of

participants over the course of the fiscal year was 19.2 million.

Fiscal Year 1981 witnessed additional growth in the average

number of participants--rising to 20.6 million persons--and a

return of the expected seasonal variations. With the

unemployment rate stabilized at about 7.4 percent throughout

Fiscal Year 1981, program participation rose to a peak of nearly

21.2 million people in March 1.981 and then declined through the

spring and summer.

°

Coincident with the beginning of implementation of major OBRA

changes in the first quarter of Fiscal Year 1982, participation

began to rise again and continued to do so until March 1982,

reaching a peak of 20.9 million persons, about 300,000 below the

peak a year earlier. Over the entire year, average monthly

participation was 20.3 million persons, about 1 percent lower

than Fiscal Year 1981 despite an increase in the average

unemployment rate to 9.1 percent. This may be an

indication of the effect of the new gross income limit· This

change, implemented between October 1981 and January 1982, was

expected to reduce the existing caseload by 825,000 people (those

with income more than 30 percent above the poverty line)· The

concurrent increase in the unemployment rate should have added
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2.1 million new participants to the caseload if the historic

relationship between unemployment and food stamp participation

still held. _ The observed decline suggests that the effect of

recent legislative change (particularly the gross income limit)

was larger than expected, the influence of the most recent

recession on participation was altered somewhat, there were other

changes in the decision of people eligible for the program that

restrained their participation, or some combination of these.

The information currently available does not permit a

determination of which explanation is correct.

The number of recipients jumped ma{kedly during the first half of

Fiscal Year 1983, reaching 22.6 million persons in March i983.

Participation fell steadily during the second half of the year,

dropping to 21.1 million in September 1983. The average monthly

number of participants over the course of the year was 21.6

million people, the largest average caseload since the beginning

of the Food Stamp Program. The rapid rise in Fiscal Year 1983

may suggest that the cumulative effects of the weakened economy

gradually Swamped the initial effects of OBRA. From July 1981 to

December 1982 the unemployment rate increased from 7.2 percent to

10.8 percent. The number of unemployed persons increased 53

percent over the same period, from 7.9 million to 12.0 million.

Theaverage time unemployed was 18 weeks in December 1982, nearly

/_ A standard rule-of-thumb derived from a regression model of
food stamp participation, suggests that each percentage point
increase (or decrease) in the unemployment rate is associated
with an increase (or decrease) of 1 million food stamp
par tic ipants.
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5 weeks longer than a year earlier. Each of these are indicators

of a steadily increasing potential demand for food stamp

benefits. The decline in food stamp participation since March

1983 is consistent with both normal seasonal trends and the

strong eocnomic recovery, seen most dramatically in the

improvement in the unemployment rate, falling to 8.0 percent in

January 1984, just over one year after its peak.

The increase in food stamp participation between Fiscal Years

1981 and 1983 was not distributed uniformly across the country.

States in the Midwest region--a region that includes Michigan,

Ohio, and Illinois--experienced the largest i_crease of any

re_ion by far, a total of 668,000 persons (see table 5.2).

Participation also increased in the Southwest, Mountain Plains,

and Western regions, with the largest percentage increase (nearly

19 percent) occurring in the Mountain Plains region.

Participation in the three eastern regions, the Northeast, Mid-

Atlantic, and Southeast, ran counter to the national trend,

dropping by a combined total of 259,000 persons between Fiscal

Year 1981 and 1983. This represents a decrease of about 2

percent. _-.

Economic and legislative events significantly shifted the

distribution of the nationalcaseload among the regions between

1981 and 1983. In Fiscal Year 1981, 52 percent of all food stamp

participants were located in the three eastern regions; by Fiscal

Year 1983 the figure dropped to 48 percent. The proportion of

all participants living in the Midwest region, increased from 18

Go



Table 5.2

Food Stamp Program Participation and Cost by Region
(Number tn thousands)

Percent of Total Percent of
FNS Region Participants Chan_e Participants Total Cost

1981 1983 Number Percent 1981 1983 1981 1982

Northeas6 _/ 2,794 2,710 -84 -3.0% 13.6% 12.5% 13.3% 12.2%

Hid-Atlantic _/ 2,909 2,861 -48 -1.7 14.1 13.2 13.9 13.4

Southeast 4,972 4,845 -127 -2.5 24.1 22.4 24.9 22.6

Midwest 3,778 4,446 668 17.7 18.3 20.6 18.5 21.6

Southwest 2,494 2,626 132 5.3 12.1 12.2 12.1 12.0

O
Mountain Plains 1,098 1,302 204 18.6 5.3 6.0 5.3 5.9

West 2,584 2,832 248 9.6 12.5 13.1 11.9 12.3

Total 20,628 21,621 993 4.8 100.0 100.0 100.0 100.0

-- mmmmmmmmmmmmm! mm

. Source= Food and Nutrition Service, USDA.

l/ New York was part of the Mid-Atlantic region prior to 3uly 1981. It was then
shifted to the Northeast region. The figures for 1981 are adjusted to include New
York in the Northeast for the entire period.

h/ Participants in Puerto Rico are excluded.



percent to 21 percent. The Mountain Plains, Southwest, and

Western regions showed very modest gains in the proportion of all

recipients.

Some tentative conclusions might be drawn from the pattern of

participation since 1980. The decline in participation between

Fiscal Years 1981 and 1982--from 20.6 million people to 20.3

million in an average month--suggests that a significant,

although still unknown, number of people were affected by the

OBRA changes, particularly the introduction of a gross income

limit. But the basic responsiveness of the Food Stamp Program to

rapidly changing economic conditions was not altered:

o Even as the unemployment rate reached a modern record, the
Food Stamp Program served a record number of people on average
during 1983;

o Much of the increase in participation was seen in areas most
affected by the recession; and

o with recent improvement in the economy program participation
subsided.

Person

The average food stamp benefit per person increased over 25

percent between Fiscal Years '1980 and 1983 (see table 5.3).

Real benefits, after taking account of changes in the cost of

food, increased nearly 10 percent over the same period. _ This

The Consumer Price Index (CPI) for food at home is used to
convert nominal food stamp values into equivalent values measured
in constant 1980 dollars. Because food stamps can be exchanged

only for food, the commodity bundle participants can purchase
diminishes as food prices rise, but is unaffected by changes in
other prices.
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Table 5.3

Average Monthly Food Stamp Benefit Per Person

Fiscal Average Benefit _/ Percent Change g_/
Year

Nominal Real b/ Nominal Real _j'

1980 $34.11 $34.11 ......

1981 39.39 36.09 +15.5% +5.8%

1982 33.05 34.50 -0.9 -4.4

1983 42.99 37.49 +10.1 +8.7

Source: Food and Nutrition Service, USDA.

_/ Average benefit per month among food stamp
participants in the 50 States, the District of
Columbia, Guam, and the Virgin Islands. Excludes
participants in Puerto Rico.

h/Real benefits adjuStedby the change in the
Consumer Price Index for foodat home since Fiscal
Year 1980.

_/ Percent change from average in previous year.



was not a period of continuous growth, however. Between 1980 and

1981, the average benefit per person increased by over $5.25.

Between,1981 and 1982, following implementation of OBRA and the

Farm Bill, the average benefit fell slightly more than 30 cents.

Then between 1'982 and 1983, following implementation of the 1982

Amendments, average benefits increased again by just under $4.00.

The pattern of change in real benefits is very similar, although

the decline between 1981 and 1982 is somewhat larger, falling

roughly 4 percent. By 1983, the real average benefit per person

was higher than ever before in the history of the Food Stamp

Program.

To understand the impacts of the legislated program changes on

average benefits over this period, it is important to recognize

that variations in benefit amounts normally occur both across and

within years. As figure 5.2 illustrates, the average monthly

benefit over the course of a fiscal year masks substantial

variation in monthlybenefits within the year. This figure

provides a graphic illustration of the cyclical pattern of

average benefits per person--characterized by Sharp upward jumps

with each cost-of-living adjustment followed by a gradual decline

until the next adjustment. _ It is also useful to recall the

formula used to determine the appropriate food stamp benefit for

In fact, the use of a fiscal or calendar year is no_ the most
appropriate periodin which to examine long-run trends in monthly
benefits. Because of the cyclical nature of cost-of-living
adjustments, there are obvious and predictable peaks and valleys
in average benefits over time. Because the adjustment schedule
has been changed frequently, these peaks and-valleysdo not occur
_n the same month each year.
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Pi8ure 5.2

Average Food Stamp Bene[tt Per*Person 1980-1983
(By Fiscal Year)

44.QCL #oli..l Benefit

Benefit .... Real Benefit _/_
per (Bile-October 1979) I

fersun 42.0& I

_c_ 31J.OQ aBRA 1982

1981. Amendmmt m

I _/""_.-, I
',, i ,l ,,,.......

I ,--% II · i1
32.CIO- _ yI I

%

t I
I I

3o,oo _ '"-,) I I
· I { I ' ........ _, 'i ' ' 'l i . . I . I --ii iii i_ , i, ii, !_ i ....I iv ! ,I ii, iv
1980 1981 1982 Lq_

Source: Food and Nutrition Service, USDA

Hotez Includes participants in the 50 States, the District of Columbia, Cuam, apd
the Virgin Islands. Excludes participants in Puerto Rico.



each household. The benefit amount is computed by subtracting 30

percent of a household's income (less certain allowable

deductions) from the maximum coupon allotment appropriate to each

household size. Each component of this formula is subject to

change. Thus, there are five factors which determine the pattern

of average benefits.

First, cost-of-liVing adjustments to food stamp allotments are

made periodically to maintain the purchasing power of food stamp

benefits. If food prices rise, nominal benefits will also rise

even if no other change occurs. Second, gross income can change

over time. If average gross income grows, then average food

stamp benefits must fall. If average gross income falls, average

food stamp benefits will grow. Third, the effect of changes in

the deductions from gross income is similar, although in the

opposite direction, to changes in income. Higher deductions lead

to higher benefits, and lower deductions lead to lower benefits.

Fourth, shifts in the average household size (or in the

distribution of households by size) affect the average benefit

per person because of economy-of-scale factors built into the

food stamp allotments. Coupons for households of all sizes are

based on the allotment for 4-person families. The per capita

allotment, however, decreases with increasing household size,

reflecting presumed economies in the purchase and preparation of

food for larger households.
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Finally, increasing the benefit reduction rate increases the

amount of household income counted against the food stamp

benefit, and thus reduces that benefit. While the legislation in

1981 and 1982 did not alter the 30 percent tax rate in the Food

Stamp Program, the intrOdUction of a uniform rate in 1979 (under

the Food Stamp Act of 1977) raised it for some households. In

addition, the effective tax rate depends in part on the

proportion of households that receive the minimum benefit

guaranteed to all eligible 1- and 2-person households.

The level of food stamp allotments, gross income; and deductions

influence the change in the real value of food stamp benefits as

well. In this case, it is not so much the absolute change in

these factors that is important, but rather the relative change

in comparison to food prices. 13_/ If allotments, income or

deductions change at a different rate than food prices, then real

benefits will change. In addition, changes in the benefit

reduction rate or average household size can affect real benefits

independently.

OBRA, the Farm Bill, and the 1982 Amendments were expected to

have a direct effect on several of the components tha t determine

average behefits. The schedules and basis for cost-of-livin g

adjustments to both allotments and deductions were altered. New

gross income limits altered the income distribution of the

17/ There is no reason to expect gross income or deductions to

change in proportion to the CPI for food at home. The CPI is
simply a yardstick against which these changes can be compared to
determine their effect on real benefits.
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caseload. And State agencies started to prorate benefits in the

first month of participation.

Ail three acts delayed or reduced the cost-of-living adjustment

to food stamp allotmentS: OBRA postponing the adjustment from

January 1982 to March, the Farm Bill postponing it again from

March to October, and the 1982 Amendments reducing the adjustment

by 1 percent. Under this'revised schedule, nominal benefits were

not expected to increase Until Fiscal Year 1983. The real value

of food stampbenefits was expected to fall, however, as food

prices continued to rise. The October 1982.adjustment, although

reduced in size, would restore most of the real value of food

stamp benefits.

The information shown in table 5.3 and figure 5.2 is consistent

with these expectations. Table 5.3 shows that average nominal

benefits were basically unchanged in the year following

implementation of OBRA while real benefits fell. The effect of

the delay is also apparent in the continued decline of real

benefits between January and October 1982 shown in figure 5.2.

With the October adjustment, the average benefit per person

surpassed its previous .level. The increase in real benefits

between 1982 and 1983 was the largest since 1975. While most of

the increase in 1983 simply compensated for the erosion of real

benefits during 1982, it indicates that most of the anticipated

savings from delaying the cost-of-living adjustment were only

temporary.
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OBRA and the 1982 Amendments also delayed cost-of-living

adjustments to both the standard deduction and the limit on the

combined value of the dependent care/excess shelter deduction,

first to July 1983 and then to October 1983. Under the previous

law, both deductions would have been adjusted in January 1982 and

again in January 1983_ Without the adjustments, the standard and

shelter deductions were lessthan they would have been, thus

increasing net income and reducing the average real benefit.

The gross income limit imposed by OBRA was expected to affect

average benefits in the opposite direction. The average gross

income of households remaining in the program after excluding

households with relatively high income--more than 30 percent

above the poverty line--should be less. With a smaller average

gross income among households that remain on the program, average

food stamp benefits should be larger.

Another provision of OBRA required State agencies to prorate the

first monthly food stamp benefit for new participants. Before

this change, new participants received the full monthly benefit

regardless of when they applied. Proration reduces the average

benefit in any given month compared to what it would have been

without the change. The size of this effect is a function of the

proportion of new participants to the ongoing caseload and the

timing of applications.

In addition to these changes specific to the legislation enacted

by Congress, eccncric c(:nditions simultaneously affected average



benefits. Chapter 4 noted the net decline of real personal

income--and especially AFDC transfer income--in the general

population between 1981 and 1983. The income of food stamp

recipients tends to grow more slowly than the overall average.

This exerts an upward pressure on the real value of food stamp

benefits. At the same time, food prices grew much more slowly in

1982 and 1983 than in previous years. The ayerage Consumer Price

Index for food at home was 9 percent higher in Fiscal Year 1981

than in 1980; in 1983 thesame index increased only slightly more

than 1 percent from the previous year. The cost of the Thrifty

Food Plan for a family of four actually fell from $255.80 in July

1982 to $249.90 in December of that year. This moderation in

food price increases dampened the impact of the cost-of-living

delays on purchasing power. The reduced rate of inflation

enabled food stamp and other households to make their food

dollars go further.

From the discussion provided in chapter 3, it should be clear

that the pattern of average benefits was also affected by changes

in other relate d programs. Benefit changes in AFDC, for example,

would have caused increases in both nominal and real food stamp

benefits among affected households. Such food stamp benefit

increases counteract the direct effects of food stamp program

changes.

In summary, the changes in average benefits observed between 1980

and 1983 are the result of a complex array of conflicting causes,
e
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some under the direct control of Congress and some not. While

there is not sufficient information to measure the separate

impact of these factors, the general pattern of change is

consistent with expectations regarding the effect of the

legislatiqn and the economy:

o Nominal benefits per person changed very little between Fiscal
Years 1981 and 1982 and then increased in 1983 after the

October 1982 cost-of-living adjustment to food stamp
allotments;

o The real value of food stamp benefits per person fell between
Fiscal Years 1981 and 1982 then increased to the highest level
ever in 1983 after the cost-of-living adjustment;

o The moderation of food price increases dampened the effect of
the delayed cost"of-living adjustments; and

o These changes reflect the interaction of specific actions in
OBRA, the Farm Bill, and the 1982 Amendments (such as the
introduction of the gross income limit and proration), changes
in income from other programs, and changes in the general
economy.

Total Proqram Costs

The total cost of the Food Stamp Program is largely a function of

the two factors just described: the number of food stamp

recipients and their average food stamp benefit. With increases

in the number of participants and thevalue of the average

benefit, total program costs increase· Thus, the general trends

in total cost shown in table 5.4 echo the trends in participation

and average benefits.

Briefly, the Food Stamp Program cost more in 1983 than ever

before. The cost of the program was $11.9 billion in Fiscal Year
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Table 5.4

Total Food Stamp Program Cost
(Dollars in billions)

,wt

Total Cost gL/ Percent Change g./
Fiscal ...........

Year Nominal Real _/ Nominal Real _'

1980 $8.28 $8.28 ......

1981 10.17 9.32 +22.8% +12.6%

1982 10.18 9.00 +0.1 -3.4

1983 11.90 10.38 +16.9 +15.3

Source: Food and Nutrition Service, USDA.

iU' Total program costs (including benefits and
administrative costs} in the 50 States, the District

of Columbia, Guam, and the Virgin Islands. Excludes
program costs in Puerto Rico.

h/Real cost adjusted by the change in the Consumer
Price Index for food at home since Fiscal Year 1980.

_/ Percent change from total cost in previous year.
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1983, 17 percent higher than the $10.2 billion cost in 1981 and

1982, and 44 percent higher than the cost in 1980. Even after
I

adjusting for inflation, program expenditures were 11 percent

higher than in Fiscal Year 1981 and 25 percent higher than in

1980. The real Cost of the program fell 3 percent between 1981

and 1982, again reflecting the net effects of OBRA and the

changing economy on the number of participants and their average

benefit described earlier in this Chapter.

From a different perspective, it is useful to consider what the

Food Stamp Program would have cost had Congress not enacted OBRA,

the Farm Bill, and the 1982 Amendments. If the policies in place

before O_RA had continued unchanged, the Food Stamp Program would

have cost approximately $14.2 billion in Fiscal Year 1983. lfL/

This is about $1.5 billion more than the actual cost of $12.7

billion (including the Puerto Rico block grant). Approximately

$310 million can be attributed to provisions that slowed the rate

of benefit growth without reducing benefits (such as delayed

cost-of-living adjustments and the repeal of certain increases to

deductions that had not yet been implemented). About $530
o

million can be attributed to provisions that tightened

1_/ This estimate is based on a regression model of Food Stamp
Program participation normally used to forecast program size and
cost. Actual program participation data through Fiscal Year 1981
and economic indicators through Fiscal Year 1983 were inserted in
the model and used to predict program participation and cost in
1983. The predicted value was then compared to the actual cost
to estimate the aggregate savings due to legislative and other
changes. This approach, of course, is subject to some error, and
it is not possible to disaggregate the net savings by specific
provisions in OBRA, the Farm Bill, and the 1982 Amendments. This
estimate is still preliminary and may be refined for the final

report.
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eligibility requirements to target benefits to those in greater

need. Another $385 million came from changes designed to tighten

benefit design (such as the proration of initial benefits for new

applicants) and $85 million from new incentives for 'States to

improve program management (such as an increased State liability

for erroneous payments). The last $190 million was saved by

creating a block grant for the Puerto Rico Nutrition Assistance

Program.

The current estimate of $1.5 billion in Fiscal Year 1983 savings

is less than the estimates offered at the time the legislation

was considered, both by USDA and the Congressional Budget Office.

Those estimateS--particularly the ones dealing with cost-of-

living adjustments to the maximum coupon allotments, the standard

deduction, and the maximum dependent care/excess shelter

deduction--were sensitive to certain underlying economic

assumptions. In retrospect, the assumptions of that time
°

generally overestimated the rate of food price inflation and thus

caused overstatements of both total program costs had the

services then in place been maintained and the potential effects

of delaying the scheduled updates. (This was offset to some

extent by underestimates of the unemployment rate, leading to

understatements of program costs.) While a complete assessment

of the budgetary effects of the legislated changes is not

possible in this report, it is instructive to re-examine the

effects of delaying the cost-of-liVing adjustments with the

advantage of hindsight. Revised estimates .of the budgetary

impacts of these changes are shown in table 5.5 along with FNS'
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Table 5.5

Estimated Savings from Cost-of-Living Adjustments
(By fiscal year, in millions of dollars.)

1982 1983

Provision Revised Original Revised Original

Omnibus _ Reconciliation
A=t of 1981

Food Stamp Allotments -$208 -$240 $ 48 -$235
StandardDeduction -180 -298

Dependent Care/Excess -123 -305
ShelterCap -53 -93

Subtotal -441 -363 -439 -540

Distribution _ .
of 19el

Food Stamp Allotments -415 -700 +493 +266

Food oe
1982

Food Stamp Allotments 0 0 -191 -180
Standard Deduction 0 0 -30 -28

Dependent Care/Excess
ShelterCap 0 0 -12 -12

Subtotal 0 0 -233 -220

Total -856 -1,063 -179 -494
J

Percent of Original Estimate 81% 36%

Source: Food and Nutrition Service, USDA.
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original estimates based on the economic forecasts then

available.

t

Before the enactment of OBRA, food stamp allotments were to be

updated in January of each year based on the projected cost of

the Thrifty Food Plan (TFP) in the preceding December. The final

result of the three laws was to delay these updates to October of

each year and base them on 99 percent of the cost of the TF P in

the preceding June. This change proceeded in three stages (see

Chapter 2).

First, OBRA postponed the update for 3 months and staggered

subsequent updates 15 months apart. This change reduced the
i

increase in program costs by nearly $210 million in Fiscal Year

1982 but less than $50 million in Fiscal Year 1983.

The Farm Bill subsequently shifted every update to October with

the adjustment based on the cost of the TFP in the previous June.

As a result, no adjustment to food stamp allotments was made in

Fiscal Year 1982. This change reduced program costs by $41_

million in Fiscal Year 1982 but _J_J_.AW_ program costs from

their anticipated level after enactment of OBRA by nearly $500

million in Fiscal Year 1983.

The 1982 Amendments changed the basis of the October adjustments

to the cost of the TFP in the preceding june less 1 percent.
, I

This approach reduced program costs by $190 million in Fiscal

nc



Year 1983.

In combination, all of the changes to the maximum allotment

updates reduced program costs nearly $625 million in Fiscal Year

1982 but added $255 million in 1983. /9./ In both years, the

revised estimates are different from the original estimates made

at the time each law was under consideration. This difference is

principally due to the substantial reduction in food price

inflation over the last 2 years coupled with periods of actual

price deflation. At the time OBRA was enacted, the cost of the

Thrifty Food Plan for a family of four was projected to increase

8 percent over the course of Fiscal Year 1982 (from September

1981 to September 1982) and over 6 percent in 1983. In fact, the

cost of this plan increased only 2 percent An 1982 and just over

I percent in 1983.

1_/ The maximum allotment for a family of four was $253 during
all of Fiscal Year 1983. If none of the legislative changes had
been made, the maximum allotment would have been $246 during the
first quarter of the fiscal year and $250 for the last three
quarters. Four-person household benefits were $7 higher for
three months, and $3 higher for nine months as a result.
Households with fewer members would have experienced smaller
differences, and those with more members would have experienced
larger differences. The January 1982 adjustment was to be based
on the projected cost of the Thrifty Food Plan in December 1982.
it is not clear how this projection would have been made, nor
whether it would have captured the decline in food costs that
actually occurred (falling from $252 in September to $250 in
December). It is likely, however, that the Department would not
have made this forecast without waiting for information on food
prices through at least October, and possibly November, to
minimize the potential error. Consequently, this analysis uses
the actual cost of the TFP in December.
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Both OBRA and the 1982 Amendments enacted delays to the standard

and maximum shelter deductions as well. OBRA postponed the
t

scheduled adjustment from January 1982 until July 1983, and the

1982 Amendments further delayed the adjustment until October

1983. If the updates originally scheduled for January 1982 and

January 1983 had occurred; most households would have been

entitled to higher deductions from their gross income, and,

therefore, to higher food stamp benefits. The delays, while

saving money by postponing scheduled increases, did not reduce

the existing benefit of participants. The net result of the

delays was a redUCtion in program Costs of over $230 million in

Fiscal Year 1982 and nearly $435 million 1983. In this instance,

the revised savings estimates are somewhat larger than the

originalestimates. .

The most apparent conclusion from the comparison ofthe Agency's

original estimates to the revisions (and from a recent analysis

of the Congressional Budget Office's estimates) is that savings

from the cÙst-of-living delays were less than predicted onthe

basis of the best informationavailable at the time of enactment,

particularly for Fiscal Year 1983. All of the cost-of-living

provisions reduced program costs by $856 million in Fiscal Year

1982, or just over 80 percentof the anticipated level. These

same provisions saved $179 million in Fiscal Year 1983, only 36

percent of the anticipated savings. The reduced effect of the

cost-of-living delays was a direct consequence of lower than

expected inflation rates.



But in addition to reducing savings from the cost-of-living

delays, the lessening of inflation also, and just as importantly,

reduced _he total cost of the program. The estimates of current

services offered at the time this legislation was considered was

based on a presumed cost of the Thrifty FOod Plan that is now
/

known to have been too high. Consequently, the estimated cost of

current services was also too high. In fact, the size of this

error is roughly equal to the difference between the Agency's

original and revised estimates of the cost-of-living delays. The

net effect of both errors--overestimated savings and

overestimated baseline costs--is roughly zero.

In summary:

o Total program costs reached $11.9 billion in Fiscal Year 1983,
following a year of almost no change between 1981 and 1982;
and

o Modifications to the schedule of cost-of-living adjustments
reduced program costs by over $850 million in 1982 and $180
million in 1983.
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CHAPTER SIX: CHANGES IN FOODSTAMP HOUSEHOLD CHARACTERISTICS

In the discussion to this point, it has been noted that the size

and cost of the Food Stamp Program is influenced by a complicated

set of factors, both legislakive and economic. These same

factors can affect th e characteristics of food stamp participants

as well as their number. At the time OBRA was enacted, for

example, it was recognized that the implementation of the gross

income limit would have a disproportionate effect among

households with earnings because they were more likely to have

higher income. Th e effect of this provision should be seen in a

smaller number and proportion of households with earnings in the

food stamp caseload. The deepening recession and rising

unemployment should have the same effect. Because households

with elderly Or disabled members were exempted from the new

provisions affecting eligibility, no changes in either their

number or proportion were expected. Other changes in the

legislation and in the economy might be seen in the distribution

of income and food stamp benefits.

This chapter explores recent changes in the composition,

characteristics, and economic status of households in the Food

Stamp Program using three samples selected for review as part of

the Food Stamp Quality Control System. _ The three time

mllmmmtmmmmlmmlmmmmmmmm!

2_/ This system, an ongoing review of food stamp household
circumstances to determine whether eligibility and benefits have
been correctly determined, also provides estimates of caseload
characteristics. The Quality Control system is described in more
detail in appendixD.

B9



periods observed--August of 1980, 1981, and 1982--represent the

Food Stamp Program about a year before, two months before, and

almost oneyear after implementation of the Omnibus Budget

Reconciliation Act of 1981 began.

In most cases the separate impacts of food stamp legislation,

changes in other related social programs, and the changing

economy cannot be measured precisely. It cannot, for example, be

determined whether differences in caseload characteristics are

· due to changes in the circumstances of ongoing participants, to

changes in the circumstances of new participants, or--most

likely--to some combination of both. /1/ Furthermore,

characteristics of the food stamp caseload change over time even

in the absence of major legislative changes. Information from

August 1980 is includ ed tO illustrate this point. While the

underlying dynamics of food stamp participation cannot be

controlled with these three cross-sectional samples, changes

between August 1981 and 1982 can be considered in the context of

changes over the previous year.

The discussion in this chapter focuses on the provisions enacted

in OBRAand the Farm Bill. The August 1982 sample Will serve as

a baseline for measuring changes aue to the 1982 Amendments, but

This is a limitation of any cross-sectional sample, not just
the Quality Control samples used here. The Food and Nutrition
Service plans to develop a longitudinal sample that tracks
household circumstances over time, thus permitting better
measurements of these effects as well as changes in the behavior
of individual participants. The results of this analysis will be
included in the final report to Congress.
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data from the period following implementation of these amendments

are not yet available. There are also a number of provisions in

OBRA and the Farm Bill that were expected to affect relatively

few participants (such as strikers, aliens, and boar6ers).

Although the effect of the legislated changes may have been quite

large for members of these Particular groups, the Quality Control

samples used here are not sufficient to measure these Changes.

This chapter is organized as follows. ,It begins with a

discussion of basic changes in food stamp caseload composition,

focusing on the proportion of households of special interest:

households with earnings, with elderly members, and with

children. It khen discusses changes in the amount and source of

income available to these households. This is followed by a

discussion of net income and the various deductions from gross

income. The next section looks at changes in average food stamp

benefits between the three survey months. The chapter concludes

with an analysis of the effects of postponed cost-of-living

adjustments on average benefits in August 1982 and January 1983.

Q_ Composition

Table 6.1 shows the level of Food Stamp Program participation and

unemployment in August 1980, 1981, and 1982. 22/ Although the

August 1982 unemployment rate was much higher, food stamp

participation changed very little from August 1981. But the

composition of the food stamp caseload changed in a number of

small ways (see table 6.2). e
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Table 6.1

Food Stamp Program Participation in Sample Months

August August August
1980 1981 198.2

Food Stamp Program Participation _/

People (millions) 20.1 20.4 20.5
Households (thousands) 7.4 7.6 7.5
Average Benefit Per Person $34.25 $40.37 $38.54

Unemployment Rate (percent) 7.6 7.4 9.9
e

Source: Food and Nutrition Service, USDA.

Note: These data are based on periodic reports to FNS from
State agencies. Estimates from the Quality Control
samples shown in the balance of this chapter differ
somewhat from these reports.

A/ ParticipaNts in the 50 States and the District of Columbia.
EXcludes Puerto Rico, Guam, and the Virgin Islands.
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Table 6.2

eu-her, Proportion, and Average Size o.f Selected Food Stamp Households
(Number in thousands)

,August 1980 August 1981 August 1982i

. Average Average Average ,
Number Percent Site Number Percent Size Humber Percent Size

q

Households '
with hrners 1,356 18.5 3.7 1,513 19.7 3.6 1,316 17.6 3.7CA)

eoueeh61ds "
with glderly ·1,653 22.'6 1.6 1,611 20.9 1'.5 1,469 19.6 1.6

Sousehoids .'
with Children 4,388' 59.9 3.8 4,346' 56.4 3.6 4,360 58.2 3.7

Total 7,139 100.0 2.8' 7,698' 100.0 2.7 '7,487 100.0 2.8

Sourest Food St_mp 0uallty Control samples tar August 1980, August 1981, and August 1982.

Hater In this and succeeding tables, August 1980 tmbulations, do not include Alaska·or Hawaii
·.'(52 thousand households). Tabulations for 1981 and 1982 represent all 50 States and the

District of Columbia. Puerto Rico, Guam, and the Virgin Islands are not included in any
tabulations.
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o The number of food stamp households with earnings fell from
1.5 million to 1.3 million, or from 20 percent of the total
caseload to 18 percent.

o The number of food stamp households with elderly members fell

. from 1.6 million to 1.5 million, from 21 percent of the
caseload to 20 percent.

o The number of food stamp households with children changed %ery
slightly, but as a proportion of the total caseload they
increased from 56 percent to 58 percent.

o The average food stamp household size increased from 2.7 to
2.8 persons.

The change in the number of households with earnings was

predictable. The new gross income limit made some higher-income

households--many of which had earnings--ineligibIe for food

' stamps. At the same time, rising unemployment would be expected

to result in fewer jobs among current participants and in fewer

employed persons among new participants. Both factors are

reflected in the observed decline in the number of food stamp

households with earnings.

The change in the number of households with elderly members was

not anticipated. The reforms enacted in OBRA were designed to

preserve food stamp eligibility for the low-income, aged

population. The elderly were specifically exempted from the

/// The values reported in table 6.1 are based on the
administrative data described in chapter 5. The remaining tables
in this chapter are based on the Food Stamp Quality Control (QC)
samples in the selected survey months. Some differences in these
data will be apparent. Most of the difference is due to sampling
error. Because the QC surveys are based on a sample of food stamp
households, there is some uncertainty associated with the

estimates. In addition, the population from which the QC samples
are drawn excludes certain categories of households although the
number of excluded households is quite small.
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gross income test, for example. Because of such special

protections, itwas thought that the number-of food stamp

households with elderly members should remain stable, ahd the

Proportion of such househ°lds might actually increase as other

households became ineligible. Instead, both the number and

proportion fell.

This result cannot be fully explained from the data at hand. The

observed decline, however, is consistent with other trends. The

decline can be seen as a continuation of a trend observed since .

November 1979 when 24 percent of all food stamp households

included a t least one elderly member. This proportion has fallen

in every survey since. More generally, the decline is consistent

with overall trends in the poverty population and in other

programs targeted to loW-income elderly. From 1981 to 1982 the

number of persons age 65 or over with income below the poverty

line declined by almost 3 percent. _ The poverty rate for

elderly Persons, which has historically beenwell above the
I

overall povertyrate, dipped below the overall rate for the first

time in 1982. At the same time, the numbe£ of persons

participating in SSI because they were aged was falling. Between

. December 1980 and December 1981, participation in this component

of the' ssi program fell from 1.8 million to 1.7 million people.

U.S. Department of Commerce, Bureau of the Census.
and Statusof and in the un t.d
1982 Data th-

_L_.X3., July 1983.
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By December 1982, the number had dropped to 1.6 million, a total

reduction of 14 percent. 2_4/

Given the decline in the number of households with earnings or

with elderly members, the increase in the proportion of

households with children is not surprising even though the number

of such households did not change much. In both 1980 and 1981

roughly three-quarters of these households were headed by women,

and most of these received AFDC in addition to their food stamp

benefit.

These changes in composition are also seen in the average size of

a food stamp household. After falling from 2.8 persons in August

1980 to 2.7 persons in August 1981, the average rose again to 2.8

in August 1982. This is consistent with the larger proportion of

households with children (which are larger than average) and the

smaller proportion of households with elderly members (which are

smaller than average).

Gross Incom

Between August 1981 and August 1982:

o Average monthly gross income among food stamp households
increased more slowly (and average real gross income fell more
quickly) than in the previous year;

2_4/ U.S. Department of Health and Human Services, Social Security
Administration. Social _ _: .Annual Statistical
_/p._._m en t, 1982.
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o The percentage of households with income above the poverty
line fell and the percentage with income below half of the
poverty line increased; and

o The impact of program benefits on income adequacy among the
very poor was maintained..

As shown in table 6.3, average monthly gross income per household

rose from $349 in August 1981 to $356 in August 1982, a 2 percent

increase. This is in contrast to a 7 percent increase seen from

1980 to 1981. Gross income per person, which had risen 11

percent from August 1980.to August 1981, remained virtually

unchanged from 1981 to 1982.

After taking into account increases in the cost of living over

this period, real average income of food stamp households

continued a decline noted in previou s years. Despite a reduction

in the rate of inflation (which was about 11 percent from August

1980 to August 1981 and about 6 percent from August 1981 to

August 1982), real gross income per household fell slightly

faster from 1981 to 1982 than it had over the previous year.

Because of the shift toward larger households in 1982, average

real income per person declined even more rapidly than real

household income, falling about 6 percent from 1981 to 1982

following no real change over the previous year.

The decline in the real income of food stamp households is also

reflected in the distribution of participants with respect to the

poverty line. As Shown in table 6.4, the poverty rate for food

stamp households--the percent of all households with gross income

t
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Table 6.3

Average Gross and Net Income of Food Stamp Households

_s_u_m_m_m__B_mm_jB_m_mm_m_mmlmi_Bm_m__m_m_mm_m__m_m_mm

Nominal Income Real Income m/

August 1980 August 1981 August 1982 August 1980 August 1981 August 1982

Income

Average per household $326 349 356 326 315 303_o
co Percent change b/ --- +7.1 +2.0 .... 3.4 -3,8

Average per person $116 129 128 116 116 109
Percent change --- +11.2 -0.8 --- 0 -6.0

Net

Average per household $194 196 205 194 177 175
Percent change --- +1.0 +4.6 .... 8.8 -1.1

Average per person $ 69 73 74 69 66 63
Percent change -- +5.8 +1,4 -- -4,3 -4,5

source: Food Stamp Quality control samples for August 198ff, August 1981, and August 1982.

_/ Real income adjusted by change in CPI for all items since August 1980.
e

JZ/ Percent change measured from previous year.



Table 6.4

Poverty Status of Food Stamp HOuseholds
(Percent of all households)

Gross Income as a

Percent of Poverty _L/ August 1980 August 1981 August 1982

50% or Less 33.4% 35.'8% 42.1%
51-100% 59.3 57.1 52.5%
101-130% 6.3 5.9 5.2
131% or more 1.0 1.1 0.2

Number of Households ?,319 7,698 7,487
(in thousands)

50% or less 14.5% 8.5% 9.1%
51-100% 77.5 84.3 79.6
101-130% 7.5 6.7 10.9
131% or more 0.6 0.5 0.3

Number of Households 1,653 1,611 1,469

with

50% or less 18.4% 18.7% 25.7%
51-100% 54.7 56.4 60.2
101-130% 21.9 19.7 13.6
131% or more 5.0 5.2 0.4

Number of Households 1,356 1,513 1,316

with hil Len

50% or less 36.3% 41.0% 49.0%
51-100% 56.2 51.6 47.0
101-130% 6.3 6.3 4.0
131% or more 1.2 1.2 *

Number of Households 4,3.88 4,345 4,360

Source- Food Stamp Quality Control samples for August 1980,
August 1981, and August 1982.

·Less than 0.05 percent.

A/ Weighted average Census poverty thresholds by family size.
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below the poverty line--was about 93 percent in 1980 and 1981 but

rose to nearly 95 percent by August 1982. The poverty rate for

food stamp households with elderly members improved slightly,

dropping from 92 percent in 1980 and 1981 to 89 percent in August

1982. On the other hand, the percent of households with children

below poverty was 93 percent in 1980 and 1981 but rose to 96

percent by August 1982. Similarly, the Percent of households

with earnings in poverty increased from 73 percent in August 1980

to 75 percent in August 1981 and the n to 86 percent in August

1982.

These changes in the poverty status of food stamp households are

the net effect of several different factors. In part it refle=ts

the continuation of a long-term decline in real income among the

food stamp population, a trend seen every year since 1975.

Legislative changes in the Food Stamp Program further targeted

benefits to those in greatest need. The effect of the gross

income limit is apparent in the smallerpercentage of households

with income above 130 percent of the poverty line, affecting each

type of household except those with elderly members. This effect

is most dramaticamong households with earnings where the

percentage with gross income more than 30 percent above the

poverty line fell from 5 percent in August 1981 to less than half

of 1 percent in August 1982. The shift also reflects the effect

of the most recent recession, increasing the number of jobless

and restraining the income of others. This same impact was seen

in the increased number of people with income below the poverty

line, rising to 34.4 million in 1982. The improvement in the

e
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poverty status of food stamp households with elderly members was

mirrored in the general poverty rate for the elderly, dropping

from 15.3 percent to 14.6 percent between 1981 and 1982. 2fl/

A shift in this distribution toward the poorest households (those

with income less than half of the poverty line) is particularly

important. The percentage of food stamp households this far

below the poverty line increased from 33 percent in August 1980

6o 36 percent in August 1981 and to 42 percent by August 1982.

This shift affected each of the household types shown in table

6.4. Only a small portion of this increase can be attributed to

the effects of the gross income limit. 2// More importantly, it

reflects the general trend in the U.S. population. While the

number of persons with income below thePoverty line increased 8

percent between 1981 and 1982, the number with income less than

one-fourth of the poverty line increased 14 percent, and the

number between one-fourth and one-half of the poverty line

increased 34 percent. This again illustrates the importance of

external factors on both the size and composition of the food

stamp caseload.'

2.t/ IQiLe._Income and _ Status, op. cit.

Even if every household with income greater than 130 percent
of the poverty line in August 1981 became ineligible, the
percentage with income less than half of the poverty line would
have increased only 0.4 percentage points, from 35.8 to 36.2
percent, if all else remained the same.
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The Food Stamp Programcontinues to have its greatest effect on

income adequacy among the very poor. If the value of the food
J

stamp benefit is added to a household 's income, the number of

food stamp households with total income below half of the poverty

line falls sharply. In August 1980, over 18 percent of the

participating households were moved to at least half of the

poverty line; in August 1981 nearly 22 percent were moved. By

August 1982, this percentage had jumped to 27 (see table 6.5).

The responsiveness 'of the Food Stamp Program in this regard did

not change over this 2-year period.

Changes in income were not constant across different types of

food stamp households nor across different sources of income (see

tables 6.6 and 6.7). Gross income in households w_ith earnings

and with children fell in both real and nominal terms while

income in households withelderly grew. Nominal earnings and

AFDC payments fell slightly (less than half· of 1 percent) while

the average Social Security payment fell over 3 percent and the

average SSI payment increased over 2 percent.

_ug]lD_l_la with _ As table 6.6 shows, gross income for

households with earnings fell nearly 4 percent, from $563 per

household in August 1981 to $543 in August 1982. This contrasts

with a 9 percent increase over the previous year. Real gross

income for these households fell about 9 percent from August 1981

to August 1982, having declined less tha n 2 percent from August

1980. Average earnings fell only slightly (table 6.7) suggesting

that most of the drop in average gross income was due to changes
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Table 6.5

Effect of Food Stamp Benefits on the Poverty Status
of Food Stamp Households

' Poverty status
Income as a
Percent of Based on Cash Difference

Poverty Based on Cash and
Income Only Food Stamps

50% or less 33.4% 15.1% -18.3
51-100% 59.3 73.0 +13.7
101% or more 7.3 11.9 + 4.6

Number of
Households

in thousands) 7,319

1981:
I

50% or less 35.8% 14.1 -21.7
51-100% 57.1 73.6 +16.5
101% or more 7.0 12.3 + 5.3

Number of

Households 7,698

50% or less 42.1% 15.3% -26.8
51-100% 52.5 76.2 +23.7
101% or more 5.4 8.4 + 3.0

Number of

Households 7,487

Source: Food Stamp Quality Control samples for August 1980,
August 1981, and August 1982.

_/ Weighted average Census poverty thresholds by family
size.

I

i

]03



Table 6.6

Average Gross Income for Selected Food Stamp Households

Nominal Income Real Income a/
Households Witht

August 1980 August 1961 August 1982 August 1980 August 1981 August 1982

Earnings

Average _517 563 543 $517 508 463
Percent Change IL/ --- +8.9 -3,6 .... 1.7 -8.9

...d

C_
Elderly

Average 288 329 360 288 297 307
Percent Change --- +14.2 +9.4 --- +3.1 +3.4

Children

Average 387 408 406 387 368 346
Percent Change --- +5.4 -0.5 .... 4.9 -6.0

Source= Food Stamp 0uality Control samples for August 1980, August 1981, and August 1982.

_L/ Real incomes adjusted by change In CPI for all items since August 1980.

h/ Percent change measured from previous year.



i

Table 6.7

Average Nominal and Real Income Prom Selected Sources

mmfsBlmmmmmmmmmmmmmm_mmmmmmmmtmnmjmmmmm_mm_mn_immm_mlm_m_mmmmmmm_Bmmm_m_mmmmmmmmmmmmmmmmmm_mm_n

Homlnal Income Real Income A/
Source or Income

August 1980 August 1gal August 1982 August 1980 August 1981 August 1982

hrnlngs
J

Percent of Households 18.St 19.?t 17.6t
Average $430 $452 $450 $430 $408 $383
Percent Change b/ --- +S. It -0.4t .... 5. It -6. It

AFDC
...d

C3
cn Percent of Households H/A 39.7 41.5

Average ,/A $309 $308 N/A 8279 $2S2
Percent Change --- H/A -0.3t --- H/A -6. It

Social Security

Percent of Households H/A 19.1 18.5
Average H/A $202 8273 N/A 8254 $233
Percent Change --- !q/A -3.2t --- N/A -8.3%

SSI

Percent of Households 18.2 19.0 17.8
Average $156 $181 $185 $156 $163 $! 58
Percent Change --- +16.0t +2.2t --- +4. St -3. It

Source: food Stamp Quality Control samples for August 1980, and August 1901, and August 1982.

fL/ Real income adjusted by change in CPI for all items since August 1980.

b/ Percent change is measured from previous year.

N/A--not available.



in income from sources that supplemented the household's

earnings. The deepening recession contributed both to a decline

in the percent of food stamp households with earnings and to

smaller wage increases among people who worked over this period.

At the same time, the average income of those remaining in the

program after implementation of the gross income limit should be

less than before. The changes in income among these households

are at least consistent with these expectations.

_LTg]IDQ_I_ _ _. The average gross income of households

with elderly members grew more rapidly than the overall average,

increasing over 9 percent from $329 per household in AugUst 1981

to $360 in August 1982 (table 6.6). This nominal increase was

sufficiently large to result in an increase in the real average

income of elderly households of over 3 percent, repeating the

trend from 1980 to 1981. _ouseholds with elderly were the only

major recipient group to show increases in both nominal and real

income over this period. The increases in the real value of

gross incom e among households with elderly members occurred in

spite of an apparent decline in the real value of both Social

Security and SSI benefits among food stamp households (see table

6.7). Many food stamp households with elderly, however, do not

receive either Social Security or SSI benefits: 69 percent
I

received Social Security and 56 percent received SSI in August

1982.

e
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_ f_tl_lA_1. AS table 6.6 shows, households with

children experienced a slight decline in nominal gross income

between 1981 and 1982, from $408 to $406 per month, in contrast

to a 5 percent increase over the preceding year. Average gross

income in real terms declined by'about 5 percent from 1980 to

1981 and 6 percent from 1981 to 1982. Because most (64 percent)

food stamp households with children receive AFDC, changes

affecting AFDC benefits are particularly important to this group.

Average monthly income from AFDC remained virtually unchanged

from August 1981 to August 1982, although the real value of AFDC

benefits declined about 6 percent over the same period,

continuing a trend seen in previous years (see table 6.7).

Net Inco_

Average net income grew somewhat more rapidly than gross income

from August 1981 to August 1982, increasing from $196 to $205 per

household (table 6.3). This is the first time in recent years

that the growth in net income was greater than that of gross

income. In real terms, however, net monthly income declined,

both per household and per person, over this period. While the

nominal average per person increased from $69 in August 1980 to

$73 and $74 in 1981 and 1982, respectively, the real value per

person fell to $66 in 1981 and $63 in 1982, with much of the

decline in 1982 associated with the increase in average household

size.
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Onefactor contributing to the difference in the rates of

increase of gross and net income is the gross income screen

established by OBRA. _oUseholds with no elderly or disabled

members and with gross incomes in excess of 130 percent of the

poverty line were excluded from participation. In addition,

households with neither elderly nor disabled members were subjec t

only to the gross income screen during this period. (A net

income test, in addition to the gross income test, was reinstated

for these households in October 1982.) Consequently, there was a

constraint on the gross income Of nonelderly participants that

was not perfectly reflected in net income. That is, net income

could continue to rise without affecting eligibility for some

households while similar increases in gross income could lead to

their ineligibility. This could affect the relative growth rates

of gross and net income by making eligible some households with

relatively low deductions (and therefore higher net incomes) but

with gross income below the new income screen. At the same time,

some households with high gross income but large deductions (and

thus low net income) were excluded from participation. The shift

from the net income to gross income test would be expected to

result in somewhat lower average deductions, higher net incom e ,

and lower gross income than would otherwise have been observed.

Changes in the frequency and value of the deductions taken from

gross income also affected the level of net income. From August

1980 to August 1981, the percent of households claiming each

deduction and the average amount claimed increased for most

deductions. In contrast, as table 6.8 shows, the percent of
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households that claimed each deduction (for all except the

standard and medical deductions) was lower in August 1982 as was

the average value of the deduction claimed, several factors

contributed to thispattern:

o The standard deduction was $85 in both August 1981 and August
1982 because OBRA p0stponed a scheduled cost-of-living
adjustment. The standard would have been $95 in August 1982
if the adjustment had been made as scheduled.

o The value of the earnings deduction was lowered by OBRA from
20 percent to 18 percent of earned income. This reduced the
value of the deduction for all households with earnings by 10
percent. Without this change, the average earned income
deduction would have been $90. Less directly, the gross
income screen removed those earners with relatively high
income from the program,· so that average earnings among the
remaining participants are lower than they would have been
without this change.

o Because the shelter deduction is Calculated as the amount by
which shelter costs exceed one-half of gross income less other
deductions, the shelter deduction declines as gross income
rises if shelter costs and other deductions stay the same. A
decline in the value of the other deductions would have the
same effect. All of these changes--rising gross income, stable
shelter costs, and falling deductions--Were observed between
August 1981 and August 1982 and should have reduced the value
of the shelter deduction.

o The ceiling on the combined value of the dependent care/excess
shelterdeduction for households with neither elderly nor
disabled members was $115 in both August 1981 and August 1982
because OBRA postponed a scheduled cost-of-living adjustment.
If the adjustment had been made, the cap would have been $13
and many of the households with a deduction at the cap--
approximately one-fourth of all households--would have been
entitled to a higher deduction.

Table 6.9 illustrates some of the changes in the pattern of

deductions taken by food stamp households and the effect of these

changes on their net income. This example compares the net

income of a hypothetical family of four wi%h gross earnings of

$450 in August 1982 under program rules before'and after
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Table 6.8

Frequency and Value of Deductions from Gross Income

li_mmmm_l_mmmimm_m_mlsswimw_mms_Bmmjsml_mi_Mimm_maj_ms_m_m_mm_m_sml_m_mmm_mfmw_m_

Percent of Households Average _ominal Value Average Real Value
vith beduction of Deduction of Deduction fi/

Type of
Deduction August August August August August August August August August

1980 1981 1982 1980 1981 1982 1980 1981 1982

Standard 12/ 100.0t 100.0% 100.Ot $75 $85 $85 $75 $77 $72

Earned Income 18.5 19.7 17.6 86 91 81 86 82 69

__ Dependent Cage 2.6 2.3 1.7 71 87 84 31 78 72
c_

Excess Shelteg 66.8 69.6 66.8 '81 90 85 81 81 72

Hedical 1.6 2.2 2.2 53 51 51 53 46 43

Tobal Deduction 100.0 100.0 10O.0 148 169 159 148 152 135

Humber of
Households 7,319 7,698 7,487
(in thousands)

Source: Food Stamp 0uality Control samples for August 1980, August 1981, and August 1982.

IL/ Real values of deductions adjusted by change in CPI for 'ali items since August 1980o

12/ The standard deduction Is available to all food stamp households. It is not actually used
by 100 percent of the caseload, hovever. Households vith no gross income automatically receive
the maximum food stamp benefit, and the standard deduction has no effect.



Table 6.9

Deductions from Gross Income for a

Hypothetical Family of Four
J

Before After Difference
OBRA OBRA

Gross Income $450 $450 --

Less Deductions:
Standard - 95 - 85 -10

Earnings - 90 - 81 - 9
Shelter -127 -115 -12

NetIncome 138 169 -31

Source: Food and Nutrition Service; USDA.

· %

Note: Assumes that (1) all gross income is earned,
(2) the family's shelter, costs are $260 Per month,

and. (3) there are no elderly or disabled people in
the food stamp unit.

i

111



implementation of OBRA and the Farm Bill. Under the rules

actually in place then, this family could have subtracted an $85

standard deduction, 18 percent of their earnings (or $81), and

$115 in excess shelter costs (assuming their total shelter cost

was $260). If OBRA and the Farm Bill had not been enacted, this

same family would have been entitlec_ to a $95 standard deduction,

20 percent of their earnings (or $90), and $127 in excess shelter

costs. The result of the OBRA and Farm Bill changes was a $31

increase in net income for this hypothetical family. -Because the

maximum allotment is reduced by,30 percent for a household 's net

income, this $31 increase would have led to a $9 reduction in

this family's food stamp benefit from its expected level before

OBRA.

 ood

Between August 1981 and August 1982:

o The average benefit per household increased $2, and the
average per person fell $1 (returning--in real terms--to its
August 1980 level);

o The proportion of program benefits paid to households with
income less than half ofthe poverty line increased to over 60
percent; and

o The delayed cost-of-living adjustments to food stamp
allotments and deductions explains most of the relative
stability in average benefit amounts.

From August 1980 to August 1981, the average monthly foodstamp

benefit increased by $14, from $89 to $103 per household. By

August 1982, however, the average benefit had rfsen only another



$2, to $105 per household. The average real benefit per

household decreased just over 2 percent from 1981 to 1982, but

was still nearly 7 percent higher in 1982 than it had been in

1980.

The average benefit per person exhibited fairly similar behavior

overthis period. The average monthly benefit per person

increased from $33 in August 1980 to $39 in August 1981, but then

fell to $38 in August 1982 as the average food stamp household

size increased. In real terms, the average benefit per person in

August 1982 was about 8 percent less than a year earlier but

equal to the real benefit in August 1980.

Although benefits changed relatively little on average, there

were differences in the amount and direction of change in

benefits received by different groups of participants (table

6.10). Average benefits for earners and for households with

children increased somewhat from 1981 to 1982, consistent with

the declines in these households' income noted earlier. Elderly

households, whose average income grew between 1981 and 1982, had

lower average benefits in August 1982 than in the previous year.

The proportion of food stamp benefitspaid to households with

income below the poverty line increased between August 1981 and

August 1982, from 97 percent to 98 percent (table 6.11). The

proportion of benefits paidto households with income less than

half the poverty line increased more rapidly, from 49 percent in
t

August 1980 to 55 percent in August 1981 and to 59 percent in



Table 6.10

Distribution of Benefits for Selected
Food Stamp Household

{Total benefits in thousands of dollars)

mm_l_mBmm_msm_Bm_imlBmmImmmwmlm_m8mmmm_smg_mm_sf_Bm_m_mjms_m__ll_l_mm_mmm_sm_m_mmmmmmm_mm_

August 1980 August 1981 August 1982

Total Percent Average Total Percent Average Total Percent Average
Benefits of Total Benefit Benefits of Total Benefit Benefits of Total Benefit

Households with $133w175 20.4% $98 $168,349 21.2% $111 $152,299 19.5% $116
Earners

Households with
Elderly 70,956 10.9 43 74,445 9.4 46 60v492 7.7 41

Households with
Children 519t092 79.5 118 613t736 77,4 141 620,629 _9.3 142

Ail Householda 689,759 89 793,358 103 782,981 105
,..J

*--J ·

Sourcel Food Stamp 0ualit¥ Control samples for August 1980u August 1981, and August 1982.

Notez Columns do not add to the totals, because there Is some overlap between househ0*id'types.
I



Table 6.11

Distribution of Benefits by Poverty
Status of Food Stamp Households

(Percent of all benefits)

Gross Income as a

Percent of Poverty _/ August 1980 August 1981 August 1982

All

50% or Less 49.3% 55.2% 59.1%
51-100% 47.8 42.1 39.3
101-130% 2.7 2.4 1.6
131% or more 0.2 0.2 0.1

Total Benefits $689,759 $793,358 $782,981
(in thousands)

 mu U ul awith

50% or less 32.6% 35.3% 24.0%
51-100% 62.7 61.7 71.2
101-130% 4.6 2.8 4.4
131% or more 0.1 0.2 0.4

Total Benefits 70,956 74,445 60,492

50% or less 28.3% 35.9% 36.5%
51-100% 60.0 54.8 57.8
101-130% 10.9 8.4 5.3
131% or more 0.8 0.9 0.3

Total Benefits 133,175 168,349 152,299

 maaak  awith

50% or less 50.2% 57.4% 62.1%
51-100% 47.0 39.9 36.6
101-130% 2.6 2.5 1.3
131% or more 0.2 0.2 *

Total Benefits 519,092 613,736 620,629

Source: Food Stamp Quality Control samples for August 1980,
August 1981, and August 1982.

·Less than 0.05 percent.

_/ Weighted average Census poverty thresholds by family size.
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August 1982. The same pattern is seen for households with

earners and households with children: the proportion of benefits

paid to these households with income below the poverty line and

below half the poverty line was higher in 1982 than in either of

the two earlier years. The only exceptions are households 'with

elderly members wherethe proportion of benefits to households

with income below half the poverty line fell to 24 percent and

the share to householdswith income abovethe poverty line

increased to 5 percent. Again, this reflects the increased

income from other sources among householdswith elderly members.

Changes in average food stamp benefits can be caused by several

different factors: periodic cost-of-living adjustments to food

stamp allotments, changes in the levels of gross income and

deductions, shifts in the distribution and average size of food

stamp households, and changes in the benefit reduction rate. The

magnitude and direction of this influence can change dramatically

as the circumstances of food stamp households or program rules

change. This can be seen in table 6.12 which quantifies the

effect of these factors on the nominaI benefit per household

between August 1980 and 1981 and between August 1981 and 1982.

During the year preceding OBRA, the major cause of the increase

in nominal household benefits was the increase in the maximum

coupon allotment for a family of four from $209 to $233 in

January 1981. This change alone increased the average benefit

per household by over $24 a month. An increase in tke average



Table 6.12

Components of Change in Average
Bousehold Benefits

August 1980- August 1981-
Source of Change August 1981 August 1982

Coupon allotment
for family of 4 $24.30 $0.00

Gross income - 8.80 -1.20

Deductions 8.40 -0.30

Household size -10.00 2.90

Benefit reduction

rate _L/ 0.00 0.10

Total $13.90 $1.50

Source: Calculated by the Food and Nutrition Service from data
in the Food Stamp Quality Control samples for August
1980, August 1981, and August 1982.

_L/ Although the legislated benefit reduction rate was unchanged
(at 30 percent of a household's net income), the proportion of
households receiving the minimum benefit increased between August
1981 and 1982. Because the effective benefit reduction rate is

less than 30 percent for these hoJseholds, this change reduced
the average benefit reduction rate and increased benefits
slightly between August 1981 and 1982.
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deduction taken from gross income (from $148 to $169) added more

than $8 to the average benefit. These increases were partially

offset by an increase in gross income (from $326 to $349) and a

reduction in the average size of a food stamp h$usehold (from 2.8

persons to 2.7). These changes reduced average benefits by

nearly $9 and $10 per month, respectively· _ The net effect

was to increase the average benefit per household by $14 per

month.

During the year following OBRA, the pattern is substantially

different. Because OBRA postponed the cost-of-living adjustment

to food stamp allotments, there is relatively littIe change in

average benefit to explain--less than $2 per month. The most
f

important factor was the shift back towards larger households

between August 1981 and 1982, a shift that added nearly $3 to the

average benefit. Gross income grew less rapidly over this period

than in the previous year (from $349 to $356), but it was still

an important factor in restraining benefit growth, reducing the

average benefit by slightly more than $1 per month. Finally,

average deductions from gross ·income fell from $169 to $159,

increasing average net income and, thus, reducing the average

benefit slightly·

As table 6.12 illustrates, the small change in the average

benefit from August 1981 to August 1982 is the net result of a

Maximum food stamp allotments vary by household size, with
smaller households entitled to smaller benefits.. Economy-of-
scale factors built into the allotments partially offset the
effect of changing household size.



number of developments which contributed pressure both upwards

and downwards on the average benefit. Postponement of the cost-

of-living adjustment to food stamp allotments removed the major

explanation of past increases. Changes in economic conditions,

particularly higher unemployment and slower income growth,

restrained the growth of average gross income among food stamp

participants. The gross income screen also worked in this

direction, reducing the number of participating households with

higher incomes. Although average gross income rose somewhat

overall, it rose less rapidly than the year before. Thus, while

the additional income was still important in restraining

benefits, it was less important than in'the previous year. The

postponed adjustment to the standard deduction and the shelter

cap and the reduction in the earned income deduction interacted

with the introduction of a gross income limit to reduce average

deductions and allow net income to rise, reducing average

benefits.

In addition, changes in certification andadministrative

procedures brought about by OBRA also restricted the growth of

average benefits. One of the important cost-saving provisions of

OBRA required State agencies to prorate food stamp benefits in

the first month for new participants according t © the application

date. Prior to this change, new participants received the full

monthly benefit regardless of when they applied. This provision

reduces the average benefit in any given month in comparison to

what it would have been if such households received a full

month's benefit. Because characteristics of new.participants
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differ from those of continuing participants, particularly during

an economic recession, it is difficult to determine the effect of

prorating benefits from the information currently available.

Furthermore, the identification of new applicants in th e Quality

Control sample is difficult and subject to error. Thus, a

complete assessment of the effects of proration must await the

final report. It is, however, instructive to examine the Quality

Control data with these Cautions in mind.

There are several indications of the effects of proration in

these data. First the benefit received by new participants in

August 1982 was 2 percent less than the overall average while the

benefit of new participants in August 1981 was about 7 percent

higher. This occurred despite a substantially larger increase in

the average household size of new participants, a trend which

should have increased their average benefit.

It is also possible to compare the reported benefit amount in

August 1982 With a simulated monthly benefit calculated from each

household's reported net income. For new participants receiving

prorated benefits, the reported benefit should be less than the

simulated benefit. This comparison shows that 32 percent of the

new participants received a benefit that was les s than the

calculated amount while only 5 percent of the ongoing

participants received such partial benefits.

Finally, a simple linear regression based on the. August 1982 data

shows a significant negative effect on benefits associated with a



!

new application. Controlling for net income and household size,

the average benefit is an estimated $15 lower if a household is a

new participant. That is, given two households of average size

and with average net income, but one a new applicant in the first

month of participation and the other a continuing household, the

benefit of the new household willbe about 14 percent less than

the benefit ofthe old household.

ofCOLA

Delays in scheduled cost-of-living adjustments were of major

importance in restraining increases in average benefits between

August 1981 and 1982. Several important determinants of benefit

amounts--maximum allotment levels, the standard deduction, and

the maximum dependent care/excess shelter deduction--would have

been adjusted during this period to reflect changes in different

price indices but were not because of OBRA. While household

benefits were not reduced from their existing levels, they were

smaller than they would have been if the adjustments had been

made. The impact of these delays can be simulated with the

August 1982 data by substituting the values that the allotments,

standard deduction, and maximum shelter deduction would have

taken had they been adjusted in place of the actual values.

Table 6_13 illustrates the result of these simulations, both

individually and in combination.
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Table 6.13/

Effect of Delays to Cost-of-Living Adjustments
On Average Food Stamp Benefits

Allotments Standard Dependent Care/ Total
Deduction Shelter Cap

1982:

Average h°usehold
benefit without

delays (simulated) $113,80 107.40 105.30 117.40

Average household
benefit with

delays (actual) 104.60 104.60 104.60 104.60

Difference -9.20 -2.80 -0.70 -12.80

Percent Change -8.1% -2.6% -0.7% -10.9%

/aaua 1983-

Average household
benefit without

delays (simulated) 114.40 120.20 117.10 119.70

Average household
benefit with

delays (simulated) $116.00 $116.00 $116.00 $116.00

Difference +1.60 -4.20 -1.10 -3.70

Percent Change +1.4% -3.5% -0.9% -3.1%

Source: Simulation based on Food Stamp Quality Control sample
for August 1982.
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This approach does not capture the full effect of the delays in

months other than August 1982. The standard deduction and the

maximum dependent care/excess shelter deduction would also have

been adjusted in January 1983, but in fact were not adjusted

until October 1983. Thus, additional impacts were felt in Fiscal

Year 1983 that are not shown here. Conversely, delaying the

adjustment to the maximum allotments until October 1982 and

changing the reference period on which this adjustment was based

had the effect of increasing food stamp benefits. Because of

variation in the cost of the Thrifty Food Plan, allotments during

Fiscal Year 1983 _er e actually higher after £mplementation of

OBRA, the Farm Bill, and the 1'982 Amendments than they would have

been under the prior law. To illustrate the importance of this

point, table 6.13 shows the results of substituting the values

that the allotments, standard deduction, and shelter cap could

have taken' in January 1983 had they been adjusted as scheduled.

Before implementation of OBRA, maximum food stamp allotments were

scheduled to be adjusted in January 1982. This adjustment would have

increased the maximum allotment for a family of four from $233 to

m m w _ _mu mt Lit t w

_/ While this approach cannot account for concurrent changes in
income, deductions, and household size in the food stamp
population between August 1982 and January 1983, it provides a
fair measure of the impact of the cost-of-living delays
independent of any other changes. It should also'be noted that
the beneficial impact of the allotment update was'even larger
during the first three months of Fiscal Year 1983 than table 6.13
suggests.



$246 per month. _1/ If the adjustment had been made, the average

household benefit would have been $114 instead of $105 in August

1982. Without the adjustment, the average household benefit was 8

percent less than it Would have been. In January 1983, a second

adjustment to the allotment would have occurred. This update,

however, would have raised the maximum allotment for a family of four

to only $25.0 per month. Because the 4-person guarantee was actually

increased to $253 in October 1982--before food prices began to fall--

households were better off with the change enacted in OBRA, the Farm

Bill, andthe 1982 Amendments. This is shown in the lower panel of

table 6.13. The average benefit without the OBRA and Farm Bill

delays would have been $114 in January 1983. The simulated benefit

with these changes was $116. under the revised update schedule, the

average household benefit was i percent more than it would have been.

The standard deduction would also hav e increased in January 1982,

rising from $85 to $95 per month. If the adjustment had been

made, the average household benefit would have been $107.

Without the adjustment, the average household benefit in August

1982 was nearly 3 percent less than it would have been. A second

adjustment to the standard deduction would have occurred in

January 1983, raising its level to $100 per month. If this

adjustment had been made, the average benefit in January 1983

would have been $120 per household. Without the update, the

average benefit was over 3 percent less than it would have been.

This adjustment was to be based on the projected cost of the
Thrifty Food Plan in December 1981. This analysis used the
actual cost of the TFP in December. See footnote 20 in chapter 5
for more detail.



The limitation on the combined value of the dependent care and excess

shelter deduction would have increased from $115 to $130 in January

1982. Had the update occurred, the average household benefit would

have been just over $105. Without the adjustment, the average

household benefit was less than i percent less than it would have

been. In january 1983, the shelter cap would have been raised to

$140, raising average benefits to $120 per household. Without the

update, average benefits were nearly I percent less. These delays

only affected those households with deductions at or near the cap,

and thus the impacts are much smaller than the delays to the standard

deduction.

The combination of these provisions in OBRA, the Farm Bill, and the

1982 Amendments held the average household benefit at a level about

11 percent lower than it.would have been with the scheduled
b

adjustments. If those adjustments had been made, the ave'rage

household benefit in August 1982 would have been $117 rather than

$105. By January 1983, however, the average benefit was only 3

percent less than it would have been before the changes.
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CHAPTER SEVEN: THE PUERTO RICO NUTRITION ASSISTANCE PROGRAM

The Omnibus Budget Reconciliation Act of 1981 replaced the Pood

Stamp Program in Puerto Rico with a block grant to provide food

assistance to needy persons. Under the terms of the block grant,

the Commonwealth of Puerto Rico has designed, implemented, and

operated the Nutrition Assistance Program (NAP). The most

significantdifference between theFood Stamp Program and the

Nutrition Assistance Program is the replacement of food coupons
/

with cash assistance. This chapter examines the effect of NAP on

program costs, participation levels, and average benefits in the

Commonwealth since its implementation in July 1982. It presents a

brief history of the Food Stamp Program in Puerto Rico and

summarizes the program changes incorporated in NAP. The impacts

discussed in this report were examined in greater depth in a

March 1983 Report to Congress mandated by the 1982 Amendments.

The Executive Summary of this report appears as appendix E. _ A

second mandated study of the impact of NAP and the switch to cash

assistance on the nutritional well-being of residents of the

Commonwealth is currently in its final design stage.

The Food Stamp Program was introduced into Puerto Rico in Fiscal

Year 1975, replacing a program of direct commodity distribution,

the Family Food Distribution Program. The Food Stamp Program

U.S. Department of Agriculture, Food and Nutrition Service;
of the _ Rico _ _ __m, March

9,1983.
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quickly became one of the most important Federal programs in the

CommOnwealth, second only to Social Security in terms of the

value of benefits· In Fiscal Year 1981, approximately 56 percent

of the island's population participated in the Food Stamp

Program. The high participation rate resulted in part from low

average participation in other income maintenance programs.

Residents of the Commonwealth are excluded from participating in

General Revenue Sharing and SSI and are allowed only limited

participation in AFDC, Social Services (Title XX), and Medicaid.

From 1975 to 1980, Puerto Rico accounted for approximately 8 to

12 percent of all food stamp benefits issued in any year (see

table 7.1).

The nutrition assistance block grant was created in response to

growing concern over the size of the Food Stamp Program in Puerto

Rico. Funding was limited to $206 million in the last quarter of

Fiscal Year 1982 and to $825 million in each of the next three

fiscal years (1983 through 1985). The expenditure cap was set at

a level equivalent to 75 percent of the expected Food Stamp

Program expenditures in Fiscal Year 1982. The grant allowed the

Commonwealth Considerable flexibility in designing a program to

meet the island's nutritional needs and was implemented on July

1, 1982.

The most significant programmatic change underNAP converted

benefits from food coupons to checks which are freely negotiable
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Table 7.1

Food Stamp Participation and Cost in Puerto Rico
(Dollars in millions, participants in thousands)

Cost Participants
Fiscal
Year Amount Percent of Total Number Percent of Total

1975 _/ $261 5.6% $375 2.2%

1976 541 9.5 1,672 9.0

1977 609 11.1 1',619 9.5

1978 693 12.5 1,582 9.9

1979 748 10.8 1,816 10.3

1980 827 9.0 1,815 8.8

1981 879 7,8 1,800 8.0

1982 h/ 896 8.1 1,810 8.2

Source: Food and Nutrition Service, USDA.

_/ Excludes 557,000 participants and $32. 5 million from the
Family Food Distribution Program.

h/ October 1981 to June 1982, on an annualized basis.
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for cash. The eligibility and benefit determination features of

NAP are similar to the Food Stamp Program although certain

specific provisions were modified to restrict eligibility and

reduce program size. Tabl e 7.2 compares the basic requirements

under the Food Stamp Program and under NAP. The alterations

included a lower eligibility limit for assets and income and a 10

percent reduction inthe maximum benefit.

An important feature of NAP is a monthly pro rata benefit

adjustment. Under the Food Stamp Program, the benefit amount

authorized for each household on the basis of its income was

generally the amount actually issued. Under NAP, if the total

amount of the authorized benefits is different from the total

amount of funds available to pay benefits in a given month, every

household's benefit is adjusted upward or downward to bring

claims in line with available funds. The adjustment is

calculated by establishing a ratio between the amount of money

available for distribution as benefits andthe amount of benefits

authorized for the caseload. Generally, the available funds have

exceeded authorized benefits in most months since implementation

of NAP, resulting in upward adjustments to household benefits.

Effects on _/_m Participation and _ _1_

The impacts ofprogram changes in the Commonwealth are somewhat

easier to determine than those on the mainland. Economic

fluctuations have not significantly affected program

participation, averaging 1.8 million food stamp participants a
4
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Table 7.2

Comparison of Provisions for Eligibility and Benefit
Determination in Puerto Rico

Food Stamp Nutrition Assistance
Provisions Program _/ Program

Asset Limit $1,500 (nonelderly) $1,000 (nonelderly)
$3,000 (elderly) $3,000 (elderly)

Gross Income Limit $10,985 per year $8,000 per year
(Family of 4) ($916 per month) ($667 per month)

Net Income Limit $8,460 per year $6,156 per year
(Family of 4 with ($705 per month) ($513 per month)
elderly or disabled)

Earnings Deduction 18 percent of 20 percent of
earned income earned income

Standard Deduction $50 $40

Shelter/Child Care $40 maximum $40 maximum

Medical Deduction Excess above $35 $100 maximum

Benefit Reduction
Rate 30% of net income 30% of net income

Haximum Benefit $221 $199 plus or minus pro
(Family of 4) rata monthly adjustment

Minimum Benefit $10 for i and 2 Households eligible for
person households benefits below $10

receive $0

Pro Rata Benefit None Variable (applied
AdJus_ent monthly as benefit

claims differ from
available funds)

Certification 30 days from date 60 days from date
Standard of application of application

Payment Period From date of First month after date
application of certification

Source: Food smd Nutrition Service, USDA.

iL/ This column summarizes the Food Stamp Program as of June 1982,
the last month of operation. Some of these provisions would have
been updated if the Proqram had continued in Puerto Rico. In
January 1984:

o the gross income limit for a family of four would have been
$12,870 per year (or $1,073 per month);

o the net income limit would have been $9,900 per year (or $825
per month);

o the standard deduction would have been approximately $52 per
month.

o The maximum shelter deduction would have been approximately
$43 per month; and

o The maximum allotment for a family of four would bays been
about $237 per month.
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month from 1979 to 1982. Additionally, changes'in other income

maintenance program s affect food stamp participant income less

due to the limited participation in these programs in Puerto

Rico.

Immediately following implementation, the number of NAP

participants declined 8 percent from the level of Food Stamp

Program participation in June 1982. The caseload continued to

decline in the following months as the new eligibility standards

and increased verification efforts were applied on a case-by-case

basis. By December 1982, there were 259,000 fewer participating

households--about 14 percent less than in the Food Stamp Program

in June 1982. Overall, average monthly participation during the

first 6 months of NAP was about 12 percent less than would have

been expected in the regular Food Stamp Program. Participation

in NAP stabilized during Fiscal Year 1983 (table 7.3). The

average number of participants was nearly 1.6 million, with

participation in any one month ranging from 1.55 million to 1.60

million.

During the first 6 months of NAP operations, Puerto Rico

distributed an average of $66 million in benefits each month,

about 15 percent less than would have been expected under the

Food Stamp Program. _ Benefits averaged $65 million per

_Ju/ An average of $74.5 million was distributed under the Food
Stamp Program during the first 9 months of Fiscal Year 1982.
This would have increased to approximately $79.8 million per
month with the cost-of-living adjustment to the Thrifty Food Plan
on October 1, 1982. Thus, the projected average cost of food

stamp benefits over this period is about $77.2 miliicn per month.
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Table 7.3

Nutrition Assistance Program Participation and Benefits

Fiscal Year/ Participants Total Benefits Average Benefits
Quarter (millions) (millions) Per Person

1982:IV 1.66 $200.1 $40.07

1983:I 1.59 194.8 41.07

1983:II 1.58 195.4 41.25

1983:III 1.58 191.0 40.34

1983:IV 1.55 196.7 42.19

1983 :Total 1.57 777.9 41.21

Source: Food and Nutrition Service, USDA.

I
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month in Fiscal Year 1983. The total cost of the Nutrition

Assistance Program was about $190 million--or 18 percent--less

than the estimated cost of the Food Stamp Program in Fiscal Year

1983 had it continued in Puerto Rico.

I

Implementation of lower eligibility limits and the initial 10

percent reduction of maximum allotments saved about $12 million

per month. These changes alone would have been sufficient to

achieve the reduction from expected Food Stamp Program costs

necessary to meet the budget limits of the block grant. The

continuing decline in participation and the availability of funds

from other areas of the block grant (such as reallocate d
t

administrative and special project funds) meant that the total

funds available for distribution as benefits generally exceeded
t

the amount needed for authorized benefits. As a consequence,

monthly pro rata adjustments to authorized benefits tended to

mitigate the effect of the initial 10 percent reduction of

allotments.

The decline in participation among high income, low benefit

households and the pro rata adjustment to NAP benefits caused the

average household benefit ($148 per month) to rise slightly from

the average food stamp benefit in June 1982. However, it was

about 5 percent iess than would have been expected under the Food

Stamp Program after accounting for the scheduled cost-of-living

adjustment to food stamp allotments in October 1982.
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in _LQ_gJBD._ Characteristics

The Nutrition Assistance Program reduced the caseload through

tighter income eligibility standards and more intensive income

verification. Implementation of the new program rules was

expected to cause a decline in the number of relatively high

income households. Furthermore, since the level of income is

often associated with other household characteristics, some

shifts in the types of households served by the program were also

expected. The targeting of program benefits on lower income

households, coupled with the initialreduction of the maximum

allotments and subsequent pro rata adjustments, was expected to

affect average benefit levels among program participants as well.

A comparison of the characteristics of the June 1982 food stamp

caseload, the last month of Food Stamp Program operations, · with

the NAP caseload in October 1982 shows that NAP participants on

average look very similar to food stamp participants. 34/ In

June 1982 under the Food Stamp Program, the averag e food stamp

household contained 3.6 persons. It had an average gross monthly

income of $217, and, after claiming deductions allowed by the

Food Stamp Program, had a net monthly income of $149. Average

household benefits were $147 per month. In October 1982,

households participating in NAP averaged 5.7 persons. Gross

The household characteristics presented here are derived from
computerized master files used to determine the authorized
benefits for both individual households and the entire NAP

caseload. A similar file was used for issuing benefits under the
Food Stamp Program. These files make it possible to make
detailed comparisons for the entire caseloads--not just samples--

of the two programs.
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monthly income average d $217 per month with net monthly income,

using new NAP deductions, averaging $149 per month. Benefits

distributed in October 1982 averaged $151 per household. In both

June and October, program benefits were equal to approximately 40

percent of the total income--gross income plus food assistance

benefits--of the average participating household.

The distribution of households by income is very similar under

both the Food Stamp Program and NAP although there was a slight

shift towards lower income households. In June 1982, 7 percent

of all food stamp households in Puerto Rico had gross incomes

equal to or above the poverty line. By October, less than 2

percent of all NAP households had incomes at this level. While

reductions in participation were seen at all levels of income,

the reduction in the number of households With relatively high

incomes was proportionately greater.

In addition to looking at the average characteristics of the

total caseload, specific types of households within the caseload

may be examined through master file data. With the exception of

earners, most groups account for approximately the same

percentage of the caseload under NAP as they did under the Food

Stamp Program.

o The number of households with earners decreased by 63,000, a
34 percent reduction. The percentage of households with
earners in NAP dropped nearly 9 points from 36 percent to 27
percent.

o The number of Social Security recipients declined by 15
percent, or 21,000 households, but the percentage of such
households in the total caseload was nearly the same under
both the Food Stamp Program (26 percent) and NAP (25 percent).
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o The number of households with disabled members--some of whom

may also have received Social Security--also fell by 15
percent or 4,000 households. These households accounted for 5
percent of the caseload under both the Food Stamp Program and
NAP.

o The number of households with zero income fell by 14,000, a 16
percent reduction. Most of this decline occurred during the
initial conversion to NAP. This may be due to several factors
including increased verification of household circumstances,
the correction of income underreporting, and a change in
household definition.
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APPENDIXA

RECENTAMENDMENTSTO THE FOOD STAMPACT OF 1977

1. OminbusBudgetReconciliationAct of 1981 (P.L.97-35;enacted
August13, 1981)

A. Measuresto ControlProgramCosts

Sec. 101 FamilyUnit Requirement

o Childrenlivingwith nonelderlyparentsare requiredto file for food
stampbenefitsas a singleunit. This stipulationpreventschildren
and parentswho sharea residencefrom claimingseparatehousehold
statuson the basisof separatefood purchasesand meal preparation.
(The "foodunit"test continuesto determineall otherhousehold
compositionsituations.)

Sec. 102 Boarders

o The provisionfor the eligibilityof boardersis deleted.

Sec. 103 Adjustmentof the ThriftyFood Plan

o The adjustmentof the basicguarantee(theThriftyFood Plan}is
delayedfrom January1982 (andeach Januarythereafter)to April1982
July 1983,and October1984 (and each Octoberthereafter).
Adjustmentsare to reflectchangesin the cost of the ThriftyFood
Plan in the 15-monthperiodending3 monthsbeforethe date of the
adjustment.

Sec. 104 GrossIncomeEligibilityStandard

o The incomeeligibilitytest for householdswithoutan elderlyor
disabledmemberis changedfrom a net incomestandardequalto 100
percentof the incomepovertyguidelinesto a grossincomestandard
equalto 130 percentof theseguidelines.

Sec. 105 Adjustmentof Deductions

o The adjustmentof the standarddeductionand the dependentcare/
excessshelterdeductionlimitis delayedfrom January1982 (and each
Januarythereafter)untilJuly 1983,October1984,and each October
thereafter.

o Homeownershipcostsare removedfrom the priceindiceswhichserveas
the basisfor theseadjustments.

Sec. I06 Earned Income Deduction

o The earnedincomedisregardis loweredfrom 20 percentto 18 percent
of earnings.
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Sec. 107 RetrospectiveAccounting

o EffectiveOctober1, 1983,householdincome(exceptfor migrant
farmworkers)must be determinedon a retrospectivebasisfor the
purposeof establishingbenefitlevels.

o Eligibilitymay be determinedprospectivelyor retrospectively.

o Initialallotmentsto newlycertifiedhouseholdsare to be
supplementedto preventserioushardship.

o USDA may waivethe provisionsof this sectionto permita Stateto
calculateincomefor food stamppurposesin the same fashionit uses
for AFDC.

Sec. 108 PeriodicReporting

o EffectiveOctober1, 1983,certainhouseholdsare requiredto report
on theircircumstanceseachmonth. All householdswith earners,
potentialearners,or work registrants,or subjectto AFDC monthly
reportingmust filemonthlyreports. Exemptionsare providedfor
migrantfarmworkersand householdsin which allmembersare elderly
or disabledand do not earn income.

Sec. 109 Eligibilityof Strikers

o Householdswith strikersare ineligibleunlesseligibleimediatelyl
beforethe strike.

o No householdmay receiveincreasedbenefitsbecauseof a strike
loweringits income.

Sec. 110 ProratingFirstMonth'sBenefits

o Initialallotmentsare proratedfrom the date of application.
Previously,newlycertifiedhouseholdsgot a fullmonth'sallotment
for the monthof applicationregardlessof the date of application.

Sec. 111 Outreach

o Stateagencyoutreachrequirementsare abolished.

o Federaladministrativecost sharingfundsmay not be used for
outreach.

Sec.113 Waivingand OffsettingClaims,ImprovedRecoveryof
Overpayments

o USDAmay recoverclaimsagainstStatesby reducingadministrative
cost sharingfunds.

o Statesmay recoverfraudand nonfraudclaimsagainsthouseholds
(exceptthosecausedby Stateagencyerror)by reducingcoupon
allotments.
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Sec. 115 Repealof Increasesin DependentCare Deductionsfor Working
Adultsand MedicalDeductionsfor the Elderlyand Disabled.

o The Act repealstwo liberalizationsof the incomedeductionstructure
enactedby the 1980 amendmentsto the Food StampAct and scheduled
for implementationon October1, 1981.

o One changewouldhave createda deductionfor dependentcare expenses
up to $90 separatefrom the excesssheltercost deduction.

o The otherchangewouldhave loweredthe thresholdfor the medical
expensedeductionfrom $35 to $25 and countedthe medicalcostsof
nonelderly,nondisabledspousestowardthe deduction.

Sec. 116 Puerto Rico Block Grant

o PuertoRico'sparticipationin the Food StampProgramis terminated
as of July 1, 1982.

o PuertoRico will receivean $825millionblockgrant ($206.5million
for the lastquarterof FiscalYear 1982)for assistanceto needy
persons.

B. Measuresto StrengthenProgramAdministration

Sec. 112 DisqualificationPenalitiesfor Fraudand Misrepresentation

o The basisfor disqualificationis broadenedto includeviolationsof
Statestatutes.

o Disqualificationpenaltiesfor intentionalprogramviolationsare
increasedto 6 monthsfor the firstoffense,1 year for the second
offense,and permanentlyfor the thirdoffense.

o No householdmay receiveincreasedbenefitsbecausea member is
disqualified.

o Statesmust proceedagainstallegedviolatorseitherthrough
administrativehearingsor judicialaction.

Sec. 114 States'Shareof CollectedClaims

o Statesmay retain50 percentof all fraudclaimsand 25 percentof
all nonfraudclaims (exceptthosecausedby State agencyerror).

2. Food Stampand CommodityDistributionAmendmentsof 1981 (P.L.97-98;
enactedDecember22, 1981)

A. Measuresto ControlProgramCosts

Sec. 1304 Adjustmentof the ThriftyFood Plan

o The adjustmentscheduledfor April 1982is d_layeduntilOctober
1982. The adjustmentwill be basedon changesin the cost of the
ThriftyFood Plan in the 21-monthperiodendingJune 30, 1982. The
july 1983 adjustmentismoved to October1983,a_d will be basedon
June 1983 prices.



B. Measuresto StrengthenProgramAdministration

Sec. 1302HouseholdDefinition

o The exclusionof elderlyparentsfromthe parent/childsingle
householdrule (section101 of OBRA) is broadenedto includedisabled
parents.

Sec. 1303Alaska'sThriftyFood Plan

o USDA is requiredto establishseparateThriftyFood Plansfor urban
and ruralAlaska.

Sec. 1305ReimbursementExclusion

o No portion of an AFDC grant attributable to work or child care
expensesmay be considereda reimbursementexcludedfrom gross
income.

Sec. 1306 EnergyAssistancePayments;ExcludedPaymentsof Other
Programs

o The criteriafor determiningexcludableState and localenergy
assistanceis tightened.

Sec. 1307 Disallowanceof Deductionsfor ExpensesPaid by Vendor
Payments

o Expensesmet by third-partypaymentsmay not be deductedfrom
income.

Sec. 1308 Attributionof Incomeand Resourcesof SponsoredAliens

o A portionof the incomeand resourcesof an alien'ssponsoris deemed
available to the alien.

Sec. 1309Resources

o The statutoryfreezeon resourceregulationson vehiclesis removed.

Sec. 1310Annualizationof Work Registration

o Work registrationis changedfrom a semiannualto an annual
requirement.

Sec. 1311 Work Requirements

o The disqualificationpenaltyfor voluntarilyquittinga Job is
appliedto participantsas well as applicants.

o The maximumage of a childwho can exempthis parentfrom work
registrationis loweredfrom under12 to undersix.

o Lack of adequatechildcare for a child aged six through11
constitutesgood causefor refusinga job.
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o Failureto complywith the requirementsof anotherprogramwhich
exemptsa personfrom food stampwork requirementswill subjectthat
personto the food stampwork sanctions.

Sec. 1312 StateIssuanceLiability

· o USDA is authorizedto establishfiscaltolerancesfor Statemail
issuancelosses.

Sec. 1313 Accessof ComptrollerGeneralto Information

o The GeneralAccountingOfficeis authorizedto reviewconfidential
informationfrom applicantretailersin the courseof auditingother
programs.

Sec. 1314 Reportingof Abusesby the Public

o Authorizedretailersmust displaya sign whichinformsthe publichow
to reportprogramabuse.

Sec. 1315 RetailRedemptions

o Savingsand loan associationsare authorizedto redeemfood coupons.

Sec. 1316 Sixty-DayTransferof Certification

o This sectiondeletesthe requirementthat State agenciesguarantee
relocatinghouseholds60 days of uninterruptedbenefits.

Sec. 1317 Noticeof Verification

o Applicationformsmust containa boldfacewarningthat information
will be verifiedand that falsifyinginformationmay resultin
criminalprosecution.

Sec. 1318 Recertification Notice

o Stateagenciesare requiredto informhouseholdsthat their
certificationperiodis expiringpriorto the lastmonthof the
period,ratherthan immediatelypriorto or at the startof this
month.

Sec. 13lg Disclosureof Informationto ComptrollerGeneral,Law Enforcement
Officials

o The General Accounting Office is authorized to review confidential
informationfrom applicanthouseholdsin the courseof auditing
anotherprogram.

o All informationfrom applicanthouseholdsmay be providedto law
enforcementofficialsinvestigatingallegedprogramviolations.

Sec. 1320 Restorationof Lost Benefits

o The periodof time for whichimproperlydeniedbenefitsmust be
restoredis limitedto one year.



Sec. 1321 Information

o Wage matching with unemployment compensation or Social Security data
is mandated.

o State agency contracts with issuance agents in areas where photo ID's
are required must hold the agent liable for losses in which the photo
ID information was not properly inspected and recorded.

Sec. 1322 Nutrition Education Program

o USOA may use the techniquesof the expandedfood and nutrition
education program (EFNEP} and other programs for nutrition education
activities, rather than be restricted to only using the EFNEP.

Sec. 1323 Alaskan Fee Agents

o USDA shallpermitAlaskato use fee agentsfor variousadministrative
activities in rural areas.

Sec. 1324 Minimum Mandatory Court Sentence for Criminal Offenses; Work
Restitution Program

o Imprisonment not to exceed i year is required for second and
subsequentcriminalconvictionsunderthe Food StampAct.

o Courts may assign work to provide restitution to the government for
its losses in lieu of incarceration.

o Courts may lengthen administrative disqualification penalties by 18
months.

Sec. 1325 Staffing

o This provision deletes the USDA requirement to establish State
staffingstandards.

Sec. 1326 Incentives for Error Reduction Efforts and Corrective Action
Plans

o States must meet Federal standards for improper denials and
terminations (as well as achieve a 25 percent reduction in their
error rate) to qualify for enhanced administrative cost-sharing at
the 55 percent level.

o States receiving enhanced administrative cost-sharing at the 55 and
60 percent levels must develop corrective action plans to reduce
errors. Formerly,only Stateswhichdid not qualifyfor enhanced
fundingwere requiredto submittheseplans.

Sec. 1327 Social Security Account Numbers

o All household members must supply social security numbers as a
condition of program eligibility.



Sec. 1328 Extendingand AmendingCash-OutPilotProjects

o Authorityto operatecurrentcash-outprojectsfor the elderlyand
disabledis extendeduntilOctober1, 1985.

o USDA is authorizedto conductcash-outdemonstrationprojectsfor
pure AFDC householdsas well as the elderlyand disabled.

Sec. 1329 Nutritional Monitoring

o USDA is to implementpilotprojectsto evaluatedifferentmeans of
measuringthe nutritionalstatusof low-incomepeopleover time.

Sec. 1330 PilotProjectsto Simplifythe Processingof Applicationsfor
CertainAFDC,SSI, and MedicaidHouseholds

o AuthorizesUSDA to conductpilotprojectsto evaluatesimplified
eligibilityand benefitdeterminationfor householdswhichalso
receiveAFDC,Medicaid,or SSI.

Sec. 1333 Food StampFundingand ProgramExtension

o The Food StampProgramis reauthorizedfor $11.3billionfor Fiscal
Year 1982.

Sec. 1332 Incentives,Sanctions,and Claims

o Collectedclaimsare creditedto the appropriationaccountfor the
fiscalyear in whichcollectionoccurs.

o Enhancedadministrativecost-sharingis paid from the appropriation
accountfor the fiscalyear in which fundsare provided.

Sec. 1333 Workfare

o Statesor politicalsubdivisionsmay establishworkfareprogramsin
whichfood stamprecipientswork in exchangefor theirallotments.

3. Food StampAct P_nendmentsof 1982 (P.L.97-253;enactedSeptember8, 1982)

A. Measuresto ControlProgramCosts

Sec. 142 HouseholdDefinition

o Honelderly,nondisabledsiblingswho live togethermust file as one
household.

o Elderlypeople,livingand sharingfood with others,whoseinfirmity
precludestheirseparatepurchaseand preparationof food may, along
with theirspouses,qualifyas separatehouseholds,as long as the
otherpeople'sincomedoes not exceed165 percentof the poverty
line.



Sec. 143 Rounding Oown

o Household benefits and adjustments to the maximumallotments,
standard deduction, and the dependent care/excess shelter cap are
rounded to the lower dollar.

o The unrounded cost of the 4-person Thrifty Food Plan is used to
calculate the plan for other household sizes.

Sec. 144 Thrifty Food Plan Adjustments

o The Thrifty Food Plan will be reduced by one percent when it is
adjusted on October 1, 1982; October l, 1983; and October 1, 1984.

Sec. 146 Income Standards of Eligibility

o Households without an elderly or disabled membermust meet a net
income test at 100 percent of the poverty line as well as a gross
income test at 130 percent of the poverty line.

Sec. 148 Adjustment of Deductions

o The updates of the standard deduction and dependent care/excess
shelter cap, scheduled for July 1, 1983, are delayed until October 1,
1983.

Sec. 149 StandardUtilityAllowances

o Statesare allowedto use standardallowancesfor utilitycosts.
Formerly,regulationsrequiredthese allowances.

o Only householdsincurringheatingor coolingexpensesmay receivea
standardallowancefor thesecosts.

o Standardutilityallowancesmust be proratedamonghouseholdswho
livetogetherand shareexpenses.

Sec. 157 Job Search

o Statesmay requireapplicantsto searchfor a Job beforethey are
cert ified.

Sec. 161 College Students

o The exemptionto collegestudentineligibilitybasedon beingthe
head of a householdwith dependentsis narrowedto includeonly
parentscaringfor childrenunderage six (or under12 if childcare
is not available}.

o Collegestudentswho receiveAFDC may receivefood stamps.

Sec. 163 Initial Allotments
P

o Initialproratedallotmentsunder$10 are el'iminated.
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o The first allotmentin a recertificationperiodwill be proratedif
there is any break in participation.

Sec. 164 Noncompliance in Other Programs

o Food stamp benefits are not to be increased if other program benefits
are reduced for intentional noncompliance.

Sec. 170 Expedited Coupon Issuance

o A five day processing standard is established for expedited service
cases.

o Expedited service is limited to households with less than $150 gross
income (or who are destitute migrant or seasonal farmworkers) and
with not more than $100 in liquid assets.

Sec. 180 Error Rate Reduction System

o National error rate standards are established at g percent for Fiscal
Year 1983, 7 percent for Fiscal Year 1984, and 5 percent for Fiscal
Year 1985. Underissuances are excluded from the error rate. States
can avoid liability by reducing error rates one-third of the distance
to the 5 percent target in Fiscal Year 1983 and two-thirds in Fiscal
Year 1984.

r

o Enhanced administrative cost-sharing is limited to the 60 percent
level for States with error rates under S percent (including
underissuances) and an acceptable rate of improper denials.

o States which fail to meet their targets will have their Federal
administrative cost-matching proportion reduced. The extent of the
reduction depends on the amount by which the State misses its target.

B. Measuresto StrenghtenProgramAdministration

Sec. 145 DisabledVeteransand Survivors

o Disabledveteransor theirdisabledsurvivingspousesand/or
childrenare considereddisabledfor food stamppurposes.

Sec. 147 Coordinationof Cost-of-LivingAdjustments

o Incomeattributableto COLA'sin certainotherprograms(SSI,
RailroadRetirement,and veteran'spensions)made on or afterJuly 1
of any fiscalyear will be excludedfrom food stampincomethrough
the end of the fiscalyear.

Sec. 150 MigrantFarmworkers

o Migrantfarmworkersmay not be waivedintorestrospectivebudgeting.
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Sec. 151 FinancialResources

o Resourceregulations(exceptthoseregardingvehicles)are frozenas
of June 1, 1982.

o Accessibleretirementaccountsare deemedresources.

Sec. 152 Studies

o The statutoryauthorityfor completedstudiesis repealed.

Sec. 153 CategoricalEligibility

o Statesmay waivethe resourceeligibilitystandardfor pure AFDC
households.

Sec. 154 MonthlyReporting

o The monthlyreportingexemptionfor householdsin which allmembers
are elderlyor disabledand have no earnedincomeis broadenedby
specifyingthat only the adultmembersneed be elderlyor disabled.

o USDA is authorizedto approveStatewaiverrequeststo allowcertain
householdsto reportless frequentlyif the Statedemonstratesthat
monthlyreportingwouldnot be cost-effectiveforthese households.

Sec. 155 PeriodicReportForms

o This provisiondeletesthe requirementthatUSDA approveState
incidentreportforms.

Sec. 156 Reporting Requirements

o USDA is authorizedto waivethe monthlyreportingprovisionsof the
Food StampAct in orderto enablea Stateto coordinateits food
stampand AFDC monthlyreportingrequirements.

Sec. 158 VoluntarilyQuittinga Job

o The voluntaryquit sanctionis lengthenedfrom a 50-dayto a gO-day
householddisqualfication.

o Publicemployeeswho are dismissedfrom their positionsbecauseof
participationin a strikeare deemedto have voluntarilyquit.

Sec. 159 Parentsand Caretakersof Children

o This provisiondeletesthe work registrationexemptiongrantedto a
parent/caretakerof childrenWhen anotherparent/caretakerin the
householdis registeredfor work.

Sec. 160 Joint Employment Regulations

o This provisiondeletesthe requirementfor jointUSDA/Departmentof
Laborpublicationof work registrationregulations·



Sec. 162 AlternativeIssuanceSystem

o USDA may requireStatesto employalternativeissuancesystemsto
improve program integrity.

o The costsof an alternativesystemmay not be imposedon retailers.

Sec. 165 House-to-HouseTradeRoutes

o USDA may limitthe authorizationsof house-to-housetraderoutesto
improveprogramintegrity.

Sec. 166 Approvalof StatePlan

o This provisionremovesUSDA'sauthorityto reviewand approveState
forms,instructions,and othermaterials.

Sec. 167 Pointsand Hoursof Certificationand Issuance

o This provisionremovesUSDA'sauthorityto establishminimum
standardsfor the locationand hoursof operationof certification
officesand issuanceoutlets.

Sec. 168 AuthorizedRepresentatives

o This provisionremovesthe rightof any householdto use an
authorizedrepresentative.

o USDA is authorizedto establishcriteriaand specialverification
standardsfor authorizedrepresentatives,includinga limiton the
numberof householdsa representativecan serve.

Sec. 169 Disclosureof Information

o Informationfrom applicantsmay be sharedwith otherFederal
assistanceprogramsand Federally-assistedStateprograms.

Sec. 171 PromptReductionor Terminationof Benefits

o Stateagenciesmay immediatelyreduceor terminatebenefits(without
normalnoticeof adverseactionrequirements)basedon clearwritten
informationfrom households.

Sec. 172 Duplicationof Couponsin More than One JurisdictionWithina
State

o Statesmust periodicallyverifythat no individualreceivesbenefits
in more than one jurisdiction.

Sec. 173 Certification System

o Two of the four previousjointprocessingrequirementsare made
optionalto States:jointfood stamp/public_{orgeneral)assistance
applicationformsand usingpublic{or general)assistancecasefile
informationas much as possiblefor food stampcertifications.



Sec. 174 Cashed-OutPrograms

o Statesmust verifyat leastannuallythat SSI recipientsin SSI
cash-outStatesand participantsin cash-outdemonstrationprojects
do not also receivecoupons·

Sec. 175 Amount of Penalty and Length of Penalty

o Disqualificationpenaltiesfor violationsby retailersor wholesalers
are set at 6 monthsto 5 yearsfor the firstoffense,1 to 10 years
for the secondoffense,and permanentlyfor the thirdoffenseor for
traffickingin couponsor ATP's.

o The maximumamountof a civilmoneypenaltyis raisedfrom $5,000to
$10,000.

Sec. 176 Bonds

o USDA may requireretailersor wholesalersthat have been disqualified
or finedto post bondsagainstthe valueof futureviolations.

Sec. 177 AlternativeMeansof Collectionof Overissuances

o Statesare authorizedto use collectionmethodsotherthan cash
repaymentor allotmentreductionto recoverclaimsagainsthouseholds
(exceptthosebasedon Stateagencyerror).

Sec. 178 ClaimsCollectionProcedures

o Statesmust reducethe allotmentto a householdof a disqualified
memberif the householdhas not electedto pay its claimin cash
within30 days of the State'snotifyingthe householdof the claim·

Sec. 17g Cost Sharingfor Collectionof Overissuances

o The prohibitionagainstStatesretaininga portionof recoveriesof
overissuancescausedby State agencyerroris reiterated.

Sec. 181 EmploymentRequirementPilotProject

o USDA is authorizedto conductdemonstrationprojectsin which
unemployedable-bodiedpersonswouldbecomeineligiblefor benefits
unlessthey participatedin workfareor met other exemption
criteria.

Sec. 182 BenefitImpactStudy

o USDA is requiredto evaluatethe effectsof food stampbenefit
reductionscausedby 1981 and 1982 legislationand the impactOf
monthlyreportingand retrospectivebudgeting.

o An interimreportto Congressis due by February1, 1984,and a final
reportby March1, 1985.
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Sec. 183 Authorizationfor Appropriations

o The program is reauthorized through Fiscal Year 1985.

o Funding caps are set at $12.874 billion for Fiscal Year 1983, $13.145
billion for Fiscal Year 1984 and $13.933 billion for Fiscal Year
1985.

Sec. 184 Puerto Rico Block Grant

o The Puerto Rico Nutrition Assistance Program must switch to noncash
benefitsby October1, 1983.

o USDA must evaluate the nutritional and economic impact of cash
benefits under the Nutrition Assistance Program. A report to
Congress is due by March 8, 1983.

Sec. 185 Similar Workfare Programs

o USDA workfareregulationsmust permitStateand localagenciesto
operate food stamp workfare as consistently as possible with other
workfare programs.

Sec. 186 WIN Participants

o The workfare exemption for WIN registrants participating at least 20
hours a week becomes optional to the State.

Sec. 187 Hoursof Workfare

o The maximumweeklynumberof workfarehoursper participantis raised
from 20 to 30.

Sec. 188 Reimbursement for Workfare Administrative Expenses

o Workfareoperatorsare to receiveenhancedFederaladministrative
funding based on program savings achieved through Job placements.
Operatingagenciesmay receiveup to 150 percentof the savings
resulting from increased earnings in the first month of employment
after workfare.
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APPENDIX8

RECENTCHANGESTO AID TO FAMILIESWITH DEPENDENTCHILDREN

1. OmnibusBudgetReconciliationAct of 1981 (P.L.97-35;enacted
August13,1981)

Sec. 2301 DisregardsfromEarnedIncomefor AFDC

o The basicearnedincomedisregardof $30 plus one-thirdof the
remainingearningsis now appliedlast (afterconsideringwork and
childcare expenses)ratherthan first.

o The $30 plus one-thirddisregardis only avaliablefor four months,
and only to individualswho receivedAFDC in at leastone of the
prior4 months.

o Work expensedisregardsare cappedat $75 per monthper full-time
worker.

o Childcare expensedisregardsare cappedat $160 per monthper
child.

o Earnedincomedisregardsare not availableto workerswho reduce
theirearningswithoutgood causeor fail to filemonthlyreports.

Sec. 2302 Determinationof Incomeand Resourcesfor AFDC

o Allowableresources(excludinga domicileand one automobile)may not
exceed$1000in valuefor any household.

o Food stampand publichousingassistancemay be consideredas income
to the extentthat this aid duplicatesAFDC assistance.

Sec. 2303 IncomeLimitfor AFDC Eligibility

o A grossincomeeligibilitytest is imposedat 150 percentof State
standardof need.

Sec. 2304 Treatmentof Incomein Excessof the Standardof Need;Lump
Sum Payments

o Nonrecurringlump sum paymentsare consideredavailableincomefor
currentand futureneeds. Paymentsare dividedby a family's
standardof need to determinehow much incomeis deemedavailablein
futuremonths.

Sec. 2305 Treatmentof EarnedIncomeAdvanceAmountUnderAFDC

o The EarnedIncomeTax Creditis assumedto be advancedto all earners
in computing AFDC earned income.

Sec. 2306 Incomeof StepparentsLivingwith DependentChild
e

o A portionof stepparents'incomeis consideredavailableto theAFDC
assistanceunit.



Sec. 2307 CommunityWork ExperiencePrograms

o Statesmay establishcompulsoryworkfareprogramsto assist
recipientsin movinginto regularemployment.

Sec. 2308 ProvidingJobs as Alternativeto AFDC

o Statesmay institutevoluntarywork supplementationprogramsto make
jobs availableas an alternativeto AFDC cash grants.

o Statesmay reducestandardsof need and earnedincomedisregardsand
use thesesavingsto subsidizejobs in public,privatenonprofit,or
proprietarychildcare settings.

Sec. 2309Work IncentiveDemonstrationProgram

o StateWelfareagenciesmay electto operatethe WIN program(normally
administeredby the Stateemploymentsecurityagency).

Sec. 2310 Effectof Participationin Strikeon Eligibilityfor AFDC

o Familieswith a caretakerrelativeon strikeon the last day of the
monthmay not receivea grantfor that month.

Sec. 2311 Age Limitof DependentChild

o AFDC paymentsmay not be made for childrenage 18 or over unlessthey
are attendinghigh school.

Sec. 2312 Limitationon AFDC to PregnantWomen

o AFDC paymentsto pregnantwomenare limitedto the expectedfinal
four monthsof pregnancy.

Sec. 2313 Aid to Familieswith DependentChildrenby Reasonof
Unemployment of a Parent

o Eligibilityfor AFDC-UPis limitedto two parentfamiliesin which
the principalwage earner(ratherthan the father)is unemployed.

Sec. 2314 WorkRequirementsfor AFDC Recipients

o AFDC parentswho are collegestudentsmust meet work requirements.

Sec. 2315 RetrospectiveBudgetingand MonthlyReporting

o Benefitlevelsmust be determinedretrospectivelybasedon family
circumstancesin the precedingone or two months (exceptfor the
firstone or two monthsof aid). Eligibilitywill continueto be
basedon currentcircumstances.

o Familiesmust reporttheircircumstanceson a monthlybasis.
t
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Sec. 2316 ProhibitionAgainstPaymentsof Aid in AmountsBelow$10

o Grantpaymentsunder$10 are eliminated.

Sec. 2317 Removalof Limiton RestrictedPaymentsin a State'sAFDC
Program

o The limiton the proportionof AFDC casesin whichvendorpayments
can be made is removed.

Sec. 2818 Adjustmentfor IncorrectPayments

o Statesmust take all necessarystepsto correctpaymenterrorsto
families. Overpaymentsmust be recoveredand underpaymentsmust be
paid.

o Statesare requiredto reducegrantsto familieswhichreceived
overpaymentsto recoupthe paymenterror. No familymay have grant
reducedbelowthe pointwherethe family'sgrant,income,and liquid
resources sum to less than 90 percent of the maximumpayment for that
family type.

Sec. 2819 Reduced Federal Matching of State and Local AFOCTraining
Costs

o Federal enhanced aministrative cost sharing at the 75 percent level
for training expenses is eliminated. Training costs will be funded
at the normal 50 percent rate.

Sec. 2820Eligibilityof Aliensfor AFDC

o Provisionsfor the eligibilityof alienslawfullyadmittedfor
permanentresidenceare updatedto conformto the categories
establishedby the lg80 amendmentsto the Immigrationand Nationality
Act.

o A portionof an aliensponsor'sincomeandresourcesmust be
attributed to the alien.

2. Tax Equityand FiscalResponsibilityAct of 1982 (P.L.97-248;enacted
September3, 1982)

Sec. 151 Roundingof Eligibilityand BenefitAmounts

o Statesmust roundneedstandardsand grantpaymentsdown to the
nearest lower dollar.

Sec. 152 EffectiveDate of Application;Prorationof FirstMonth'sAFDC
Benefit

o Initialgrantpaymentsmust be proratedfrom the date of
application.

!
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Sec. 153 Absencefrom Home Solelyby Reasonof UniformedService

o Absencefrom the home occasionedby militaryserviceis not a basis
for AFDC eligibility.

Sec. 154 Job Search

o Statesmay requireapplicantsto searchfor jobs.

Sec. 155 Prorationof StandardAmountfor Sheltersand Utilities

o States may prorate the amount of the need standard on the grant
payment intended for shelter and utility expenses for mixed AFDC
households.

Sec. 156 Limitation on Federal Financial Participation in Erroneous
Assistance Expenditures

o States will be liable for the value of erroneous payments (payments
to ineligibile families and overpayments) in excess of 4 percent of
total payments for Fiscal Year 1983 and 3 percent of total payments
for FiscalYear 1984.

Sec. 157 Exclusionfor Incomeof CertainStatePayments

o Statefundedsupplementalpaymentsto retrospectivelybudgeted
familiesto compensatefor the differencebetweencurrentand past
needsare excludedfrom incomein subsequentmonths.

Sec. 158 Extensionof Time for Statesto Establisha Work Incentive
DemonstrationProgram

o The period for establishing WIN Demonstration Program (which allows
State welfare agencies to operate WIN instead of State employment
security agencies) is extended for two years.

Sec. 159 Exclusion from Income

o State-funded payments to children in effect since January 1, 1979 are
excluded from income. This provision only affects semiannual special
needs payments to children in Texas.
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APPER_IX C

Cost Implications of Food Stamp P=og=am Legislative
Changes at the Time of Enactment

(Dollars in millions)

mlss_BLjss_8_sttl_slB8_wlt_gmamjamml_m_ssisBssmB_sm_mmmBlmlmgalmmwlml_s8m8mm_mjm8mjtlmmtmwltmBm_s8

Fiscal Year
1982 1903 1984

0_njA_lZ_A_.__Act oil._LtA/

o Repeal increased _edical deduction, separate dependent
care deduction, and 3-month projection of TFP _460 -354 -270

o Delay TFP update to April 1982, July 1983, October 1984 -240 -235 0255
o Restrict pa_ticipation by boarders and strikers -90 -100 -110
o Prorate initial benefits to date of application -420 -436 -456
o Gross income limit at 130% of poverty for nonelderly and

nondlsabled -223 0229 -239
o Monthly reporting and retrospective budgeting +23 -39 -284
o Delay update of standard deduction and shelter cap to July 1983 -123 -305 -360
o Eliminate funding for outreach -4 -4. -4
o Tighten household definition to require children living

with their nonelderly parents to file as s single unit -10 -11 -12
o Create block grant for Puerto Rico -64 -340 -386
o Reduce earned income deduction to 18% -47 -50 -55
o Improved recovery of overpayments -25 -28 -30

Total _/ -1,683 -2,131 -2,461

Food _ And___OlJJJlA/

o Delay TFP update to October 1982 and October 1983 -700 266 236

Food __of 1982 r./

o Tighten household definition to require nonelderly and
nondisabled siblings to file ss a single unit 0 -38 -40

o Reduce TFP by I percent for october 1982, 1983, and 1984
updates 0 -180 -170

o Net income limit at 100% of poverty for non elderly and
non disabled 0 -21 -22

o Delay update of standard deduction end shelter cap to
October 1982 0 -40 0

o Optlonal _ob search at application 0 -10 -12
o Pro_&te first benefit after any break in participation

and eliminate all prorated benefits less than $10 0 -12 -14
o Prohibit food stamp benefit increases when other program

beneflts are reduced for noncompliance 0 -2 -2
o Restrict eligibility for expedited service 0 -15 -15
o .Restrict participation of students 0 -10 -10
o Limit use of standard utility allowance 0 -90 -93
o Disregard cost-of-living increases in social security and

SSI benefits between July and october 0 +30 +43
o Round TFP, standard deduction, shelter cap. &nd benefits

down to next dollar 0 -86 -113
o Expand definition of disability to include VA payments O +5 +5
o Revise error cate liability system 0 -53 -131

Total _/ 0 -S22 -574

Source: Food and Nutrition Service, USAA.
Note: These estimates ave identical to thosepcepared byFNS at the time each piece of

legislation was considered. The savings across ell three Iaws can not be totaled because
the estlmates fo= the 1982 Amendments are baaed on a different set of economic assumptions.

A/ Based on Office Qf Management and Budget economic assumptions of February 1981.
_/ Total savings shown here do not include interactions wit_ other transfer programs.
_./ Rased on Office of Hanagement and Budget economic assumptions of July 1982.
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APPENDIX D

THE FOOD STAMP QUALITY CONTROL SYSTEM

The summary tables presented in chapter 6 are derived from

samples of households selected for review as part of the Food

Stamp Quality Control (QC) System. This system is an ongoing

review of food stamp household circumstances to determine (1) if

households are eligible for participation and receiving the

correct coupon allotment or (2) if household participation is

correctly denied or terminated. At the time these data were

collected, the system was based on a national probability sample

of approximately 45,000 participating food stamp households and a

somewhat smaller number of denials and terminations every 6

months. The national sample of participating households Was

stratified by the 50 States, the District of Columbia, Guam, and

the Virgin Islands. A similar sample was selected in Puerto Rico

before its transfer to the Nutrition AssiStance Program.

Semiannual State samples ranged from a minimum of 150 to a

maximum of 1,200 reviews depending on the size of the State's

caseload. State agencies selected an independent sample each

month whose size was generally proportional to the size of the

monthly participating caseload. The results reported in chapter

6 rely on the August 1980, 1981, and 1982 Food Stamp Quality

control samples of participating households.

The target universe of this study included all participating
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households that were to subject quality control review in each of

the survey months. In August 1980, the target universe was

restricted to participants in the contiguous United States (48

States and the District of Columbia). The universe was expanded

to include all 50 States and the District of Columbia in August

1981 and 1982. Information from Puerto Rico, Guam, and the

Virgin Islands is not included in this presentation.

While almost all participating food stamp household s are included
e

in the target universe, certain types not amenable to QC review

are not. Specifically, the active universe includes all

households receiving food stamps during a review period except

those in which the participants died or moved outside the _tate,

received benefits under a 60-day continuation of certification,

were under investigation for Food Stamp Program fraud (including

those with pending fraud hearings)i were appealing a notice of

adverse action when the review date falls within the time period

covered by Continued participation pending a hearing, or received

restored benefits in accordance with the State manual but who

were otherwise ineligible. The sampling unit within the active

universe is the food stamp household.

The sample findings presented in chapter 6 have been weighted by

the number of participating households in August 1980, 1981, and

1982 as reported in th e Food Stamp Program Statistical Summary of

Operations for the appropriate month. The case record weights in
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ColOrado, Georgia, Illinois, Oregon, and Wisconsin were adjusted

to reflect the disproportionate integrated QC sample designs in

those States. Further adjustments were made to account for

missing data from Pennsylvania and Georgia in August 1980 and

Georgia, Michigan, Minnesota, and Texas in August 1982.

Because the QC samples are not simple random samples of the food

stamp population, the Usual measures of statistical significance

are not appropriate. Time limitations have prevented the

computation of more relevant measures, so we are not able to

indicate which of the changes in caseload composition and

characteristics shown in chapter 6 are statistically significant.

We have dealt with this uncertainty by focusing on relatively

large differences and changes that continue a trend observed over

several years. Nevertheless, some caution is needed when

interpreting the size of the reported differences.

f  mmlgAt nRates

Failure to complete reviews for all cases selected subject to

review can bias the sampleresults if the characteristics of

unreviewed households are significantly different from those of

reviewed households. While thereare no direct measures of such

differences, the ratio of valid observations to sample cases

selected for review provides an indication of the magnitude of

any potential bias. The expected number of cases subject to

review, the number of valid observations, and the estimated
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completion rates for each sample month are shown below:

August 1980 August 1981 August 1982

Number of cases selected

subject to review 5,166 8,339 8,402

Number of cases completed 4,140 7,742 6,936

Estimated completion rate 80.1% 92.8% 82,6%

These rates compare quite favorably with other surveys of this

ua tut e.
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APPENDIX E

Evaluationof thePuertoRico NutritionAssistanceProgram

Executive Summary

The Omnibus Budget Reconciliation Act of 19gl (Public Law 97-3_) required that the

Food Stamp Program inPuertoRicobe replacedby a blockgrantwitha fixed annual

budgetof$&2.fmillionto providefoodassistancetoneedy persons.Under theblock

grant the Commonwealth of Puerto Rico has designed, implemented and operated since

3uty l, 1992 the Nutrition Assistance Program, which provides direct cash assistance

rather than Iood coupons to needy households.

The Omnibus Reconciliation Act of 1982 (PUbUc Law 97-2J3) requires the Secretary of

Agriculture to conduct a study of the cash food assistance program in Puerto Rico, its

impact on the nutritional status of residents and on the economy of Puerto Rico and to

report _he findings no later than six months after the date of enactment (September 8,

1982). This report conve_ the findings of the required study.

Several conditions Umit the confidence that should be placed in study findings. First is

the lack of household food expenditure data under the recent Food stamp Program and

under the Nutrition Assistance Program. Because these data _ere not available, impacts

had tobe estimatedfrom limitedexistingdata. .Second,some effectslikeagricultural

production, take longer than six months to apl)e=. Others, like food expenditure or

shopping pavterns, though measurable now, may not have stabilized. Third, there has not

been sufficienttime toapplya fullrangeofanalyticstrate_estothe availabledata.

The NutritionA._sistanceProRram ,_....

The NutritionAssistanceProgram (NAP) differsfrom theFood Stamp progrmunn(FSP)

which itreplacedinthatitsbudgetisreducedand capped,Urutercurrenteconomic

assumptions it is projected that the $82§ million grant represents a 16 percent reduction

from expected Fiscal Year [983 FSP total expenditures for_uerto Rico. To stay within

thereducedbudget)PuertoRico hastightenedeligibUityrequirementsand reduced

authorized benefits. In addition, each month actual benefits are prorated on the basis of
funds availableand totalbenefits authorized.



Conversion From the Food.S_mp Pro,ram to the Nutrition Assistance Pro,ram..

The Puerto Rico Depa_ment o! Social ServLces (055) developed He plan of operation for.

the new prograzn. A small number of DSS offidals wrote the plan in confidentiality/and

under great r_me pressure. Features of the program were not made pubUc untO! one

month before the final plan was sent to US'DA for approval. Substan_a_ opposition to the

check plan arose from-the banking and retail and wholesale grocery industries in Puerto

Rico, USDA approved the plan without major changes. DSS ImpLemented _e new

program smoothly without c_uptLon of benefits and with minlma_ adminis_ative

problems. USDA dosed down the FSP and assured the security of unused coupons. With

oversight from the Office of the Inspec'mr General, USDA collected all coupons,

accounted for them successfully, ami disposed of them under fight security.

Comparison of Nutrition As_sr._nce Program Operatons With the Earlier Food S_mp

Program

Average monthly participation In NAP during the first 6 months was about 10 percent

less than would have been expected under the FSP. The decline was due to more

restric_ve eligibWt¥ requiremes_ts and more intensive veri_icatlon procedur es.

Characteristics of paz'_cipan_ have changed llttie. Monthly pro rata adjustments to

benefit levels have produced variations In households' monthly benefit amounZs, but

average household benefits under NAP were essentially unchanged from average

household benefits cUstrLbutedunder rJ_e3une l_)g2 FSi). However, NAP household

benefits are smaller than would have been expected had the FSP continued. Total

monthly benefits averaged eix)ut l_ percent less _m would have been expected under

the FSP. There appear to be significant adminLstracive cost savings largely clue to the

eLimir_tion of coupons. Puerto Rico has enhanced program operatons to Limit

opportunities for was_e_frau_ and aJ_u_ and NAP checks appear to be less v_nerabte to
oo...

fraud than coupons were.

Etfec_ on Recipient Behavior

Data from a survey of a representa_ve sample of NAP recipients indicate thac a Iarge

majority cash the_ checks in food s_'ores. An analysLs of cancelled checks verLLled _hLs

' finding. This sugg_ ti'mt predictions of widespread abuse of checks may be

unfounded. Recipients report that shoppin_ pa_cerns have not changed irom wha: _hey

were during He FSP: Hey shop in the same stores with He same frequency and spend



the same amount on approximately the same food items. Recipients who stated a

preference preferred checks over coupons four to one. The chief reason was greater

convenience: checks come in the mail while they had to stand in Une to get coupons.

Effects on RetaU Grocers

Data from a representative sample survey of retaU grocers in Puerto Rico and ana/yses

of monthly gro_ sa/es records in 99 supermarkets support the foUowing conclusions about

the ef_ecl_ of NAP on re,aU grocers. The majority of stores reported that sa/es declined

between October 1981 and October 1982; many reported sales down by 25 percent or

more. Employment in reta/l food stores declined by _.7 percent over the year; the drop

could have been greater had not so many stores been very sma/l famUyoperations. Most

retail grocers blame the reduced sa/es and employment in part on NAP_ but also cite

increased competition and genera/economic changes. In supermarkets that provided

sales data, the decline in sa/es was about six percent after controlling for other factors.

Nearly aU food stores accept NAP checks, but iew wUl cash checks without purchases.

About ha/f require identification; very few have had losses from bad checks. Nearly all

· give change in cash, not credit.

The majority of stor& owners preferred food stamp coupons over NAP checks since they

thought people bought more food with coupons. Most stores have done nothing special to

attract NAP customers and have not expanded :heir non-food inventorie_

F._ects on the Economy of Puerto Rico i

Data are not avaUable to allow precise estimates of the economic effec13 of NAP.

However, based on economic theory and the expected Impacts of the Food Stamp

Program on the Puerto Rican economy, it can be predicted that the NAP wUl reduce

aggregate food exper_itures by 1 - S percent. The lower value of this predicted

reduction assumes that there w;tUbe no ca.shout effect under NAP while the higher value

a_-__umesa combined benefit reduction and cashout effect.-The broad range of estimates

reflects the inconclusive state of economic research and theory in this area. For reasons

dLscussedin the report, estimates near the low end of the range are more plausible.

Reductions can also be predicted in retaU and wholesale food sales, and food imports.

These effects should ripple through the economy producing reduced GNP and the

possibUity of decreased employment. The economic effects of the program change
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should be small compared to what was observed when the FSP was introduced and may

well be masked by ocher more powe_ul faccors Chat affect =he economy.

Elfec_s on Nut'rirfional Weil-Bein_

Under the FSP, diets in Puerto Rico and the U.S. were similar in terms of overall level of

nutritional adequacy. Diets Of FSP households in Puerto Rico were less Likely to be

nu_i_onaJly adequate than diets of Puer'co Rican households overall or c_ FSP householcLs

in the U.S. Based on known relatior_hips aunong Income, food a_istance benefit, food

consumptiont and nutritional adequacyt it is estimated that approximately I to 12

percent of all FSP households may noC be meeting 100 percent of the RDA for one or

more nuirien_ as a result of the conversion co NAP. Because of the way the range of

effec_ was estimated and the repot'ced stability of recipient's food purchasing, estimates

near the lower end of the range are more plausible.

.Conclusion

Puerto Rico has implemented successfully a cash assistance program under Me block

grant. To keep program expenditures under the fixed $82_ million budget, Puerto Rico

has reduced benefits t tightened eligibility rec[uiremen_s_ and prorated benefits each

month, As a result of chis change, participation has declined by about 10 percent, and

the average monthly value of benefits is 1§ percent lower Man expected under Me FSP.

Recall food sales and employment in food scores have declined; score owners rend Co

blame NAP. Other slight, !_ negative, impacts on Me economy are expected. A small

percentage of households may not be meeting the RDA for one or more nu_'ients as a

result of the conversion to NAP.
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